
Fortress Investment Group LLC
Form 10-K
March 16, 2009
Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the fiscal year ended December 31, 2008

or

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from              to             

Commission File Number: 001-33294

Fortress Investment Group LLC
(Exact name of registrant as specified in its charter)
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Delaware 20-5837959
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)
1345 Avenue of the Americas, New York, NY 10105

(Address of principal executive offices) (Zip Code)

Registrant�s telephone number, including area code: (212) 798-6100

Securities registered pursuant to Section 12 (b) of the Act:

Title of each class: Name of exchange on which registered:
Class A shares New York Stock Exchange (NYSE)

Securities registered pursuant to Section 12 (g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    ¨  Yes    x  No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.    ¨  Yes    x  No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.     x  Yes    ¨  No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant�s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this form 10-K  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer, �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.
(Check One):

Large Accelerated Filer ¨ Accelerated Filer x

Non-accelerated Filer ¨  (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). (Check One):    ¨  Yes    x  No
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The aggregate market value of the Class A Shares held by non-affiliates as of June 30, 2008 (computed based on the closing price on such date
as reported on the NYSE) was $1.1 billion.

Indicate the number of shares outstanding of each of the registrant�s classes of common stock, as of the last practicable date.

Class A shares: 94,609,525 outstanding as of March 13, 2009.

Class B shares: 312,071,550 outstanding as of March 13, 2009.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant�s definitive proxy statement for the registrant�s 2009 annual meeting, to be filed within 120 days after the close of the
registrant�s fiscal year, are incorporated by reference into Part III of this Annual Report on Form 10-K.
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As used in this Annual Report on Form 10-K, unless the context otherwise requires:

�Management Fee Paying Assets Under Management,� or �AUM,� refers to the management fee paying assets we manage, including, as applicable,
capital we have the right to call from our investors pursuant to their capital commitments to various funds. Our AUM equals the sum of:

(i) the capital commitments or invested capital (or NAV, if lower) of our private equity funds, depending on which measure
management fees are being calculated upon at a given point in time, which in connection with funds raised after March 2006
includes the mark-to-market value of public securities held within the funds,

(ii) the contributed capital of our publicly traded alternative investment vehicles, which we refer to as our �Castles,�

(iii) the net asset value, or �NAV,� of our hedge funds; and

(iv) the NAV of our managed accounts, to the extent management fees are charged.
For each of the above, the amounts exclude assets under management for which we charge either no or nominal fees, generally related to our
principal investments in funds as well as investments in funds by our principals, directors and employees.

Our calculation of AUM may differ from the calculations of other asset managers and, as a result, this measure may not be comparable to similar
measures presented by other asset managers. Our definition of AUM is not based on any definition of assets under management contained in our
operating agreement or in any of our Fortress Fund management agreements.

�Fortress,� �we,� �us,� �our,� and the �company� refer, (i) following the consummation of the reorganization and the Nomura transaction on January 17,
2007, collectively, to Fortress Investment Group LLC and its subsidiaries, including the Fortress Operating Group and all of its subsidiaries, and,
(ii) prior to the consummation of the reorganization and the Nomura transaction on January 17, 2007, to the Fortress Operating Group and all of
its subsidiaries, in each case not including funds that, prior to March 31, 2007, were consolidated funds, except with respect to our historical
financial statements and discussion thereof unless otherwise specified. Effective March 31, 2007, all of our previously consolidated funds were
deconsolidated. The financial statements contained herein represent consolidated financial statements of Fortress Investment Group LLC
subsequent to the reorganization and combined financial statements of Fortress Operating Group, considered the predecessor, prior to the
reorganization. See Part II, Item 8, �Financial Statements and Supplementary Data.�

�Fortress Funds� and �our funds� refers to the private investment funds and alternative asset companies that are managed by the Fortress Operating
Group.

�Fortress Operating Group� refers to the combined entities, which were wholly-owned by the principals prior to the Nomura transaction and in
each of which Fortress Investment Group LLC acquired an indirect controlling interest upon completion of the Nomura transaction.

�principals� or �Principals� refers to Peter Briger, Wesley Edens, Robert Kauffman, Randal Nardone and Michael Novogratz, collectively, who prior
to the completion of our initial public offering and the Nomura transaction directly owned 100% of the Fortress Operating Group units and
following completion of our initial public offering and the Nomura transaction own a majority of the Fortress Operating Group units and of the
Class B shares, representing a majority of the total combined voting power of all of our outstanding Class A and Class B shares. The principals�
ownership percentage is subject to change based on, among other things, equity offerings and grants by Fortress and dispositions by the
principals.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements under Part I, Item 1, �Business,� Part I, Item 1A, �Risk Factors,� Part II, Item 7, �Management�s Discussion and Analysis of
Financial Condition and Results of Operations,� Part II, Item 7A, �Quantitative and Qualitative Disclosures About Market Risk� and elsewhere in
this Annual Report on Form 10-K may contain forward-looking statements which reflect our current views with respect to, among other things,
future events and financial performance. Readers can identify these forward-looking statements by the use of forward-looking words such as
�outlook,� �believes,� �expects,� �potential,� �continues,� �may,� �will,� �should,� �seeks,� �approximately,� �predicts,� �intends,� �plans,� �estimates,� �anticipates� or the
negative version of those words or other comparable words. Any forward-looking statements contained in this report are based upon the
historical performance of us and our subsidiaries and on our current plans, estimates and expectations. The inclusion of this forward-looking
information should not be regarded as a representation by us or any other person that the future plans, estimates or expectations contemplated by
us will be achieved. Such forward-looking statements are subject to various risks and uncertainties and assumptions relating to our operations,
financial results, financial condition, business prospects, growth strategy and liquidity. If one or more of these or other risks or uncertainties
materialize, or if our underlying assumptions prove to be incorrect, our actual results may vary materially from those indicated in these
statements. Accordingly, you should not place undue reliance on any forward-looking statements. These factors should not be construed as
exhaustive and should be read in conjunction with the other cautionary statements that are included in this report. We do not undertake any
obligation to publicly update or review any forward-looking statement, whether as a result of new information, future developments or
otherwise.

SPECIAL NOTE REGARDING EXHIBITS

In reviewing the agreements included as exhibits to this Annual Report on Form 10-K, please remember they are included to provide you with
information regarding their terms and are not intended to provide any other factual or disclosure information about the Company or the other
parties to the agreements. The agreements contain representations and warranties by each of the parties to the applicable agreement. These
representations and warranties have been made solely for the benefit of the other parties to the applicable agreement and:

� should not in all instances be treated as categorical statements of fact, but rather as a way of allocating the risk to one of the parties if
those statements provide to be inaccurate;

� have been qualified by disclosures that were made to the other party in connection with the negotiation of the applicable agreement,
which disclosures are not necessarily reflected in the agreement;

� may apply standards of materiality in a way that is different from what may be viewed as material to you or other investors; and

� were made only as of the date of the applicable agreement or such other date or dates as may be specified in the agreement and are
subject to more recent developments.

Accordingly, these representations and warranties may not describe the actual state of affairs as of the date they were made or at any other
time. Additional information about the Company may be found elsewhere in this Annual Report on Form 10-K and the Company�s other public
filings, which are available without charge through the SEC�s website at http://www.sec.gov. See �Where You Can Find More Information.�
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PART I

Item 1. Business.
Fortress Investment Group LLC (NYSE listed under the symbol �FIG�) is a leading global alternative asset manager with approximately $29.5
billion in AUM as of December 31, 2008. We raise, invest and manage private equity funds and hedge funds. We earn management fees based
on the size of our funds, incentive income based on the performance of our funds, and investment income from our principal investments in
those funds.

Fortress was founded in 1998 as an asset-based investment management firm with a fundamental philosophy premised on alignment of interests
with the investors in our funds. Our managed funds primarily employ absolute return strategies; we strive to have positive returns regardless of
the performance of the markets. Investment performance is our cornerstone � as an investment manager, we earn more if our investors earn more.
In keeping with our fundamental philosophy, we invest capital in each of our businesses. As of December 31, 2008, Fortress�s investments in and
commitments to our funds were $0.9 billion, consisting of the net asset value of Fortress�s principal investments of $0.8 billion, and unfunded
commitments to private equity funds of $0.1 billion.

We currently have more than 850 employees, including approximately 272 investment professionals, at our headquarters in New York and our
affiliate offices in Atlanta, Charlotte, Dallas, Frankfurt, Geneva, Hong Kong, London, Los Angeles, New Canaan, Shanghai, Sydney, Tokyo and
Toronto.

We plan to strategically grow our fee paying assets under management and will seek to generate superior risk-adjusted investment returns in our
funds over the long term. We are guided by the following key objectives and values:

� generating superior risk-adjusted investment returns;

� introducing innovative new investment products, while remaining focused on, and continuing to grow, our existing lines of business;

� maintaining our disciplined investment process and intensive asset management; and

� adhering to the highest standards of professionalism and integrity.
As a result of the current credit and liquidity crisis in the market, Fortress faces a number of challenges, as further described in Part I, Item 1A,
�Risk Factors� and Part II, Item 7, �Management�s Discussion and Analysis of Financial Condition and Results of Operations � Market
Considerations.�

Our Current Businesses

We are a global investment manager specializing in alternative assets. Our current offering of alternative investment products includes private
equity funds and hedge funds. We refer to these investment products, collectively, as the Fortress Funds. As of December 31, 2008, we managed
alternative assets in two core businesses:

Private Equity Funds � a business that manages approximately $15.8 billion of AUM comprised of two business segments: (i) funds that
primarily make significant, control-oriented investments in North America and Western Europe, with a focus on acquiring and building
asset-based businesses with significant cash flows. We also manage a family of �long dated value� funds focused on investing in undervalued
assets with limited current cash flows and long investment horizons; and (ii) publicly traded alternative investment vehicles, which we refer to as
�Castles,� that invest primarily in real estate and real estate related debt investments.

Hedge Funds � a business that manages approximately $13.7 billion of AUM comprised of two business segments: (i) liquid hedge funds � which
invest globally in fixed income, currency, equity and commodity markets and related derivatives to capitalize on imbalances in the financial
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markets; and (ii) hybrid hedge funds � which make highly diversified investments globally in assets, opportunistic lending situations and
securities through the capital structure with a value orientation, as well as investment funds managed by external managers.

1
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Principal Sources of Revenue

Overview

Our principal sources of revenues from the Fortress Funds consist of (i) management fees, which are typically earned as a percentage of AUM,
(ii) incentive income, which is typically earned as a percentage of profits, in some cases in excess of, or subject to achieving, specified
thresholds, and (iii) investment income (loss), which represents the returns on our principal investments in the Fortress Funds.

The following table provides the management fees and incentive income from Fortress Funds, on a segment reporting basis, of each of our core
businesses for the previous three fiscal years (in thousands):

2008 2007 2006
Private Equity
Funds
Management Fees $ 178,191 $ 131,939 $ 84,279
Incentive Income (A) (94,307) 275,254 129,800

Castles
Management Fees 54,102 49,661 32,544
Incentive Income 12 39,490 15,682

Hedge Funds
Liquid
Management Fees 217,575 158,882 92,746
Incentive Income 17,658 199,283 154,068

Hybrid
Management Fees 147,823 129,516 84,536
Incentive Income 13,609 97,465 135,939

(A)   2008 amount is net of a reserve for future clawback.
Certain of our segments are comprised of, and dependent on the performance of, a limited number of Fortress Funds. Each of these funds is
material to the results of operations of its segment and the loss of any of these funds would have a material adverse impact on the segment.
Moreover, the revenues we earned from certain funds individually exceeded 10% of our total revenues on an unconsolidated basis for fiscal
2008. For additional information regarding our segments, the information presented above, our total assets and our distributable earnings (as
defined below), please see Part II, Item 7, �Management�s Discussion and Analysis of Financial Condition and Results of Operations�Segment
Analysis� and Part II, Item 8, �Financial Statements and Supplementary Data.�

Private Equity Funds

Overview

Our private equity business is made up primarily of a series of funds named the �Fortress Investment Funds� and organized to make
control-oriented investments in cash flow generating, asset-based businesses in North America and Western Europe.

Fortress Investment Funds

Investors in our private equity funds commit capital at the outset of a fund, which is then drawn down as investment opportunities become
available, generally over a one to three year investment period. Proceeds are returned to investors as investments are realized, generally over
eight to ten years. Management fees of 1% to 1.5% are generally charged on committed capital during the investment period of a new fund, and
then on invested capital (or NAV, if lower). Management fees are generally paid to us semi-annually in advance. We also generally earn a 20%
share of the profits on each realized investment in a fund �our incentive income � subject to the fund�s achieving a minimum return with respect to
the fund as a whole, that is, taking into account all gains and losses on all investments in the fund. In addition, we earn investment income (or
incur losses) on our principal investments in the Fortress Investment Funds.
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Long Dated Value Funds

In addition to our Fortress Investment Fund family of funds, we introduced in early 2005 a pioneering private equity fund product � the Long
Dated Value family of funds � which focuses on making investments with long dated cash flows that may be undervalued because of the lack of
current cash flows or because the investment is encumbered by a long term lease or financing, and that provide the potential for significant
capital appreciation over the long term.

2
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The Long Dated Value Funds are generally similar in structure to the Fortress Investment Fund family of funds, including in terms of fees
payable to us, except that the funds have an investment life of 25 years, reflecting the funds� investment profiles, and incentive income is
distributed to us after all of a fund�s invested capital has been returned, rather than as each investment is realized.

Real Assets Funds

Fortress established the Real Assets Funds in 2007 seeking to generate superior risk adjusted returns by opportunistically investing in tangible
and intangible assets with the potential to achieve significant value generally within a three-to-ten year time horizon. The investment program of
these funds focuses on direct investments in four principal investment categories�real estate, capital assets, natural resources and intellectual
property� but also may include indirect investments in the form of interests in real estate investment trusts (�REITs�), master limited partnerships,
corporate securities, debt securities and debt obligations�including those that provide equity upside�as well as options, royalties, residuals and
other call rights that provide these funds with the potential for significant capital appreciation. The investments are located primarily in North
America and Western Europe, but may also include opportunities in Australia, Asia and elsewhere on an opportunistic basis.

Credit Opportunities Funds

Fortress established the Fortress Credit Opportunities Funds in 2008 to make opportunistic credit-related investments. Their investment
objective is to generate significant current income and long-term capital appreciation through investments in a range of distressed and
undervalued credit investments, including but not limited to residential loans and securities, commercial mortgage loans and securities,
opportunistic corporate loans and securities, and other consumer or commercial assets and asset-backed securities.

Castles

We manage two publicly traded companies: Newcastle Investment Corp. (NYSE: NCT) and Eurocastle Investment Limited (Euronext
Amsterdam: ECT), which we call our �Castles.� The Castles were raised with broad investment mandates to make investments in a wide variety of
real estate related assets, including securities, loans and real estate properties. The companies have no employees; we provide each company
with a management team pursuant to management agreements entered into with each company. Pursuant to our management agreements, we
earn management fees from each Castle equal to 1.5% of the company�s equity (as defined in such agreements). In addition, we earn incentive
income equal to 25% of the company�s funds from operations (or �FFO,� which is the real estate industry�s supplemental measure of operating
performance) in excess of specified returns to the company�s shareholders. In addition to these fees, we also receive from the Castles, for services
provided, options to purchase shares of their common stock in connection with each of their common stock offerings. These options are vested
immediately, become exercisable over thirty months, and have an exercise price equal to the applicable offering price.

Hedge Funds

Overview

Our hedge fund business focuses on absolute returns and is comprised of two business segments: liquid hedge funds and hybrid hedge funds.

Liquid Hedge Funds

The liquid hedge funds, which invest daily in markets around the globe, seek to exploit opportunities in global currency, interest rate, equity and
commodity markets and their related derivatives. Risk management is the cornerstone of the investment process, and the funds invest with a
focus on preservation of capital. Investment opportunities are evaluated and rated on a thematic and an individual basis to determine appropriate
risk-reward and capital allocations.

Drawbridge Global Macro Funds

The Drawbridge Global Macro Funds apply an investment process based on macroeconomic fundamental, market momentum and technical
analyses to identify strategies offering a favorable risk-return profile. The funds� investment strategies are premised on the belief that imbalances
in various financial markets are created from time to time by the influence of economic, political and capital flow factors. Directional and
relative value strategies are applied to exploit these conditions. The funds have the flexibility to allocate capital dynamically across a wide range
of global strategies, markets and instruments as opportunities change, and are designed to take advantage of a wide variety of sources of market,
economic and pricing data to generate trading ideas.
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The funds invest primarily in major developed markets; however, they also invest in emerging markets if market conditions present
opportunities for attractive returns. While the funds pursue primarily global macro directional and relative value strategies, capital is allocated
within the funds to particular strategies to provide incremental returns and diversity.
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Management fees are charged based on the AUM of the Drawbridge Global Macro Funds at a rate equal to 2% or 3% annually, payable
quarterly in advance, depending on the investment and liquidity terms elected by investors. We earn incentive income of either 20% or 25% of
the fund�s profits, payable quarterly, depending on the investment and liquidity terms elected by investors, and subject to achieving cumulative
positive returns since the prior incentive income payment. Investors in the Drawbridge Global Macro Funds may invest with the right to redeem
without paying any redemption fee either quarterly, or annually after three years. However, unless a redemption fee is paid to the funds, full
redemption by investors with quarterly liquidity takes a year, as the amount redeemed each quarter is limited to 25% of the investor�s holding in
the funds. Similarly, some investors with three-year liquidity may redeem annually before three years, subject to an early redemption fee payable
to the funds.

The Drawbridge Global Macros Funds suspended redemptions to ensure an equitable division of both liquid and illiquid investments between
redeemers and non-redeemers. Illiquid investments were placed in special purpose entities whose interests were distributed to both redeemers
and non-redeemers. Investments held in this entity are subject to management fees of 1.5%.

Commodities Fund

This fund�s principal investment objective is to seek a superior total return on its assets by executing a directional investment strategy in the
global commodity and equity markets. This fund was established in 2008 and seeks to identify optimal risk-adjusted strategies by assessing
opportunities along various points of the relevant commodity and equity supply chains. This fund expects to invest across multiple sectors within
the commodity asset class ranging from energy to metals to agriculture and within the cyclical, industrial, and commodity equity universe.

Hybrid Hedge Funds

Our hybrid hedge funds are designed to exploit pricing anomalies that exist between the public and private finance markets. These investment
opportunities are often found outside the traditional broker-dealer mediated channels in which investments that are efficiently priced and
intermediated by large financial institutions are typically presented to the private investment fund community. We have developed a proprietary
network comprised of internal and external resources to exclusively source transactions for the funds.

The funds are able to invest in a wide array of financial instruments, ranging from assets, opportunistic lending situations and securities
throughout the capital structure with a value orientation. All of these investments are based on fundamental bottom up analysis and are typically
event driven. The funds� diverse and idiosyncratic investments require significant infrastructure and asset management experience to fully realize
value. We have developed a substantial asset management infrastructure with expertise in managing the funds� investments in order to be able to
maximize the net present value of investments on a monthly basis. Our endowment strategy funds are designed to blend this direct bottom up
investing style with third party managers to create excellent risk adjusted returns with an emphasis on capital preservation.

Drawbridge Special Opportunities Funds

The Drawbridge Special Opportunities Funds form the core of our hybrid hedge fund investing strategy. The funds opportunistically acquire a
diversified portfolio of investments primarily throughout the United States, Western Europe and the Pacific region. The funds� investment
program incorporates three complementary investment strategies, focusing on asset-based transactions, loans and corporate securities. The
majority of the funds� investments are relatively illiquid, and the funds generally make investments that are expected to liquidate or be realized
within a five year period.

Management fees are charged based on the AUM of the Drawbridge Special Opportunities Funds at a rate equal to 2% annually, payable
quarterly in advance. We generally earn incentive income of 20% of the fund�s profits, payable annually, and subject to achieving cumulative
positive returns since the prior incentive income payment. Investors in the Drawbridge Special Opportunities Funds may redeem annually on
December 31. Because of the illiquid nature of the funds� investments, rather than receiving redemption proceeds immediately, redeeming
investors may have to receive their redemption proceeds as and when the particular investments held by the fund at the time of redemption are
realized.

Fortress Partners Funds

The Fortress Partners Funds were launched in July 2006. The funds invest with a broad mandate, similar to endowment portfolios of large
universities. Investments are made both in Fortress Funds and in funds managed by other managers, and in direct investments that are sourced
either by Fortress personnel or by third party fund managers with whom we have relationships.
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Competition

The investment management industry is intensely competitive, and we expect the competition to intensify in the future. We face competition in
the pursuit of outside investors for our investment funds, acquiring investments in attractive portfolio companies and making other investments.
Depending on the investment, we expect to face competition primarily from other investment management firms, private equity funds, hedge
funds, other financial institutions, corporate buyers and other parties. Many of our competitors are substantially larger and may have greater
financial and technical resources than we possess. Some of these competitors may have higher risk tolerances, make different risk assessments or
have lower return thresholds, which could allow them to consider a wider variety of investments or bid more aggressively than we bid for
investments that we want to make. Corporate buyers may be able to achieve synergistic cost savings with regard to an investment that may
provide them with a competitive advantage relative to us when bidding for an investment. Moreover, an increase in the allocation of capital to
alternative investment strategies by institutional and individual investors could lead to a reduction in the size and duration of pricing
inefficiencies that many of our investment funds seek to exploit. Alternatively, a decrease in the allocation of capital to alternative investments
strategies could intensify competition for that capital and lead to fee reductions and redemptions, as well as difficulty in raising new capital, as
we are currently experiencing. Lastly, the market for qualified investment professionals is intensely competitive. Our ability to continue to
compete effectively will depend upon our ability to attract, retain and motivate our employees.

Where Readers Can Find Additional Information

Fortress files annual, quarterly and current reports, proxy statements and other information required by the Securities Exchange Act of 1934, as
amended (the �Exchange Act�), with the Securities and Exchange Commission (�SEC�). Readers may read and copy any document that Fortress
files at the SEC�s Public Reference Room located at 100 F Street, N.E., Washington, D.C. 20549, U.S.A. Please call the SEC at 1-800-SEC-0330
for further information on the Public Reference Room. Our SEC filings are also available to the public from the SEC�s internet site at
http://www.sec.gov. Copies of these reports, proxy statements and other information can also be inspected at the offices of the New York Stock
Exchange, Inc., 20 Broad Street, New York, New York 10005, U.S.A.

Our internet site is http://www.fortress.com. We will make available free of charge through our internet site our annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K, proxy statements and Forms 3, 4 and 5 filed on behalf of directors and executive
officers and any amendments to those reports filed or furnished pursuant to the Exchange Act as soon as reasonably practicable after we
electronically file such material with, or furnish it to, the SEC. Also posted on our website in the �Investor Relations�Governance Documents�
section are charters for the company�s Audit Committee, Compensation Committee and Nominating, Corporate Governance and Conflicts
Committee as well as our Corporate Governance Guidelines and our Code of Business Conduct and Ethics governing our directors, officers and
employees. Information on, or accessible through, our website is not a part of, and is not incorporated into, this report.
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Item 1A. Risk Factors
We face a variety of significant and diverse risks, many of which are inherent in our business. Described below are certain risks that we
currently believe could materially affect us. Other risks and uncertainties that we do not presently consider to be material or of which we are not
presently aware may become important factors that affect us in the future. The occurrence of any of the risks discussed below could materially
and adversely affect our business, prospects, financial condition, results of operations or cash flow.

Risks Related to the Financial Services Industry and Financial Markets

We do not know what impact the U.S. government�s various plans to attempt to stabilize the economy will have on the financial markets
or our business.

In response to the financial crises affecting the banking system and financial markets and going concern threats to investment banks and other
financial institutions, the U.S. government enacted the Emergency Economic Stabilization Act of 2008, or EESA, on October 3, 2008. Pursuant
to the EESA, the U.S. Treasury has the authority to, among other things, purchase up to $700 billion of mortgage-backed and other securities
from financial institutions for the purpose of stabilizing the financial markets. In addition, the U.S. government also recently made preferred
equity investments in a number of the largest financial institutions, including Citigroup, Bank of America and AIG. In addition, on March 3,
2009, the U.S. Department of the Treasury and the Federal Reserve announced the launch of the Term Asset-Backed Securities Loan Facility, or
TALF, which provides up to $200 billion (which may be increased to up to $1 trillion) of financing to certain U.S. entities to purchase qualifying
AAA-rated asset-backed securities. Such financing is subject to various conditions, has a term of three years and accrues interest at specified
rates. It is not clear what impact the various plans to attempt to stabilize the economy will have on the financial markets, including the illiquidity
in the global credit markets and the extreme levels of volatility in the global equity markets.

Moreover, while the details of these initiatives are subject to change, it is unclear whether we and/or our funds will be eligible to participate
directly in these programs and, therefore, these initiatives may not directly benefit us. If any of our competitors are able to benefit from these
programs, they may gain a significant competitive advantage over us. In addition, the government may decide to implement these programs in
unanticipated ways that have a more direct impact on our funds or our businesses. For example, the government may decide that it will not
purchase certain types of loans or securities which may make the price of those securities decline. If we own such securities in our funds, such
price impacts may have an adverse impact on the liquidity and/or performance of our affected funds.

Risks Related To Our Business

The terms of our credit agreement may restrict our current and future operations, particularly our ability to respond to certain changes
or to take future actions.

Our credit agreement contains a number of restrictive covenants and requires significant amortization payments over the next several years,
which collectively impose significant operating and financial restrictions on us, including restrictions that may limit our ability to engage in acts
that may be in our long-term best interests. Although we recently amended our credit agreement to, among other things, make the financial
covenants less restrictive, the terms of our credit agreement still impose significant operating and financial restrictions on us. Our credit
agreement includes financial covenants that we:

� not exceed a total leverage ratio;

� maintain a minimum AUM; and

� maintain a minimum amount of investment assets (and maintain specific amounts of certain types of investments).
The leverage ratio covenant is tested as of the end of each fiscal quarter while the AUM and investment asset covenants are applicable at all
times. We have amended these and other covenants several times in the last year in order to provide sufficient flexibility to ensure compliance
with the terms of our credit agreement. Our ability to comply with these and other covenants is dependent upon a number of factors, some of
which are beyond our control but could nonetheless result in noncompliance. For example, our leverage ratio fluctuates depending upon the
amount of cash flow that we generate, and the value of our AUM and investment assets fluctuates due to a variety of factors, including
mark-to-market valuations of certain assets and other market factors. The ongoing global economic recession has negatively impacted the cash
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flow that we have generated and expect to generate in the future as well as the current and expected value of our investment assets and current
and expected AUM. These negative conditions, in turn, negatively affect our ability to comply with these covenants. Our credit agreement also
contains other covenants that restrict our operations as well as a number of events that, if they occurred, would constitute an event of default
under the agreement.

In addition, our credit agreement requires that we repay a significant amount of the loans currently outstanding at set dates over the next several
years. We are required to make the following amortization payments during the following time periods: $50 million in July 2009, $25 million in
October 2009, an additional $100 million during 2010, an
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additional $75 million by January 2011, and the remaining balance at the maturity of the facilities in May 2012. Making these payments will
require a significant amount of our available cash flow that could otherwise be applied to other purposes such as making investments.

A failure by us to comply with the covenants or amortization requirements � or upon the occurrence of other defaults or events of default �
specified in our credit agreement could result in an event of default under the agreement, which would give the lenders under the agreement the
right to terminate their commitments to provide additional loans under our revolving credit facility, to declare all borrowings outstanding,
together with accrued and unpaid interest and fees, to be immediately due and payable. In addition, the lenders would have the right to proceed
against the collateral we granted to them, which consists of substantially all our assets. If the debt under our credit agreement were to be
accelerated, we may not have sufficient cash on hand or be able to sell sufficient collateral to repay this debt, which would have an immediate
material adverse affect on our business, results of operations and financial condition. For more detail regarding our credit agreement, its terms
and the current status of our compliance with the agreement, please see Part II, Item 7, �Management�s Discussion and Analysis of Financial
Condition and Results of Operations � Liquidity and Capital Resources� and ��Debt Obligations,� and ��Covenants.�

We depend on Messrs. Briger, Edens, Kauffman, Nardone and Novogratz, and the loss of any of their services would have a material
adverse effect on us.

The success of our business depends on the efforts, judgment and personal reputations of our principals, Peter Briger, Wesley Edens, Robert
Kauffman, Randal Nardone and Michael Novogratz. Our principals� reputations, expertise in investing, relationships with our investors and
relationships with members of the business community on whom our funds depend for investment opportunities and financing, are each critical
elements in operating and expanding our businesses. We believe our performance is strongly correlated to the performance of these individuals.
Accordingly, the retention of our principals is crucial to our success. In addition, if any of our principals were to join or form a competitor, some
of our investors could choose to invest with that competitor rather than in our funds. The loss of the services of any of our principals would have
a material adverse effect on us, including our ability to retain and attract investors and raise new funds, and the performance of our funds. Two
or more of our principals occasionally fly together, which concentrates the potential impact of an accident on our company. We do not carry any
�key man� insurance that would provide us with proceeds in the event of the death or disability of any of our principals.

Each of our principals has entered into an employment agreement with us. The initial term of these agreements is five years from the date of our
initial public offering in February 2007, with automatic one-year renewals until a non-renewal notice is given by us or the principal. If a
principal terminates his employment voluntarily or we terminate his employment for cause (as defined in the agreement), the principal will be
subject to eighteen-month post-employment covenants requiring him not to compete with us. However, if we terminate a principal�s employment
without cause, the principal will not be subject to the non-competition provisions.

The principals have also entered into an agreement among themselves, which provides that, in the event a principal voluntarily terminates his
employment with us for any reason prior to the fifth anniversary of the consummation of our initial public offering, the principal may be
required to forfeit a portion of his Fortress Operating Group units (and the corresponding Class B shares) to the other principals who continue to
be employed by the Fortress Operating Group. However, this agreement may be amended by the principals who are then employed by the
Fortress Operating Group. We, our shareholders and the Fortress Operating Group have no ability to enforce any provision of this agreement or
to prevent the principals from amending the agreement or waiving any of its obligations.

There is no guarantee that our principals will not resign, join our competitors or form a competing company, or that the non-competition
provisions in the employment agreements would be upheld by a court. If any of these events were to occur, our business, prospects, financial
condition and results of operation would be materially adversely affected.

Several of our funds have �key man� provisions pursuant to which the failure of one or more of our principals to be actively involved in
the business provides investors with the right to redeem from the funds or otherwise limits our rights to manage the funds. The loss of
the services of any one of Messrs. Briger, Edens or Novogratz, or both of Mr. Kauffman and Mr. Nardone, would have a material
adverse effect on certain of our funds and on us.

Investors in most of our hedge funds may generally redeem their investment without paying redemption fees if the relevant principal ceases to
perform his functions with respect to the fund for 90 consecutive days. In addition, the terms of certain of our hedge funds� financing
arrangements contain �key man� provisions, which may result, under certain circumstances, in the acceleration of such funds� debt or the inability
to continue funding certain investments if the relevant principal ceases to perform his functions with respect to the fund and a replacement has
not been approved.
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The loss or inability of Mr. Novogratz to perform his services for 90 days could result in substantial withdrawal requests from investors in our
Drawbridge Global Macro funds and, in the event that a replacement is not approved, the termination of a substantial portion of the funds�
financing arrangements. Such withdrawals and terminations would have a material adverse effect on the Drawbridge Global Macro funds by
reducing our management fees from those funds. Further, such withdrawals and terminations could lead possibly to the liquidation of the funds
and a corresponding elimination of our management fees and potential to earn incentive income from those funds. The loss of Mr. Novogratz
could, therefore, ultimately result in a loss of a material portion of our earnings attributable to our liquid hedge fund business segment.

The loss or inability of Mr. Briger to perform his services for 90 days could result in substantial withdrawal requests from investors in our
Drawbridge Special Opportunities funds and, in the event that a replacement for him is not approved, the termination of a substantial portion of
the funds� financing arrangements. Such withdrawals and terminations would have a material adverse effect on the Drawbridge Special
Opportunities funds by reducing our management fees from those funds. Further, such withdrawals and terminations could lead possibly to the
eventual liquidation of the funds and a corresponding elimination of our management fees and potential to earn incentive income from those
funds. The loss or inability of Mr. Briger to perform his services or devote an appropriate portion of his business time to the long dated value
funds for 90 days would (unless approved by a majority of fund investors) prevent some of the Drawbridge long dated value funds from making
additional investments. This could have a material adverse effect on such long dated value funds, resulting in us receiving reduced management
fees. The loss of Mr. Briger could, therefore, ultimately result in a loss of a material portion of our earnings attributable to our hybrid hedge fund
business segment.

If either Mr. Edens or both of Mr. Kauffman and Mr. Nardone cease to devote certain minimum portions of their business time to the affairs of
certain of our private equity funds, the funds will not be permitted to make further investments, and then-existing investments may be liquidated
if investors vote to do so. Our ability to earn management fees and realize incentive income from our private equity funds therefore would be
adversely affected if we cannot make further investments or if we are required to liquidate fund investments at a time when market conditions
result in our obtaining less for investments than could be obtained at later times. In addition, we may be unable to raise additional private equity
funds if existing private equity fund key-man provisions are triggered. The loss of either Mr. Edens or both of Mr. Kauffman and Mr. Nardone
could, therefore, ultimately result in a loss of substantially all of our earnings attributable to our private equity funds.

Any such events would potentially have a direct material adverse effect on our revenues and earnings, and would likely harm our ability to
maintain or grow management fee paying assets under management in existing funds or raise additional funds in the future.

Our ability to retain our managing directors is critical to our success and our ability to grow depends on our ability to attract additional
key personnel.

Our success depends on our ability to retain our managing directors and the other members of our investment management team and recruit
additional qualified personnel. We collectively refer to these key employees (other than our principals) as our investment professionals. Our
investment professionals possess substantial experience and expertise in investing, are responsible for locating and executing our funds�
investments, have significant relationships with the institutions which are the source of many of our funds� investment opportunities, and in
certain cases have strong relationships with our investors. Therefore, if our investment professionals join competitors or form competing
companies it could result in the loss of significant investment opportunities and certain existing investors. As a result, the loss of even a small
number of our investment professionals could jeopardize the performance of our funds, which could have a material adverse effect on our results
of operations as well as our ability to retain and attract investors and raise new funds. Also, while we have non-competition and non-solicitation
agreements with certain investment professionals, there is no guarantee that the agreements to which our investment professionals are subject,
together with our other arrangements with them, will prevent them from leaving us, joining our competitors or otherwise competing with us or
that these agreements will be enforceable in all cases. In addition, these agreements will expire after a certain period of time, at which point each
of our investment professionals would be free to compete against us and solicit investors in our funds, clients and employees.

Efforts to retain or attract investment professionals may result in significant additional expenses, which could adversely affect our profitability,
and changes in law could hamper our recruitment and retention efforts. For example, we might not be able, or may elect not, to provide future
investment professionals with equity interests in our business to the same extent or with the same tax consequences as our existing investment
professionals. Therefore, in order to recruit and retain existing and future investment professionals, we may need to increase the level of cash
compensation that we pay to them. Accordingly, as we promote or hire new investment professionals over time, we may increase the level of
cash compensation we pay to our investment professionals, which would cause our total employee compensation and benefits expense as a
percentage of our total revenue to increase and adversely affect our profitability. In addition, we may deem it necessary to maintain
compensation levels to retain employees even during periods when we generate less revenues than in previous periods, which would reduce our
profit margins. Also, if
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proposed legislation were to be enacted by the U.S. Congress to treat carried interest as ordinary income rather than as capital gain for U.S.
federal income tax purposes, such legislation would materially increase the amount of taxes that we and our investment professionals that are
compensated in part with carried interest would be required to pay, thereby adversely affecting our ability to recruit, retain and motivate our
current and future professionals. See ��Our structure involves complex provisions of U.S. federal income tax law for which no clear precedent or
authority may be available. Our structure also is subject to potential legislative, judicial or administrative change and differing interpretations,
possibly on a retroactive basis.� Lastly, issuance of certain equity interests in our business to current or future investment professionals would
dilute Class A shareholders.

Certain of our funds face particular retention issues with respect to investment professionals whose compensation is tied, often in large part, to
performance thresholds, or �high water marks.� For example, several investment professionals receive performance-based compensation at the end
of each year based upon their annual investment performance, and this performance-based compensation represents substantially all of the
compensation the professional is entitled to receive during the year. If the investment professional�s annual performance is negative, the
professional will not be entitled to receive any performance-based compensation for the year. Alternatively, certain other investment
professionals are compensated in part based upon the performance fees earned by the fund during each quarter. The fund�s positive quarterly
investment performance represents a high water mark, and neither the fund nor the investment professional is entitled to receive future
performance-based compensation until the fund�s cumulative performance at the end of a subsequent quarter is greater than the previously set
mark. In either compensation scenario, if the investment professional or fund, as the case may be, does not produce investment results sufficient
to merit performance-based compensation, any affected investment professional may be incentivized to join a competitor because doing so
would allow the professional to eliminate the burden of having to satisfy the high water mark before earning performance-based compensation.
Similarly, many of our investment professionals in our private equity business are compensated with grants of carried interest in our funds.
During periods of economic volatility such as what we are currently experiencing, realization events in our private equity business may be
delayed, and it may therefore take significantly longer for investments to result in payments to such professionals. In addition, in the event that
overall returns for any of our private equity funds result in the generation of less incentive income than might have otherwise been anticipated,
such professionals� grants of carried interest in such fund will have similarly decreased value. To retain such professionals, the fund�s manager
may elect to compensate the professional using a portion of the management fees earned by the manager, which would, in turn, reduce the
amount of cash available to the public company, thereby reducing the amount available for distribution to our Class A shareholders or other
liquidity needs. This retention risk is heightened during periods similar to those we are currently experiencing where market conditions make it
more difficult to generate positive investment returns.

We have experienced rapid growth, which may be difficult to sustain and which may place significant demands on our administrative,
operational and financial resources.

Our management fee paying assets under management have increased from approximately $11.3 billion as of December 31, 2005 to
$29.5 billion as of December 31, 2008. Our rapid growth has created significant demands on our legal, accounting and operational infrastructure,
and increased expenses. The complexity of these demands, and the expense required to address them, is a function not simply of the amount by
which our fee paying assets under management have grown, but of significant differences in the investing strategies of our different funds. In
addition, we are required to continuously develop our systems and infrastructure in response to the increasing sophistication of the investment
management market and legal, accounting and regulatory developments. Moreover, the strains upon our resources caused by our growth are
compounded by the additional demands imposed upon us now as a public company with shares listed on the New York Stock Exchange and,
thus, subject to an extensive body of regulations that did not apply to us prior to our initial public offering.

Our future growth will depend, among other things, on our ability to maintain an operating platform and management system sufficient to
address our growth and will require us to incur significant additional expenses and to commit additional senior management and operational
resources. As a result, we face significant challenges:

� in maintaining adequate accounting, financial, compliance, trading and other business controls,

� implementing new or updated information, financial and disclosure systems and procedures, and

� in recruiting, training, managing and appropriately sizing our work force and other components of our business on a timely and
cost-effective basis.
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There can be no assurance that we will be able to manage our expanding operations effectively or that we will be able to continue to grow, and
any failure to do so could adversely affect our ability to generate revenue and control our expenses.

Operational risks may disrupt our businesses, result in losses or limit our growth.

We face operational risk from errors made in the negotiation, execution, confirmation or settlement of transactions. We also face operational risk
from transactions not being properly recorded, evaluated or accounted for in our funds.
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In particular, our liquid and hybrid hedge fund businesses are highly dependent on our ability to process and evaluate, on a daily basis,
transactions across markets and geographies in a time-sensitive, efficient and accurate manner. Consequently, we rely heavily on our financial,
accounting and other data processing systems. In addition, new investment products we introduce create (and recently introduced products
created) a significant risk that our existing systems may not be adequate to identify or control the relevant risks in the investment strategies
employed by such new investment products. If any of these systems do not operate properly, are inadequately designed or are disabled, we could
suffer financial loss, a disruption of our businesses, liability to our funds, regulatory intervention and reputational damage.

In addition, we operate in an industry that is highly dependent on its information systems and technology. We believe that we have designed,
purchased and installed high-quality information systems to support our business. There can be no assurance, however, that our information
systems and technology will continue to be able to accommodate our operations, or that the cost of maintaining such systems will not increase
from its current level. Such a failure to accommodate our operations, or a material increase in costs related to such information systems, could
have a material adverse effect on us.

Furthermore, we depend on our headquarters, which is located in New York City, for the operation of our business. A disaster or a disruption in
the infrastructure that supports our businesses, including a disruption involving electronic communications or other services used by us or third
parties with whom we conduct business, or directly affecting our headquarters, may have an adverse impact on our ability to continue to operate
our business without interruption, which could have a material adverse effect on us. Although we have disaster recovery programs in place, there
can be no assurance that these will be sufficient to mitigate the harm that may result from such a disaster or disruption. In addition, insurance
and other safeguards might only partially reimburse us for our losses.

Finally, we rely on third party service providers for certain aspects of our business, including certain financial operations of our hedge funds. In
particular, we rely heavily on the services of third party administrators in our hedge fund businesses and on the general ledger software provider
for a number of our funds. Any interruption or deterioration in the performance of these third parties could impair the quality of the funds�
operations and could impact our reputation and adversely affect our business and limit our ability to grow.

The historical and unaudited pro forma financial information through March 31, 2007 included in this report is not indicative of our
future performance.

The historical combined financial information through March 31, 2007, included in this report is not indicative of our future financial results.
Such historical combined financial information consolidated a large number of our significant funds, which were not consolidated after that date
as a result of the consummation of the deconsolidation of such funds on March 31, 2007. In addition, such historical combined financial
information included in this report does not reflect the added costs that we now incur as a public company or the impact of changes in our
structure that we implemented immediately after the consummation of our initial public offering in February 2007, for periods prior to that date.
Moreover, because we operated through limited liability companies prior to our initial public offering, we paid little or no taxes on profits.
However, since the time of our initial public offering we have been subject to certain taxation on our profits as a result of the changes we made
to our structure in connection with our initial public offering.

The results of future periods are likely to be materially different from pre-March 2007 periods as a result of:

� the impact of transactions occurring in connection with our initial public offering in relation to the size of the company during earlier
periods;

� fund performance in the future which differs from the historical performance reflected in our financial information for earlier
periods; and

� the pace of growth of our business in the future, including the formation of new funds, which differs from the historical growth
reflected in our financial information for earlier periods.

Accordingly, our historical combined financial information from pre-March 2007 periods is not intended to be, and should not be regarded as,
indicative of our future performance.
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In addition, we have provided in this report pro forma financial information regarding the impact of the deconsolidation of a number of Fortress
Funds, which took place on March 31, 2007, on our historical combined financial information for the period ended December 31, 2007. The pro
forma adjustments, which are based on available information and certain assumptions that we believe are reasonable, have been applied to this
historical combined financial information. The pro forma financial information is provided for informational purposes only and does not purport
to represent or be indicative of the results that actually would have been obtained had the deconsolidation occurred on January 1, 2007, or that
may be obtained for any future period. See Note 13 to Part I, Item 1, �Financial Statements and Supplementary Data� Pro Forma Financial
Information (Unaudited).�
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We derive a substantial portion of our revenues from funds managed pursuant to management agreements that may be terminated or fund
partnership agreements that permit investors to request liquidation of investments in our funds on short notice. The termination of certain
management agreements or commencement of the dissolution of certain funds would constitute an event of default under our credit agreement.

The terms of our funds generally give either the general partner of the fund or the fund�s board of directors the right to terminate our investment
management agreement with the fund. However, insofar as we control the general partner of our funds which are limited partnerships, the risk of
termination of investment management agreement for such funds is limited, subject to our fiduciary or contractual duties as general partner. This
risk is more significant for our offshore hedge funds where we do not serve as the general partner, which represent a significant portion of our
hedge fund AUM.

With respect to our private equity funds formed as registered investment companies, each fund�s investment management agreement must be
approved annually by the independent members of such fund�s board of directors and, in certain cases, by its members, as required by law.
Termination of these agreements would reduce the fees we earn from the relevant funds, which could have a material adverse effect on our
results of operations.

In addition, following the deconsolidation of the Fortress Funds from the Company�s balance sheet, investors in any private equity fund and
certain hedge funds have the ability to act, without cause, to accelerate the date on which the fund must be wound down. We will cease earning
management fees on the assets of any such fund that is wound down. In addition, the winding down of a material fund or group of funds within a
short period of time could trigger an event of default under certain debt covenants in our credit facility. Our ability to realize incentive income
from such funds therefore would be adversely affected if we are required to liquidate fund investments at a time when market conditions result
in our obtaining less for investments than could be obtained at later times.

In addition, management agreements of our funds that are registered investment companies under the Investment Company Act of 1940 would
terminate if we were to experience a change of control without obtaining investor consent. Such a change of control could be deemed to occur in
the event our principals exchange enough of their interests in the Fortress Operating Group into our Class A shares such that our principals no
longer own a controlling interest in us. We cannot be certain that consents required for the assignment of our investment management
agreements will be obtained if such a deemed change of control occurs. In addition, the board of directors of certain hedge funds have the right
under certain circumstances to terminate the investment management agreements with the applicable fund. Termination of these agreements
would affect the fees we earn from the relevant funds, which could have a material adverse effect on our results of operations.

Under the terms of our credit agreement, if, subject to certain exceptions, we cease to serve as the investment manager of any fund that generates
management and incentive fees during the previous twelve months � or which we expect to generate such fees within the next twelve months � in
an aggregate amount of at least $25 million, such termination would constitute an event of default under our credit agreement. In addition, if any
such fund commenced a process to dissolve, liquidate or otherwise wind-up the fund, such commencement would also constitute an event of
default under our credit agreement. If either event of default occurred, it would give our lenders the right to terminate their commitments to lend
us funds under our revolving credit facility and to require us to repay all outstanding term loans immediately (in addition to other remedies
available under the credit agreement). If our lenders exercised their rights upon the occurrence of an event of default, doing so would likely have
an immediate material adverse affect on our business, results of operations and financial condition.

We are subject to third-party litigation risk that could result in significant liabilities and reputational harm, which could materially
adversely affect our results of operations, financial condition and liquidity.

In general, we will be exposed to risk of litigation by our fund investors if our management of any fund is alleged to constitute gross negligence
or willful misconduct. Investors could sue us to recover amounts lost by our funds due to our alleged misconduct, up to the entire amount of loss.
Further, we may be subject to litigation arising from investor dissatisfaction with the performance of our funds or from allegations that we
improperly exercised control or influence over companies in which our funds have large investments. By way of example, we, our funds and
certain of our employees, are each exposed to the risks of litigation relating to investment activities in our funds and actions taken by the officers
and directors (some of whom may be Fortress employees) of portfolio companies, such as risks relating to a portfolio company�s mortgage
servicing activities and the risk of shareholder litigation by other shareholders of public companies in which our funds have large investments.
The stock prices of several of our publicly traded portfolio companies and Castles have decreased significantly over the past several months
(resulting in the delisting of one of our portfolio companies from the NYSE), which decreases may lead to securities class action claims or other
suits against us. In addition, we are exposed to risks of litigation or investigation relating to transactions that presented conflicts of interest that
were not properly addressed. In such actions we would be obligated to bear legal, settlement and other costs (which may be in excess of
available insurance coverage). In addition, although we are indemnified by the funds we manage, our rights to indemnification may be
challenged. If we are required to incur all or a portion of the costs arising out of litigation or investigations as a result of inadequate insurance
proceeds or failure to obtain indemnification from our funds, our results of operations, financial condition and liquidity could be materially
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adversely affected. As a general matter, the litigation environment in the investment management business tends to become worse in times of
extreme market volatility such as what we are currently experiencing. We have experienced negative performance over the past several months
in several of our investment funds, which increases the likelihood that we will be sued by one or more of our investors.

In our liquid hedge funds, we are exposed to the risk of litigation if the funds suffer catastrophic losses due to the failure of a particular
investment strategy or due to the trading activity of an employee who has violated market rules and regulations. Any litigation arising in such
circumstances is likely to be protracted, expensive and surrounded by circumstances which are materially damaging to our reputation and our
business. In addition, we face the risk of litigation from investors in our private equity funds and hybrid hedge funds if we violate restrictions in
such funds� organizational documents (for example, by failing to seek approval for related party transactions requiring approval or by exceeding
the mandate of such funds).

Our liquid hedge funds, our offshore hybrid hedge fund and many of our private equity funds are incorporated or formed under the laws of the
Cayman Islands. Cayman Islands laws, particularly with respect to shareholders rights, partner rights and bankruptcy, may differ from the laws
of the United States. Cayman Islands laws could change, possibly to the detriment of our funds and investment management subsidiaries. In
December 2008, our flagship liquid hedge funds, the Drawbridge Global Macro Funds, temporarily suspended redemptions from the funds due
to the heavy volume of redemption requests received during the fourth quarter of 2008. The suspensions were based on the need to renegotiate
the terms of various financing arrangements to which the funds were party. In addition, at the time of the announcement of the redemption
suspension, the Drawbridge Global Macro Funds announced their intention to engage in a significant restructuring of their business, including
the planned bifurcation of the funds� investment portfolios into separately-managed �liquid� and �illiquid� pools, the distribution of interests in the
illiquid pools to all fund investors, revisions to certain of the fees charged to the funds� investors and a plan to allow investors to exchange their
fund interests into a newly-formed fund anticipated to be formed during the second fiscal quarter of 2009. Since the time of such
announcements, the Drawbridge Global Macro Funds have successfully renegotiated the terms of their financing arrangements and have lifted
the suspension of redemptions and paid out the liquid portion of the redeemed investments (in the amount of $2.1 billion), and have also
proceeded with the announced restructuring plans. As of the date of this filing no litigation or material disputes have been filed or have arisen in
connection with these various transactions, but there can be no assurances that investors may not file such litigation at a later date based on
claims stemming from the transactions.

Also, as a public company, we are subject to the risk of investigation or litigation by regulators or our public shareholders arising from an array
of possible claims, including investor dissatisfaction with the performance of our businesses or our share price, allegations of misconduct by our
officers and directors or claims that we have inappropriately dealt with conflicts of interest or investment allocations. It is also likely that the
public company would be brought into any lawsuit that is filed involving any of the fund-related litigation risks described above. As with the
funds, while the public company maintains insurance, there can be no assurance that its insurance will prove to be adequate. If the public
company is required to incur all or a portion of the costs arising out of litigation or investigations, our results of operations could be materially
adversely affected. Furthermore, any such litigation or investigation could be protracted, expensive and highly damaging to the public company�s
reputation, even if the underlying claims are without merit. In addition, we may participate in transactions that involve litigation (including the
enforcement of property rights) from time to time, and such transactions may expose us to reputational risk and increased risk from countersuits.

In addition, with a workforce consisting of many very highly paid investment professionals, we face the risk of lawsuits relating to claims for
compensation, which may individually or in the aggregate be significant in amount. Such claims are likelier to occur in the current environment
where individual employees may experience significant volatility in their year-to-year compensation due to trading performance or other issues
and in situations where previously highly compensated employees were terminated for performance or efficiency reasons. The cost of settling
such claims could adversely affect our results of operations.

Our reputation, business and operations could be adversely affected by regulatory compliance failures, the potential adverse effect of
changes in laws and regulations applicable to our business and effects of negative publicity surrounding the alternative asset
management industry in general.

Potential regulatory action poses a significant risk to our reputation and thereby to our business. Our business is subject to extensive regulation
in the United States and in the other countries in which our investment activities occur. The Securities and Exchange Commission, or SEC,
oversees our activities as a registered investment adviser under the Investment Advisers Act of 1940. In addition, we are subject to regulation
under the Investment Company Act of 1940, the Securities Exchange Act of 1934, and various other statutes. We are subject to regulation by the
Department of Labor under the Employee Retirement Income Security Act of 1974 or ERISA. We and our Castles, as public companies, are
subject to applicable stock exchange regulations, and both we and Newcastle are subject to the Sarbanes-Oxley Act of 2002. A number of
portfolio companies in our private equity funds are also publicly traded and/or are subject to significant regulatory oversight (such as our senior
living and railroad investments). A number of our investing activities, such as our lending business, are subject to regulation by various U.S.
state regulators. In the
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United Kingdom, we are subject to regulation by the U.K. Financial Services Authority. Our other European operations, and our investment
activities around the globe, are subject to a variety of regulatory regimes that vary country by country.

Each of the regulatory bodies with jurisdiction over us has regulatory powers dealing with many aspects of financial services, including the
authority to grant, and in specific circumstances to cancel, permissions to carry on particular businesses. A failure to comply with the obligations
imposed by the Investment Advisers Act of 1940 on investment advisers, including record-keeping, advertising and operating requirements,
disclosure obligations and prohibitions on fraudulent activities, or by the Investment Company Act of 1940, could result in investigations,
sanctions and reputational damage. Our liquid hedge fund business, and, to a lesser degree, our hybrid hedge fund business, are involved
regularly in trading activities which implicate a broad number of U.S. and foreign securities law regimes, including laws governing trading on
inside information, market manipulation and a broad number of technical trading requirements that implicate fundamental market regulation
policies. Violation of such laws could result in severe restrictions on our activities and in damage to our reputation.

Some of our private equity funds currently qualify as venture capital operating companies, or VCOC, and therefore are not subject to the
fiduciary requirements of ERISA with respect to their assets. However, it is possible that the U.S. Department of Labor may amend the relevant
regulations or the characteristics of our funds may change. If these funds fail to qualify as VCOCs or otherwise satisfy the requirements of
ERISA, including the requirement of investment prudence and diversification or the prohibited transaction rules, it could materially interfere
with our activities in relation to these funds or expose us to risks related to our failure to comply with such requirements.

Our failure to comply with applicable laws or regulations could result in fines, censure, suspensions of personnel or investing activities or other
sanctions, including revocation of our registration as an investment adviser. The regulations to which our businesses are subject are designed
primarily to protect investors in our funds and to ensure the integrity of the financial markets. They are not designed to protect our Class A
shareholders. Even if a sanction imposed against us or our personnel by a regulator is for a small monetary amount, the adverse publicity related
to such sanction against us by regulators could harm our reputation, result in redemptions by investors from our funds and impede our ability to
raise additional capital or new funds.

As a result of recent highly-publicized financial scandals as well as the on going financial turmoil and related recently enacted government
bailout measures, investors, regulators and the general public have exhibited concerns over the integrity of both the U.S. financial markets and
the regulatory oversight of these markets. As a result, the regulatory environment in which we operate is subject to heightened scrutiny. With
respect to alternative asset management funds, in recent years, there has been debate in both the U.S. and foreign governments about new rules
or regulations to be applicable to hedge funds or other alternative investment products. For example, certain officials in Germany have called for
implementing additional regulations, which, if enacted, could potentially apply to our business activities throughout the European Union. In
April 2008, the U.S. Department of the Treasury released a blueprint for modernizing financial regulations that called for, among other things,
the regulation of hedge funds and private equity funds. In January, 2009, members of the Senate introduced the Hedge Fund Transparency Act,
which, among other things, proposes to require private equity funds and hedge funds to register with the SEC. Moreover, as calls for additional
regulation have increased, there may be a related increase in regulatory investigations of the trading and other investment activities of alternative
asset management funds, including our funds. Such investigations may impose additional expenses on us, may require the attention of senior
management and may result in fines if any of our funds are deemed to have violated any regulations.

In addition, the financial industry will likely become more highly regulated in the near future in response to recent events. The chairman of the
SEC and the president of the Federal Reserve Bank of New York have recently commented about the perceived need for additional regulation of
financial industry firms. Also, the chairman of the Senate committee that regulates the Commodities Futures Trading Commission recently
announced his intention to introduce legislation to require credit default swaps and other derivatives to be traded exclusively on regulated
exchanges.

We may be adversely affected if new or revised legislation or regulations are enacted, or by changes in the interpretation or enforcement of
existing rules and regulations imposed by the SEC, other U.S. or foreign governmental regulatory authorities or self-regulatory organizations
that supervise the financial markets. Such changes could place limitations on the type of investor that can invest in alternative asset funds or on
the conditions under which such investors may invest. Further, such changes may limit the scope of investing activities that may be undertaken
by alternative asset managers as well as their funds and portfolio companies. For example, the SEC�s recent temporary ban on short sales of
certain securities restricted the investment tools that some of our funds have used previously, and it is possible that the ban may be re-instituted
in the future. It is impossible to determine the extent of the impact of any new laws, regulations or initiatives that may be proposed, or whether
any of the proposals will become law. Compliance with any new laws or regulations could make compliance more difficult and expensive and
affect the manner in which we conduct business.
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Our results of operations may also be negatively impacted if certain proposed tax legislation is enacted. If legislation were to be enacted by the
U.S. Congress to treat carried interest as ordinary income rather than as capital gain for U.S. federal income tax purposes, such legislation would
materially increase the amount of taxes that we and possibly our equityholders are required to pay, thereby reducing the value of our common
units and adversely affecting our ability to recruit, retain and motivate our current and future professionals. President Obama has publicly stated
that he supports similar changes to the tax code. See ��Our structure involves complex provisions of U.S. federal income tax law for which no
clear precedent or authority may be available. Our structure also is subject to potential legislative, judicial or administrative change and differing
interpretations, possibly on a retroactive basis� and ��Legislation has been introduced that would, if enacted, preclude us from qualifying for
treatment as a partnership for U.S. federal income tax purposes under the publicly traded partnership rules. Our structure also is subject to
potential judicial or administrative change and differing interpretations, possibly on a retroactive basis. Any such changes could increase our
costs of doing business or materially adversely affect our profitability.�

Congress has proposed legislation that would require essentially all of our funds to register with the SEC and become subject to full
SEC oversight and additional requirements, which would increase our costs.

Members of the Senate recently proposed the Hedge Fund Transparency Act, which would apply to private equity funds, venture capital funds,
real estate funds and other private investment vehicles with at least $50 million in assets under management. If enacted, the bill would require
that such funds � in order to remain exempt from the substantive provisions of the Investment Company Act � to register with the SEC, maintain
books and records in accordance with SEC requirements, and become subject to SEC examinations and information requests. In addition, the
Act would require each fund to file annual disclosures, which would be made public, containing detailed information about the fund, most
notably including the names of all beneficial owners of the fund, an explanation of the fund�s ownership structure and the current value of the
fund�s assets under management. Also, the Act would require each fund to establish anti-money laundering programs. We cannot predict whether
this Act will be enacted or, if enacted, what the final terms of the Act would require or the impact of such new regulations on our funds. If
enacted, this Act would likely negatively impact our funds in a number of ways, including increasing the funds� regulatory costs, imposing
additional burdens on the funds� staff, and potentially requiring the disclosure of sensitive information.

Our failure to deal appropriately with conflicts of interest could damage our reputation and adversely affect our business.

As we have expanded the number and scope of our businesses, we increasingly confront potential conflicts of interest relating to our funds�
investment activities. Certain of our funds have overlapping investment objectives, including funds which have different fee structures, and
potential conflicts may arise with respect to our decisions regarding how to allocate investment opportunities among those funds. For example, a
decision to acquire material non-public information about a company while pursuing an investment opportunity for a particular fund gives rise to
a potential conflict of interest when it results in our having to restrict the ability of other funds to take any action. In addition, holders of Class A
shares may perceive conflicts of interest regarding investment decisions for funds in which our principals, who have and may continue to make
significant personal investments in a variety of Fortress Funds, are personally invested. Similarly, conflicts of interest may exist or develop
regarding decisions about the allocation of specific investment opportunities between Fortress and the Fortress Funds. In addition, because the
Operating Entities are held, in part, by FIG Corp., which is subject to tax, conflicts of interest may exist regarding decisions about which of
Fortress�s holdings should be held by Operating Entities and which by Principal Holdings. We have historically extended loans and other forms
of credit support from time to time to various of our investment funds in order to support funding and liquidity needs. In addition, our principals
have sometimes extended similar credit support to our funds in their individual capacities. The existence and the repayment of such obligations
by the funds to us and our principals creates the potential for claims of conflicts of interest by our fund investors.

Pursuant to the terms of our operating agreement, whenever a potential conflict of interest exists or arises between any of the principals, one or
more directors or their respective affiliates, on the one hand, and the company, any subsidiary of the company or any member other than a
principal, on the other, any resolution or course of action by our board of directors shall be permitted and deemed approved by all shareholders if
the resolution or course of action (i) has been specifically approved by a majority of the members of a committee composed entirely of two or
more independent directors, or it is deemed approved because it complies with rules or guidelines established by such committee, (ii) has been
approved by a majority of the total votes that may be cast in the election of directors that are held by disinterested parties, (iii) is on terms no less
favorable to the company or shareholders (other than a principal) than those generally being provided to or available from unrelated third parties
or (iv) is fair and reasonable to the company taking into account the totality of the relationships between the parties involved. Notwithstanding
the foregoing, it is possible that potential or perceived conflicts could give rise to investor dissatisfaction or litigation or regulatory enforcement
actions. Appropriately dealing with conflicts of interest is complex and difficult and our reputation could be damaged if we fail, or appear to fail,
to deal appropriately with one or more potential or actual conflicts of interest. Regulatory scrutiny of, or litigation in connection with, conflicts
of interest would have a material adverse effect on our reputation, which would materially adversely affect our business in a number of ways,
including as a result of redemptions by our investors from our hedge funds, an inability to raise additional funds and a reluctance of
counterparties to do business with us.
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Employee misconduct could harm us by impairing our ability to attract and retain investors and by subjecting us to significant legal
liability, regulatory scrutiny and reputational harm.

Our reputation is critical to maintaining and developing relationships with the investors in our funds, potential investors and third-parties with
whom we do business. In recent years, there have been a number of highly-publicized cases involving fraud, conflicts of interest or other
misconduct by individuals in the financial services industry in general and the hedge fund industry in particular. There is a risk that our
employees could engage in misconduct that adversely affects our business. For example, if an employee were to engage in illegal or suspicious
activities (such as improper trading, disclosure of confidential information or breach of fiduciary duties), we could be subject to regulatory
sanctions and suffer serious harm to our reputation, financial position, investor relationships and ability to attract future investors. It is not
always possible to deter employee misconduct, and the precautions we take to detect and prevent this activity may not be effective in all cases.
Misconduct by our employees, or even unsubstantiated allegations, could result in a material adverse effect on our reputation and our business.

The alternate investment management business is intensely competitive, and the industry is in a state of flux.

Due to the global economic recession, the general state of distress in the financial markets and the generally poor returns in the alternative asset
management business over the last 18 months, the alternative asset management industry is generally perceived to be in a state of transition. The
industry has been marked over this period by increasing anxiety on the part of institutional fund investors as those investors have suffered from
decreasing returns, liquidity pressure, increased volatility and difficulty maintaining targeted asset allocations, and a significant number of
investors have materially decreased or temporarily stopped making new fund investments during this period. Market commentators and analysts
have expressed the belief that as the economy begins to recover and such investors begin to increase the pace of new investments, those
investors are likely to concentrate their holdings in a smaller overall group of managers that have relatively long-term track records, and that
such factors are likely to result in a period of significant industry consolidation, especially in the hedge fund sector. In addition, it is possible that
such investors may elect to reduce their overall portfolio allocations to alternative investments such as private equity and hedge funds, resulting
in a smaller overall pool of available capital in our sector.

In the event all or part of this analysis proves true, when trying to raise new capital the Company will be competing for fewer total available
assets in an increasingly competitive environment, and there can be no assurance that we will be successful in continuing to raise capital at our
historical growth rates. Depending on industry dynamics, we and our competitors may be compelled to offer investors improved terms (such as
lower fees or improved liquidity) in order to continue to attract significant amounts of fresh investment capital. Such changes would adversely
affect our revenues and profitability. As has historically been the case, competition in our industry is based on a number of factors, including:

� investment performance;

� investors liquidity and willingness to invest;

� investor perception of investment managers� drive, focus and alignment of interest;

� actual or perceived financial condition, liquidity and stability of the Company;

� quality of service provided to and duration of relationship with investors;

� business reputation; and

� level of fees and expenses charged for services.
We compete in all aspects of our business with a large number of investment management firms, private equity fund sponsors, hedge fund
sponsors and other financial institutions. A number of factors serve to increase our competitive risks:
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� investors may develop concerns that we will allow a business to grow to the detriment of its performance;

� investors may reduce their investments with us or not make additional investments with us based upon current market conditions,
their available capital or their perception of the health of our business;

� some of our competitors have greater capital, a lower cost of capital, better access to financing, lower targeted returns or greater
sector or investment strategy specific expertise than we do, which creates competitive disadvantages with respect to investment
opportunities;

� some of our competitors may have greater technical, marketing and other resources than we possess;

� some of our competitors may perceive risk differently than we do, which could allow them either to outbid us for
investments in particular sectors or, generally, to consider a wider variety of investments;

� some of our funds may not perform as well as competitor funds or other available investment products;
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� our competitors that are corporate buyers may be able to achieve synergistic cost savings in respect of an investment, which may
provide them with a competitive advantage in bidding for an investment, particularly if conditions in the debt markets increase our
financing costs or make debt financing generally unavailable or cost prohibitive;

� some investors may prefer to invest with an investment manager that is not publicly traded; and

� other industry participants continuously seek to recruit our investment professionals, particularly our best and brightest, away from
us.

These and other factors could reduce our earnings and revenues and materially adversely affect our business. In addition, if we are forced to
compete with other alternative asset managers on the basis of price, we may not be able to maintain our current management and performance
fee structures. We have historically competed primarily on the performance of our funds, and not on the level of our fees relative to those of our
competitors.

The due diligence process that we undertake in connection with investments by our investment funds may not reveal all facts that may
be relevant in connection with an investment.

Before making investments, we conduct due diligence that we deem reasonable and appropriate based on the facts and circumstances applicable
to each investment. When conducting due diligence, we may be required to evaluate important and complex business, financial, tax, accounting,
environmental and legal issues. Outside consultants, legal advisors, accountants and investment banks may be involved in the due diligence
process in varying degrees depending on the type of investment. Nevertheless, when conducting due diligence and making an assessment
regarding an investment, we rely on the resources available to us, including information provided by the target of the investment and, in some
circumstances, third-party investigations. The due diligence investigation that we will carry out with respect to any investment opportunity may
not reveal or highlight all relevant facts that may be necessary or helpful in evaluating such investment opportunity, including, among other
things, the existence of fraud or other illegal or improper behavior. Moreover, such an investigation will not necessarily result in the investment
being successful.

Failure to maintain effective internal control over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act could
have a material adverse effect on our business and stock price.

As a public company, we are required to maintain effective internal control over financial reporting in accordance with Section 404 of the
Sarbanes-Oxley Act of 2002. While management has certified that our internal controls over financial reporting were effective as of
December 31, 2008 and 2007, because internal control over financial reporting is complex and may be revised over time to adapt to changes in
our business, we cannot assure you that our internal control over financial reporting will be effective in the future. If we are not able to maintain
effective internal control over financial reporting, our independent registered public accounting firm may not be able to certify as to the
effectiveness of our internal control over financial reporting as of the required dates. Matters impacting our internal controls may cause us to be
unable to report our financial information on a timely basis and thereby subject us to adverse regulatory consequences, including sanctions or
investigations by the SEC, or violations of applicable stock exchange listing rules, and result in a breach of the covenants under our credit
agreement. There could also be a negative reaction in the financial markets due to a loss of investor confidence in us and the reliability of our
financial statements. Confidence in the reliability of our financial statements is also likely to suffer if we or our independent registered public
accounting firm reports a material weakness in our internal control over financial reporting. This could materially adversely affect us and lead to
a decline in our share price and impair our ability to raise capital.

Our organizational documents do not limit our ability to enter into new lines of businesses, and we may enter into new businesses, make
future strategic investments or acquisitions or enter into joint ventures, each of which may result in additional risks and uncertainties in
our business.

We intend, to the extent that market conditions warrant, to grow our business by increasing management fee paying assets under management in
existing businesses and creating new investment products. Our organizational documents, however, do not limit us to the investment
management business. Accordingly, we may pursue growth through strategic investments, acquisitions or joint ventures, which may include
entering into new lines of business, such as the insurance, broker-dealer or financial advisory industries, and which may involve assuming
responsibility for the actual operation of assets or entire companies. In addition, we expect opportunities will arise to acquire other alternative or
traditional asset managers. To the extent we make strategic investments or acquisitions, enter into joint ventures, or enter into a new line of
business, we will face numerous risks and uncertainties, including risks associated with (i) the required investment of capital and other
resources, (ii) the possibility that we have insufficient expertise to engage in such activities profitably or without incurring inappropriate
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subject us to new laws and regulations with which we are not familiar, or from which we are currently exempt, and may lead to increased
litigation and regulatory risk and negative publicity. If a new business generates insufficient revenues or if we are
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unable to efficiently manage our expanded operations, our results of operations will be adversely affected. In the case of joint ventures, we are
subject to additional risks and uncertainties in that we may be dependent upon, and subject to liability, losses or reputational damage relating to,
systems, controls and personnel that are not under our control.

Our revenue and profitability fluctuate, particularly inasmuch as we cannot predict the timing of realization events in our private
equity business, which may make it difficult for us to achieve steady earnings growth on a quarterly basis and may cause volatility in the
price of our Class A shares.

We experience significant variations in revenues and profitability during the year and among years because we are paid incentive income from
certain funds only when investments are realized, rather than periodically on the basis of increases in the funds� net asset values. The timing and
receipt of incentive income generated by our private equity funds is event driven and thus highly variable, which contributes to the volatility of
our segment revenue, and our ability to realize incentive income from our private equity funds may be limited. It takes a substantial period of
time to identify attractive investment opportunities, to raise all the funds needed to make an investment and then to realize the cash value (or
other proceeds) of an investment through a sale, public offering, recapitalization or other exit. Even if an investment proves to be profitable, it
may be several years before any profits can be realized in cash (or other proceeds). We cannot predict when, or if, any realization of investments
will occur, and the current challenging conditions in the financing markets have made it more difficult for potential buyers to finance purchases
with third-party funds on favorable terms, thereby reducing the likelihood of investment realizations at favorable prices in the near term. If we
were to have a realization event in a particular quarter, it may have a significant impact on our segment revenues and profits for that particular
quarter which may not be replicated in subsequent quarters. In addition, our private equity investments are adjusted for accounting purposes to
fair value at the end of each quarter, resulting in revenue (loss) attributable to our principal investments, even though we receive no cash
distributions from our private equity funds, which could increase the volatility of our quarterly earnings. The terms of the operating documents
of our private equity funds generally required that if any investment in a particular fund has been marked down below its initial cost basis, that
the aggregate amount of any such markdowns (plus the amount of the accrued preferred return on the capital used to make such investments) be
factored into the computation of the amount of any incentive income we would otherwise collect on the realization of other investments within
the same fund. This provision generally will result in an overall lower level of incentive income being collected by the Company in the near term
for any private equity fund that has investments that are carried both above and below their cost basis. To the extent that our principal
investments in our private equity funds (or direct investments in private equity transactions) are marked down, such mark downs will flow
through our statements of operations as a GAAP loss, even in circumstances where we have a long investment horizon and have no present
intention of selling the investment.

With respect to our hedge funds, our incentive income is paid annually or quarterly if the net asset value of a fund has increased for the period.
The amount (if any) of the incentive income we earn from our hedge funds depends on the increase in the net asset value of the funds, which is
subject to market volatility. Our liquid hedge funds have historically experienced significant fluctuations in net asset value from month to month.
Certain of our hedge funds also have �high water marks� whereby we do not earn incentive income for a particular period even though the fund
had positive returns in such period if the fund had greater losses in prior periods. Therefore, if a hedge fund experiences losses in a period, we
will not be able to earn incentive income from that fund until it surpasses the previous high water mark.

The investment performance of our flagship liquid hedge fund, Drawbridge Global Macro, and our flagship hybrid hedge fund, Drawbridge
Special Opportunities, are down approximately 21.9% and 26.7%, respectively, from the date on which such funds last earned incentive income.
Each fund must generate earnings equal to the amount of cash lost as a result of this negative performance before it will generate additional
incentive income for Fortress from existing fund investors. In addition, none of our private equity funds will earn incentive income on any
particular investment in the event that the aggregate carrying value of the other investments contained in the same fund is lower than the
invested and unreturned capital in such fund plus any preferred return relating to such fund. The aggregate amount by which the invested and
unreturned capital plus accrued preferred return exceeded the December 31, 2008 net asset values of the private equity Fortress Funds where
such an excess existed was approximately $9.5 billion.

These quarterly fluctuations in our revenues and profits in any of our businesses could lead to significant volatility in the price of our Class A
shares.

An increase in our borrowing costs may adversely affect our earnings and liquidity.

Under our credit agreement, we have a $75 million revolving credit facility and a $550 million term loan facility. As of March 13, 2009, we had
a $550 million term loan outstanding and $54 million outstanding under our revolving credit facility (in addition to $10 million of letters of
credit that were outstanding under a letter of credit subfacility). One of the lenders under this facility, representing approximately $7 million of
outstanding commitments, has filed for bankruptcy protection and thus is unlikely to fulfill any borrowing requests. Borrowings under the credit
agreement mature on May 10, 2012. As our facilities mature, we will be required to either refinance them by entering into new facilities or
issuing new debt, which could result in higher borrowing costs, or issuing equity, which would dilute existing shareholders. We could also repay
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assets. No assurance can be given that we will be able to enter into new facilities, issue new debt or issue equity in the future on attractive terms,
or at all.

Our credit facility loans are typically LIBOR-based floating-rate obligations and the interest expense we incur will vary with changes in the
applicable LIBOR reference rate. As a result, an increase in short-term interest rates will increase our interest costs and will reduce the spread
between the returns on our investments and the cost of our borrowings. An increase in interest rates would adversely affect the market value of
any fixed-rate debt investments and/or subject them to prepayment or extension risk, which may adversely affect our earnings and liquidity.

We have previously participated in large-sized investments, which involve certain complexities and risks that are not encountered in
small- and medium-sized investments.

Our private equity funds have previously participated in several large transactions. The increased size of these investments involves certain
complexities and risks that may not be encountered in small- and medium-sized investments. For example, larger transactions may be more
difficult to finance and complete, and exiting larger deals may present challenges in many cases. In addition, larger transactions may entail
greater scrutiny by regulators, labor unions, political bodies and other third parties and greater risk of litigation. Recently, labor unions and
members of Congress have been more active in opposing and investigating certain larger investments by private equity firms generally.

Larger transactions may be structured as �consortium transactions� due to the size of the investment and the amount of capital required to be
invested. A consortium transaction involves an equity investment in which two or more private equity firms serve together or collectively as
equity sponsors. We may participate in a meaningful number of consortium transactions in the future. Consortium transactions generally entail a
reduced level of control by Fortress over the investment because governance rights must be shared with the other private equity investors.
Accordingly, we may not be able to control decisions relating to the investment, including decisions relating to the management and operation of
the company and the timing and nature of any exit, which could result in the risks described in ��Our investment funds make investments in
companies that we do not control.�

Any of these factors could increase the risk that our larger investments could be unsuccessful. The consequences to our investment funds of an
unsuccessful larger investment could be more severe than a small investment given the size of the investment.

Our investment funds often make investments in companies that we do not control.

Investments by most of our investment funds will include debt instruments and equity securities of companies that we do not control. Such
instruments and securities may be acquired by our investment funds through trading activities or through purchases of securities from the issuer.
In addition, our private equity funds may acquire debt investments or minority equity interests (particularly in consortium transactions, as
described in ��We have recently participated in large-sized investments, which involve certain complexities and risks that are not encountered in
small- and medium-sized investments�) and may also dispose of a portion of their majority equity investments in portfolio companies over time
in a manner that results in the investment funds retaining a minority investment. Those investments will be subject to the risk that the company
in which the investment is made may make business, financial or management decisions with which we do not agree or that the majority
stakeholders or the management of the company may take risks or otherwise act in a manner that does not serve our interests. If any of the
foregoing were to occur, the values of investments by our investment funds could decrease and our financial condition, results of operations and
cash flow could suffer as a result.

Risks Related to Our Funds

Our results of operations are dependent on the performance of our funds. Poor fund performance will result in reduced revenues, reduced returns
on our principal investments in the funds and reduced earnings. Poor performance of our funds will also make it difficult for us to retain or
attract investors to our funds and to grow our business. The performance of each fund we manage is subject to some or all of the following risks.

The historical performance of our funds should not be considered as indicative of the future results of our funds or of our future results
or of any returns expected on our Class A shares.

The historical and potential future returns of the funds we manage are not directly linked to returns on our Class A shares. Therefore, readers
should not conclude that positive performance of the funds we manage will necessarily result in positive returns on our Class A shares.
However, poor performance of the funds we manage will cause a decline in our revenue from such funds, and will therefore have a negative
effect on our performance and the returns on our Class A shares.
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Moreover, with respect to the historical performance of our funds:

� the historical performance of our funds should not be considered indicative of the future results that should be expected from such
funds or from any future funds we may raise, in part because the market conditions during previous periods were significantly more
favorable for generating positive performance, particularly in our private equity business, than the market conditions we have
experienced for the last year and may continue to experience for the foreseeable future;

� the performance of a number of our funds which is calculated on the basis of net asset value of the funds� investments, reflect
unrealized gains that may never be realized;

� our funds� returns have benefited from investment opportunities and general market conditions that currently do not exist and may not
repeat themselves, and there can be no assurance that our current or future funds will be able to avail themselves of profitable
investment opportunities; and

� several of our private equity portfolio companies have become public companies and have experienced significant subsequent
decreases in their public market value. There can be no assurance that we will be able to realize such investments at profitable sale
prices, particularly if market conditions are weak or the market perceives that the companies will perform less well when Fortress
reduces its investment in them.

Poor performance of our funds will cause a decline in our revenue and results of operations, may obligate us to repay incentive income
previously paid to us, and could adversely affect our ability to raise capital for future funds.

Our revenue from the Fortress Funds is derived principally from three sources: (1) management fees, based on the size of our funds;
(2) incentive income, based on the performance of our funds; and (3) investment income (loss) from our investments in the funds, which we
refer to as our �principal investments.� Our investors and potential investors continually assess our funds� performance and our ability to raise
capital. In the event that any of our funds perform poorly, our revenue and results of operations will decline, and it will likely be more difficult
for us to raise new capital. In addition, hedge fund investors may redeem their investments in our funds, while investors in private equity funds
may decline to invest in future funds we raise, as a result of poor performance of our funds or otherwise. Our liquid hedge funds received
redemption requests for a total of $5.4 billion during 2008 and our hybrid hedge funds received redemption requests for $1.5 billion during
2008. Losses in our funds also directly impact our operating performance by decreasing the size of our assets under management, which results
in lower management fee revenues. Furthermore, if, as a result of poor performance of investments in a private equity fund�s life, the fund does
not achieve total investment returns that exceed a specified investment return threshold for the life of the fund, we will be obligated to repay the
amount by which incentive income that was previously distributed to us and our Principals exceeds the amounts to which we are ultimately
entitled. We have contractually agreed to guarantee the payment in certain circumstances of such �clawback� obligations for our managed
investment funds that are structured as private equity funds. If all of our existing private equity funds were liquidated at their NAV as of
December 31, 2008, the cumulative clawback obligation to investors in these funds would be approximately $81.0 million (net of amounts that
would be due back from employees pursuant to profit sharing arrangements, and without regard to potential tax adjustments that would decrease
our total liability).

Difficult market conditions can adversely affect our funds in many ways, including by reducing the value or performance of the
investments made by our funds and reducing the ability of our funds to raise or deploy capital, which could materially reduce our
revenue and adversely affect results of operations.

If economic and market conditions continue to be unfavorable, our funds may not perform well, and we may not be able to raise money in
existing or new funds. Our funds are materially affected by conditions in the global financial markets and economic conditions throughout the
world. The global market and economic climate may deteriorate because of many factors beyond our control, including rising interest rates or
inflation, further deterioration in the credit and finance markets, terrorism or political uncertainty. In the event of a continued market downturn,
each of our businesses could be affected in different ways. Our private equity funds may face reduced opportunities to sell and realize value
from their existing investments, a continued lack of financing on acceptable terms, the need to invest additional capital into existing investments
or to satisfy the terms of financing agreements and a lack of suitable investments for the funds to make. In addition, adverse market or economic
conditions as well as a slowdown of activities in a particular sector in which portfolio companies of these funds operate could have an adverse
effect on the earnings or liquidity of those portfolio companies, and therefore, our earnings. A significant number of our portfolio companies in
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our private equity funds have material indebtedness which needs to be periodically paid down or refinanced and some of which contains
financial covenants. If the credit markets continue to experience material stress for a prolonged period, such companies may have difficulty
refinancing such indebtedness or may breach financial or operating covenants in their credit agreements, which could result in a material
diminution in value of our funds� investment in such company. In some cases our private equity funds have guaranteed debt of their portfolio
companies, and if such guarantees are called upon in the event that the applicable portfolio company defaults on its debt, payment of amounts
due under the guarantee could have a material negative impact on the fund�s financial condition.
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The general market downturn that we have been experiencing has adversely affected our operating performance in a number of ways, and if the
downturn continues, it may cause our revenue, results of operations and financial condition to further decline by causing:

� AUM to decrease, lowering management fees;

� increases in costs of financial instruments;

� adverse conditions for our portfolio companies (e.g., decreased revenues, liquidity pressures, increased difficulty in obtaining access
to financing and complying with the terms of existing financings as well as increased financing costs);

� lower investment returns, reducing incentive income or eliminating incentive income for a period of time;

� reduced demand to purchase assets held by our funds, which would negatively affect the funds� ability to realize value from such
assets;

� material reductions in the value of our private equity fund investments in portfolio companies which reduce our ability to realize
incentive income from these investments;

� difficulty raising additional capital;

� investor redemptions, resulting in lower fees and potential increased difficulty in raising new capital; and

� decreases in the carrying value of our principal investments.
Furthermore, while difficult market conditions may increase opportunities to make certain distressed asset investments, such conditions also
increase the risk of default with respect to investments held by our funds with debt investments, in particular the hybrid hedge funds and the
Castles. Our liquid hedge funds may also be adversely affected by difficult market conditions if they fail to predict the adverse effect of such
conditions on particular investments, resulting in a significant reduction in the value of those investments. Lastly, the recent significant decrease
in the price of our Class A shares and the amounts outstanding under, and terms of, our credit facility have made capital raising more
challenging for some of our funds.

Changes in the debt financing markets may negatively impact the ability of our investment funds and their portfolio companies to
obtain attractive financing for their investments, and may increase the cost of such financing if it is obtained, leading to lower-yielding
investments and potentially decreasing our incentive income.

Over the past eighteen months, the markets for debt financing have contracted significantly, particularly in the area of acquisition financings for
private equity and leveraged buyout transactions as well as real estate�related financings. Large commercial banks, which have traditionally
provided such financing, have demanded higher rates, more restrictive covenants and generally more onerous terms (including posting additional
margin) in order to provide such financing, and in some cases are refusing, or reneging on existing commitments, to provide any financing for
acquisitions which would have been readily financed under credit conditions present for the past several years.

In the event that Fortress private equity funds are unable to obtain committed debt financing for potential acquisitions (including as a result of a
default by our lenders on financing commitments they have provided to us) or can only obtain debt at an increased rate, this may prevent those
funds from completing otherwise profitable acquisitions or may lower the profit that the funds would otherwise have achieved from such
transactions, either of which could lead to a decrease in the incentive income earned by us. Similarly, the portfolio companies owned by the
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Fortress private equity funds regularly utilize the corporate debt markets in order to obtain efficient financing for their operations. To the extent
that the current credit markets have rendered such financing difficult or more expensive to obtain, this may negatively impact the operating
performance of those portfolio companies and therefore the investment returns on our funds. In addition, to the extent that the current markets
make it difficult or impossible to refinance debt that is maturing in the near term, the relevant portfolio company may face substantial doubt as to
its status as a going concern (which may result in an event of default under various agreements) or be unable to repay such debt at maturity and
may be forced to sell assets, undergo a recapitalization or seek bankruptcy protection.

Our Castles have historically relied on the structured finance and mortgage markets in order to obtain leverage and thereby increase the yield on
substantially all of their investments. To the extent that volatility in those credit markets leads to a situation where financing of that type is
unavailable or limited (as has been the case for Newcastle since mid 2007 and is currently the case for both Castles), our Castles may be unable
to make new investments on a basis that is as profitable as during periods when such financing was available. Furthermore, it could significantly
reduce the yield available for reinvesting capital received from prior investments, thereby reducing profits. As a result of impairments recorded
in connection with this market disruption, we do not expect to earn incentive income from one of the Castles for an indeterminate period of time.

Our hedge funds have historically relied on the structured finance markets in order to obtain leverage and thereby increase the yield on certain of
their investments. To the extent that financing of that type continues to be unavailable or limited, our hedge funds may be unable to make certain
types of investments as the yield on those investments will be outside of the funds� target range without leverage. This could reduce the overall
rate of return such funds obtain in their investments and could lead to those hedge funds making fewer overall investments and slowing the rate
of growth of the fee paying assets under management in those funds, and a commensurate decrease in the rate of growth of our management
fees.
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We and our funds are subject to counterparty default and concentration risks.

Our funds enter into numerous types of financing arrangements with a wide array of counterparties around the world, including loans, hedge
contracts, swaps, repurchase agreements and other derivative and non-derivative contracts. The terms of these contracts are often customized
and complex, and many of these arrangements occur in markets or relate to products that are not subject to regulatory oversight. In particular,
some of our funds utilize prime brokerage arrangements with a relatively limited number of counterparties, which has the effect of concentrating
the transaction volume (and related counterparty default risk) of these funds with these counterparties.

Our funds are subject to the risk that the counterparty to one or more of these contracts defaults, either voluntarily or involuntarily, on its
performance under the contract. Any such default may occur rapidly and without notice to us. Moreover, if a counterparty defaults, we may be
unable to take action to cover our exposure, either because we lack the contractual ability or because market conditions make it difficult to take
effective action. This inability could occur in times of market stress consistent with the conditions we are currently experiencing, which are
precisely the times when defaults may be most likely to occur.

In addition, our risk-management models may not accurately anticipate the impact of market stress or counterparty financial condition, and as a
result, we may not take sufficient action to reduce our risks effectively. Although each of our funds monitors its credit exposures, default risk
may arise from events or circumstances that are difficult to detect, foresee or evaluate. In addition, concerns about, or a default by, one large
participant could lead to significant liquidity problems for other participants, which may in turn expose us to significant losses.

In the event of a counterparty default, particularly a default by a major investment bank, one or more of our funds could incur material losses,
and the resulting market impact of a major counterparty default could harm our business, results of operation and financial condition. In the
event that one of our counterparties becomes insolvent or files for bankruptcy, our ability to eventually recover any losses suffered as a result of
that counterparty�s default may be limited by the liquidity of the counterparty or the applicable legal regime governing the bankruptcy
proceeding.

The counterparty risks that we face have increased in complexity and magnitude as a result of the continued deterioration of conditions in the
financial markets and weakening or insolvency of a number of major financial institutions (such as Lehman Brothers and AIG) who serve as
counterparties for derivative contracts and other financial instruments with our funds. For example, the consolidation and elimination of
counterparties has increased our concentration of counterparty risk and decreased the universe of potential counterparties, and our funds are
generally not restricted from dealing with any particular counterparty or from concentrating any or all of their transactions with one
counterparty. In addition, counterparties have generally reacted to the ongoing market volatility by tightening their underwriting standards and
increasing their margin requirements for all categories of financing, which has the result of decreasing the overall amount of leverage available
to our funds and increasing the costs of borrowing. For additional detail on counterparty risks, please see ��We are subject to risks in using prime
brokers and custodians.�

Because the public company is dependent on receiving cash from our funds, any loss suffered by a fund as a result of a counterparty default
would also affect the results of the public company. In addition, the board of directors of the public company has no ability to influence any
fund�s choice of, or the amount of a fund�s exposure to, any given counterparty. As a result, our funds may have concentrated exposure to one or
more counterparties and thus be exposed to a heightened risk of loss if that counterparty defaults. This may mean that the Company has a
significant concentration of risk with one or more particular counterparties at any particular time when aggregate counterparty risk is measured
across all of the various Fortress Funds.

Investors in our hedge funds may redeem their investments, and investors in our private equity funds may elect to dissolve the funds, at
any time without cause. These events would lead to a decrease in our assets under management (and, therefore, our revenues), which
could be substantial and lead, therefore, to a material adverse effect on our business.

Investors in our hedge funds may generally redeem their investments on an annual or quarterly basis, subject to the applicable fund�s specific
redemption provisions. Investors may decide to move their capital away from us to other investments for any number of reasons in addition to
poor investment performance. Factors that could result in investors leaving our funds include the need to increase available cash reserves or to
fund other capital commitments, changes in interest rates that make other investments more attractive, the publicly traded nature of the indirect
parent of their manager, changes in investor perception regarding our focus or alignment of interest, unhappiness with changes in or broadening
of a fund�s investment strategy, changes in our reputation, and departures or changes in responsibilities of key investment professionals. In a
declining financial market, the pace of redemptions and consequent reduction in our fee paying assets under management could accelerate. The
decrease in our revenues that would result from significant redemptions in our hedge fund business would have a material adverse effect on our
business.
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The recent decline in the financial markets, together with reduced liquidity in the credit markets and negative performance of many hedge funds
have led to an increase in redemption requests from investors throughout the hedge fund industry, and a number of our funds have been affected
by this trend. Our liquid hedge funds received a total of $5.4 billion in redemption requests, including affiliates, for the fiscal year ended
December 31, 2008. Our flagship liquid
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hedge fund temporarily suspended redemptions. Shares representing the fund�s interests in illiquid investments were placed in special purpose
entities whose interests were distributed to both redeemers and non-redeemers. In February 2009, the redeemers� portion, including affiliates, of
the liquid investments was $2.4 billion, of which $2.1 billion was paid, with the balance to be paid within the first two quarters of 2009, subject
to certain fees and holdbacks. In comparison, the same liquid hedge funds received redemption requests, including affiliates, for a total of
$0.3 billion related to the fiscal year ended December 31, 2007. Investors in our hybrid hedge funds are permitted to request that their capital be
returned on an annual basis, and such returns of capital are paid over time as the underlying investments are liquidated, in accordance with the
governing documents of the applicable funds. Return of capital requests, including affiliates, for those hybrid hedge funds totaled approximately
$1.5 billion for the 2008 notice date. In comparison, the same hybrid hedge fund received return of capital requests, including affiliates, for a
total of $0.6 billion for the 2007 notice date.

In addition, the investors in our private equity and domestic hedge funds may, subject to certain conditions, act at any time to accelerate the
liquidation date of the fund without cause, resulting in a reduction in management fees we earn from such funds, and a significant reduction in
the amounts of total incentive income we could earn from those funds. See �The historical and unaudited pro forma financial information through
March 31, 2007 included in this report is not indicative of future fund performance.� Incentive income could be significantly reduced as a result
of our inability to maximize the value of a fund�s investments in a liquidation. The occurrence of such an event with respect to any of our funds
would, in addition to the significant negative impact on our revenue and earnings, likely result in significant reputational damage as well.

The hedge fund industry has become especially volatile in recent months, and many hedge funds may face significant redemptions and
liquidity issues.

As several press and industry reports have indicated over the last four quarters, market conditions have negatively affected the hedge fund
industry. Challenging market conditions have made it difficult to produce positive returns, and a significant number of hedge funds have posted
negative results. Poor investment performance, together with investors� increased need for liquidity given the state of the credit markets, has
prompted relatively high levels of investor redemptions at a time when many funds may not have sufficient liquidity to satisfy some or all of
their investor redemption requests. Our funds have various agreements that create debt or debt-like obligations (such as repurchase
arrangements, ISDAs, credit default swaps and total return swaps, among others) with a material number of counterparties. Such agreements in
many instances contain covenants or �triggers� that require our funds to maintain specified amounts of assets under management. Decreases in
such funds� AUM (whether due to performance, redemption, or both) that breach such covenants may result in defaults under such agreements,
and such defaults could permit the counterparties to take various actions that would be adverse to the funds, including terminating the financing
arrangements, increasing the amount of margin or collateral that the funds are required to post (so-called �supercollateralization� requirements) or
decreasing the aggregate amount of leverage that such counterparty is willing to provide to our funds. In particular, many such covenants to
which our hedge funds are party are designed to protect against sudden and pronounced drops in AUM over specified periods, so if our funds
were to receive larger-than-anticipated redemption requests during a period of poor performance, such covenants may be breached. Defaults
under any such covenants would be likely to result in the affected funds being forced to sell financed assets (which sales would presumably
occur in suboptimal or distressed market conditions) or otherwise raise cash by reducing other leverage, which would reduce the funds� returns
and our opportunities to produce incentive income from the affected funds.

If conditions continue or deteriorate, many funds may face additional redemption requests throughout 2009, which would exacerbate the
liquidity pressures on the affected funds. If they cannot satisfy their current and future redemption requests, they may be forced to sell assets at
distressed prices or cease operations. Various measures taken by funds to improve their liquidity profile (such as the implementation of �gates� or
the suspension of redemptions) that reduce the amounts that would otherwise be paid out in response to redemption requests may have the affect
of incentivizing investors to �gross up� or increase the size of the future redemption request they make, thereby exacerbating the cycle of
redemptions. The liquidity issues for such funds are often further exacerbated by their fee structures, as a decrease in AUM decreases their
management fees. We cannot predict the effect that any conditions affecting the hedge fund industry may have on our funds. For additional
information on the impact of market conditions on our hedge funds, see �Risks Related to Our Funds.�

Many of our funds invest in relatively high-risk, illiquid assets that often have significantly leveraged capital structures, and we may fail
to realize any profits from these activities for a considerable period of time or lose some or all of the principal amount we invest in these
activities.

Many of our funds invest in securities that are not publicly traded. In many cases, our funds may be prohibited by contract or by applicable
securities laws from selling such securities for a period of time. Our funds will generally not be able to sell these securities publicly unless their
sale is registered under applicable securities laws, or unless an exemption from such registration requirements is available. Accordingly, our
funds may be forced to sell securities at a loss under certain conditions. The ability of many of our funds, particularly our private equity funds, to
dispose of investments is heavily dependent on the public equity markets, inasmuch as our ability to realize any value from an investment may
depend upon our ability to sell equity of the portfolio company in the public equity markets through an initial public offering or secondary public
offering of shares of the portfolio company in which such investment is held.
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Furthermore, large holdings even of publicly traded equity securities can often be disposed of only over a substantial period of time, exposing
the investment returns to risks of downward movement in market prices during the disposition period. The illiquid nature of many of our funds�
assets may negatively affect a fund�s ability to retain sufficient liquidity to satisfy its obligations as they become due. As a result, a fund with
illiquid assets may be unable, for example, to generate sufficient liquidity to pay the management fees or other amounts due to the manager,
which would, in turn, reduce the amounts we receive from our funds, thereby reducing the amount of funds available to us to satisfy our
obligations, including our obligations under our credit agreement.

In addition, many of our funds invest in businesses with capital structures that have significant leverage. The large amount of borrowing in the
leveraged capital structure of such businesses increases the risk of losses due to factors such as rising interest rates, downturns in the economy or
deteriorations in the condition of the investment or its industry. In the event of defaults under borrowings, the assets being financed would be at
risk of foreclosure, and the fund could lose its entire investment.

Our funds are subject to risks due to potential illiquidity of assets.

Our funds may make investments or hold trading positions in markets that are volatile and which may become illiquid. Timely divestiture or sale
of trading positions can be impaired by decreased trading volume, increased price volatility, concentrated trading positions, limitations on the
ability to transfer positions in highly specialized or structured transactions to which we may be a party, and changes in industry and government
regulations. When a fund holds a security or position it is vulnerable to price and value fluctuations and may experience losses to the extent the
value of the position decreases and it is unable to timely sell, hedge or transfer the position. Therefore, it may be impossible or costly for our
funds to liquidate positions rapidly, particularly if the relevant market is moving against a position or in the event of trading halts or daily price
movement limits on the market or otherwise. Alternatively, it may not be possible in certain circumstances for a position to be purchased or sold
promptly, particularly if there is insufficient trading activity in the relevant market or otherwise.

The funds we manage may operate with a substantial degree of leverage. They may borrow, invest in derivative instruments and purchase
securities using borrowed money, so that the positions held by the funds may in aggregate value exceed the net asset value of the funds. This
leverage creates the potential for higher returns, but also increases the volatility of a fund, including the risk of a total loss of the amount
invested. In addition, our private equity funds have historically leveraged some of their investments in order to return capital to investors earlier
than would have otherwise been possible without a sale of the asset. In many such cases, such debt was secured by publicly-traded stock of
portfolio companies. To the extent that the value of such collateral decreases due to decreases in the share price of such portfolio companies, our
funds may be subject to margin calls that require them to call additional capital from investors, sell assets or otherwise take actions that decrease
the overall return of the impacted funds. Such actions would result in overall decreased revenues for us and a lower likelihood of generating
incentive income from the affected investments.

The risks identified above will be increased if a fund is required to rapidly liquidate positions to meet redemption requests, margin requests,
margin calls or other funding requirements on that position or otherwise. The inability to rapidly sell positions due to a lack of liquidity has
historically been the cause of substantial losses in the hedge fund industry. The ability of counterparties to force liquidations following losses or
a failure to meet a margin call can result in the rapid sale of highly leveraged positions in declining markets, which would likely subject our
hedge funds to substantial losses. We may fail to adequately predict the liquidity that our funds require to address counterparty requirements due
to falling values of fund investments being financed by such counterparties, which could result not only in losses related to such investments, but
in losses related to the need to liquidate unrelated investments in order to meet the fund�s obligations. Our funds may incur substantial losses in
the event significant capital is invested in highly leveraged investments or investment strategies. Such losses would result in a decline in AUM,
lead to investor requests to redeem remaining AUM (in the case of our hedge funds), and damage our reputation, each of which would materially
and adversely impact our earnings.

Valuation methodologies for certain assets in our funds can be subject to significant subjectivity and the values of assets established
pursuant to such methodologies may never be realized, which could result in significant losses for our funds.

There are no readily-ascertainable market prices for a very large number of illiquid investments in our private equity and, to a lesser extent,
hybrid hedge funds as well as a small number of so-called �sidepocket� investments in our liquid hedge funds. The fair value of such investments
of our funds is determined periodically by us based on the methodologies described in the funds� valuation policies. These policies are based on a
number of factors, including the nature of the investment, the expected cash flows from the investment, bid or ask prices provided by third
parties for the investment, the length of time the investment has been held, the trading price of securities (in the case of publicly traded
securities), restrictions on transfer and other recognized valuation methodologies. The methodologies we use in valuing individual investments
are based on a variety of estimates and assumptions specific to the particular investments, and actual results related to the investment therefore
often vary materially as a result of the inaccuracy of such assumptions or estimates. In addition, because many of the illiquid investments held
by our funds are in industries or sectors which are unstable, in distress, or undergoing some uncertainty, such investments are subject to rapid
changes in value caused by sudden company-specific or industry-wide developments. In addition, in many markets, transaction flow is limited
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due to uncertainty about accurate asset valuations which may cause hedge fund investors to become concerned about valuations of funds that
have illiquid or hard-to-value assets. This concern may lead to increased redemptions by investors irrespective of the performance of the funds.
In addition, uncertainty about asset values on redemptions from our investments in our hedge funds may lead to an increased risk of litigation by
investors over net asset values.

Because there is significant uncertainty in the valuation of, or in the stability of the value of, illiquid investments, the fair values of such
investments as reflected in a fund�s net asset value do not necessarily reflect the prices that would actually be obtained by us on behalf of the fund
when such investments are sold. Realizations at values significantly lower than the values at which investments have been reflected in fund net
asset values would result in losses for the applicable fund, a decline in asset management fees and the loss of potential incentive income. Also, a
situation where asset values turn out to be materially different than values reflected in fund net asset values could cause investors to lose
confidence in us which would, in turn, result in redemptions from our hedge funds or difficulties in raising additional private equity funds.

In some cases, the Fortress Funds realize value from an illiquid portfolio company when the portfolio company is able to sell equity in the public
markets through an IPO. An IPO of a portfolio company increases the liquidity of the funds� investment in the company and can create
significant value when the dividend yield on the company�s shares after the IPO is lower than the return being generated by the company�s net
assets, thereby increasing the value of its equity.

Certain of our funds utilize special situation, distressed debt and mortgage-backed investment strategies that involve significant risks.

Our private equity and hybrid hedge funds invest in obligors and issuers with weak financial conditions, poor operating results, substantial
financial needs, negative net worth, and/or special competitive problems. These funds also invest in obligors and issuers that are involved in
bankruptcy or reorganization proceedings. With such investments, it may be difficult to obtain full information as to the exact financial and
operating conditions of these obligors and issuers. Additionally, the fair values of such investments are subject to abrupt and erratic market
movements and significant price volatility if they are widely traded securities, and are subject to significant uncertainty in general if they are not
widely traded securities or may have no recognized market. A fund�s exposure to such investments may be substantial in relation to the market
for those investments, and the assets are likely to be illiquid and difficult to sell or transfer. As a result, it may take a number of years for the fair
value of such investments to ultimately reflect their intrinsic value as perceived by us. For example, several of our funds have significant
investments in mortgage backed securities and other investments that are directly or indirectly related to the value of real estate in various
locations around the world, particularly in the United States. Several funds have increased their investments in this sector to take advantage of
perceived investment opportunities over the past few quarters, and we have recently raised and invested a number of funds targeted specifically
toward residential and mortgage backed securities and similar investments. As a result, the results of a number of our funds have been and may
continue to be affected, in some cases materially, by fluctuations in the value of real estate and real estate related investments. Such fluctuations
could have a meaningful impact on the performance of the applicable fund and potentially on the operating results of the public company.

A central feature of our distressed investment strategy is our ability to successfully predict the occurrence of events such as mortgage default
rates, mortgage prepayment rates, the amounts of any prepayments, maturity extensions, interest rates for mortgage-backed securities and similar
instruments as well as corporate events such as capital raises, restructurings, reorganizations, mergers and other transactions. Predicting any of
these data points is difficult, and if our analyses are inaccurate, the actual results of such investments could be materially lower than expected
and the applicable fund�s investment results could decline sharply.

The U.S. government is evaluating a proposal by the current administration to modify the terms of a significant number of residential and other
loans be modified to provide relief to borrowers. We cannot predict whether any such proposals will be enacted into law or what the potential
terms of any such law would be. If instituted, it is possible that loan modifications could change the terms of a tremendous number of
mortgage-backed securities and other investments, including investments held by a number of our funds. Any such modifications could lower
the outstanding principal, reduce the interest rate, extend the maturity or otherwise change the terms of the loan in ways that could significantly
impair or eliminate the value of the loan or cause the loan to become a loss to the fund. As a result, any such loan modifications could have a
significantly negative impact on the affected fund�s business, results of operations and financial condition. Similarly, legislative proposals that
would permit judges to �cram-down� principal amounts on mortgage loans or would indemnify servicers for actions to modify loans in ways that
could otherwise breach the applicable loan or securitization documentation have the potential to create significant value losses in our funds�
investments in various mortgage-backed securities.

In addition, these investments could subject our private equity and hedge funds to certain potential additional liabilities that may exceed the
value of their original investment. Under certain circumstances, payments or distributions on certain investments may be reclaimed if any such
payment or distribution is later determined to have been a fraudulent conveyance, a preferential payment or similar transaction under applicable
bankruptcy and insolvency laws. In addition, under certain circumstances, a lender that has inappropriately exercised control of the management
and policies of a debtor may have its claims subordinated or disallowed, or may be found liable for damages suffered by parties as a result of
such actions. In the case where the investment in securities of troubled companies is made in connection with an
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attempt to influence a restructuring proposal or plan of reorganization in bankruptcy, our funds may become involved in substantial litigation.

If our risk management systems for our hedge fund business are ineffective, we may be exposed to material unanticipated losses.

In our hedge fund business, we continue to refine our risk management techniques, strategies and assessment methods. However, our risk
management techniques and strategies do not fully mitigate the risk exposure of our funds in all economic or market environments, or against all
types of risk, including risks that we might fail to identify or anticipate. Some of our strategies for managing risk in our funds are based upon our
use of historical market behavior statistics. We apply statistical and other tools to these observations to measure and analyze the risks to which
our funds are exposed. Any failures in our risk management techniques and strategies to accurately quantify such risk exposure could limit our
ability to manage risks in the funds or to seek adequate risk-adjusted returns. In addition, any risk management failures could cause fund losses
to be significantly greater than the historical measures predict. Further, our mathematical modeling does not take all risks into account. Our more
qualitative approach to managing those risks could prove insufficient, exposing us to material unanticipated losses.

Some of our funds invest in foreign countries and securities of issuers located outside of the United States, which may involve foreign
exchange, political, social and economic uncertainties and risks.

Some of our funds invest a portion of their assets in the equity, debt, loans or other securities of issuers located outside the United States. In
addition to business uncertainties, such investments may be affected by changes in exchange values as well as political, social and economic
uncertainty affecting a country or region. Many financial markets are not as developed or as efficient as those in the U.S., and as a result,
liquidity may be reduced and price volatility may be higher. The legal and regulatory environment may also be different, particularly with
respect to bankruptcy and reorganization, and may afford us less protection as a creditor than we may be entitled to under U.S. law. Financial
accounting standards and practices may differ, and there may be less publicly available information in respect of such companies.

Restrictions imposed or actions taken by foreign governments may adversely impact the value of our fund investments. Such restrictions or
actions could include exchange controls, seizure or nationalization of foreign deposits and adoption of other governmental restrictions which
adversely affect the prices of securities or the ability to repatriate profits on investments or the capital invested itself. Income received by our
funds from sources in some countries may be reduced by withholding and other taxes. Any such taxes paid by a fund will reduce the net income
or return from such investments. While our funds will take these factors into consideration in making investment decisions, including when
hedging positions, no assurance can be given that the funds will be able to fully avoid these risks or generate sufficient risk-adjusted returns.

Investments by our hedge funds will frequently rank junior to investments made by others in the same company.

In most cases, the companies in which our investment funds invest will have indebtedness or equity securities, or may be permitted to incur
indebtedness or to issue equity securities, that rank senior to our investment. By their terms, such instruments may provide that their holders are
entitled to receive payments of dividends, interest or principal on or before the dates on which payments are to be made in respect of our
investment. Also, in the event of insolvency, liquidation, dissolution, reorganization or bankruptcy of a company in which an investment is
made, holders of securities ranking senior to our investment would typically be entitled to receive payment in full before distributions could be
made in respect of our investment. After repaying senior security holders, the company may not have any remaining assets to use for repaying
amounts owed in respect of our fund�s investment. To the extent that any assets remain, holders of claims that rank equally with our investment
would be entitled to share on an equal and ratable basis in distributions that are made out of those assets. Also, during periods of financial
distress or following an insolvency, the ability of our investment funds to influence a company�s affairs and to take actions to protect their
investments may be substantially less than that of the senior creditors.

Our hedge fund investments are subject to numerous additional risks.

Our hedge fund investments, including investments by our funds of hedge funds in other hedge funds, are subject to numerous additional risks,
including the following:

� Certain of the funds are newly established funds without any operating history or are managed by management companies or general
partners who do not have a significant track record as an independent manager.

�
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Generally, there are few limitations on the execution of our hedge funds� investment strategies, which are subject to the sole
discretion of the management company or the general partner of such funds. The execution of a particular fund�s strategy � for
example a strategy involving the enforcement of property rights through litigation � may negatively impact one or more other Fortress
funds.

� Hedge funds may engage in short-selling, which is subject to the theoretically unlimited risk of loss because there is no limit on how
much the price of a security may appreciate before the short position is closed out. A
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fund may be subject to losses if a security lender demands return of the lent securities and an alternative lending source cannot be
found or if the fund is otherwise unable to borrow securities that are necessary to hedge its positions.

� Hedge funds are exposed to the risk that a counterparty will not settle a transaction in accordance with its terms and conditions
because of a dispute over the terms of the contract (whether or not bona fide) or because of a credit or liquidity problem, thus causing
the fund to suffer a loss. Counterparty risk is increased for contracts with longer maturities where events may intervene to prevent
settlement, or where the fund has concentrated its transactions with a single or small group of counterparties. Generally, hedge funds
are not restricted from dealing with any particular counterparty or from concentrating any or all of their transactions with one
counterparty. Moreover, the funds� internal consideration of the creditworthiness of their counterparties may prove insufficient. The
absence of a regulated market to facilitate settlement may increase the potential for losses.

� Credit risk may arise through a default by one of several large institutions that are dependent on one another to meet their liquidity or
operational needs, so that a default by one institution causes a series of defaults by the other institutions. This �systemic risk� may
adversely affect the financial intermediaries (such as clearing agencies, clearing houses, banks, investment banks, securities firms
and exchanges) with which the hedge funds interact on a daily basis.

� The efficacy of investment and trading strategies depend largely on the ability to establish and maintain an overall market position in
a combination of financial instruments. A hedge fund�s trading orders may not be executed in a timely and efficient manner due to
various circumstances, including systems failures or human error. In such event, the funds might only be able to acquire some but not
all of the components of the position, or if the overall position were to need adjustment, the funds might not be able to make such
adjustment. As a result, the funds would not be able to achieve the market position selected by the management company or general
partner of such funds, and might incur a loss in liquidating their position.

� Hedge fund investments are subject to risks relating to investments in commodities, futures, options and other derivatives, the prices
of which are highly volatile and may be subject to the theoretically unlimited risk of loss in certain circumstances, including if the
fund writes a call option. Price movements of commodities, futures and options contracts and payments pursuant to swap agreements
are influenced by, among other things, interest rates, changing supply and demand relationships, trade, fiscal, monetary and exchange
control programs and policies of governments and national and international political and economic events and policies. The value of
futures, options and swap agreements also depends upon the price of the commodities underlying them. In addition, hedge funds�
assets are subject to the risk of the failure of any of the exchanges on which their positions trade or of their clearinghouses or
counterparties. Most U.S. commodities exchanges limit fluctuations in certain commodity interest price
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