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Special Note Regarding Forward-Looking Statements
We have made statements in this Quarterly Report on Form 10-Q (including in "Management's Discussion and Analysis of Financial Condition and Results
of Operations") that are forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. In some cases, you can identify
these statements by forward-looking terms such as "may," "might," "will," "should," "expect," "plan," "anticipate," "believe," "estimate," "predict," "potential,"
"intend" or "continue," the negative of these terms and other comparable terminology. These forward-looking statements, which are subject to risks, uncertainties
and assumptions about us, may include projections of our future financial performance, which in some cases may be based on our growth strategies and
anticipated trends in our business. These statements are only predictions based on our current expectations and projections about future events. There are
important factors that could cause our actual results, level of activity, performance or achievements to differ materially from those expressed or implied by the
forward-looking statements. In particular, you should consider the risks contained in Item 1A of our Annual Report on Form 10-K for the year ended
December 31, 2008, as updated in "Risk Factors" in Part II, Item 1A, herein.
Although we believe the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee future results, level of activity,
performance or achievements. Moreover, neither we nor any other person assumes responsibility for the accuracy or completeness of any of these forwardlooking statements. You should not rely upon forward-looking statements as predictions of future events. We undertake no obligation to update any of these
forward-looking statements after the date of this filing to conform our prior statements to actual results or revised expectations.
Unaudited Condensed Consolidated Financial Statements are presented for the three and six months ended June 30, 2009 and 2008. The Consolidated
Financial Statements as of December 31, 2008 were audited.
3
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PART I. FINANCIAL INFORMATION
Item 1.

Unaudited Condensed Consolidated Financial Statements
Cowen Group, Inc.
Condensed Consolidated Statements of Financial Condition
(in thousands, except share and per share data)
(unaudited)
June 30,
2009

Assets
Cash and cash equivalents
Restricted cash pursuant to escrow agreement
Securities owned, at fair value
Receivable from brokers, dealers and clearing brokers
Corporate finance and syndicate receivables, net
Due from related parties
Exchange memberships, at cost (fair value of $282 and $221 at
June 30, 2009 and December 31, 2008, respectively)
Investments
Furniture, fixtures, equipment and leasehold improvements (net
of accumulated depreciation and amortization of $13,178 and
$11,863 at June 30, 2009 and December 31, 2008,
respectively)
Goodwill
Intangible assets, net
Other assets
Total assets
Liabilities and Equity
Liabilities
Bank overdrafts
Securities sold, not yet purchased, at fair value
Payable to brokers, dealers and clearing brokers
Employee compensation and benefits payable
Legal reserves and legal expenses payable (see Note 11,
Commitments, Contingencies and Guarantees)
Accounts payable, accrued expenses and other liabilities
Total liabilities
Equity
Cowen Group, Inc. stockholders' equity:
Preferred stock, par value $0.01 per share; 10,000,000 shares
authorized, no shares issued and outstanding
Common stock, par value $0.01 per share; 100,000,000 shares
authorized, 15,124,152 and 14,201,448 shares issued and
outstanding at June 30, 2009 and December 31, 2008,
respectively (including 3,243,684 and 2,963,960 restricted
shares, respectively)
Additional paid-in capital
Accumulated deficit
Accumulated other comprehensive loss
Total Cowen Group, Inc. stockholders' equity
Noncontrolling interest
Total equity
Total liabilities and equity

$

$

$

December 31,
2008

82,035
5,222
17,221
18,149
9,821
5,865

$ 108,595
13,034
8,632
17,918
3,391
1,087

379
16,288

379
15,141

9,327
2,551
223
19,026
186,107

10,472
2,551
369
25,929
$ 207,498

426
17,719
276
9,005

7,798
17,010
63,858

—

—

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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242
4,141
214
34,453

7,760
10,889
46,075

110
230,405
(91,668)
(455)
138,392
1,640
140,032
186,107

$

$

110
223,567
(80,716)
(846)
142,115
1,525
143,640
$ 207,498

Table of Contents

Cowen Group, Inc.
Condensed Consolidated Statements of Operations
(in thousands, except per share data)
(unaudited)
Three Months Ended
June 30,
2009
2008

Revenues
Investment banking
Brokerage
Interest and dividend income
Other
Total revenues
Expenses
Employee compensation and benefits
Floor brokerage and trade execution
Service fees
Communications
Occupancy and equipment
Marketing and business development
Depreciation and amortization
Other
Total expenses
Loss before income taxes
Benefit from income taxes
Net loss
Less: net income attributable to noncontrolling
interests
Net loss attributable to Cowen Group, Inc.

$ 11,848
35,015
114
2,808
49,785

$ 20,502
37,116
919
4,133
62,670

31,388
3,369
4,187
2,892
4,092
2,409
703
5,261
54,301
(4,516)
(134)
(4,382)
55
$ (4,437) $

Weighted average common shares outstanding:
Basic
Diluted
Earnings (loss) per share:
Basic
Diluted

11,658
11,658
$
$

(0.38) $
(0.38) $

Six Months Ended
June 30,
2009
2008

$

38,905
3,073
4,117
3,893
4,030
3,877
649
6,493
65,037
(2,367)
(1,656)
(711)
—

17,075
70,623
291
5,529
93,518

$

60,533
6,230
8,359
5,998
8,226
5,263
1,505
8,662
104,776
(11,258)
(410)
(10,848)
104

(711) $ (10,952) $
11,238
11,238
(0.06) $
(0.06) $

11,531
11,531
(0.95) $
(0.95) $

34,364
75,199
2,142
5,955
117,660
67,714
5,513
8,326
7,542
8,219
7,503
1,287
11,658
117,762
(102)
(45)
(57)
—
(57)
11,246
11,246
(0.01)
(0.01)

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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Cowen Group, Inc.
Condensed Consolidated Statements of Cash Flows
(in thousands)
(unaudited)
Six Months Ended
June 30,
2009
2008

Cash flows from operating activities
Net loss
Adjustments to reconcile net (loss) income to net cash used in
operating activities:
Share-based compensation
Depreciation and amortization
Deferred income taxes
(Increase) decrease in operating assets:
Restricted cash pursuant to escrow agreement
Securities owned, at fair value
Receivable from brokers, dealers and clearing brokers
Corporate finance and syndicate receivables, net
Due from related parties
Other assets
Increase (decrease) in operating liabilities:
Bank overdrafts
Securities sold, not yet purchased, at fair value
Payable to brokers, dealers and clearing brokers
Employee compensation and benefits payable
Legal reserves and legal expenses payable
Accounts payable, accrued expenses and other liabilities
Net cash used in operating activities
Cash flows from investing activities
Purchases of investments
Distributions from investments
Purchases of fixed assets
Net cash used in investing activities
Cash flows from financing activities
Share repurchases
(Distributions to) contributions from noncontrolling interest
Net cash used in financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents
Beginning of period
End of period
Supplemental disclosure of cash flow information
Cash paid during the period for:
Interest
Income taxes

$

(10,848)

$

(57)

6,867
1,505
217

2,662
1,287
(12)

7,812
(8,589)
(232)
(6,430)
(4,778)
7,083

179
(4,259)
9,828
5,156
(6,066)
7,681

184
13,578
62
(25,448)
(38)
(6,116)
(25,171)

(928)
8,409
5,467
(51,834)
(1,738)
3,256
(20,969)

(1,452)
305
(214)
(1,361)

(6,158)
—
(713)
(6,871)

—
(28)
(28)
(26,560)

(4,351)
467
(3,884)
(31,724)

$

108,595
82,035

$

139,879
108,155

$
$

126
234

$
$

94
2,045

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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Cowen Group, Inc.
Condensed Consolidated Statements of Comprehensive Loss
(in thousands)
(unaudited)
Six Months Ended
June 30,
2009
2008

Net loss
Other comprehensive income:
Foreign currency translation adjustment (net of taxes)
Comprehensive loss
Less: comprehensive income attributable to noncontrolling interests
Comprehensive loss attributable to Cowen Group, Inc.

$(10,848) $(57)
391
(10,457)
104
$(10,561) $

48
(9)
—
(9)

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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Cowen Group, Inc.
Notes to Condensed Consolidated Financial Statements
1. Organization and Basis of Presentation
Cowen Group, Inc. (together with its subsidiaries, the "Company") was incorporated in Delaware on February 15, 2006 with the issuance of 100 shares of
common stock with a par value of $0.01 per share. The Company completed an initial public offering ("IPO") of its common stock on July 12, 2006. Prior to
July 12, 2006, the Company was a wholly-owned subsidiary of SG Americas Securities Holdings, Inc. ("SGASH"). SGASH was a wholly-owned subsidiary of
SG Americas, Inc. ("SGAI"), which in turn was a wholly-owned subsidiary of Société Générale ("SG"). The Company is operated and managed on an integrated
basis as a single operating segment and primarily provides investment banking, institutional brokerage and research products and services to its clients. Certain
material subsidiaries of the Company and other entities in which the Company has a controlling financial interest are discussed below.
Cowen and Company, LLC ("Cowen"), a Delaware single-member limited liability company, is the United States broker-dealer subsidiary of the Company.
Cowen is a full-service investment banking and securities brokerage firm focused on the emerging growth sectors of healthcare, technology, media and
telecommunications, consumer, aerospace & defense, and alternative energy, operating primarily in the United States. Cowen clears its securities transactions on a
fully disclosed basis through National Financial Services, LLC and does not carry customer funds or securities.
Cowen International Limited ("CIL"), a corporation formed under the laws of England and Wales, is the United Kingdom broker-dealer subsidiary of the
Company. CIL is an investment banking and brokerage firm also focused on the emerging growth sectors of healthcare, technology, media and
telecommunications, consumer, aerospace & defense, and alternative energy, primarily in Europe.
Cowen Asset Management, LLC ("CAM US"), a Delaware single-member limited liability company, was a wholly-owned subsidiary of the Company
through April 27, 2009, at which point the Company effected a recapitalization of CAM US and transitioned to a minority owner. CAM US focused on a growthoriented investment style centered on small and mid-sized companies based in North America. See Note 20, "Wind-down of Certain Asset Management
Businesses" for further discussion.
Cowen Asset Management Limited ("CAM UK"), a corporation formed under the laws of England and Wales, is a wholly-owned subsidiary of the
Company. CAM UK provides traditional asset management services for investors outside the United States, focusing on a global equity strategy. Cowen Funds
p.l.c. (the "Cowen Funds"), an open-ended investment company ("OEIC") with variable capital, is incorporated with limited liability in Ireland, regulated by the
Irish Financial Services Regulatory Authority ("IFSRA"), and established as an undertaking for collective investment in transferable securities ("UCITS"). A
UCITS is a public limited company that manages investment funds in the European Union. As such, Cowen Funds is structured as an umbrella fund with
segregated liability between sub-funds which are listed on the Irish Stock Exchange. The Company, through Cowen, has a controlling financial interest in Cowen
Funds. In the second quarter of 2009, the Company commenced a wind down of its asset management business in the UK, which includes CAM UK and the
Cowen Funds. See Note 20, "Wind-down of Certain Asset Management Businesses" for further discussion.
Cowen Healthcare Royalty Management, LLC ("CHRP Management"), a Delaware single-member limited liability company, is an indirect wholly-owned
subsidiary of the Company. CHRP Management manages Cowen Healthcare Royalty Partners, L.P. (the "CHRP Fund"), which invests principally in
8
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Cowen Group, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)
1. Organization and Basis of Presentation (Continued)

commercial-stage biopharmaceutical products and companies through the purchase of royalty or synthetic royalty interests and structured debt and equity
instruments.
Cowen Capital Partners, LLC ("Cowen Capital"), a Delaware single-member limited liability company, is an indirect wholly-owned subsidiary of the
Company. Cowen Capital focuses on providing investment management services to management teams who acquire significant equity positions in growing
businesses engaged in business services, healthcare services and specialty manufacturing.
On August 22, 2008, the Company acquired (through its purchase of Latitude Holdings Limited) Latitude Advisors Limited ("Latitude"), a Hong Kong
corporation which was re-named Cowen Latitude Advisors Limited ("CLAL"), and Latitude Investment Consulting (Beijing) Co., Ltd., a Chinese wholly-owned
foreign enterprise, which was re-named Cowen Latitude Investment Consulting (Beijing) Co., Ltd. ("CLICB"). CLAL and CLICB are each indirect whollyowned subsidiaries of the Company. CLAL serves as an investment banking firm focused on the emerging growth sectors of healthcare, technology, media and
telecommunications, consumer, aerospace & defense, and alternative energy, primarily in Hong Kong. CLICB primarily provides consulting services to CLAL.
SGASH received all of the proceeds from the sale of 11,517,392 shares as a result of the IPO. In addition, 2,100,000 restricted shares were granted to
employees of the Company. SGASH retained 1,382,608 shares of the Company out of the total 12,900,000 shares it held immediately prior to the IPO. On
December 5, 2007, the Company filed a Registration Statement on Form S-3 on behalf of SG, which remains effective. As a result, SG may sell its remaining
shares at any time.
Basis of Presentation
Management believes that these Condensed Consolidated Financial Statements include normally recurring adjustments and accruals necessary for a fair
presentation of the Condensed Consolidated Statements of Financial Condition, Operations and Cash Flows for the periods presented. We have evaluated
subsequent events through August 6, 2009, which is the date that these financial statements were issued. These Condensed Consolidated Financial Statements and
related notes are unaudited and exclude some of the disclosures required in annual financial statements.
The Condensed Consolidated Statements of Operations do not include litigation expenses incurred by the Company in connection with certain litigation and
other legal matters that are indemnified by SG through an indemnification agreement (the "Indemnification Agreement"). The legal reserves related to these
indemnified matters are included in legal reserves and legal expenses payable in the Condensed Consolidated Statements of Financial Condition. The effect of
this indemnification on the Company's consolidated results of operations is that when a future increase to a loss contingency reserve that is related to litigation
covered by the Indemnification Agreement is recorded, the litigation cost will be reflected as an increase in litigation and related expense and the indemnification
recovery will be recorded as a reduction to the Company's litigation and related expense. See Note 11, "Commitments, Contingencies and Guarantees" and
Note 13, "Separation from Société Générale and Other Related Matters" for further discussion.
The Condensed Consolidated Financial Statements include the accounts of the Company, its subsidiaries and entities in which the Company has a controlling
financial interest. All intercompany accounts and transactions have been eliminated upon consolidation. Certain reclassifications have been
9
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Cowen Group, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)
1. Organization and Basis of Presentation (Continued)

made to conform prior-period amounts to the current-period presentation, including the reclassification of interest expense of $0.1 million to other for the three
and six months ended June 30, 2008.
2. Summary of Significant Accounting Policies
Principles of Consolidation
The Condensed Consolidated Financial Statements include the accounts of Cowen Group, Inc., its subsidiaries, and all other entities in which the Company
has a controlling financial interest. All intercompany accounts and transactions have been eliminated in consolidation. The Company determines whether it has a
controlling financial interest by first evaluating whether the entity is a voting interest entity, or a variable interest entity ("VIE").
Voting interest entities are those in which the total equity investment at risk is sufficient to enable the entity to finance its activities independently. Voting
interest entities provide equity holders with the obligation to absorb losses, the right to receive residual returns and the right to make decisions about the entity's
activities. Voting interest entities are consolidated in accordance with Accounting Research Bulletin No. 51, Consolidated Financial Statements ("ARB 51").
ARB 51 provides that ownership of a majority voting interest is a condition for a controlling financial interest in an entity.
According to Financial Accounting Standards Board ("FASB") Interpretation ("FIN") No. 46R, Consolidation of Variable Interest Entities ("FIN 46R"),
VIEs lack one or more of the characteristics of a voting interest entity as described above. FIN 46R provides that a controlling financial interest in an entity is
present when an entity has one or more variable interests that are expected to absorb a majority of the entity's expected losses, receive a majority of the entity's
residual returns, or both. The entity that is determined to be the primary beneficiary holds the controlling financial interest and is required to consolidate the VIE.
Accordingly, the Company consolidates VIEs in which the Company is deemed to be the primary beneficiary.
When the Company does not have a controlling financial interest in an entity but exerts significant influence over that entity's operating and financial
policies, the Company accounts for its investment in accordance with the equity method of accounting prescribed by Accounting Principles Board Opinion
No. 18, The Equity Method of Accounting for Investments in Common Stock. This generally applies to cases in which the Company owns a voting or economic
interest of between 20 and 50 percent. The equity method may also apply to noncontrolling ownership interests in general partnerships, or ownership interests in
limited partnerships of more than 3 to 5 percent.
In addition to the situations described above, the Company evaluates partnerships, limited liability companies and similar entities that are not VIEs according
to the provisions of EITF 04-5, Determining Whether a General Partner, or the General Partners as a Group, Controls a Limited Partnership or Similar Entity
When the Limited Partners Have Certain Rights ("EITF 04-5"). The Company consolidates any such entities over which the Company, as general partner or
managing member, has the presumption of control according to EITF 04-5.
Noncontrolling Interest
The Company adopted FASB Statement No. 160, "Noncontrolling Interests in Consolidated Financial Statements—an amendment of Accounting Research
Bulletin No. 51" ("SFAS 160"), as of January 1, 2009. SFAS 160 requires reporting entities to present noncontrolling (minority) interests as
10
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Cowen Group, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)
2. Summary of Significant Accounting Policies (Continued)

equity (as opposed to as a liability or mezzanine equity), present income allocated to both noncontrolling interests and common stockholders, and provides
guidance on the accounting for transactions between an entity and noncontrolling interests. The Company has revised its prior period presentation as required to
conform to this new pronouncement.
The Company reports the proportionate share of equity interests held by minority interest holders in Cowen Healthcare Royalty GP, LLC ("CHRGP"), the
general partner of the CHRP Fund, as noncontrolling interest in the Condensed Consolidated Financial Statements.
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires management to make
estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes. Management believes that the estimates utilized
in preparing its Condensed Consolidated Financial Statements are reasonable and prudent; however, actual results could differ from those estimates.
Cash and Cash Equivalents
The Company considers all highly liquid investments with original maturities of three months or less at the date of purchase to be cash equivalents. At
June 30, 2009 and December 31, 2008, cash and cash equivalents included $71.4 million and $98.4 million, respectively, of money market funds.
Valuation of Financial Instruments
Substantially all of the Company's financial instruments are recorded at fair value or contract amounts that approximate fair value. Securities owned and
securities sold, not yet purchased and derivative financial instruments, including options and warrant positions, are stated at fair value, with any related changes in
unrealized appreciation or depreciation reflected in brokerage revenue in the Condensed Consolidated Statements of Operations. Financial instruments carried at
contract amounts include amounts receivable from and payable to brokers, dealers and clearing brokers, and corporate finance and syndicate receivables, net.
The Company determines fair value in accordance with Statement of Financial Accounting Standards ("SFAS") No. 157, Fair Value Measurements
("SFAS 157"). SFAS 157 defines fair value, establishes a framework for measuring fair value, and expands disclosures about fair value measurements. SFAS 157
establishes a fair value hierarchy that distinguishes between valuations obtained from sources independent of the entity and those from the entity's own
unobservable inputs that are not corroborated by observable market data.
For many financial instruments, fair value is based on independent sources such as quoted market prices or dealer price quotations. To the extent certain
financial instruments trade infrequently or are not marketable, they may not have readily determinable fair values. In these instances, primarily for warrants, the
Company estimates fair value using various pricing models and available information that management deems most relevant. Among the factors considered by
the Company in determining the fair value of financial instruments are discounted anticipated cash flows, the cost, terms and liquidity of the instrument, the
financial condition, operating results and credit ratings of the issuer or underlying company, the quoted market price of publicly traded securities with similar
quality and yield, and other
11
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Cowen Group, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)
2. Summary of Significant Accounting Policies (Continued)

factors generally pertinent to the valuation of financial instruments. See Note 10, "Fair Value Measurements" for further discussion.
Receivable from and Payable to Brokers, Dealers and Clearing Brokers
Amounts receivable from and payable to brokers, dealers and clearing brokers primarily include proceeds from securities sold short including commissions
and fees related to securities transactions, net receivables and payables for unsettled transactions, and deposits with the clearing brokers. Proceeds related to
securities sold, not yet purchased, may be restricted until the securities are purchased.
Corporate Finance and Syndicate Receivables, net
Corporate finance and syndicate receivables, net, include receivables relating to the Company's investment banking and advisory engagements. The
Company records an allowance for doubtful accounts on these receivables on a specific identification basis. The allowance for doubtful accounts was $0.4 million
and $0.3 million as of June 30, 2009 and December 31, 2008, respectively.
Investments
The Company's limited partnership investment in the CHRP Fund is accounted for under the equity method, with the Company's proportionate share of the
income or loss of the CHRP Fund recorded in other revenue. See Note 8, "Investments" for further discussion.
Furniture, Fixtures, Equipment and Leasehold Improvements
Furniture, fixtures, equipment and leasehold improvements are stated at cost, less accumulated depreciation and amortization. Depreciation of furniture,
fixtures and equipment is provided on the straight-line method over the estimated useful lives of the assets, which range from three to five years. Leasehold
improvements are amortized over the lesser of the useful life of the improvement or the term of the lease, which ranges from two to eight years.
Goodwill
Goodwill represents the excess of the purchase price of a business acquisition over the fair value of the net assets acquired. In accordance with SFAS
No. 142, Goodwill and Other Intangible Assets ("SFAS 142"), goodwill is not amortized. The Company monitors goodwill annually or more frequently if events
or circumstances indicate a possible impairment.
A two-step test is used to determine whether goodwill is impaired. The first step is to compare the carrying value of a reporting unit with the fair value of the
reporting unit. If the carrying value of the reporting unit exceeds the fair value of the reporting unit, the second step is applied. The second step is to compare the
carrying amount of the reporting unit's goodwill with the implied fair value of the reporting unit's goodwill as determined in accordance with SFAS 142. Goodwill
impairment is recognized if its carrying value exceeds its implied fair value. The determination of fair value includes consideration of projected cash flows,
relevant trading multiples of comparable exchange-listed corporations, and the trading price of the Company's common shares.
12
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Cowen Group, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)
2. Summary of Significant Accounting Policies (Continued)
Goodwill impairment tests are subject to significant judgment in determining the estimation of future cash flows, discount rates and other assumptions.
Changes in these estimates and assumptions could have a significant impact on the fair value and any resulting impairment of goodwill.
Intangible Assets, net
Intangible assets with finite lives are amortized over their estimated average useful lives in accordance with SFAS 142. Finite lived intangible assets are
tested for impairment whenever events or circumstances suggest that the carrying amount of an asset is not recoverable and the carrying amount exceeds the fair
value of the intangible asset. The Company does not have any intangible assets deemed to have indefinite lives. See Note 9, "Goodwill and Intangible Assets" for
further discussion.
Exchange Memberships
Exchange memberships represent both an ownership interest and the right to conduct business on the exchange and are carried at cost. The Company
evaluates exchange memberships for other-than-temporary impairment annually or more frequently if events or circumstances indicate a possible impairment.
Share-Based Compensation
Share-based awards granted under the Company's equity and incentive compensation plans are accounted for according to the provisions of SFAS
No. 123(R), Share-Based Payment ("SFAS 123R"). See Note 16, "Share-Based Compensation" for a description of these awards.
Legal Reserves
The Company estimates potential losses that may arise out of legal and regulatory proceedings and records a reserve and takes a charge to income when
losses with respect to such matters are deemed probable and can be reasonably estimated, in accordance with SFAS No. 5, Accounting for Contingencies
("SFAS 5"). These amounts are reported in other expenses, net of recoveries, in the Condensed Consolidated Statements of Operations. The Condensed
Consolidated Statements of Operations do not include litigation expenses incurred by the Company in connection with indemnified litigation matters. See
Note 11, "Commitments, Contingencies, and Guarantees" and Note 13, "Separation from Société Générale and Other Related Matters" for additional information.
As the successor of the named party in these litigation matters, the Company recognizes the related legal reserve in the Condensed Consolidated Statements of
Financial Condition.
Revenue Recognition
Investment Banking
The Company earns investment banking revenue primarily from fees associated with public and private capital raising transactions and providing strategic
advisory services. Investment banking revenues are derived primarily from small and mid-capitalization companies within the Company's target sectors of
healthcare, technology, media and telecommunications, consumer, aerospace & defense, and alternative energy.
13
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Cowen Group, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)
2. Summary of Significant Accounting Policies (Continued)
•

Underwriting fees

The Company earns underwriting revenues in securities offerings in which the Company can act as an underwriter, such as initial public offerings, follow-on
equity offerings and convertible security offerings. Underwriting revenues include management fees, selling concessions and underwriting fees. Fee revenue
relating to underwriting commitments is recorded when all significant items relating to the underwriting cycle have been completed and the amount of the
underwriting revenue has been determined. This generally is the point at which all of the following have occurred: (i) the issuer's registration statement has
become effective with the SEC, or the other offering documents are finalized; (ii) the Company has made a firm commitment for the purchase of shares from the
issuer; and (iii) the Company has been informed of the number of shares that it has been allotted.
When the Company is not the lead manager for a registered equity underwriting transaction, management must estimate the Company's share of transactionrelated expenses incurred by the lead manager in order to recognize revenue. Transaction-related expenses are deducted from the underwriting fee and therefore
reduce the revenue the Company recognizes as co-manager. Such amounts are adjusted to reflect actual expenses in the period in which the Company receives the
final settlement, typically within 90 days following the closing of the transaction.
•

Strategic/financial advisory fees

The Company's strategic advisory revenues include success fees earned in connection with advising companies, both buyers and sellers, principally in
mergers and acquisitions. The Company also earns fees for related advisory work such as providing fairness opinions. The Company records strategic advisory
revenues when the services for the transactions are completed under the terms of each assignment or engagement and collection is reasonably assured. Expenses
associated with such transactions are deferred until the related revenue is recognized or the engagement is otherwise concluded.
•

Private placement fees

The Company earns agency placement fees in non-underwritten transactions such as private placements, private investment in public equity transactions
("PIPEs") and registered direct transactions ("RDs"). The Company records private placement revenues when the services for the transactions are completed
under the terms of each assignment or engagement and collection is reasonably assured. Expenses associated with such transactions are deferred until the related
revenue is recognized or the engagement is otherwise concluded.
Brokerage
Brokerage revenue consists of commissions, principal transactions and equity research fees.
•

Commissions

Commission revenue includes fees from executing client transactions in listed securities. These fees are recognized on a trade date basis. The Company
permits institutional customers to allocate a portion of their commissions to pay for research products and other services provided by third parties. The amounts
allocated for those purposes are commonly referred to as soft dollar arrangements. Commissions on soft dollar brokerage are recorded net of the related
expenditures on an accrual basis.
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•

Principal Transactions

Principal transaction revenue includes net trading gains and losses from the Company's market-making activities in over-the-counter equity securities, listed
options trading, trading of convertible securities, and trading gains and losses on inventory and other firm positions, which include warrants previously received
as part of investment banking transactions. In certain cases, the Company provides liquidity to clients buying or selling blocks of shares of listed stocks without
previously identifying the other side of the trade at execution, which subjects the Company to market risk. These positions are typically held for a very short
duration.
•

Equity Research Fees

Equity research fees are paid to the Company for providing equity research. These fees are recognized as revenue when they are earned.
Other
Other revenue includes fees for managing assets and investments in private equity, traditional asset management and alternative asset management funds, as
well as fees for managing a portfolio of merchant banking investments on behalf of SG and other third party investors, and miscellaneous income such as fees for
managing venture capital investments. Management fees are recognized in the periods during which the related services are performed and the amounts have been
contractually earned.
Revenue Recognition on Incentive Income
The Company recognizes incentive income when certain financial returns are achieved over the life of funds managed by the Company, and has elected to
account for incentive income that is subject to contingencies in accordance with Method 1 of Emerging Issues Task Force Topic D-96, Accounting for
Management Fees Based on a Formula ("D-96"). Under Method 1 of D-96, incentive income is recognized at the end of the contract period when all of the
contingencies have been resolved. The Company may be required to repay a portion of the incentive income to the limited partners of the fund in the event
minimum performance levels are not achieved by the fund as a whole (these potential repayments are referred to as "clawbacks"). The Company would be
required to establish a reserve for potential clawbacks if it determined that the likelihood of a clawback is probable and the amount of the clawback can be
reasonably estimated. As of June 30, 2009, the Company has not recorded any incentive income related to this arrangement.
Derivative Financial Instruments
The Company uses listed options for proprietary trading activities and to economically hedge trading positions. The Company also holds warrant positions.
Warrants provide the holder the right to purchase securities from the issuer, and have been received in connection with certain private placement transactions.
The fair value of options is based on current market quotes. The fair value of warrants is based on a valuation model that considers contractual term, market
price and volatility. Initially, the fair value of warrants received in connection with private placement transactions is included in investment banking
15
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revenues in the Condensed Consolidated Statement of Operations. Subsequent realized and unrealized gains and losses related to changes in the fair value of
warrants are included in brokerage revenue in the Condensed Consolidated Statement of Operations. The fair value of listed options and warrants is included in
securities owned and securities sold, not yet purchased in the Condensed Consolidated Statements of Financial Condition.
Realized and unrealized gains and losses from changes in the fair value of derivatives are included in brokerage revenue in the Condensed Consolidated
Statements of Operations. The Company does not use hedge accounting as described in SFAS No. 133, Accounting for Derivatives and Hedging Activities.
Earnings Per Share
The Company computes earnings per share in accordance with SFAS No. 128, Earnings per Share. Basic earnings per common share is computed by
dividing net income by the weighted average number of common shares outstanding for the period. Diluted earnings per common share is calculated by dividing
net income by the weighted average outstanding shares assuming conversion of all potentially dilutive restricted stock and stock options, in accordance with the
treasury stock method.
Leases
Leases are accounted for under SFAS No. 13, Accounting for Leases. All of the Company's leases are classified as operating leases.
Foreign Currency
The Company consolidates certain foreign subsidiaries that have designated a foreign currency as their functional currency. For entities that have designated
a foreign currency as their functional currency, assets and liabilities are translated into U.S. dollars based on current rates, which are the rates prevailing at each
statement of financial condition date, and revenues and expenses are translated at historical rates, which are the average rates for the relevant periods. The
resulting translation gains and losses, and the tax effects of such gains and losses, are recorded in other comprehensive income (loss), a separate component of
stockholders' equity. Gains or losses resulting from foreign currency transactions are included in the Condensed Consolidated Statements of Operations.
Income Taxes
The income tax provision reflected in the Condensed Consolidated Statements of Operations is consistent with the liability method described in SFAS
No. 109, Accounting for Income Taxes. Under the liability method, deferred income taxes reflect the net tax effects of temporary differences between the carrying
amount of assets and liabilities for financial statement and income tax purposes, as determined under applicable tax laws and rates. A valuation allowance is
provided for deferred tax assets when it is considered more likely than not that any benefits of net deductible temporary differences and net operating loss
carryforwards will not be realized.
The Company follows the provisions of FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes—an Interpretation of FASB Statement
No. 109 ("FIN 48"). FIN 48 requires recognition and measurement of a tax position taken or expected to be taken in a tax return and provides guidance
16
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on derecognition, classification, interest and penalties, accounting in interim periods, disclosure and transition.
Subsequent Events
In May 2009, the FASB issued SFAS No. 165, Subsequent Events ("SFAS 165"). SFAS 165 sets forth: 1) the period after the balance sheet date during which
management of a reporting entity should evaluate events or transactions that may occur for potential recognition or disclosure in the financial statements; 2) the
circumstances under which an entity should recognize events or transactions occurring after the balance sheet date in its financial statements; and 3) the
disclosures that an entity should make about events or transactions that occurred after the balance sheet date. The Company adopted SFAS 165 in the quarter
ended June 30, 2009. The adoption of SFAS 165 did not have a material impact on the Company's consolidated financial statements.
3. Accounting Developments
In June 2009, the FASB issued SFAS No. 167, Amendments to FASB Interpretation No. 46(R) ("SFAS 167"). SFAS 167 amends FIN 46R, and changes how a
company determines when an entity should be consolidated if it is insufficiently capitalized or is not controlled through voting (or similar rights). The
determination of whether a company is required to consolidate an entity is based on, among other things, an entity's purpose and design and a company's ability to
direct the activities of the entity that most significantly impact the entity's economic performance. SFAS 167 is effective for the first annual reporting period
beginning on or after November 15, 2009, with earlier application prohibited. The Company is currently evaluating the impact that SFAS 167 will have on its
consolidated financial statements.
4. Restricted Cash Pursuant to Escrow Agreement and Related Indemnification Agreement with Société Générale
In connection with the IPO, the Company entered into an Indemnification Agreement with SG under which (1) SG will indemnify, and will defend and hold
harmless the Company and each of the Company's subsidiaries from and against certain liabilities assumed or retained by SG; and (2) SG will indemnify the
Company for known, pending and threatened litigation (including the costs of such litigation) and certain known regulatory matters, in each case, that existed
prior to the date of the IPO to the extent the cost of such litigation results in payments in excess of the amount placed in escrow to fund such matters. See Note 13,
"Separation from Société Générale and Other Related Matters," for further discussion of the Indemnification Agreement.
On July 12, 2006, the Company entered into an escrow agreement with SGASH and a third-party escrow agent (the "Escrow Agreement") and deposited
with the escrow agent $72.3 million for the payment of liabilities arising out of the matters for which SG has agreed to indemnify the Company. Subsequent to
making this deposit, certain matters covered by the Escrow Agreement have been settled and excess reserves related to these settled matters were returned to
SGASH. The escrow agent will, when and as directed by SGASH, distribute funds from the escrow account to satisfy specified contingent liabilities for which
SG has assumed responsibility should such liabilities become due. Any amounts remaining in the escrow account after final conclusion of the related litigation
will be paid to
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SGASH. SGASH is also entitled to any interest earned on such deposits held in escrow. The balance in the escrow account was $5.2 million as of June 30, 2009
and $13.0 million as of December 31, 2008.
The effect of this indemnification on the Company's consolidated results of operations is that when a future increase to a loss contingency reserve that is
related to litigation covered by the Indemnification Agreement is recorded, the litigation cost will be reflected as an increase in legal expenses and the
indemnification recovery will be recorded as a reduction to the Company's legal expenses. Legal expenses are included within other expenses in the Condensed
Consolidated Statements of Operations.
5. Securities Owned and Securities Sold, Not Yet Purchased
Securities owned and securities sold, not yet purchased, both at fair value, consist of the following at June 30, 2009 and December 31, 2008:
June 30, 2009
December 31, 2008
Sold,
Sold,
Not Yet
Not Yet
Owned
Purchased
Owned
Purchased
(in thousands)

Equity securities
Options
Mutual funds
Warrants
Total

$12,895
2,478
1,489
359
$17,221

$ 17,574
145
—
—
$ 17,719

$6,556
353
1,430
293
$8,632

$ 3,530
611
—
—
$ 4,141

Securities sold, not yet purchased represent obligations of the Company to deliver a specified security at a contracted price and, thereby, create a liability to
purchase that security in the market at prevailing prices. The Company's liability for securities to be delivered is measured at their fair value as of the date of the
financial statements. However, these transactions result in off-balance sheet risk, as the Company's ultimate cost to satisfy the delivery of securities sold, not yet
purchased, may exceed the amount reflected in the Condensed Consolidated Statements of Financial Condition. Substantially all equity securities and options are
pledged to the clearing broker under terms which permit the clearing broker to sell or re-pledge the securities to others subject to certain limitations.
6. Receivable from and Payable to Brokers, Dealers and Clearing Brokers
Amounts receivable from and payable to brokers, dealers and clearing brokers at June 30, 2009 and December 31, 2008 consist of the following:
June 30, 2009
December 31, 2008
Receivable
Payable
Receivable
Payable
(in thousands)

Clearing brokers
Fees and commissions
Total

$ 9,277
8,872
$ 18,149
18

$ 17
259
$ 276

$ 12,814
5,104
$ 17,918

$ 69
145
$ 214
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7. Exchange Memberships
Exchange memberships provide the Company with the right to do business on the exchanges of which it is a member. No impairment occurred during the
three and six months ended June 30, 2009 or 2008. The fair value of the exchange memberships was approximately $0.3 million at June 30, 2009 and
December 31, 2008.
8. Investments
The Company invests in the CHRP Fund through a direct limited partnership investment by Cowen Group, Inc., as well as through its ownership interest in
CHRGP, the general partner of the CHRP Fund. The direct investment in the CHRP Fund through Cowen Group, Inc. is accounted for under the equity method.
The Company consolidates CHRGP and records the noncontrolling equity interest in CHRGP as noncontrolling interest in the Condensed Consolidated
Statements of Financial Condition. The carrying value of the investment at June 30, 2009 and December 31, 2008 was $16.3 million and $15.1 million,
respectively, which included $1.6 million and $1.5 million, respectively, of noncontrolling interest in CHRGP.
9. Goodwill and Intangible Assets
Goodwill
All of the Company's goodwill at June 30, 2009 and December 31, 2008 resulted from the 2008 acquisition of Latitude. Goodwill is reviewed for possible
impairment at least annually, consistent with valuation methodologies pursuant to SFAS 142. There were no additions to goodwill and no impairment losses
recorded during the six months ended June 30, 2009.
Intangible assets
Information regarding the Company's intangible assets that are subject to amortization is presented below as of June 30, 2009 and December 31, 2008. The
intangible assets were acquired as part of the purchase of Latitude in 2008.
June 30, 2009
Amortization
Period
(in years)

Customer contracts
Trademarks
Database

0.5
10.0
5.0

Gross
Carrying
Amount

$ 390
170
80
$ 640

Accumulated
Amortization
(in thousands)

$

(390)
(14)
(13)
(417)

$

December 31, 2008
Net
Carrying
Amount

$

—
156
67
$ 223

Gross
Carrying
Amount

$ 390
170
80
$ 640

Accumulated
Amortization
(in thousands)

$

$

(260)
(6)
(5)
(271)

Net
Carrying
Amount

$ 130
164
75
$ 369

Amortization expense related to intangible assets was $0.01 million and $0.1 million for the three and six months ended June 30, 2009, respectively. There
was no amortization expense related to intangible assets recorded in the three and six months ended June 30, 2008. All of the Company's intangible assets have
finite lives.
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The estimated future amortization expense for the Company's intangible assets as of June 30, 2009 is as follows:
(in
thousands)

Remainder of 2009
2010
2011
2012
2013
Thereafter

$

$

17
33
33
33
28
79
223

10. Fair Value Measurements
SFAS 157 defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. SFAS 157 also establishes a framework for measuring fair value and a valuation hierarchy based upon the transparency of
inputs used in the valuation of an asset or liability. Classification within the hierarchy is based upon the lowest level of input that is significant to the fair value
measurement. The valuation hierarchy contains three levels:
•

Level 1—Valuation inputs are unadjusted quoted market prices for identical assets or liabilities in active markets.

•

Level 2—Valuation inputs are quoted prices for identical assets or liabilities in markets that are not active, quoted market prices for similar assets
and liabilities in active markets and other observable inputs directly or indirectly related to the asset or liability being measured.

•

Level 3—Valuation inputs are unobservable and significant to the fair value measurement.

The following describes the valuation methodologies the Company uses to measure different financial instruments at fair value, including an indication of
the level in the fair value hierarchy in which each instrument is generally classified.
Equity securities. Equity securities are valued based on quoted market prices. Equity securities that trade in active markets are classified within Level 1,
and equity securities that trade in inactive markets are classified within Level 2. Equity securities in privately held companies are valued using inputs that are
unobservable and significant to the fair value measurement, such as third party transactions in that security, and are classified within Level 3.
Options. Listed options are valued based on quoted market prices. All options trade in active markets and are classified within Level 1.
Mutual funds. Mutual funds are valued based on quoted net asset values. All mutual funds trade in active markets and are classified within Level 1.
Warrants. Warrants in public companies are valued using a Black-Scholes valuation model, based on observable inputs directly related to the warrants.
These warrants are classified within Level 2.
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The Company maintains policies and procedures to value its financial instruments using the highest level and most relevant data available. In addition,
management reviews valuations, including independent price validation, for certain instruments. In some instances, the Company retains an independent pricing
vendor to assist in valuing certain instruments.
The following table summarizes the Company's financial assets and liabilities that are measured and recognized at fair value on a recurring basis classified
under the appropriate level of the fair value hierarchy as of June 30, 2009:
Level 1

Assets:
Equity securities
Options
Mutual funds
Warrants
Liabilities:
Equity securities
Options

Level 2
Level 3
(in thousands)

Total

$12,537
2,478
1,489
—
$16,504

$ 24
—
—
359
$ 383

$ 334
—
—
—
$ 334

$12,895
2,478
1,489
359
$17,221

$17,574
145
$17,719

$ —
—
$ —

$ —
—
$ —

$17,574
145
$17,719

For the three and six months ended June 30, 2009, there were no changes in the value of assets classified within Level 3, and there were no asset transfers in
or out of Level 3.
11. Commitments, Contingencies and Guarantees
Litigation
The Company is involved in a number of legal and regulatory matters that arise from time to time in connection with the conduct of its businesses. The
Company estimates potential losses that may arise out of these matters and records a reserve and takes a charge to income when losses with respect to such
matters are deemed probable and can be reasonably estimated, in accordance with SFAS 5. To the extent that the Company is indemnified by SG, indemnified
legal expenses and liabilities will be paid out of escrow pursuant to the Escrow Agreement with SG. See Note 4, "Restricted Cash Pursuant to Escrow Agreement
and Related Indemnification Agreement with Société Générale" and Note 13, "Separation from Société Générale and Other Related Matters," for further
discussion of the Escrow Agreement and the Indemnification Agreement. Although there can be no assurances as to the ultimate outcome, Cowen has established
reserves for litigation and regulatory matters that it believes are adequate as of June 30, 2009. Estimates, by their nature, are based on judgment and currently
available information and involve a variety of factors, including, but not limited to, the type and nature of the litigation, claim or proceeding, the progress of the
matter, the advice of legal counsel, the Company's defenses and its experience in similar cases or proceedings as well as its assessment of matters, including
settlements, involving other defendants in similar or related cases or proceedings. The Company may increase or decrease its legal reserves in the future, on a
matter-by-matter basis, to account for developments in such matters.
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Based on information currently available, the Company believes that the amount, or range, of reasonably possible losses will not have a material adverse
effect on the Company's consolidated financial condition or cash flows. However, losses may be material to the Company's operating results in a future period,
depending in part, on the operating results for such period and the extent to which the Company is indemnified by SG.
Lease Commitments
The Company's headquarters are located in New York City and other office locations include Boston, San Francisco, Cleveland, Dallas, Stamford, Atlanta,
Chicago, London, Geneva, Hong Kong, Beijing, and Shanghai. Certain office space is leased under operating leases that extend up to 2015. In addition, certain
lease agreements are subject to escalation clauses. Under the terms of the Boston office lease, which expires on November 30, 2014, there is a five-year extension
option which would allow the Company to extend the lease through November 30, 2019.
As of June 30, 2009, the Company had the following lease commitments related to these agreements:
Minimum
Lease
Payments
(in thousands)

Remainder of 2009
2010
2011
2012
2013
Thereafter

$

$

5,053
10,070
10,006
9,302
7,473
4,004
45,908

Rent expense was $3.0 million and $2.9 million for the three months ended June 30, 2009 and 2008, respectively, and was $5.9 million and $5.7 million for
the six months ended June 30, 2009 and 2008, respectively. Rent expenses above include building operating expenses which are charged to the Company.
Guarantees
The Company has outsourced certain information technology services under agreements which are in place until 2010. As of June 30, 2009, the Company's
annual minimum guaranteed payments under these agreements are as follows:
Minimum
Guaranteed
Payments
(in
thousands)

Remainder of 2009
2010

$

6,312
5,597
$ 11,909
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The Company applies the provisions of the FIN No. 45, Guarantor's Accounting and Disclosure Required for Guarantees, Including Indirect Indebtedness of
Others, which provides accounting and disclosure requirements for certain guarantees. In this regard, the Company has agreed to indemnify its clearing broker for
losses that it may sustain from the customer accounts introduced by the Company. Pursuant to the clearing agreement, the Company is required to reimburse the
clearing broker, without limit, for any losses incurred due to the counterparty's failure to satisfy its contractual obligations.
The Company is a member of various securities exchanges. Under the standard membership agreements, members are required to guarantee the performance
of other members and, accordingly, if another member becomes unable to satisfy its obligations to the exchange, all other members would be required to meet the
shortfall. The Company's liability under these arrangements is not quantifiable and could exceed the cash and securities it has posted as collateral. However,
management believes that the potential for the Company to be required to make payments under these arrangements is remote. Accordingly, no contingent
liability is recorded in the Condensed Consolidated Statements of Financial Condition for these arrangements.
Capital Commitment
The Company has committed to invest $27.0 million in the aggregate to the CHRP Fund as a limited partner and also as a member of Cowen Healthcare
Royalty GP, LLC, the general partner of the CHRP Fund. This commitment is expected to be called over a two to three year period. The Company will make its
pro-rata investment in the CHRP Fund along with the other limited partners. Through June 30, 2009, the Company has funded $14.9 million towards these
commitments.
12. Variable Interest Entities
The Company currently holds an interest in CHRGP, which has been deemed to be a VIE. CHRGP is an entity formed for the purpose of collecting incentive
fees related to the CHRP Fund, if certain performance thresholds are exceeded. As of June 30, 2009, the Company owns 40.24% of CHRGP, and the remainder is
owned by related party entities, the owners of which are Cowen employees. CHRGP is deemed to be a VIE because the related party ownership interests are
subject to a vesting period, contingent on the continued employment of the owners with the Company. The Company has been deemed to be the primary
beneficiary as the other owners' ownership interests are subject to a vesting condition. CHRGP is committed to provide 1% of the total investment in the CHRP
Fund, and each owner is responsible for their pro-rata portion of the 1% commitment. As of June 30, 2009, CHRGP's investment in the CHRP Fund was
$2.7 million, of which the Company's pro-rata share was $1.1 million.
13. Separation from Société Générale and Other Related Matters
In connection with the IPO, the Company entered into the Separation Agreement, the Indemnification Agreement and a number of other agreements for the
purpose of accomplishing the separation from SG, the transfer of the Cowen and CIL businesses to the Company, the return of capital to SGASH, and various
other matters regarding the separation and the IPO. These agreements provide, among other things, for the allocation of employee benefits, tax and other
liabilities and obligations attributable or related to periods or events prior to, in connection with and after the IPO.
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Under the Separation Agreement, both the Company and SG have assumed and/or retained certain actual or contingent liabilities. Specifically, the Company
retained or assumed, among others, certain liabilities reflected in the Company's Condensed Consolidated Statements of Financial Condition, all liabilities
associated with the Company's stock ownership and incentive compensation plans, liabilities associated with certain contracts and accounts that the Company
shares with SG, liabilities associated with the breach of or failure to perform any of the Company's obligations under certain agreements, certain specified
liabilities and all other liabilities expressly allocated to the Company in connection with the separation, and all other known and unknown liabilities (to the extent
not specifically assumed by SG) relating to, arising out of or resulting from the Company's business, assets, liabilities or any business or operations conducted by
the Company at any time prior to, on or after the date of separation. Liabilities retained or assumed by SG include, among others, liabilities associated with the
sale and transfer of its interests in the SG Merchant Banking Fund L.P. to a third party, its portion of liabilities associated with certain contracts and accounts that
it shares with the Company, liabilities associated with the breach of or failure to perform any of its obligations under certain agreements, liabilities arising from
the operation of its business, liabilities associated with certain businesses previously conducted by the Company, certain liabilities associated with any known or
unknown employee-related claims made by any current or former employees of SG or any of its subsidiaries (other than the Company), certain specific
contingent liabilities to the extent that such liabilities exceed the aggregate dollar amount held in escrow pursuant to the Escrow Agreement, certain specified
liabilities and all other liabilities expressly allocated to it under the Separation Agreement and the other agreements entered into in connection with the separation,
and all other known and unknown liabilities relating to, arising out of or resulting from its business, assets, liabilities or any business or operations conducted by
SG.
Under the Indemnification Agreement, the Company will indemnify, and will defend and hold harmless SG and its subsidiaries from and against all
liabilities specifically retained or assumed by the Company following the IPO. SG will indemnify, and will defend and hold harmless the Company and each of
the Company's subsidiaries from and against certain liabilities assumed or retained by them, and SG will indemnify the Company for known, pending and
threatened litigation (including the costs of such litigation) and certain known regulatory matters, in each case, that existed prior to the date of the IPO to the
extent the cost of such litigation results in payments in excess of the amount placed in escrow to fund such matters.
During 2007, the Company concluded that a receivable recorded on its Condensed Consolidated Statement of Financial Condition in the amount of
$1.9 million owed to it from SG is in dispute. The receivable had been previously established on the Condensed Consolidated Statement of Financial Condition of
the Company prior to the time of the IPO as a "Receivable from brokers, dealers and clearing brokers" and reported as such, and has since been reclassified to
"Other assets." The Company has been informed that SG disputes its obligation to pay the receivable. The Company believes, based on current facts and
circumstances and in consultation with counsel, that it holds a valid legal claim to the receivable. Based upon the validity of its legal claim, the Company believes
the receivable is realizable. Therefore, no reserve has been established. The Company has taken steps to pursue its legal claim.
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The Company has related party transactions with Cowen Investments Holdings, LLC, an unconsolidated investment fund holding company, the CHRP Fund,
and Crosswind Investments, LLC ("Crosswind"). See Note 20 "Wind-down of Certain Asset Management Businesses" for more information on Crosswind.
Amounts receivable from related parties were $5.9 million and $1.1 million as of June 30, 2009 and December 31, 2008, respectively. Amounts receivable
from related parties at June 30, 2009 included a $5.0 million 10-day promissory note due from the CHRP Fund that was paid in full in July of 2009.
There were no material amounts payable to related parties as of June 30, 2009 and December 31, 2008. Revenues from related parties were $2.2 million and
$3.8 million for the three months ended June 30, 2009 and 2008, respectively, and $4.3 million and $5.4 million for the six months ended June 30, 2009 and 2008,
respectively, and are included in other revenues in the Condensed Consolidated Statements of Operations. The related party revenues and receivable balances
primarily relate to management fees earned by the Company, and amounts receivable from the CHRP Fund.
15. Deferred Compensation
A portion of the bonus compensation for certain employees was provided in the form of deferred cash awards granted on February 2, 2009. These deferred
cash awards provide for future cash payment to the employee, subject to vesting provisions. The awards vest one-third on each of May 15, 2010, 2011 and 2012.
An employee that voluntarily ceases employment, or is terminated with cause, will generally forfeit any unvested portion of the deferred cash awards granted to
them. The amount of each deferred cash award is fixed at grant date, and may be settled in Company stock, at the Company's option, based on the share price on
vest date.
During the three and six months ended June 30, 2009, the Company granted a total of $0.7 million and $7.8 million of deferred cash awards, respectively.
The Company expenses these awards on a straight-line basis over the vesting period. For the three and six months ended June 30, 2009, the Company recorded
compensation expense of $0.9 million and $1.6 million, respectively, related to deferred cash awards. At June 30, 2009, the balance of the accrued payable related
to the deferred cash awards was $1.5 million, and is included in employee compensation and benefits payable on the Condensed Consolidated Statements of
Financial Condition. The total unrecognized compensation expense related to deferred cash awards was $6.6 million at June 30, 2009.
There were no grants of deferred cash awards, or expense related to deferred cash awards, for the three and six months ended June 30, 2008.
16. Share-Based Compensation
Upon becoming a public company, the Company established the 2006 Equity and Incentive Plan (the "2006 Plan"). The 2006 Plan permits the grant of
options, restricted shares, restricted stock units and other equity based awards to its employees, consultants and directors for up to 4,725,000 shares of common
stock. On June 7, 2007, the Company's shareholders approved the 2007 Equity and Incentive Plan (the "2007 Plan"), which permits the grant of options, restricted
shares, restricted stock units and other equity and cash based awards to its employees, consultants and directors for up to an additional 1,500,000 shares of
common stock. Stock options granted generally vest over two to five year periods
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and expire seven years from the date of grant. Restricted shares issued generally vest over three to five year periods. Restricted stock units may be immediately
vested or may generally vest over a three to five year period. As of June 30, 2009, there were approximately 1.2 million shares available for future issuance under
the 2006 and 2007 Plans.
The Company measures compensation cost for these awards according to the fair value method prescribed by SFAS 123R. In accordance with the expense
recognition provisions of SFAS 123R, unearned compensation associated with share-based awards with graded vesting periods is amortized using the accelerated
method over the vesting period of the option or award.
In relation to these awards, the Company recognized expense of $2.9 million and $4.4 million for the three months ended June 30, 2009 and 2008,
respectively, and expense of $6.9 million and $2.7 million for the six months ended June 30, 2009 and 2008, respectively. The income tax effect recognized for
these awards was a benefit of $1.2 million and $1.9 million for the three months ended June 30, 2009 and 2008, respectively, and a benefit of $2.9 million and
$1.1 million for the six months ended June 30, 2009 and 2008.
Effective March 4, 2008, Kim S. Fennebresque, formerly Chairman, President and Chief Executive Officer of the Company, resigned as President and Chief
Executive Officer. Mr. Fennebresque resigned as Chairman effective July 15, 2008. In connection with Mr. Fennebresque's resignation, he forfeited, in its entirety,
the equity award of 975,000 restricted shares he received in connection with the Company's IPO (the "IPO Award"). As a result, compensation expense for the six
months ended June 30, 2008 includes a reversal of $5.1 million of expense previously recognized for Mr. Fennebresque's IPO Award. This adjustment is partially
offset by the reversal of associated income tax benefits of $2.2 million.
In addition, as part of his resignation agreement with the Company, Mr. Fennebresque will continue to vest in the equity awards he received as part of his
2006 and 2007 annual compensation. The fair value of the related shares were remeasured as a result of this vesting modification, and any remaining expense
associated with these awards was expensed in the first quarter of 2008, as there is no longer a service period requirement relating to these awards. The net result
of the remeasurement and acceleration of these awards was an expense of $0.1 million in the six months ended June 30, 2008.
Stock Options
The fair value of each option award is estimated on the date of grant utilizing a Black-Scholes option valuation model that uses the following assumptions:
Expected term. Expected term represents the period of time that options granted are expected to be outstanding. The Company elected to use the
"simplified" calculation method according to the provisions of Securities and Exchange Commission ("SEC") Staff Accounting Bulletin No. 107
("SAB 107"): industry, market capitalization, stage of life cycle and capital structure, as applicable to companies that lack extensive historical data. The
mid-point between the vesting date and the contractual expiration date is used as the expected term under this method.
Expected volatility. Based on the lack of sufficient historical data for the Company's own shares, the Company based its expected volatility on a
representative peer group that took into account the criteria outlined in SAB 107.
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Risk free rate. The risk-free rate for periods within the expected term of the option is based on the interest rate of a traded zero-coupon U.S.
Treasury bond with a term equal to the options' expected term on the date of grant.
Dividend yield.
yield is zero.

The Company has not paid and does not expect to pay dividends in the foreseeable future. Accordingly, the assumed dividend

There were no stock option granted or exercised during the six months ended June 30, 2009 and 2008. The following table summarizes the Company's stock
option activity for the six months ended June 30, 2009:
Shares
Subject to
Option

Weighted
Average
Exercise
Price/Share

Weighted
Average
Remaining
Term
(in years)

(1)

Aggregate
Intrinsic
Value(1)
(in
thousands)

Balance outstanding at December 31, 2008
Options granted
Options exercised
Options forfeited
Options expired
Balance outstanding at June 30, 2009

911,455
—
—
(11,592)
(7,081)
892,782

$ 15.08
—
—
16.00
16.00
$ 15.06

4.32

$

86

Options exercisable at June 30, 2009

185,679

$ 16.00

4.03

$

—

Based on the Company's closing stock price of $8.35 on June 30, 2009.

As of June 30, 2009, there was $0.7 million of unrecognized compensation expense related to the Company's grant of stock options. Unrecognized
compensation expense related to stock options is expected to be recognized over a weighted-average period of 1.6 years. No stock options vested during the six
months ended June 30, 2009 and 2008.
Restricted Shares
The following table summarizes the Company's restricted share activity for the six months ended June 30, 2009:
Nonvested
Restricted
Shares

Balance outstanding at December 31, 2008
Granted
Vested
Forfeited
Balance outstanding at June 30, 2009

2,963,960
1,006,195
(633,374)
(93,097)
3,243,684

WeightedAverage
Grant Date
Fair Value

$

$

13.56
5.90
12.54
11.66
11.44

The fair value of restricted stock is determined based on the number of shares granted and the quoted price of the Company's common stock on the date of
grant.
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As of June 30, 2009, there was $11.0 million of unrecognized compensation expense related to the Company's grant of nonvested restricted shares.
Unrecognized compensation expense related to nonvested restricted shares is expected to be recognized over a weighted-average period of 1.8 years. The total
fair value of shares vested during the six months ended June 30, 2009 and 2008, based on their grant date fair value, was $7.9 million and $4.0 million,
respectively.
Restricted Stock Units
As of June 30, 2009, there were 14,177 restricted stock units outstanding for awards to non-employee members of the Company's Board of Directors, which
were immediately vested and expensed upon grant. As of June 30, 2009, there were 16,245 restricted stock units outstanding for awards to employees, which
generally vest over a three to five year period. During the six months ended June 30, 2009, the Company did not award any restricted stock units to its employees
or non-employee Board members.
17. Income Taxes
The taxable results of the Company's U.S. operations are included in the consolidated income tax returns of Cowen Group, Inc. as well as stand-alone state
and local tax returns. The tax results of the Company's U.K. operations are reported by CIL and CAM UK separately in their respective U.K. tax filings. If
applicable, CIL and CAM UK share tax losses to the extent permitted by local law. CLAL files a stand-alone Hong Kong tax return while the tax results of
Cowen Latitude Investment Consulting (Beijing) Co., Ltd. ("CLICB") are reported in its People's Republic of China tax filings. The Company's effective income
tax rate was 2.9% and 70.0% for the three months ended June 30, 2009 and 2008, respectively, and was 3.6% and 44.1% for the six months ended June 30, 2009
and 2008, respectively.
The 2009 effective tax rate differs from the statutory rate of 35% primarily due to a net increase in the valuation allowance and non-deductible meals and
entertainment expense, both of which lower the Company's effective tax rate as the Company reported a net loss for the periods. In estimating its 2009 effective
tax rate, the Company changed the estimate of its ability to realize certain deferred tax assets that were recorded at year end. This resulted in the Company
reducing the valuation allowance associated with such change and recording a net tax benefit for the periods.
The current period 2009 effective tax rate also reflects a permanent difference associated with share-based compensation due to the difference in the
Company's stock price when shares vested during the quarters ended March 31, 2009, and June 30, 2009, compared to when the awards were initially granted. At
December 31, 2008, the Company established a valuation allowance against a significant portion of its deferred tax assets. As such, the permanent difference
associated with share-based compensation for the period is offset by the release of the federal and state and local valuation allowance resulting in no change to the
effective tax rate.
For the period June 30, 2008, the effective tax rate differed from the statutory rate of 35% primarily due to non-deductible placement fees, meals and
entertainment, share-based compensation, and state and local taxes.
The Company is subject to examination by the United States Internal Revenue Service, the United Kingdom Inland Revenue Service and state and local and
foreign tax authorities in jurisdictions where
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the Company has significant business operations, such as New York. The Company and its former parent SGAI are currently under examination by the Internal
Revenue Service and New York state and city for the period 2004 through 2006.
18. Earnings Per Share
The Company calculates its basic and diluted earnings per share in accordance with SFAS No. 128, Earnings Per Share. Basic earnings per common share is
calculated by dividing net income by the weighted average number of common shares outstanding for the period. As of June 30, 2009, there were 15,124,152
shares outstanding, of which 3,243,684 are restricted. To the extent that outstanding restricted shares are unvested, they are excluded from the calculation of basic
earnings per share. The Company has included 14,177 fully vested, unissued restricted stock units in its calculation of basic earnings per share.
Diluted earnings per common share is calculated by adjusting the weighted average outstanding shares to assume conversion of all potentially dilutive
nonvested restricted stock and stock options. The Company uses the treasury stock method to reflect the potential dilutive effect of the unvested restricted shares
and unexercised stock options. In calculating the number of dilutive shares outstanding, the shares of common stock underlying unvested restricted shares are
assumed to have been delivered, and options are assumed to have been exercised, on the grant date. The assumed proceeds from the assumed vesting, delivery
and exercising were calculated as the sum of (a) the amount of compensation cost attributed to future services and not yet recognized as of the end of the period
and (b) the amount of tax benefit that was credited to additional paid-in capital assuming vesting and delivery of the restricted shares. The tax benefit is the
amount resulting from a tax deduction for compensation in excess of compensation expense recognized for financial statement reporting purposes. Stock options
and restricted shares outstanding were not included in the computation of diluted earnings per common share for the three and six months ended June 30, 2009
and 2008, as their inclusion would have been anti-dilutive. The computation of earnings per share is as follows:
Three Months Ended
Six Months Ended
June 30,
June 30,
2009
2008
2009
2008
(in thousands, except per share data)

Net loss attributable to Cowen Group, Inc.
Shares for basic and diluted calculations:
Average shares used in basic computation
Stock options
Restricted shares
Average shares used in diluted computation

$ (4,437) $ (711) $(10,952) $
11,658
—
—
11,658

Earnings (loss) per share:
Basic
Diluted

11,238
—
—
11,238

$ (0.38) $ (0.06) $
$ (0.38) $ (0.06) $
29

11,531
—
—
11,531

(57)
11,246
—
—
11,246

(0.95) $ (0.01)
(0.95) $ (0.01)
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As a registered broker-dealer, Cowen is subject to the Uniform Net Capital Rule 15c3-1 of the Securities Exchange Act of 1934 (the "Exchange Act"). Under
the alternative method permitted by this Rule, Cowen's minimum net capital requirement, as defined, is $1.0 million. Cowen is not permitted to withdraw equity
if certain minimum net capital requirements are not met. As of June 30, 2009, Cowen had net capital of approximately $61.2 million, which was approximately
$60.2 million in excess of its minimum net capital requirement of $1.0 million.
Pursuant to an exemption under Rule 15c3-3(k)(2)(ii) under the Exchange Act, Cowen is not required to calculate a reserve requirement and segregate funds
for the benefit of customers since it clears its securities transactions on a fully disclosed basis and promptly transmits all customer funds and securities to the
clearing broker-dealer which carries the accounts and maintains and preserves such books and records pertaining to them pursuant to Rules 17a-3 and 17a-4 under
the Exchange Act.
Proprietary accounts of introducing brokers ("PAIB") held at the clearing broker are considered allowable assets for net capital purposes, pursuant to
agreements between Cowen and the clearing broker, which require, among other things, that the clearing broker performs computations for PAIB and segregates
certain balances on behalf of Cowen, if applicable.
CIL is subject to the capital requirements of the Financial Services Authority ("FSA") of the U.K. Financial Resources, as defined, must exceed the total
Financial Resources requirement of the FSA. At June 30, 2009, CIL's Financial Resources of $8.3 million exceeded the minimum requirement of $3.1 million by
$5.2 million.
CAM UK is subject to the capital requirements of the FSA of the U.K. and the IFSRA in Ireland. As per U.K. FSA regulation, Financial Resources, as
defined, must exceed the Total Capital requirement, as defined. At June 30, 2009, CAM UK's Financial Resources of $1.1 million exceeded the FSA's minimum
requirement of $0.7 million by $0.4 million and IFSRA's minimum requirement of $0.9 million net shareholder's funds was exceeded by $0.2 million.
CLAL is subject to the financial resources requirements of the Securities and Futures Commission ("SFC") of Hong Kong. Financial Resources, as defined,
must exceed the total Financial Resources requirement of the SFC. At June 30, 2009, CLAL's Financial Resources of $0.8 million exceeded the minimum
requirement of $0.02 million by $0.8 million.
20. Wind-down of Certain Asset Management Businesses
On April 27, 2009, the Company completed its transition from 100% owner to minority owner of CAM US, which was concurrently renamed Crosswind
Investments, LLC. Formerly a wholly-owned subsidiary of Cowen Group, Inc., Crosswind is now an investment management firm majority owned by former
employees of the Company.
As part of the recapitalization agreement and separation agreements entered into with the former employees, the Company settled preexisting employment
contracts with such employees. The expense related to the settlement of those preexisting employment contracts is included in employee compensation and
benefits expense in the Condensed Consolidated Statements of Operations for the three and six months ended June 30, 2009.
During the three months ended June 30, 2009, the Company also began the process to wind down its traditional asset management operations in the United
Kingdom, which includes CAM UK and
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Cowen Funds. The Company expects to complete this wind-down during the third quarter of 2009. The wind down of CAM UK and Cowen Funds is not
expected to have a material effect on the Company's financial position or results of operations.
21. Transaction Agreement
On June 3, 2009, the Company, Ramius LLC ("Ramius") and certain entities formed to effect the transactions, entered into a Transaction Agreement and
Agreement and Plan of Merger (the "Transaction Agreement"). Under the terms of the Transaction Agreement, the Company and Ramius have jointly formed and
own LexingtonPark Parent Corp., a new holding company ("New Parent"). New Parent, in turn, has organized two wholly owned subsidiaries, Lexington Merger
Corp. ("Merger Sub") and Park Exchange LLC ("Exchange Sub"). Subject to the terms and conditions of the Transaction Agreement, at the completion of the
transactions, Merger Sub will merge with and into the Company, with the Company surviving the merger, and Ramius will transfer to Exchange Sub substantially
all of Ramius's assets and Exchange Sub will assume substantially all of Ramius's liabilities. The Company will become a wholly owned subsidiary of New
Parent, and Exchange Sub will remain a wholly owned subsidiary of New Parent. New Parent will then change its name to "Cowen Group, Inc." and its shares are
expected to trade on NASDAQ under the ticker symbol "COWN" and Exchange Sub will change its name to "Ramius LLC."
At the completion of the transactions, Exchange Sub will assume substantially all of the liabilities of Ramius and New Parent will issue 37,536,826 shares of
New Parent Class A common stock to Ramius in exchange for Ramius transferring substantially all of its assets to Exchange Sub. At the same time, each share of
Company common stock issued and outstanding immediately prior to the completion of the transactions will automatically be converted into the right to receive
one share of New Parent Class A common stock.
Pursuant to an Asset Exchange Agreement, dated as of June 3, 2009, as amended, HVB Alternative Advisors LLC, an affiliate of BA Alpine Holdings, Inc.,
a third party investor in Ramius, will receive 2,713,882 shares of Class A common stock of New Parent, and approximately $10.4 million in cash or in the form of
a promissory note, in exchange for transferring to Merger Sub the 50% interest in Ramius's fund of funds business not already owned by Ramius. At the
completion of the transactions, Ramius and HVB Alternative Advisors LLC will together hold shares representing approximately 71.24% of the Class A common
stock of New Parent on a fully diluted basis and the Company's shareholders will collectively hold approximately 28.76% (including shares to be issued in
conjunction with the transactions) of the Class A common stock of New Parent on a fully diluted basis. The exchange ratio was determined based on the relative
book values of Ramius and the Company as of December 31, 2008 (with agreed upon adjustments).
The transactions will be treated under the acquisition method for accounting purposes. In this case, the transaction will be accounted for as an acquisition by
Ramius of the Company. As such, the Company's assets acquired and liabilities assumed will be recorded at their fair value. The fair value of New Parent
securities to be issued to the Company's stockholders is the purchase consideration in the transactions. The purchase consideration for the Company under the
acquisition method will be based on the stock price of the Company on the closing date of the transactions multiplied by the number of shares issued by New
Parent to the Company's stockholders. Restricted shares, restricted share units and stock options of the Company's common stock at the effective time of the
merger will be
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converted into restricted shares, restricted share units and stock options of New Parent stock on a one-for-one basis.
The completion of the transactions is subject to a number of conditions, including approval of the Company's stockholders, regulatory approval and other
customary closing conditions. Assuming these conditions are met, the transactions are expected to close in the fourth quarter of 2009. If the transactions are not
completed the Company will be required to pay a termination fee of $3.5 million, and, in some cases, expenses of Ramius up to $750,000 if the transactions are
terminated under qualifying circumstances, as described in the Transaction Agreement.
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Management's Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with our unaudited Condensed Consolidated Financial Statements and the related notes that appear
elsewhere in this Quarterly Report on Form 10-Q. This discussion contains forward-looking statements reflecting our current expectations that involve risks and
uncertainties. Actual results and the timing of events may differ significantly from those projected in forward-looking statements due to a number of factors,
including those set forth in Item 1A—"Risk Factors" of our Annual Report on Form 10-K for the fiscal year ended December 31, 2008, as amended by
Amendment No. 1 to the Annual Report on Form 10-K/A for the fiscal year ended December 31, 2008, dated as of April 28, 2009, and as updated in "Risk
Factors" in Part II, Item 1A, herein.
When we use the terms "we," "us," "our" and the "Company," we mean Cowen Group, Inc., a Delaware corporation, its consolidated subsidiaries and
entities in which it has a controlling financial interest, taken as a whole, as well as any predecessor entities, unless the context otherwise indicates.
Overview
We are an international investment bank dedicated to providing superior research, brokerage, and investment banking services to companies and institutional
investor clients primarily in the healthcare, technology, media and telecommunications, consumer, aerospace & defense, and alternative energy sectors. We
provide research and brokerage services to over 1,000 domestic and international clients seeking to trade equity and equity-linked securities, principally in our
target sectors. We focus our investment banking efforts, principally equity and equity-linked capital raising and strategic advisory services, on small to midcapitalization public companies as well as private companies. We also offer alternative asset management services to institutional investors and other accredited
investors. Our alternative asset management business consists of Cowen Healthcare Royalty Partners, which invests principally in commercial-stage
biopharmaceutical products and companies, and Cowen Capital Partners, LLC, which manages a portfolio of middle market private equity investments for third
party investors. We operate through a single reportable segment.
The securities business is a human capital business; accordingly, compensation and benefits comprise the largest component of our expenses, and our
performance is dependent upon our ability to attract, develop and retain highly skilled employees who are motivated and committed to providing the highest
quality of service and guidance to our clients.
External Factors Impacting Our Business
Our financial performance is highly dependent on the environment in which our businesses operate. The macro business environment for many of our
businesses has been, and continues to be, challenging. There can be no assurance that these conditions will improve in the near term.
A favorable business environment is characterized by many factors, including a stable geopolitical climate, transparent financial markets, low inflation, low
interest rates, low unemployment, strong business profitability and high business and investor confidence. Unfavorable or uncertain economic and market
conditions can be caused by declines in economic growth, business activity or investor or business confidence, limitations on the availability or increases in the
cost of credit and capital, increases in inflation, interest rates, exchange rate volatility, outbreaks of hostilities or other geopolitical instability, corporate, political
or other scandals that reduce investor confidence in the capital markets, or a combination of these or other factors. These factors influence levels of equity
security issuance and merger and acquisition activity generally and in our target sectors, which affect our investment banking business. The same factors also
affect trading volumes and valuations in secondary financial markets, which affect our brokerage business. Commission rates, market volatility, investment fund
flows between equity and debt securities and other factors also affect our brokerage revenues and may cause these revenues to vary from period to period.
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In recent months, U.S. and global markets, as well as general economic conditions, have continued to be challenging. The Company's target sectors have
been particularly disrupted. Although the Company has no outstanding debt, credit derivative or structured product exposure, the historic decline in market
conditions and investor sentiment continue to negatively impact the financial services industry and the securities markets generally, in the form of fewer and
smaller investment banking, strategic advisory and equity capital-raising transactions.
Our business, by its nature, does not produce predictable earnings. Our results in any period can be materially affected by conditions in global financial
markets and economic conditions generally. We are also subject to various legal and regulatory actions that impact our business and financial results. In addition,
our business focuses primarily on small to mid-capitalization and private companies in specific industry sectors. These sectors may experience growth or
downturns independently of general economic and market conditions, or may face market conditions that are disproportionately better or worse than those
impacting the economy and markets generally. Therefore, our business could be affected differently than overall market trends.
Recent Developments
On June 3, 2009, the Company, Ramius LLC ("Ramius") and certain entities formed to effect the transactions, entered into a Transaction Agreement and
Agreement and Plan of Merger (the "Transaction Agreement"). Under the terms of the Transaction Agreement, the Company and Ramius have jointly formed and
own LexingtonPark Parent Corp., a new holding company ("New Parent"). New Parent, in turn, has organized two wholly owned subsidiaries, Lexington Merger
Corp. ("Merger Sub") and Park Exchange LLC ("Exchange Sub"). Subject to the terms and conditions of the Transaction Agreement, at the completion of the
transactions, Merger Sub will merge with and into the Company, with the Company surviving the merger, and Ramius will transfer to Exchange Sub substantially
all of Ramius's assets and Exchange Sub will assume substantially all of Ramius's liabilities. The Company will become a wholly owned subsidiary of New
Parent, and Exchange Sub will remain a wholly owned subsidiary of New Parent. New Parent will then change its name to "Cowen Group, Inc." and its shares are
expected to trade on NASDAQ under the ticker symbol "COWN" and Exchange Sub will change its name to "Ramius LLC."
At the completion of the transactions, Exchange Sub will assume substantially all of the liabilities of Ramius and New Parent will issue 37,536,826 shares of
New Parent Class A common stock to Ramius in exchange for Ramius transferring substantially all of its assets to Exchange Sub. At the same time, each share of
Company common stock issued and outstanding immediately prior to the completion of the transactions will automatically be converted into the right to receive
one share of New Parent Class A common stock.
Pursuant to an Asset Exchange Agreement, dated as of June 3, 2009, as amended, HVB Alternative Advisors LLC, an affiliate of BA Alpine Holdings, Inc.,
a third party investor in Ramius, will receive 2,713,882 shares of Class A common stock of New Parent, and approximately $10.4 million in cash or in the form of
a promissory note, in exchange for transferring to Merger Sub the 50% interest in Ramius's fund of funds business not already owned by Ramius. At the
completion of the transactions, Ramius and HVB Alternative Advisors LLC will together hold shares representing approximately 71.24% of the Class A common
stock of New Parent on a fully diluted basis and the Company's shareholders will collectively hold approximately 28.76% (including shares to be issued in
conjunction with the transactions) of the Class A common stock of New Parent on a fully diluted basis. The exchange ratio was determined based on the relative
book values of Ramius and the Company as of December 31, 2008 (with agreed upon adjustments).
The completion of the transactions is subject to a number of conditions, including approval of the Company's stockholders, regulatory approval and other
customary closing conditions. Assuming these
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conditions are met, the transactions are expected to close in the fourth quarter of 2009. If the transactions are not completed the Company will be required to pay
a termination fee of $3.5 million, and, in some cases, expenses of Ramius up to $750,000 if the transactions are terminated under qualifying circumstances, as
described in the Transaction Agreement. On July 10, 2009, a registration statement on Form S-4 of New Parent, including a proxy statement of Cowen Group,
Inc., was filed in connection with the transactions. A copy of the Form S-4 is available at the Securities and Exchange Commission website at www.sec.gov.
Basis of Presentation
The Condensed Consolidated Financial Statements for the three and six months ended June 30, 2009 included elsewhere in this Form 10-Q have been
prepared in conformity with U.S. GAAP. The nature of the Company's business is such that the results of any interim period may not be indicative of the results to
be expected for a full year.
The Condensed Consolidated Statements of Operations do not include litigation expenses incurred by us in connection with certain litigation and other legal
matters that are indemnified by SG through the Indemnification Agreement. The legal reserves related to these indemnified matters are included in legal reserves
and legal expenses payable in the Condensed Consolidated Statements of Financial Condition. The effect of this indemnification on our consolidated results of
operations is that when a future increase to a loss contingency reserve that is related to litigation covered by the Indemnification Agreement is recorded, the
litigation cost and the indemnification recovery will be reflected as an increase in litigation and related expense and the indemnification recovery will be recorded
as a reduction to our litigation and related expense. See Note 11 of the Notes to the Condensed Consolidated Financial Statements, "Commitments, Contingencies
and Guarantees" and Note 13 of the Notes to the Condensed Consolidated Financial Statements, "Separation from Société Générale and Other Related Matters"
for further discussion.
The Condensed Consolidated Financial Statements include the accounts of the Company, its subsidiaries and entities in which the Company has a controlling
financial interest. All intercompany accounts and transactions have been eliminated upon consolidation. Certain reclassifications have been made to conform
prior-period amounts to the current-period presentation, including the reclassification of interest expense of $0.1 million to other for the three and six months
ended June 30, 2008.
Revenues
We operate our business as a single segment. We derive the majority of our revenues from two primary sources, investment banking and brokerage.
Investment Banking
We earn investment banking revenue primarily from fees associated with public and private capital raising transactions and providing strategic advisory
services. Our investment banking revenues are derived primarily from small and mid-capitalization companies within our target sectors of healthcare, technology,
media and telecommunications, consumer, aerospace & defense, and alternative energy.
•

Underwriting fees

We earn underwriting revenues in securities offerings in which we act as an underwriter, such as IPOs, follow-on equity offerings and convertible security
offerings. Our underwriting revenues include management fees, selling concessions and underwriting fees. Fee revenue relating to underwriting commitments is
recorded when all significant items relating to the underwriting cycle have been completed and the amount of the underwriting revenue has been determined. This
generally is the point at which all of the following have occurred: (i) the issuer's registration statement has become
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effective with the SEC, or the other offering documents are finalized; (ii) the Company has made a firm commitment for the purchase of shares from the issuer;
and (iii) the Company has been informed of the number of shares that it has been allotted.
When the Company is not the lead manager for a registered equity underwriting transaction, management must estimate the Company's share of transactionrelated expenses incurred by the lead manager in order to recognize revenue. Transaction-related expenses are deducted from the underwriting fee and therefore
reduce the revenue the Company recognizes as co-manager. Such amounts are adjusted to reflect actual expenses in the period in which the Company receives the
final settlement, typically within 90 days following the closing of the transaction.
•

Strategic/financial advisory fees

Our strategic advisory revenues include success fees earned in connection with advising companies, both buyers and sellers, principally in mergers and
acquisitions. We also earn fees for related advisory work such as providing fairness opinions. We record strategic advisory revenues when the services for the
transactions are completed under the terms of each assignment or engagement and collection is reasonably assured. Expenses associated with such transactions
are deferred until the related revenue is recognized or the engagement is otherwise concluded.
•

Private placement fees

We earn agency placement fees in non-underwritten transactions such as private placements, PIPEs and Registered Direct transactions ("RDs"). We record
private placement revenues when the services for the transactions are completed under the terms of each assignment or engagement and collection is reasonably
assured. Expenses associated with such transactions are deferred until the related revenue is recognized or the engagement is otherwise concluded.
Since our investment banking revenues are generally recognized at the time of completion of each transaction or the services to be performed, these revenues
typically vary between periods and may be considerably affected by the timing of the closing of significant transactions.
Brokerage
Our brokerage revenues consist of commissions, principal transactions and fees paid to us for equity research. Management reviews brokerage revenue on a
combined basis as the vast majority of the revenue is derived from the same group of clients. We derive our brokerage revenue primarily from trading equity and
equity-linked securities on behalf of institutional investors. The majority of our trading gains and losses are a result of activities that support the facilitation of
client orders in both listed and over-the-counter securities, although all trading gains and losses are recorded in brokerage.
•

Commissions

Our brokerage business generates commission revenues from securities trading commissions paid by institutional investor clients. Commissions are
recognized on a trade date basis. We permit institutional customers to allocate a portion of their commissions to pay for research products and other services
provided by third parties. The amounts allocated for those purposes are commonly referred to as soft dollar arrangements. Commissions on soft dollar brokerage
are recorded net of the related expenditures on an accrual basis.
•

Principal transactions

Our brokerage revenues also include net trading gains and losses from principal transactions, which primarily include acting as a market-maker in over-thecounter equity securities, listed options trading, trading of convertible securities, and from trading gains and losses on inventory and other firm positions, which
include warrants previously received as part of investment banking transactions. In
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certain cases, we commit our own capital to provide liquidity to clients buying or selling blocks of shares of listed stocks without previously identifying the other
side of the trade at execution, which subjects us to market risk. These positions are typically held for a very short duration.
•

Equity research fees

Our brokerage revenues also include fees paid to us for providing equity research. These fees are recognized as revenue when they are earned.
Interest and Dividend Income
Interest and dividend income primarily consists of interest earned on our interest bearing assets and interest and dividends on securities maintained in trading
accounts related to our brokerage business.
Other
Other revenues include fees for managing assets and investments in private equity, traditional asset management and alternative asset management funds, as
well as fees for managing a portfolio of merchant banking investments on behalf of SG and other third party investors, and miscellaneous income such as fees for
managing venture capital investments. Management fees are recognized in the periods during which the related services are performed and the amounts have been
contractually earned.
Expenses
A significant portion of our expense base is variable, including employee compensation and benefits, brokerage and clearance, communications, and
marketing and business development expenses. Certain of our expenses are largely fixed in nature, the most significant of which include expenses associated with
rent and occupancy, outsourced services such as information technology infrastructure, presentation center, copy center and library services.
Compensation Expense
Our ongoing compensation expense includes salaries, employee benefits, amortization of equity compensation, amortization of deferred cash and forgivable
loan awards, and cash bonuses. The annual base salary for each individual employee is based on their experience and position, however, at this time base salaries
generally do not exceed $250,000. Amortization expense of equity awards relates to both the compensation expense associated with the initial grant of equity to
our senior employees in connection with our IPO and the expense associated with awards under our ongoing equity and incentive plans. A significant portion of
our equity awards is granted as a component of annual employee compensation. Employees who earn total compensation above a designated level may have a
specified percentage of their compensation paid in the form of deferred compensation. Deferred compensation can be awarded as either restricted equity awards
or deferred cash awards. When restricted equity awards and deferred cash awards are utilized the amount of such awards paid to an employee is calculated using a
pre-determined formula such that higher levels of compensation dictate an increased percentage of total compensation to be paid in deferred equity and deferred
cash. As is typical in our industry, variable bonuses represent a significant component of compensation expense.
Historically, we have sought to maintain a ratio of compensation and benefits expense to revenue of between 58% and 60%, excluding the compensation
expense associated with the initial grant of equity to our senior employees in connection with our IPO. As noted in the past, we believe that it will be difficult to
achieve our target compensation levels under challenging market conditions. In the second quarter of 2009 we elected to accrue compensation at 62% of
revenues, excluding expense
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associated with the initial grant of equity in connection with our IPO. The success of our business is based largely on the quality of our employees, and we must
continually monitor the market for their services and seek to offer competitive compensation. We will continue to attempt to maintain compensation levels within
our target range; however, we believe it is in our stockholders' best interest to minimize employee turnover. As a result, we have in the past and will continue to
review our compensation to revenue ratio on a quarterly basis, and there can be no assurance that we will be able to achieve our target levels under difficult
market conditions.
The expense associated with the initial grant of equity to our senior employees in connection with our IPO was $0.5 million and $1.3 million for the three
and six months ended June 30, 2009, respectively. The annual expense associated with the initial grant of equity to our senior employees in connection with our
IPO is estimated to be approximately $2.2 million, $1.2 million, and $0.3 million in the years 2009, 2010, and 2011, respectively. The Company recorded an
adjustment of $5.1 million in the first quarter of 2008 to reverse amounts previously expensed in 2006 and 2007 associated with the shares forfeited by Kim
Fennebresque, our former Chairman and Chief Executive Officer, upon his resignation. This adjustment was partially offset by the reversal of associated income
tax benefits of $2.2 million.
The annual expense may be adjusted in the future based on actual forfeiture rates. We have accounted for our equity awards in accordance with
SFAS 123(R), Share-Based Payment.
Non-compensation Expense
Floor brokerage and trade execution. These expenses include floor brokerage and trade execution costs that fluctuate depending on the volume of trades
we complete.
Service fees. These expenses include fees for outsourcing services such as information technology infrastructure, management and support, and our trading
and order management system.
Communications. These expenses include costs for telecommunication and data communication, primarily consisting of expenses for obtaining thirdparty market data.
Occupancy and equipment. These expenses include rent and utilities associated with our various offices, occupancy and premises taxes, support for
software applications and other fixed asset service fees.
Marketing and business development. These expenses include costs such as business travel and entertainment, expenses related to holding conferences
and advertising costs.
Depreciation and amortization. We incur depreciation and amortization expense related to capital assets, such as investments in technology and leasehold
improvements, and amortization expense related to our intangible assets.
Other. Other expenses include consulting fees, professional fees, legal and related costs, implementation costs related to outsourcing and other projects,
insurance premiums, placement fees, exchange membership fees, interest, research delivery costs and other related expenses.
Provision for Income Taxes
The taxable results of the Company's U.S. operations are included in the consolidated income tax returns of Cowen Group, Inc. as well as stand-alone state
and local tax returns. The tax results of the Company's U.K. operations are reported by CIL and CAM UK separately in their respective U.K. tax filings. If
applicable, CIL and CAM UK share tax losses to the extent permitted by local law. CLAL files a stand-alone Hong Kong tax return while the tax results of
Cowen Latitude Investment Consulting (Beijing) Co., Ltd. ("CLICB") are reported in its People's Republic of China tax filings.
38

Table of Contents
The income tax provision reflected in the Condensed Consolidated Statements of Operations is consistent with the liability method described in SFAS
No. 109, Accounting for Income Taxes. Under the liability method, deferred income taxes reflect the net tax effects of temporary differences between the carrying
amount of assets and liabilities for financial statement and income tax purposes, as determined under applicable tax laws and rates. A valuation allowance is
provided for deferred tax assets when it is considered more likely than not that any benefits of net deductible temporary differences and net operating loss
carryforwards will not be realized.
The 2009 projected effective tax rate differs from the statutory rate of 35% primarily due to a net increase in the valuation allowance and non-deductible
meals and entertainment expense. The Company's projected effective tax rate and tax expense (benefit) for each quarterly reporting period requires considerable
approximations and substantial judgment including but not restricted to the results of its business, estimates of the portion of domestic versus foreign income,
permanent book to tax differences, differences in stock grant and stock vesting prices and the ability to utilize deferred tax assets. Such judgments and
approximations are subject to change as tax law and rules as well as the information used in determining such approximations and judgments evolve. Moreover, a
high proportion of the Company's deferred tax assets are attributable to share-based compensation. To the extent that share-based awards vest at a share price less
than the grant price, such a shortfall will result in an unfavorable permanent book-tax difference. Finally, the share price as well as numerous other factors will
determine the limitation on net operating losses and net unrealized built in losses to the extent the Company undergoes an ownership change as defined by
Internal Revenue Code Section 382.
Results of Operations
Three Months Ended June 30, 2009 Compared with the Three Months Ended June 30, 2008
Overview
Total revenues decreased $12.9 million, or 21%, to $49.8 million for the three months ended June 30, 2009 compared with $62.7 million in the second
quarter of 2008. This decrease was primarily due to reductions in investment banking revenue of $8.7 million, brokerage revenue of $2.1 million, interest and
dividend revenues of $0.8 million, and other revenue of $1.3 million.
Total expenses decreased $10.7 million, or 17%, to $54.3 million for the three months ended June 30, 2009 compared with $65.0 million in the second
quarter of 2008. The decrease was primarily due to the reduction in both the compensation and benefits expense and non-compensation expense. The
compensation to revenue ratio increased from 60% in the second quarter of 2008 to 62% in the second quarter of 2009, excluding the expense associated with the
initial grant of equity to the Company's employees in connection with its initial public offering. Total non-compensation expenses decreased $3.2 million, or 12%,
during the three months ended June 30, 2009 compared with the second quarter of 2008, primarily due to a decrease in communication, marketing and business
development, and other expenses. We recorded a net loss attributable to Cowen Group, Inc. of $4.4 million for the three months ended June 30, 2009 compared
with a net loss attributable to Cowen Group, Inc. of $0.7 million in the second quarter of 2008.
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The following table provides a comparison of our revenues and expenses for the periods presented:
Three Months Ended
June 30,
Period-to-Period
2009
2008
$ Change
% Change
(in thousands)

Revenues
Investment banking
Brokerage
Interest and dividend income
Other
Total revenues
Expenses
Employee compensation and benefits
Floor brokerage and trade execution
Service fees, net
Communications
Occupancy and equipment
Marketing and business development
Depreciation and amortization
Other
Total expenses
Loss before income taxes
Benefit from income taxes
Net loss
Less: Net income attributable to noncontrolling
interests
Net loss attributable to Cowen Group, Inc.

$ 11,848
35,015
114
2,808
49,785

$ 20,502
37,116
919
4,133
62,670

31,388
3,369
4,187
2,892
4,092
2,409
703
5,261
54,301
(4,516)
(134)
(4,382)
55
$ (4,437) $

$

38,905
3,073
4,117
3,893
4,030
3,877
649
6,493
65,037
(2,367)
(1,656)
(711)
—
(711) $

(8,654)
(2,101)
(805)
(1,325)
(12,885)

(42.2)%
(5.7)
(87.6)
(32.1)
(20.6)

(7,517)
296
70
(1,001)
62
(1,468)
54
(1,232)
(10,736)
(2,149)
1,522
(3,671)
55

(19.3)
9.6
1.7
(25.7)
1.5
(37.9)
8.3
(19.0)
(16.5)
NM
NM
NM
NM

(3,726)

NM%

NM—indicates not meaningful.
Revenues
Investment Banking
Investment banking revenues decreased $8.7 million, or 42%, to $11.8 million for the three months ended June 30, 2009 compared with $20.5 million in the
second quarter of 2008. Our underwriting revenues decreased $4.0 million, or 94%, to $0.3 million for the three months ended June 30, 2009 compared with
$4.3 million during the same period in the prior year. The underwriting revenue results in both periods were primarily due to the continued depressed capital
markets environment and the Company's focus on equity rather than debt underwriting activities. Our private placement revenues decreased $0.8 million, or 29%,
to $2.0 million for the three months ended June 30, 2009 compared with $2.8 million in the second quarter of 2008. The decrease was primarily attributable to the
overall slowdown in private capital raising activity. Our strategic advisory fees decreased $3.8 million, or 28%, to $9.6 million for the three months ended
June 30, 2009 compared with $13.4 million in the second quarter of 2008. The decrease in strategic advisory fees was primarily the result of a decrease in the
number of transactions completed in the second quarter of 2009 as compared to the second quarter of 2008.
Brokerage
Brokerage revenue decreased $2.1 million, or 6%, to $35.0 million for the three months ended June 30, 2009 compared with $37.1 million in the second
quarter of 2008. The decrease resulted primarily from a reduction in per share commissions, a reduction in volumes in our traditional cash equities business, and a
higher loss ratio as we provided greater liquidity to our clients, partially offset by increased revenue in our listed options business and our program trading
business.
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Interest and Dividend Income
Interest and dividend income decreased $0.8 million, or 88%, to $0.1 million for the three months ended June 30, 2009 as compared with $0.9 million in the
second quarter of 2008. The decrease resulted primarily from lower average interest rates as compared to the second quarter of 2008.
Other
Other revenues decreased $1.3 million, or 32%, to $2.8 million for the three months ended June 30, 2009 compared with $4.1 million in the second quarter
of 2008. This decrease was attributable to a reduction in fees for managing the assets and investments of certain private equity and alternative asset management
funds. Management fees in the second quarter of 2008 included one time fees paid by investors admitted to the Cowen Healthcare Royalty Fund during the
quarter, as such investors were required to pay their pro rata portion of fees retroactive from the date of the first closing of the fund. Absent the one time fees,
CHRP management fees increased $0.7 million in the second quarter of 2009 compared to the second quarter of 2008.
Expenses
Employee Compensation and Benefits
Employee compensation and benefits expense decreased $7.5 million, or 19%, to $31.4 million for the three months ended June 30, 2009 compared with
$38.9 million in the second quarter of 2008. The decrease was primarily attributable to the application of the Company's compensation to revenue ratio to lower
revenue in the 2009 period. Excluding the expense associated with the initial grant of equity, employee compensation and benefits expense as a percentage of
total revenues was 62% and 60% for the three months ended June 30, 2009 and 2008, respectively. Severance expense associated with the recapitalization of
CAM US in the second quarter of 2009 was included in the compensation to revenue ratio.
Floor Brokerage and Trade Execution
Floor brokerage and trade execution fees increased $0.3 million, or 10%, to $3.4 million for the three months ended June 30, 2009 compared with
$3.1 million in the second quarter of 2008. This increase was primarily attributable to a combination of increased trading volumes and a pricing adjustment under
our clearing agreement.
Communications
Communication expenses decreased $1.0 million, or 26%, to $2.9 million for the three months ended June 30, 2009 compared with $3.9 million in the
second quarter of 2008. This decrease was primarily attributable to a reduction in costs associated with certain market data services.
Marketing and Business Development
Marketing and business development expense decreased $1.5 million, or 38%, to $2.4 million for the three months ended June 30, 2009 compared with
$3.9 million in the second quarter of 2008. These results were primarily attributable to a combination of decreased conference related expenses as well as a
reduction in travel related expenses.
Other
Other expenses decreased $1.2 million, or 19%, to $5.3 million for the three months ended June 30, 2009 compared with $6.5 million in the second quarter
of 2008. This decrease is primarily attributable to $2.0 million of placement fees incurred in the second quarter 2008 related to a closing
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associated with the CHRP fund, partially offset by an increase in professional fees in the second quarter 2009 associated with the proposed merger with Ramius.
Provision for Income Taxes
For the three months ended June 30, 2009, the tax benefit was $0.1 million. The 2009 effective tax rate differs from the statutory rate of 35% primarily due
to a net increase in the valuation allowance and non-deductible meals and entertainment expense both of which lower the Company's effective tax rate as the
Company reported a net loss for the period.
For the three months ended June 30, 2008, the effective tax rate differed from the statutory rate of 35% primarily due to non-deductible placement fees,
meals and entertainment, share-based compensation, and state and local taxes.
Six Months Ended June 30, 2009 Compared with the Six Months Ended June 30, 2008
Overview
Total revenues decreased $24.1 million, or 21%, to $93.5 million for the six months ended June 30, 2009 compared with $117.6 million in the first half of
2008. This decrease was primarily due to a decrease in investment banking revenues of $17.3 million, a decrease in brokerage revenue of $4.6 million, a decrease
in interest and dividends of $1.8 million, and a decrease in other revenues of $0.4 million.
Total expenses decreased $13.0 million, or 11%, to $104.8 million for the six months ended June 30, 2009 compared with $117.8 million in the first half of
2008. The decrease was primarily due to the decrease in both the compensation and benefits expense and non-compensation expense. Compensation expense
decreased as a result of the decrease in total revenues partially offset by an increase in the Company's compensation to revenue ratio from 60% to 63.4%,
excluding the expense associated with the initial grant of equity to the Company's employees in connection with its initial public offering. Employee
compensation and benefits expense for the first half of 2009 included a $1.3 million expense associated with the initial grant of equity to the Company's
employees in connection with its initial public offering which compares to a reversal of $2.9 million of expense in the prior year period. The reversal in the first
half of 2008 primarily relates to amounts previously expensed in 2006 and 2007 associated with the IPO awards that were forfeited by Mr. Fennebresque in
connection with his resignation. Total non-compensation expenses decreased $5.8 million, or 12%, during the six months ended June 30, 2009 compared with the
first half of 2008, primarily due to decreases in communication, marketing and business development, and other expenses. These decreases were partially offset
by an increase in floor brokerage and trade execution charges and depreciation and amortization expense. We recorded a net loss attributable to Cowen Group,
Inc. of $11.0 million for the six months ended June 30, 2009 compared with a net loss attributable to Cowen Group, Inc. of $0.1 million in the first half of 2008.
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The following table provides a comparison of our revenues and expenses for the periods presented:
Six Months Ended
June 30,
2009

Revenues
Investment banking
Brokerage
Interest and dividend income
Other
Total revenues
Expenses
Employee compensation and benefits
Floor brokerage and trade execution
Service fees, net
Communications
Occupancy and equipment
Marketing and business development
Depreciation and amortization
Other
Total expenses
Loss before income taxes
Benefit from income taxes
Net loss
Less: Net income attributable to noncontrolling
interests
Net loss attributable to Cowen Group, Inc.

$

17,075
70,623
291
5,529
93,518

2008
(in thousands)

$

60,533
6,230
8,359
5,998
8,226
5,263
1,505
8,662
104,776
(11,258)
(410)
(10,848)
104
$

(10,952)

$

34,364
75,199
2,142
5,955
117,660

Period-to-Period
%
$ Change
Change

$ (17,289)
(4,576)
(1,851)
(426)
(24,142)

(50.3)%
(6.1)
(86.4)
(7.2)
(20.5)

67,714
5,513
8,326
7,542
8,219
7,503
1,287
11,658
117,762
(102)
(45)
(57)
—

(7,181)
717
33
(1,544)
7
(2,240)
218
(2,996)
(12,986)
(11,156)
(365)
(10,791)
104

(10.6)
13.0
0.4
(20.5)
0.1
(29.9)
16.9
(25.7)
(11.0)%
NM
NM
NM
NM

(57)

$ (10,895)

NM

Revenues
Investment Banking
Investment banking revenues decreased $17.3 million, or 50%, to $17.1 million for the six months ended June 30, 2009 compared with $34.4 million in the
first half of 2008. Our underwriting revenues decreased $4.1 million, or 71%, to $1.7 million for the six months ended June 30, 2009 compared with $5.8 million
during the same period in the prior year. The decrease in underwriting revenues was the result of a decrease in transaction volume which was due to the continued
depressed capital markets environment. Our private placement revenues decreased $1.4 million, or 33%, to $2.7 million for the six months ended June 30, 2009
compared with $4.1 million in the first half of 2008. The decrease was primarily attributable to decreased transaction volume which is consistent with the overall
slowdown in private capital raising activity. Our strategic advisory fees decreased $11.9 million, or 48%, to $12.6 million for the six months ended June 30, 2009
compared with $24.5 million during the same period in the prior year. The decrease in strategic advisory fees was primarily due to a decrease in the number of
transactions completed during the first half of 2009 compared to the first half of 2008.
Brokerage
Brokerage revenue decreased $4.6 million, or 6%, to $70.6 million for the six months ended June 30, 2009 as compared with $75.2 million in the first half of
2008. The decrease resulted primarily from a reduction in per share commissions, a reduction in volumes in our traditional cash equities business, and a higher
loss ratio as we provided greater liquidity to our clients, partially offset by increased revenue in our listed options business and our program trading business.
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Interest and Dividend Income
Interest and dividend income decreased $1.8 million, or 86%, to $0.3 million for the six months ended June 30, 2009 compared with $2.1 million in the first
half of 2008. The decrease resulted primarily from lower average interest rates as compared with the first half of 2008.
Other
Other revenues decreased $0.4 million, or 7%, to $5.5 million for the six months ended June 30, 2009 compared with $5.9 million in the first half of 2008.
This decrease was attributable to a reduction in fees for managing the assets and investments of certain private equity and alternative asset management funds.
Management fees in the first half of 2008 included one time fees paid by investors admitted to the Cowen Healthcare Royalty Fund during the quarter, as such
investors were required to pay their pro rata portion of fees retroactive from the date of the first closing of the fund. Absent the one time fees, CHRP management
fees increased $2.1 million in the first half of 2009 compared to the first half of 2008.
Expenses
Employee Compensation and Benefits
Employee compensation and benefits expense decreased $7.2 million, or 11%, to $60.5 million for the six months ended June 30, 2009 compared with
$67.7 million in the first half of 2008. The decrease was primarily attributable to the application of the Company's compensation to revenue ratio to lower revenue
in the first half of 2009, partially offset by the increase of the Company's compensation to revenue ratio, excluding the expense associated with the initial grant of
equity, to 63.4% in the first half of 2009 compared to 60% in the first half of 2008. Employee compensation and benefits expense for the first half of 2009
included a $1.3 million expense associated with the initial grant of equity to the Company's employees in connection with its initial public offering which
compares to a reversal of $2.9 million of expense in the prior year period. The reversal in the first half of 2008 primarily relates to amounts previously expensed
in 2006 and 2007 associated with the IPO awards that were forfeited by Mr. Fennebresque in connection with his resignation. Severance expense associated with
the recapitalization of CAM US in the first half of 2009 was included in the compensation to revenue ratio.
Floor Brokerage and Trade Execution
Floor brokerage and trade execution fees increased $0.7 million, or 13%, to $6.2 million for the six months ended June 30, 2009 compared with $5.5 million
in the first half of 2008. This increase was primarily attributable to a combination of increased aggregate trading volumes (electronic, options and traditional cash
equities) and a pricing adjustment under our clearing agreement.
Communications
Communications expenses decreased $1.5 million, or 20%, to $6.0 million for the six months ended June 30, 2009 compared with $7.5 million in the first
half of 2008. This decrease was primarily attributable to a reduction in costs associated with certain market data services.
Marketing and Business Development
Marketing and business development expense decreased $2.2 million, or 30%, to $5.3 million for the six months ended June 30, 2009 compared with
$7.5 million in the first half of 2008. These results are primarily attributable to a reduction in certain conference and travel related expenses.
Depreciation and Amortization
Depreciation and amortization expense increased $0.2 million, or 17%, to $1.5 million for the six months ended June 30, 2009 compared with $1.3 million in
the first half of 2008. This increase was
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primarily attributable to the amortization of intangible assets related to the Latitude acquisition in 2008.
Other
Other expenses decreased $3.0 million, or 26%, to $8.7 million for the six months ended June 30, 2009 compared with $11.7 million in the first half of 2008.
This decrease was primarily attributable to $2.2 million in placement fees incurred for the six months ended June 30, 2008 related to the closings associated with
the CHRP Fund and a reduction in legal fees, partially offset by an increase in professional fees in the first half of 2009 associated with the proposed merger with
Ramius.
Provision for income taxes
For the six months ended June 30, 2009, the tax benefit was $0.4 million. The 2009 effective tax rate differs from the statutory rate of 35% primarily due to a
net increase in the valuation allowance and non-deductible meals and entertainment expense both of which lower the Company's effective tax rate as the
Company reported a net loss for the period.
For the six months ended June 30, 2008, the effective tax rate differed from the statutory rate of 35% primarily due to non-deductible placement fees, meals
and entertainment, share-based compensation, and state and local taxes.
Liquidity and Capital Resources
We continually monitor our liquidity position. We believe that our current level of equity capital, current cash and cash equivalents, and anticipated cash
flows from operating activities will be adequate to meet our liquidity and regulatory capital requirements for the next twelve months.
Most of our assets consist of cash, cash equivalents and assets readily convertible into cash such as our securities held in inventory. Securities inventories are
stated at fair value and are generally readily marketable. As of June 30, 2009, we had cash and cash equivalents of $82.0 million.
The timing of cash bonus payments to our employees may significantly affect our cash position and liquidity from period to period. While our employees are
generally paid salaries bi-weekly during the year, cash bonus payments, which can make up a significant portion of total compensation, are generally paid once a
year in February.
The Company has committed to invest $27.0 million in the aggregate to the CHRP Fund as a limited partner of the CHRP Fund and also as a member of
Cowen Healthcare Royalty GP, LLC, the general partner of the CHRP Fund. This commitment is expected to be called over a two to three year period. The
Company will make its pro-rata investment in the CHRP Fund along with the other limited partners. Through June 30, 2009, the Company has funded
$14.9 million towards these commitments.
As a registered broker-dealer and member firm of the NYSE, Cowen is subject to the Uniform Net Capital Rule of the SEC. We have elected to use the
alternative method permitted by the Uniform Net Capital Rule, which generally requires that we maintain minimum net capital of $1.0 million. The NYSE may
prohibit a member firm from expanding its business or paying dividends if resulting net capital would be below the regulatory limit. We expect these limits will
not impact our ability to meet current and future obligations.
At June 30, 2009, Cowen's net capital under the SEC's Uniform Net Capital Rule was $61.2 million, or $60.2 million in excess of the minimum required net
capital.
CIL is subject to the capital requirements of the FSA of the U.K. Financial Resources, as defined, must exceed the total Financial Resources requirement of
the FSA. At June 30, 2009, CIL's Financial Resources of $8.3 million exceeded the minimum requirement of $3.1 million by $5.2 million.
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CAM UK is subject to the capital requirements of the FSA of the U.K. and the IFSRA in Ireland. As per U.K. FSA regulation, Financial Resources, as
defined, must exceed the Total Capital requirement, as defined. At June 30, 2009, CAM UK's Financial Resources of $1.1 million exceeded the FSA's minimum
requirement of $0.7 million by $0.4 million, and IFSRA's minimum requirement of $0.9 million net shareholder's funds was exceeded by $0.2 million.
CLAL is subject to the financial resources requirements of the SFC of Hong Kong. Financial Resources, as defined, must exceed the total Financial
Resources requirement of the SFC. At June 30, 2009, CLAL's Financial Resources of $0.8 million exceeded the minimum requirement of $0.02 million by
$0.8 million.
Cash Flows
Six Months Ended June 30, 2009.
Cash decreased by $26.6 million for the six months ended June 30, 2009, primarily as a result of cash used in operating activities.
Our operating activities used $25.2 million of cash due to a decrease in cash from changes in operating assets of $5.1 million, a decrease in cash from
changes in operating liabilities of $17.8 million and a net loss of $10.9 million, partially offset by a net increase in cash from non-cash charges of $8.6 million.
The changes in operating assets of $5.1 million was primarily due to an increase in corporate finance and syndicate receivables of $6.4 million, an increase
in securities owned of $8.6 million and an increase in due from related parties of $4.8 million, partially offset by a decrease in restricted cash pursuant to escrow
agreement of $7.8 million and a decrease in other assets of $7.1 million. The increase in corporate finance and syndicate receivables was primarily related to an
increase in transactions near the end of the reporting period where the cash has not yet been collected. The change in securities owned, at fair value, caused cash
to decrease by that amount. The increase in due from related parties was primarily due to a $5.0 million 10-day promissory note due from the CHRP Fund that
was outstanding at June 30, 2009. The decrease in cash pursuant to escrow agreement was due to settlements related to indemnified legal matters. The decrease in
other assets was primarily related to amortization expense on forgivable loans.
The change in operating liabilities of $17.8 million was primarily due to a decrease in employee compensation and benefits payable of $25.4 million and a
decrease in accounts payable, accrued expenses and other liabilities of $6.1 million, partially offset by an increase in securities sold, not yet purchased of
$13.6 million. The decrease in employee compensation and benefits payable was due to the payment of 2008 bonus accruals in the first quarter of 2009. The
decrease in accounts payable, accrued expenses and other liabilities was primarily due to timing on payments of accruals. The six-month change in securities sold,
not yet purchased, at fair value, caused cash to increase by that amount.
The non-cash charges represent share-based compensation, deferred income taxes, and depreciation and amortization charges.
Our investing activities used $1.4 million of cash due to cash investment purchases of $1.5 million and purchases of fixed assets of $0.2 million, partially
offset by distributions from investments of $0.3 million.
Six Months Ended June 30, 2008.
Cash decreased by $31.7 million for the six months ended June 30, 2008, primarily as a result of cash used in operating activities.
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Our operating activities used $21.0 million of cash due to a decrease in cash from changes in operating liabilities of $37.3 million and a net loss of
$0.1 million, partially offset by an increase in cash from changes in operating assets of $12.5 million and non-cash charges of $3.9 million.
The change in operating liabilities of $37.3 million was primarily due to a decrease in employee compensation and benefits payable of $51.8 million,
partially offset by an increase in securities sold, not yet purchased, at fair value, of $8.4 million. The decrease in employee compensation and benefits payable
was due to the payment of 2007 bonus accruals in the first half of 2008. The six-month change in securities sold, not yet purchased, at fair value, caused cash to
increase by that amount.
The change in operating assets of $12.5 million was primarily due to a decrease in receivable from brokers, dealers and clearing brokers of $9.8 million and
a decrease in other assets of $7.7 million, partially offset by an increase in securities owned, at fair value, of $4.3 million. The decrease in receivable from
brokers, dealers, and clearing brokers was primarily due to a reduction in net inventory and collections from clearing brokers. The decrease in other assets was
primarily related to collections on taxes receivable. The change in securities owned, at fair value, caused cash to decrease by that amount. The non-cash charges
primarily represent share-based compensation, deferred income taxes, and depreciation and amortization charges.
Our investing activities used $6.9 million of cash due to investment purchases of $6.2 million and purchases of fixed assets of $0.7 million.
Our financing activities used $3.9 million of cash in the first six months of 2008, primarily due to the use of $4.4 million for the purchase of shares under our
stock repurchase program. For the six months ended June 30, 2008, the Company repurchased 0.5 million of its own shares in the open market, at an average
price of $9.29. These shares have been permanently retired. The repurchase program is funded through the return of capital to the Company from Cowen.
Credit Facilities
We have an irrevocable letter of credit for $5.0 million, expiring on December 1, 2009, which supports obligations under Cowen's Boston office lease. The
Company also has two additional irrevocable letters of credit, the first of which is for $100,000, expiring on July 26, 2010, supporting Cowen's workers'
compensation insurance with Safety National Casualty Corporation, and the second of which is for $57,000, expiring on November 14, 2009, supporting CHRP
Management's Stamford office lease. To the extent any letter of credit is drawn upon, interest will be assessed at the prime commercial lending rate. As of
June 30, 2009, there were no amounts due related to these letters of credit.
Off-Balance Sheet Arrangements
We had no material off-balance sheet arrangements as of June 30, 2009; however, through indemnification provisions in our clearing agreement, customer
activities may expose us to off-balance-sheet credit risk. Pursuant to the clearing agreement, we are required to reimburse our clearing broker, without limit, for
any losses incurred due to a counterparty's failure to satisfy its contractual obligations. However, these transactions are collateralized by the underlying security,
thereby reducing the associated risk to changes in the market value of the security through the settlement date. See Item 7A "Quantitative and Qualitative
Disclosures about Market Risk—Credit Risk" in our Annual Report on Form 10-K for the year ended December 31, 2008.
We are a member of various securities exchanges. Under the standard membership agreement, members are required to guarantee the performance of other
members and, accordingly, if another member becomes unable to satisfy its obligations to the exchange, all other members would be required to meet the
shortfall. Our liability under these arrangements is not quantifiable and could exceed the
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cash and securities we have posted as collateral. However, management believes that the potential for us to be required to make payments under these
arrangements is remote. Accordingly, no contingent liability is recorded in the accompanying Condensed Consolidated Statements of Financial Condition for
these arrangements.
Critical Accounting Policies and Estimates
The preparation of our Condensed Consolidated Financial Statements requires us to make estimates and assumptions that affect the reported amounts of
assets and liabilities and of revenues and expenses during the reporting periods. We base our estimates and assumptions on historical experience and on various
other factors that we believe are reasonable under the circumstances. The use of different estimates and assumptions could produce materially different results.
For example, if factors, such as those described in "Risk Factors" in Item 1A of our Annual Report on Form 10-K for the year ended December 31, 2008, cause
actual events to differ from the assumptions we used in applying the accounting policies, our results of operations, financial condition and liquidity could be
materially adversely affected.
Our significant accounting policies are summarized in Note 2 to our Condensed Consolidated Financial Statements in Part I, Item 1. On an ongoing basis, we
evaluate our estimates and assumptions, particularly as they relate to accounting policies that we believe are most important to the presentation of our financial
condition and results of operations. We regard an accounting estimate or assumption to be most important to the presentation of our financial condition and results
of operations where:
•

the nature of the estimate or assumption is material due to the level of subjectivity and judgment necessary to account for highly uncertain matters
or the susceptibility of such matters to change; and

•

the impact of the estimate or assumption on our financial condition or operating performance is material.

Using these criteria, we believe the following to be our critical accounting policies:
Revenue Recognition
We earn investment banking revenue primarily from fees associated with public and private capital raising transactions and providing strategic advisory
services. Our investment banking revenues are derived primarily from small and mid-capitalization companies within our target sectors of healthcare, technology,
media and telecommunications, consumer, aerospace & defense, and alternative energy.
•

Underwriting fees. We earn underwriting revenues in securities offerings in which we act as an underwriter, such as IPOs, follow-on equity
offerings and convertible security offerings. Our underwriting revenues include management fees, selling concessions and underwriting fees. Fee
revenue relating to underwriting commitments is recorded when all significant items relating to the underwriting cycle have been completed and
the amount of the underwriting revenue has been determined. This generally is the point at which all of the following have occurred: (i) the
issuer's registration statement has become effective with the SEC, or the other offering documents are finalized; (ii) the Company has made a firm
commitment for the purchase of shares from the issuer; and (iii) the Company has been informed of the number of shares that it has been allotted.
When the Company is not the lead manager for a registered equity underwriting transaction, management must estimate the Company's share of
transaction related expenses incurred by the lead manager in order to recognize revenue. Transaction-related expenses are deducted from the
underwriting fee and therefore reduce the revenue the Company recognizes as co-manager. Such
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amounts are adjusted to reflect actual expenses in the period in which the Company receives the final settlement, typically within 90 days
following the closing of the transaction.
•

Strategic/financial advisory fees. Our strategic advisory revenues include success fees earned in connection with advising companies, both
buyers and sellers, principally in mergers and acquisitions. We also earn fees for related advisory work such as providing fairness opinions. We
record strategic advisory revenues when the services for the transactions are completed under the terms of each assignment or engagement and
collection is reasonably assured. Expenses associated with such transactions are deferred until the related revenue is recognized or the engagement
is otherwise concluded.

•

Private placement fees. We earn agency placement fees in non-underwritten transactions such as private placements, PIPEs and RDs. We record
private placement revenues when the services for the transactions are completed under the terms of each assignment or engagement and collection
is reasonably assured. Expenses associated with such transactions are deferred until the related revenue is recognized or the engagement is
otherwise concluded.

Valuation of Financial Instruments
Substantially all of our financial instruments are recorded at fair value or contract amounts that approximate fair value. Securities owned and securities sold,
not yet purchased and derivative financial instruments including options and warrant positions are stated at fair value, with related changes in unrealized
appreciation or depreciation reflected in brokerage revenue in the Condensed Consolidated Statements of Operations. Financial instruments carried at contract
amounts include amounts receivable from and payable to brokers, dealers and clearing brokers, and corporate finance and syndicate receivables, net.
We determine fair value in accordance with Statement of Financial Accounting Standards ("SFAS") No. 157, Fair Value Measurements ("SFAS 157").
SFAS 157 defines fair value, establishes a framework for measuring fair value, and expands disclosures about fair value measurements. SFAS 157 establishes a
fair value hierarchy that distinguishes between valuations obtained from sources independent of the entity and those from the entity's own unobservable inputs
that are not corroborated by observable market data.
Fair value is generally based on independent sources such as quoted market prices or dealer price quotations. To the extent certain financial instruments trade
infrequently or are non-marketable securities, they may not have readily determinable fair values. In these instances, primarily for warrants, we estimate the fair
value of these instruments using various pricing models and available information that management deems most relevant. Among the factors considered by us in
determining the fair value of financial instruments are discounted anticipated cash flows, the cost, terms and liquidity of the instrument, the financial condition,
operating results and credit ratings of the issuer or underlying company, the quoted market price of publicly traded securities with similar quality and yield, and
other factors generally pertinent to the valuation of financial instruments.
Goodwill
Goodwill represents the excess of the purchase price of a business acquisition over the fair value of the net assets acquired. In accordance with SFAS 142,
goodwill is not amortized. We monitor goodwill annually or more frequently if events or circumstances indicate a possible impairment.
A two-step test is used to determine whether goodwill is impaired. The first step is to compare the carrying value of a reporting unit with the fair value of the
reporting unit. If the carrying value of the reporting unit exceeds the fair value of the reporting unit, the second step is applied. The second step is to compare the
carrying amount of the reporting unit's goodwill with the implied fair value of the
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reporting unit's goodwill as determined in accordance with SFAS 142. Goodwill impairment is recognized if its carrying value exceeds its implied fair value. The
determination of fair value includes consideration of projected cash flows, relevant trading multiples of comparable exchange-listed corporations, and the trading
price of our common shares.
Goodwill impairment tests are subject to significant judgment in determining the estimation of future cash flows, discount rates and other assumptions.
Changes in these estimates and assumptions could have a significant impact on the fair value and any resulting impairment of goodwill.
Legal and Regulatory Reserves
We are involved in a number of legal and regulatory matters that arise from time to time in connection with the conduct of our businesses. To the extent that
we are indemnified by SG under our Indemnification Agreement, indemnified legal expenses and liabilities will be paid out of escrow pursuant to our Escrow
Agreement. See Note 4 of the Notes to the Condensed Consolidated Financial Statements, "Restricted Cash Pursuant to Escrow Agreement and Related
Indemnification Agreement with Société Générale" and Note 13 of the Notes to the Condensed Consolidated Financial Statements, "Separation from Société
Générale and Other Related Matters" in Part I, Item 1, for further discussion of the Escrow and Indemnification Agreements. To the extent that we are not
indemnified by SG, we estimate potential losses that may arise out of these matters and record a reserve and take a charge to income when losses with respect to
such matters are deemed probable and can be reasonably estimated, in accordance with SFAS 5, Accounting for Contingencies. Such estimates, by their nature,
are based on judgment and currently available information and involve a variety of factors, including, but not limited to, the type and nature of the litigation,
claim or proceeding, the progress of the matter, the advice of legal counsel, our defenses and our experience in similar cases or proceedings as well as our
assessment of matters, including settlements, involving other defendants in similar or related cases or proceedings. We may increase or decrease our legal reserves
in the future, on a matter-by-matter basis, to account for developments in such matters. Any future increases to our loss contingency reserves or releases from
these reserves may affect our results of operations. Historically, legal costs have significantly impacted our financial results.
Accounting Developments
In June 2009, the FASB issued SFAS No. 167, Amendments to FASB Interpretation No. 46(R) ("SFAS 167"). SFAS 167 amends FIN 46R, and changes how a
company determines when an entity should be consolidated if it is insufficiently capitalized or is not controlled through voting (or similar rights). The
determination of whether a company is required to consolidate an entity is based on, among other things, an entity's purpose and design and a company's ability to
direct the activities of the entity that most significantly impact the entity's economic performance. SFAS 167 is effective for the first annual reporting period
beginning on or after November 15, 2009, with earlier application prohibited. We are currently evaluating the impact that SFAS 167 will have on our consolidated
financial statements.
Item 3.

Quantitative and Qualitative Disclosures About Market Risk

During the three months ended June 30, 2009, there were no material changes in our quantitative and qualitative disclosures about market risks from those
disclosed in our Annual Report on Form 10-K for the year ended December 31, 2008. For a detailed discussion concerning our market risk, see Item 7A
"Quantitative and Qualitative Disclosures about Market Risk" in our Annual Report on Form 10-K.
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Item 4.

Controls and Procedures

Our management, with the participation of the Chief Executive Officer and the Chief Financial Officer (the principal executive officer and principal financial
officer, respectively), evaluated our disclosure controls and procedures as of June 30, 2009.
Based on that evaluation, the Chief Executive Officer and the Chief Financial Officer have concluded that, as of June 30, 2009, our disclosure controls and
procedures are effective to provide a reasonable assurance that information required to be disclosed by the Company in the reports filed or submitted by it under
the Securities Exchange Act of 1934, as amended, is recorded, processed, summarized and reported within the time periods specified in the SEC's rules and
forms, and include controls and procedures designed to ensure that information required to be disclosed by the Company in such reports is accumulated and
communicated to our management, including the Chief Executive Officer and the Chief Financial Officer of the Company, as appropriate, to allow timely
decisions regarding required disclosure.
There have been no changes in our internal controls over financial reporting that have materially affected, or are reasonably likely to materially affect, our
internal control over financial reporting.
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PART II. OTHER INFORMATION
Item 1.

Legal Proceedings

The following information reflects developments with respect to the Company's legal proceedings that occurred in the second quarter of 2009. These items
should be read together with the Company's discussion in Note 11 "Commitments, Contingencies and Guarantees—Litigation," in the Notes to the Condensed
Consolidated Financial Statements in Part I, Item 1 and the Company's discussion set forth under Legal Proceedings in Part I, Item 3 of the Company's Annual
Report on Form 10-K for the year ended December 31, 2008, as updated by our Quarterly Report on Form 10-Q for the quarter ended March 31, 2009.
In re: Initial Public Offering Securities Litigation
On June 10, 2009, the United States District Court for the Southern District of New York ("SDNY") granted plaintiffs' Motion for Preliminary Approval of
Settlement and, on June 11, 2009, issued a Preliminary Order in Connection with Settlement Proceedings. The SDNY will hold a "Settlement Fairness Hearing"
on September 10, 2009, at which time the court will determine whether to finally approve the settlement. To the extent that the Company incurs legal fees, costs
or expenses related to this settlement, the Company will be indemnified by SG.
Adelphia Communications Corp. Litigation
On May 21, 2009, Judge McKenna of the SDNY issued an opinion and order granting plaintiff W.R. Huff Asset Management ("Huff") leave to amend the
complaint to add the actual purchasers of the securities, but in addition, granted defendants leave to serve discovery regarding the identity of those purchasers and
the circumstances under which Huff was purportedly prosecuting claims on their behalf.
In the bankruptcy proceeding, the SDNY issued an opinion on May 6, 2009 that resolved the pending motions to dismiss portions of the Amended
Complaint filed by the litigation trust. In its decision, the SDNY dismissed the fraudulent concealment claim and the fraud claim as to certain alleged
misstatements. The court denied the motions to dismiss the remaining claims. To the extent that we incur additional legal fees or pay any fine or monetary
sanction, we will be indemnified by SG.
BigBand Litigation
On May 7, 2009, the Company, along with several other underwriters, was named as a defendant in an amended complaint filed in a separate derivative
action that is pending against BigBand's officers and directors in the Superior Court of the State of California, County of San Mateo. The amended complaint
alleges, among other things, that the underwriter defendants aided and abetted purported breaches of fiduciary duty by BigBand's officers and directors and that
the underwriters breached fiduciary duties in connection with alleged insider selling and misappropriation of information. The amended complaint also contains
related equitable claims for unjust enrichment, contribution and indemnification.
In the federal securities action, the United States District Court for the Northern District of California filed an order dated May 28, 2009 preliminarily
approving the settlement filed by plaintiffs.
Global Cash Litigation
On June 23, 2009, the United States District Court for the District of Nevada ("DNV") heard oral argument on defendants' motion to dismiss the
consolidated amended complaint, and on June 29, 2009, the DNV issued an order denying that motion. The defendants filed an answer to the consolidated
amended complaint on July 29, 2009.
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Regulatory Inquiries and Investigations
NYSE Enforcement
On May 29, 2009, the Division of Enforcement of the New York Stock Exchange ("NYSE") sent a letter to the Company stating that it was commencing an
investigation into certain alleged violations of NYSE order handling rules identified during an examination of the Company by the SEC's Office of Compliance
Inspections and Examinations. The Company is cooperating fully with the investigation.
US Trustee Inquiry
On June 9, 2009, the Office of the United States Trustee for the District of Delaware sent a letter to the Company requesting informal discovery relating to
the Company's retention as financial advisor to a debtor corporation involved in a Chapter 11 bankruptcy proceeding pending before the United States Bankruptcy
Court for the District of Delaware. The Company is cooperating fully with this inquiry.
Item 1A. Risk Factors
A discussion of the risk factors affecting the Company can be found in the Company's Annual Report on Form 10-K for the fiscal year ended December 31,
2008, as amended by Amendment No. 1 to the Annual Report on Form 10-K/A for the fiscal year ended December 31, 2008, dated as of April 28, 2009, and in
the Company's Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2009, which are filed with the SEC and incorporated by reference into this
document. Further risk factors related to the Company's entry into a transaction agreement with Ramius and additional agreements with Ramius in order to
consummate a strategic business combination transaction (the "Transactions") should also be considered. These risk factors are discussed in the section titled
"Risk Factors" contained in the proxy statement of the Company that forms a part of the registration statement on Form S-4 of LexingtonPark Parent Corp., as
filed with the SEC on July 10, 2009, and are incorporated herein by reference.
Risks Relating to the Completion of the Transactions
The Transactions are subject to conditions, including certain conditions that may not be satisfied, and may not be completed on a timely basis, or at all.
Failure to complete the Transactions could have material and adverse effects on the Company.
The completion of the Transactions is subject to a number of conditions, including approval of the Company's stockholders, which makes the completion and
timing of the completion of the Transactions uncertain. If the Transactions are not completed on a timely basis, or at all, the Company's ongoing business may be
adversely affected and, without realizing the benefits of having completed the Transactions, the Company will be subject to a number of risks, including the
following:
•

the Company will be required to pay a termination fee of $3.5 million, and, in some cases, expenses of Ramius up to $750,000 if the Transactions
are terminated under qualifying circumstances, as described in the transaction agreement;

•

the Company will be required to pay costs relating to the Transactions, such as legal, accounting, financial advisor and printing fees, whether or
not the Transactions are completed;

•

time and resources committed by the Company's management to matters relating to the Transactions (including integration planning) could
otherwise have been devoted to pursuing other beneficial opportunities;
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•

the market price of the Company's common stock could decline to the extent that the current market price reflects a market assumption that the
transactions will be completed; and

•

if the transaction agreement is terminated and the Company's Board of Directors seeks another business combination, stockholders cannot be
certain that the Company will be able to find a party willing to enter into a transaction agreement on terms equivalent to or more attractive than the
terms that Ramius has agreed to in the Transactions.

Uncertainty regarding the completion of the Transactions may cause clients to delay or defer decisions concerning the Company and may adversely affect the
Company's ability to attract and retain key employees.
The Transactions will happen only if stated conditions are met, including, among others, the approval of the Transactions by the Company's stockholders, the
receipt of all required regulatory approvals and the satisfaction of the conditions to completing the Transactions contained in the asset exchange agreement. Many
of the conditions are beyond the control of the Company. In addition, both the Company and Ramius have rights to terminate the transaction agreement under
various circumstances. As a result, there may be uncertainty regarding the completion of the Transactions. This uncertainty may cause clients to delay or defer
decisions concerning the Company, which could negatively impact revenues, earnings and cash flow of the Company, regardless of whether the transactions are
ultimately completed. Similarly, uncertainty regarding the completion of the Transactions may foster uncertainty among employees about their future roles with
the combined company. This may adversely affect the ability of the Company to attract and retain key management, sales, marketing and technical personnel.
Item 2.

Unregistered Sales of Equity Securities and Use of Proceeds

As announced in November 2007, the Company's Board of Directors authorized the repurchase, subject to market conditions, of up to 2.0 million shares of
the Company's outstanding common stock. There were no purchases made by or on the behalf of the Company or any "affiliated purchaser" (as defined in
Rule 10b-18(a)(3) under the Securities Exchange Act of 1934, as amended), of our common stock during the quarter ended June 30, 2009. As of June 30, 2009,
there were 115,929 shares that may yet be purchased under the announced plan.
Item 3.

Defaults Upon Senior Securities

None.
Item 4.

Submission of Matters to a Vote of Security Holders

None.
Item 5.

Other Information

None.
Item 6.

Exhibits

See Exhibit Index.
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

COWEN GROUP, INC.
By:

/s/ DAVID M. MALCOLM
Name: David M. Malcolm
Title: Chief Executive Officer and President
(principal executive officer)

By:

/s/ THOMAS K. CONNER
Name: Thomas K. Conner
Title: Chief Financial Officer and Treasurer
(principal financial officer and principal
accounting officer)

Dated: August 6, 2009
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Exhibit Index
Exhibit No.

Description

2.1 Transaction Agreement and Agreement and Plan of Merger, dated June 3, 2009, by and among Cowen Group, Inc., LexingtonPark Parent Corp.,
Lexington Merger Corp., Park Exchange LLC and Ramius LLC (incorporated by reference from Exhibit 2.1 on Form 8-K filed on June 5, 2009).
10.1 Asset Exchange Agreement, dated as of June 3, 2009, entered into by and among Ramius LLC, HVB Alternative Advisors, LLC, Bayerische Hypound Vereinsbank AG, Cowen Group, Inc., LexingtonPark Parent Corp. and Lexington Merger Corp. (incorporated by reference from Exhibit 10.1 on
Form 8-K filed on June 5, 2009).
10.2 Employment Agreement of David M. Malcolm.*
10.3 Appendix A to Employment Agreement of David M. Malcolm.*
10.4 Employment Agreement of Christopher A. White.*
31.1 Certification of CEO Pursuant to Section 302 of Sarbanes-Oxley Act of 2002.
31.2 Certification of CFO Pursuant to Section 302 of Sarbanes-Oxley Act of 2002.
32 Certification of CEO and CFO Pursuant to Section 906 of Sarbanes-Oxley Act of 2002.
*

Signifies management contract or compensatory plan or arrangement.
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Exhibit 10.2
EXECUTION COPY
June 3, 2009
David M. Malcolm
At the address last on the records of Cowen
Dear Greg:
As you know, Cowen Group, Inc. (“Cowen”) has entered into a Transaction Agreement and Agreement and Plan of Merger (the “Transaction
Agreement”) with LexingtonPark Parent Corp. (the “Company”), Lexington Merger Corp., Park Exchange LLC (the “Exchange Sub”), and Ramius LLC
(“Ramius”), pursuant to which, among other things, Cowen will become a wholly owned subsidiary of the Company and Exchange Sub will acquire
substantially all of the assets and assume all of the liabilities of Ramius (collectively, the “Transaction”). The Company and Cowen desire to have your
continued dedication and service pending and following the Transaction. Accordingly, we are pleased to offer you continued employment with the Company
and its subsidiaries, and we look forward to continuing our mutually rewarding and beneficial relationship. This letter agreement (the “Agreement”) will
outline the terms of your continued employment. This Agreement will become effective upon the Effective Time (as defined in the Transaction Agreement)
(the “Effective Date”) and, as more fully set forth below, shall, as of the Effective Date, supersede any and all prior employment agreements and letters
concerning your employment with Cowen and its subsidiaries, including, without limitation the Employment Agreement by and between Cowen and
Company, LLC and you, dated as of March 4, 2008 (the “Previous Employment Agreement”).
1.
Term. This Agreement provides the details of the terms of your employment from and following the Effective Date until termination of
your employment (the “Term”), and certain other terms and conditions of your employment with the Company and its subsidiaries that continue beyond the
Term unless otherwise specified.
2.
Position. You shall be employed as the Chief Executive Officer and President of the Company’s Broker-Dealer Subsidiary (the “BD
Subsidiary”) and shall report directly to the Chief Executive Officer of the Company. You shall also be appointed, on the Effective Date, to serve as a member
of the Board of Directors of the Company and as a member of the Company’s Executive Management Committee and the Company’s Operating Committee.
You shall have the duties, responsibilities and authority commensurate with your title and position and such other duties and responsibilities as may be
reasonably assigned to you by the Chief Executive Officer of the Company, including (a) the responsibility of making non-binding recommendations to the
Compensation Committee of the Company’s Board of Directors (the “Compensation Committee”) to assist such committee in making compensation decisions
relating to senior management of the BD Subsidiary and (b) the responsibility, in consultation with the Chief Executive Officer of the Company, for
determining the compensation of the employees of the BD Subsidiary whose compensation is not determined by the Compensation

Committee. You shall continue to be subject to, and must comply with, all policies and procedures applicable to employees of the BD Subsidiary, as now
existing or as may be modified or supplemented from time to time by the BD Subsidiary.
3.

Compensation and Benefits.

(a)
Base Salary. You will be paid a base salary at the rate of not less than Four Hundred Fifty Thousand Dollars ($450,000) per
annum (“Base Salary”), payable in accordance with the Company’s prevailing payroll practices but no less frequently than monthly. The term Base Salary as
utilized in this Agreement shall refer to Base Salary as in effect from time to time, including any increases. Except as otherwise provided in this Agreement,
any obligation to pay your Base Salary will cease upon the termination of your employment.
(b)
Annual Bonus. For each calendar year during which you are employed by the Company (excluding any period in which you are
employed as a Senior Advisor, as defined below), you shall be entitled to earn an annual performance-based bonus pursuant to a Company bonus plan as
determined by the Compensation Committee. The total annual bonus that may be earned by you for any calendar year is referred to herein as the “Annual
Bonus.” Your Annual Bonus shall be determined by the Compensation Committee consistently with and on the same basis as, and shall have terms and
conditions no less favorable than those that apply to, other similarly situated executives of the Company, provided that you shall be entitled to a minimum
Annual Bonus equal to Two Hundred Thousand Dollars ($200,000) for each completed calendar year ending during the Term (excluding any Notice Period,
as defined below, upon a voluntary termination without Good Reason, as defined below). Your Annual Bonuses may, at the discretion of the Compensation
Committee, and consistent with similarly situated executives of the Company, include a certain percentage of restricted securities, other stock or securitybased awards or deferred cash or other deferred compensation.
(c)
Benefits. During the Term, you will be entitled to employee benefits, fringe benefits and perquisites consistent with, and on the
same basis as, similarly situated executives of the Company, subject to the terms of the Transaction Agreement, including, without limitation, the provisions
contained in Section 7.6 thereof.
(d)
Expense Reimbursement. During the Term, the Company shall reimburse you for all reasonable expenses incurred by you in the
performance of your duties in accordance with the Company’s policies applicable to similarly situated executives of the Company. All reimbursements
provided under this Agreement shall be made or provided in accordance with the requirements of Section 409A (“Section 409A”) of the Internal Revenue
Code of 1986, as amended (the “Code”).
(e)

Vacation. During the Term, you shall be eligible for paid-time off in accordance with the BD Subsidiary’s vacation policy.
2

(f)
Effective Date Payment. You will become vested on the Effective Date in the right to be paid One Million Five Hundred
Thousand Dollars ($1,500,000) (the “Effective Date Payment”). The Effective Date Payment will be paid to you in a single lump sum in cash on the Effective
Date.
(g)
CHRP Interest. On March 14, 2008, you were admitted as a member of Cowen Healthcare Royalty GP, LLC (“GP LLC”), such
that your interest in GP LLC equals six and one-quarter percent (6.25%) as of such date. Your interest in GP LLC relates only to the initial Cowen Healthcare
Royalty Partners fund (the “Healthcare Fund”). Such membership interest in GP LLC is referred to herein as the “CHRP Interest.” At the time you were
admitted as a member of GP LLC, you purchased your interest in GP LLC from Cowen Capital Partners II, LLC (“CCP II”) at a price equal to the aggregate
amount paid by CCP II as of that date relating to the interest so purchased. You are obligated to make all future payments and contributions relating to capital
calls by the Healthcare Fund and are entitled to receive all future distributions. The CHRP Interest vested with regard to fifty percent (50%) on January 1,
2009 and, except as otherwise provided in paragraph 5 hereof, the remaining fifty percent (50%) shall vest on January 1, 2010.
4.

Restricted Stock Award.

(a)
Award. The Company will grant you, effective as of the Effective Date, 288,832 restricted shares of Company common stock
(“Common Stock”) (the “Restricted Stock Award”) on the terms and conditions set forth in this paragraph 4; provided, however, if as of the Effective Date,
the Company’s shareholders have not approved an amendment or a successor plan to the Cowen Group, Inc. 2007 Equity and Incentive Plan and the Cowen
Group, Inc. 2006 Equity and Incentive Plan (together, the “Cowen Plan”) and there are not sufficient shares under the Cowen Plan to grant you the entire
amount of shares of Common Stock subject to the Restricted Stock Award, you will be granted a “Pro-Rata Restricted Stock Award” on the Effective Date.
For purposes of this Agreement, a “Pro-Rata Restricted Stock Award” means that number of restricted shares of Common Stock equal to the product of
(i) (x) the total number of shares of Common Stock subject to your Restricted Stock Award, divided by (y) the total number of shares of Common Stock
subject to similar restricted stock awards or restricted stock unit awards to be granted on the Effective Date and (ii) the total number of shares of Common
Stock available for grant under the Cowen Plan on the Effective Date.
(b)
Failure to Grant the Entire Restricted Stock Award on the Effective Date. In the event that the Company has not granted you the
entire Restricted Stock Award on the Effective Date, the Company shall, by July 1, 2010, grant you any theretofore ungranted portion of the Restricted Stock
Award; provided, however, if there are insufficient shares to grant you such ungranted portion of the Restricted Stock Award, the Company shall instead, in
no event later than July 1, 2010, grant you the right to receive an amount in cash equal to Two Million Five Hundred Thousand Dollars ($2,500,000), less the
Effective Date value of the Pro-Rata
3

Restricted Stock Award and any other portion of the Restricted Stock Award, if any, previously granted to you (such cash award, the “Cash Makeup Award”).
(c)
Vesting. The Restricted Stock Award (or the Cash Makeup Award, as applicable) shall vest and become free of restrictions in two
equal installments on each of the second and third anniversaries of the Effective Date, provided that you are employed by the Company or a subsidiary
thereof and have not yet given notice to terminate your employment without Good Reason (as set forth in paragraph 6 below) as of such date.
Notwithstanding the foregoing, any theretofore unvested portion of the Restricted Stock Award (or the Cash Makeup Award, as applicable) shall immediately
vest in full and become free of restriction (and, in the case of the Cash Makeup Award, be paid in cash within thirty (30) days of the date of termination), in
the event that, (i) your employment is terminated (x) by the Company other than for Cause (as defined below), (y) due to your death or Disability (as defined
below) or (z) by you for Good Reason (as defined below) or (ii) a Change in Control of the Company (as defined in the Cowen Group, Inc. 2007 Equity and
Incentive Plan, as may be revised to reflect the structure of the Company following the Transaction) occurs after the Effective Date (each of the events in
clauses (i) and (ii), an “Accelerated Vesting Event”). In the event that an Accelerated Vesting Event occurs prior to the Company having granted you any
portion of the Restricted Stock Award or the Cash Makeup Award, as applicable, you shall vest in full in, and be paid in cash within thirty (30) days of the
date of termination (or, in the event of a Change in Control, on the date of such Change in Control), an amount in cash equal to the theretofore ungranted
portion of the Restricted Stock Award.
(d)
Registration. As of the Effective Date, the Company shall, at its expense, reserve for issuance a number of shares of Common
Stock at least equal to the number of shares of Common Stock that will be subject to the Restricted Stock Award and shall, as soon as reasonably possible
after the Effective Date, file a registration statement on Form S-8 (or any successor form, or if Form S-8 is not available, other appropriate forms) with respect
to the shares of Common Stock subject to the Restricted Stock Award. The Company shall thereafter maintain the effectiveness of such registration statement
or registration statements (and maintain the current status of the prospectus or prospectuses contained therein) for so long as you hold the Restricted Stock
Award (or any portion thereof) or any of the shares of Common Stock that were previously subject to the Restricted Stock Award, or until such earlier date as
such Restricted Stock Award and shares of Common Stock, as applicable, may otherwise be freely sold under applicable law.
(e)
Other Terms of Restricted Stock Award; Form of Agreement. The terms of your Restricted Stock Award will be evidenced in an
award agreement by and between you and the Company, which will be substantially in the same form as (and shall in no event contain terms less favorable to
you than those contained in) the “Form of 2007 Equity Award Agreement for Executive Officers” filed as Exhibit 10.25 to the Cowen Group, Inc. Form 10-K
for the year ended December 31, 2008, provided that such award agreement will be modified to incorporate
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the terms of this Agreement (including, without limitation, the defined terms contained herein and the restrictive covenants set forth herein) which shall, in
any event, control.
5.

Termination of Employment.

(a)
By the Company Other than for Death, Disability or for Cause; By You for Good Reason. If your employment is terminated (i) by
the Company for any reason other than due to (x) your death or Disability (as defined below) or (y) for Cause (as defined below) or (ii) by you upon
resignation for Good Reason (as defined below), you shall be entitled to receive (A) that portion of your Base Salary earned, but unpaid as of the date of
termination, paid within thirty (30) days of the date of your termination, (B) any Annual Bonus earned by you for a prior completed calendar year to the
extent not theretofore paid and not theretofore deferred (with any such deferred amounts to be paid in accordance with and at the times set forth in the

applicable deferral arrangement) paid at the same time as all other Company annual bonuses are paid for the year in which your employment terminates, but
in no event later than March 15 of the calendar year following the year in which your employment terminates (the amounts described in clauses (A) and (B),
and the times at which such amounts are paid, shall be hereinafter referred to as the “Accrued Obligations”); (C) your rights and interests in the CHRP
Interest shall immediately vest, (D) you shall be entitled to receive a lump sum cash payment (the “Separation Payment”) equal to the sum of (x) Two Million
Two Hundred Fifty Thousand Dollars ($2,250,000), (y) your Base Salary as of the end of the calendar year immediately preceding the calendar year in which
such termination occurs, and (z) the cash portion of your Annual Bonus in respect of the calendar year immediately preceding the calendar year in which such
termination occurs, and (E) in addition to any rights you have with respect to the Restricted Stock Award under paragraph 4 of this Agreement, (1) any
outstanding equity awards shall become fully vested and exercisable and any restrictions thereon shall lapse effective as of your date of termination (provided
that any delays in payment or settlement set forth in such grant or award agreements that are required under Section 409A shall remain effective) and (2) any
stock options outstanding as of your date of termination shall remain exercisable for the remainder of the respective terms of such stock options (taking into
account any provisions of the equity incentive plan or option agreements that cause them to expire or be replaced in connection with changes in control or
similar events) (clauses (1) and (2) collectively referred to herein as the “Equity Benefits”). In order to receive the Separation Payment, you will also be
required to sign a Settlement Agreement and Release of the Company in a form customarily used by the BD Subsidiary, which will include a general release
of known and unknown claims, provisions relating to return of Company property and non-disparagement and a requirement to cooperate regarding any
future litigation (the “Release”) within fifty-two (52) days of the date of termination of your employment (or such earlier time as may be permissible under
the Release taking into account any revocation period). The Separation Payment shall be paid to you within ten (10) days following the expiration of the
revocation period applicable to the Release and in no event later than sixty (60) days of the date of termination of your employment, assuming you have
signed, returned to the Company and not revoked the Release. You may not both become a “Senior Advisor” (as provided in paragraph 5(b) below) and resign
your employment for Good Reason. Accordingly, in the event you
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become a Senior Advisor, you shall not be entitled to payment under this paragraph 5(a) and you shall be limited to the rights, terms and conditions set forth
in paragraph 5(b) (Senior Advisor Status). Conversely, in the event you resign your employment for Good Reason, you shall not be entitled to payments as a
Senior Advisor under paragraph 5(b) (Senior Advisor Status) and Appendix A hereto, and shall be limited to the rights, terms and conditions set forth in this
paragraph 5(a).
(b)
Senior Advisor Status. When by reason of your retirement in accordance with the applicable policy of the Company (which for
the avoidance of doubt permits retirement on or after the attainment of age 55 with five years of service) at any time on or after the date that annual bonuses
are paid by the Company in respect of the Company’s 2011 fiscal year, you cease to serve as the Chief Executive Officer and President of the BD Subsidiary
(or in whatever position you then serve), provided you are otherwise an employee in good standing at that time, and continuing for a three (3) year period, the
Company will employ you as a Senior Advisor pursuant to a Senior Advisor Agreement in the form attached hereto as Appendix A.
(c)
Death or Disability. Your employment shall terminate on your death. If you become “Disabled,” the Company may terminate
your employment by giving you thirty (30) days’ written notice of its intention to do so unless you return to full-time performance of your duties within such
thirty (30)-day period. “Disabled” and “Disability,” as used herein, shall mean your inability to perform the essential duties and responsibilities of your job
with or without reasonable accommodation, for a continuous period of ninety (90) days or more, or for one hundred twenty (120) days or more in a twelve
(12)-month period, due to a physical or mental condition. Disputes on the issues of Disability shall be determined by an impartial, reputable physician agreed
upon by the parties or their respective doctors. Upon termination under this paragraph 5(c), in addition to any rights you have under paragraph 4 of this
Agreement, you or your estate shall (i) vest in and be entitled to retain all rights and interests in the CHRP Interest and (ii) be entitled to receive the Equity
Benefits. In addition, you or your estate shall be entitled to receive the Accrued Obligations.
(d)
Termination for Cause. The Company may terminate your employment with or without Cause. Upon termination of employment
for Cause, you shall be entitled to receive only that portion of your Base Salary earned, but unpaid, as of the date of termination, payable no later than thirty
(30) days after your date of termination. Upon termination of your employment for Cause, you or your estate shall be entitled to retain any amounts
distributed to you in connection with your receipt of the CHRP Interest; provided, however, the entirety of your membership interest in GP LLC shall revert
back to CCP II at cost, and CCP II shall promptly pay to you the sum of your membership interest payments (i.e., the amount you paid to CCP II for the
interest) plus any amounts subsequently paid by you in connection with capital calls, if any, less any distributions previously received by you in respect of
such membership interests. For purposes of this Agreement, “Cause” shall mean the occurrence of an event set forth in clauses (i) through (iv) below as
determined by the Board of Directors of the Company in good faith:
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(i)

your conviction of any crime (whether or not related to your duties at the BD Subsidiary), with the exception of minor

(ii)
your employment;

fraud, dishonesty, gross negligence or substantial misconduct in the performance of your duties and responsibilities of

traffic offenses;

(iii)
your material violation of or failure to comply with the Company’s internal policies or the rules and regulations of any
regulatory or self-regulatory organization with jurisdiction over the BD Subsidiary;
(iv)

your failure to perform the material duties of your position.

In the case of clauses (ii) through (iv) above, to the extent your alleged breach is reasonably subject to cure, your employment shall not be terminated for
Cause unless and until you have been given written notice and shall have failed to correct any such violation, failure or refusal to follow instructions within
ten (10) business days of such notice.
(e)
Termination By You without Good Reason. You may terminate your employment with or without “Good Reason”. Subject to the
provisions of paragraph 5(b) herein, upon termination of your employment by you without Good Reason, you shall be entitled to receive only that portion of
your Base Salary earned, but unpaid, as of the effective date of termination, payable no later than thirty (30) days after the effective date of termination and to

retain all rights and interests in that portion of the CHRP Interest that has vested as of the commencement of the Notice Period (defined below), but you shall
not be entitled to any of the payments or benefits set forth on Appendix A hereto. For purposes of this Agreement, “Good Reason” shall mean:
(i)
any requirement that your services during the Term be rendered primarily at a location or locations other than the
Company’s or the BD Subsidiary’s offices in New York, New York;
(ii)
a material diminution by the Company or the BD Subsidiary of your positions, roles and responsibilities as Chief
Executive Officer and President of the BD Subsidiary or as otherwise contemplated by Section 2 of this Agreement, including the Company’s failure
to appoint (or reappoint) you to serve as a member of the Company’s Board of Directors, Executive Management Committee or Operating
Committee; or
(iii)

any material breach of this Agreement by the Company.

In order to invoke a termination for Good Reason, you must provide written notice to the Company of the existence of the conditions giving rise to such
“Good Reason” within ninety (90) days following your knowledge of the initial existence of such condition or conditions, and the Company shall have thirty
(30) days following receipt of such written notice (the “Cure Period”) during which
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it may remedy the condition. In the event that the Company fails to remedy the condition constituting Good Reason during the Cure Period, you must deliver
notice to the Company of your intention to terminate employment, if at all, within ninety (90) days following the Cure Period in order for such termination to
constitute a termination for Good Reason.
(f)
Further Effect of Termination on Board and Officer Positions. If your full time employment ends for any reason (including upon
your becoming a Senior Advisor), you agree that you will cease immediately to hold any and all officer or director positions you then have with the Company
or any subsidiary, absent a contrary direction from the Board of Directors of the Company (which may include either a request to continue such service or a
direction to cease serving upon notice without regard to whether your employment has ended). You hereby irrevocably appoint the Company to be your
attorney-in-fact to execute any documents and do anything in your name to effect your ceasing to serve as a director and officer of the Company and any
subsidiary, should you fail to resign following a request from the Company to do so. A written notification signed by a director or duly authorized officer of
the Company that any instrument, document or act falls within the authority conferred by this clause will be conclusive evidence that it does so.
(g)
No Mitigation; Offset. In no event shall you be obligated to seek other employment or take any other action by way of
mitigation of the amounts payable to you under any of the provisions of this Agreement and such amounts shall not be reduced whether or not you obtain
other employment. In the event of your termination of employment, the Company may offset, to the fullest extent permitted by law, any amounts due to the
Company from you, or advanced or loaned to you by the Company, from any monies owed to you or your estate by reason of your termination, except to the
extent such withholding or offset is not permitted under Section 409A without the imposition of additional taxes or penalties on you.
6.
Notice of Termination. You shall not voluntarily (other than in connection with your becoming a Senior Advisor) terminate your
employment relationship with the Company or any of its affiliates without Good Reason without first giving the Company at least one hundred eighty (180)
days’ prior written notice of the effective date of your resignation or other termination (the “Notice Period”). Such written notice shall be sent by certified
mail to the General Counsel of the Company at the Company’s primary New York address. The Company retains the right to waive the notice requirement in
whole or in part or to place you on paid leave for all or part of the Notice Period. In the alternative, at any time after you give notice, the Company may, but
shall not be obligated to, provide you with work and (a) require you to comply with such conditions as it may specify in relation to transitioning your duties
and responsibilities; (b) assign you other duties; or (c) withdraw any powers vested in, or duties assigned to you. You and the Company shall take all steps
necessary (including with regard to any post-termination services by you) to ensure that any termination of your employment described in this Agreement
constitutes a “separation from service” within the meaning of Section 409A, and notwithstanding anything contained herein to the contrary, the date on which
such separation from service takes place shall be the “date of termination of your employment.”
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7.
Non-Solicitation. While employed and for a period of one (1) year following your date of termination for any reason whatsoever, you
shall not, without the prior written consent of the Company, directly or indirectly: (a) solicit or induce, or cause others to solicit or induce, any employees of
the Company to leave the Company or in any way modify their relationship with the Company; (b) hire or cause others to hire any employees of the
Company; (c) encourage or assist in the hiring process of any employees of the Company or in the modification of any such employee’s relationship with the
Company, or cause others to participate, encourage or assist in the hiring process of any employees of the Company; or (d) directly or indirectly solicit the
trade or patronage of any clients or customers or any prospective clients or customers of the Company with respect to any investment banking or alternative
investment products, services, trade secrets or other investment banking or alternative investment product matters in which the Company is active, which
includes, but is not limited to, investment banking, hedge fund and private equity investments, sales and trading and/or research. For purposes of paragraphs
7, 8, 9 and 10 of this Agreement, Company shall mean the Company and its controlled affiliates. This provision shall survive the expiration of the Term.
8.
Non-Competition. During the Term (including any applicable Notice Period), you may not, anywhere in the United States or elsewhere in
the world, directly or indirectly, be employed by, assist or otherwise be affiliated with any Competitor of the Company. For purposes of this Agreement,
“Competitor” of the Company shall mean any public or private investment banking or commercial banking firm, as well as any firm engaging in alternative
investment strategies, including hedge fund and private equity fund investments, as well as any of such firms’ subsidiaries or controlled affiliates; provided,
that ownership for personal investment purposes only of less than 2% of the voting stock of any publicly held corporation shall not constitute a violation
hereof.
9.
Non-Disclosure of Confidential Information. You shall not at any time, whether during your employment or following the termination of
your employment, for any reason whatsoever, directly or indirectly, disclose or furnish to any entity, firm, corporation or person, except as otherwise required
by law or in the direct performance of your duties, any confidential or proprietary information of the Company with respect to any aspect of its operations,
business or clients. “Confidential or proprietary information” shall mean information generally unknown to the public to which you gain access by reason of
your employment by the Company and includes, but is not limited to, information relating to all present or potential customers, business and marketing plans,

sales, trading and financial data and strategies, operational costs, and employment benefits and compensation. This provision shall survive the expiration of
the Term.
10.
Company Property. All records, files, memoranda, reports, customer information, client lists, documents and equipment relating to the
business of the Company, which you prepare, possess or come into contact with while you are an employee of the Company, shall remain the sole property of
the Company. You agree that upon the termination of your employment, you shall provide to the Company all documents, papers, files or other material in
your possession and under your control that are connected with or derived from your services to
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the Company. You agree that the Company owns all work product, patents, copyrights and other material produced by you during your employment with the
Company. This provision shall survive the expiration of the Term.
11.
Injunctive Relief. In the event of a breach by you of your obligations under this Agreement, the Company, in addition to being entitled to
exercise all rights granted by law, including recovery of damages, will be entitled to specific performance of its rights under this Agreement. You
acknowledge that the Company shall suffer irreparable harm in the event of a breach or prospective breach of paragraphs 7, 8, 9 and/or 10 hereof and that
monetary damages would not be adequate relief. Accordingly, the Company shall be entitled to seek injunctive relief in any federal or state court of
competent jurisdiction located in New York County, or in any state in which you reside. This provision shall survive the expiration of the Term.
12.
Arbitration. Any and all disputes arising out of or relating to your employment or the termination of your employment pursuant to this
Agreement, including any statutory claims based on alleged discrimination, will be submitted to and resolved exclusively by the American Arbitration
Association (“AAA”) pursuant to the AAA’s Employment Arbitration Rules and Mediation Procedures. The arbitration shall be held in the City of New York.
The Company and you each hereby irrevocably waive any right to a trial by jury in any action, suit or other legal proceeding arising under or relating to any
provision of this Agreement. The arbitration award shall be binding upon both parties, and judgment upon the award may be entered in a court of competent
jurisdiction.
13.
Severability. Should any provision herein be rendered or declared legally invalid or unenforceable by a court of competent jurisdiction or
by the decision of an authorized governmental agency, invalidation of such part shall not invalidate the remaining portions thereof.
14.
Treatment of Current Equity; Share Lockup. Notwithstanding anything to the contrary in any of (i) the Previous Employment Agreement,
(ii) the Cowen Group, Inc. 2007 Equity and Incentive Plan, (iii) the Cowen Group, Inc. 2006 Equity and Incentive Plan, (iv) the Transaction Agreement, and
(v) any other applicable agreement, contract, or arrangement between you and Cowen or any of its subsidiaries, you hereby agree that neither the Transaction
nor any related transaction shall result in the accelerated vesting of, or lapsing of restrictions on, any outstanding equity awards held by you as of the
Effective Date. You shall be prohibited from selling any portion of the shares of Common Stock held by you as of the Effective Date or received (net of any
shares sold or withheld at that time to pay taxes) by you upon the vesting and/or exercise of equity awards granted to you prior to the Effective Date, in either
case until the first to occur of (a) the one (1) year anniversary of the Effective Date, (b) your termination of employment by the Company without Cause, due
to your death or Disability, or by you for Good Reason, and (c) the occurrence of a Change in Control of the Company occurring after the Effective Date.
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15.
Complete Agreement. The provisions herein contain the entire agreement and understanding of the parties regarding compensation and
your employment and shall, as of the Effective Date, fully supersede any and all prior agreements, representations, promises or understandings, written or
oral, between them pertaining to the subject matter, including, without limitation the Previous Employment Agreement. In the event that either (i) the
Transaction is not consummated, (ii) the Transaction Agreement is terminated in accordance with its terms or (iii) your employment with Cowen has
terminated prior to the Effective Date, this Agreement shall be null and void ab initio and of no further force and effect. The provisions of this Agreement
may not be changed or altered except in writing signed by you and a duly authorized agent of the Company.
16.
Choice of Law. The interpretation and application of the terms herein, and your employment relationship at the Company, shall be
governed by the laws of the State of New York without regard to principles of conflict of laws.
17.
No Waiver. Any failure by either party to exercise its rights to terminate this offer or to enforce any of its provisions shall not prejudice
such party’s rights of termination or enforcement for any subsequent or further violations, breaches or defaults by the other party. A waiver of any provision
of this Agreement shall not be valid or effective unless memorialized in writing and signed by both parties to this Agreement.
18.
Assignment. The rights and obligations of the Company under this Agreement will be transferable, and all of its covenants and
agreements will be binding upon and be enforceable by its successors and assigns. You may not assign your rights under this Agreement and the terms and
conditions stated herein.
19.
Tax Compliance. The Company or any of its applicable affiliates shall withhold from any amounts payable or provided under this
Agreement such federal, state or local taxes as shall be required to be withheld under any applicable law or regulation and other required or applicable
deductions. If and to the extent any portion of any payment, compensation or other benefit provided to you in connection with your separation from service
(as defined in Section 409A) is determined to constitute “nonqualified deferred compensation” within the meaning of Section 409A and you are a specified
employee as defined in Section 409A(a)(2)(B)(i), as determined by the Company or any of its applicable affiliates in accordance with its procedures, by
which determination you hereby agree that you are bound, such portion of the payment, compensation or other benefit shall not be paid before the day that is
six months plus one day after the date of separation from service (as determined under Section 409A (the “New Payment Date”), except as Section 409A may
then permit. The aggregate of any payments that otherwise would have been paid to you during the period between the date of separation from service and the
New Payment Date shall be paid to you in a lump sum on such New Payment Date, and any remaining payments will be paid on their original schedule. If
you die during the postponement period, the amounts and entitlements delayed on account of Section 409A of the Code shall be paid to the personal
representative of your estate on the first to occur of the New Payment Date and thirty (30) days after the date of your death. For purposes of this Agreement,
each amount to
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be paid or benefit to be provided shall be construed as a separate payment for purposes of Section 409A, and any payments that are due within the “short term
deferral period” as defined in Section 409A shall not be treated as deferred compensation unless applicable law requires otherwise. Neither the Company nor
any of its applicable affiliates nor you shall have the right to accelerate or defer the delivery of any such payments or benefits except to the extent specifically
permitted or required by Section 409A. All reimbursements and in-kind benefits provided under this Agreement that constitute deferred compensation within
the meaning of Section 409A shall be made or provided in accordance with the requirements of Section 409A, including, without limitation, that (a) in no
event shall reimbursements to you under this Agreement be made later than the end of the calendar year next following the calendar year in which the
applicable fees and expenses were incurred, provided, that you shall have submitted an invoice for such fees and expenses at least ten (10) days before the end
of the calendar year next following the calendar year in which such fees and expenses were incurred; (b) the amount of in-kind benefits that you are entitled to
receive in any given calendar year shall not affect the in-kind benefits that you are entitled to receive in any other calendar year; (c) your right to such
reimbursements and in-kind benefits may not be liquidated or exchanged for any other benefit; and (d) in no event shall your entitlement to such
reimbursements or such in-kind benefits apply later than your remaining lifetime (or if longer, through the twentieth (20th) anniversary of the Effective Date).
This Agreement is intended to comply with the provisions of Section 409A and shall, to the extent practicable, be construed in accordance therewith. In no
event shall a tax gross-up payment be paid later than the end of the year following the year that the related taxes, or taxes on the underlying income or
imputed income, are remitted to the applicable taxing authority. Terms defined in this Agreement shall have the meanings given such terms under
Section 409A if and to the extent required to comply with Section 409A. In any event, neither the Company nor any of its affiliates makes any representations
or warrant and shall have no liability to you or any other person if any provisions of or payments under this Agreement are determined to constitute deferred
compensation subject to Section 409A but not to satisfy the conditions of Section 409A.
20.
Survivorship. Upon the expiration or other termination of this Agreement or your employment, the respective rights and obligations of the
parties hereto shall survive to the extent necessary to carry out the intentions of the parties under this Agreement.
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Please indicate your acceptance of these terms by signing and returning one copy of this Agreement. The second copy is for your records.
Sincerely,
COWEN GROUP, INC.
By:
Name:
Title:

/s/ Christopher A. White
Christopher A. White
Vice President

ACKNOWLEDGED AND AGREED:
RAMIUS LLC
By: C4S & Co., L.L.C., its managing member
By:
Name:
Title:

/s/ Peter A. Cohen
Peter A. Cohen
Managing Member

ACKNOWLEDGED AND AGREED:
LEXINGTONPARK PARENT CORP.
By:
Name:
Title:

/s/ Christopher A. White
Christopher A. White
Vice President

By:
Name:
Title:

/s/ Jeffrey M. Solomon
Jeffrey M. Solomon
President

AGREED AND ACCEPTED:
Signed:

Date:

/s/ David M. Malcolm
David M. Malcolm
June 3, 2009
Signature Page to Employment Letter of David M. Malcolm

Exhibit 10.3
APPENDIX A
June 3, 2009
David M. Malcolm
At the address last on the records of Cowen
Dear Greg:
This letter (the “Agreement”) is an appendix to your employment letter agreement (the “Executive Letter Agreement”), dated as of June 3, 2009,
with Cowen Group, Inc. (“Cowen”) and LexingtonPark Parent Corp. (the “Company”). Defined terms otherwise used in this Agreement shall have the
meaning ascribed to them in the Executive Letter Agreement. This Agreement shall constitute your agreement relating to your post-retirement employment
with the Company and the BD Subsidiary, effective as of June 3, 2009, as a Senior Advisor. As set forth more fully below, except as otherwise provided in
this Agreement, this Agreement shall supersede any and all prior employment agreements and letters relating to your employment with the Company,
including the Executive Letter Agreement.
1.

Position.

(a)
Commencing upon the date on which your service as a Senior Advisor first commences due to your cessation of full-time
employment as contemplated by and in accordance with Section 5(b) of the Executive Letter Agreement (the “Effective Date”), and continuing for thirty-six
(36) months from the Effective Date, except as otherwise specified herein (the “Term”), the Company shall employ you as a Senior Advisor.
(b)
During your employment as a Senior Advisor you may not be employed by, or otherwise affiliated in any way with, any
“Competitor” of the Company, as defined below. You may be affiliated with a business that is not a Competitor; provided, however, that such affiliation does
not interfere with your ability to perform your duties and responsibilities set forth in this Agreement.
(c)
During your employment you shall be subject to, and must comply with, all Company policies and procedures applicable to the BD
Subsidiary’s Managing Directors, as now existing or as may be modified or supplemented by the Company in its sole discretion.

2.
Duties and Responsibilities. Your duties and responsibilities as a Senior Advisor shall be defined by mutual agreement between you and the
Board of Directors of the Company; provided, however, that your time commitment to the Company and the BD Subsidiary as a Senior Advisor shall not
exceed twenty percent (20%) of the average level of bona fide services performed by you on behalf of the Company and the BD Subsidiary during the thirtysix (36) month period immediately preceding the commencement of your service as a Senior Advisor.
3.
Use of Facilities. During your employment as a Senior Advisor to the Company and the BD Subsidiary, the Company shall provide you
with reasonable use of, and access to, office space on the Company’s premises if such space is then available. You shall also have reasonable use of the
Company’s other services and facilities as necessary to carry out your duties as a Senior Advisor, the costs of which will be borne the Company.
4.

Compensation.

(a)
Base Salary. You will be entitled to receive a base salary at the rate of Seven Hundred Fifty Thousand Dollars ($750,000) per
annum, less applicable tax and payroll deductions (the “Base Salary”), payable in accordance with the Company’s prevailing payroll practices. Any obligation
to pay your Base Salary will commence upon the Effective Date of this Agreement and shall cease upon the termination of your employment as a Senior
Advisor. You will not be entitled to any other compensation, including any bonus.
(b)
Change in Control. Provided there is a Change in Control of the Company during the Term of this Agreement (as defined in
paragraph 1(a) above) and, provided further, that as of the date of such a Change in Control, you are employed as a Senior Advisor, and have not given notice
of your voluntary termination or resignation, you shall be entitled to receive in one lump sum, the unpaid balance of your Base Salary for the remainder of the
Term, less applicable tax and payroll deductions (the “Retirement Change in Control Payment”). The Retirement Change in Control Payment shall be payable
by the Company to you within ten (10) calendar days of any Change in Control.
(c)
Equity Vesting. Provided that you are not employed by, or otherwise affiliated with, any Competitor (as defined below) of the
Company during the Term of this Agreement or thereafter, any Company securities, stock, deferred cash or deferred compensation you received from the
Company prior to the Effective Date of this Agreement, shall continue to vest in accordance with, and subject to, the terms and conditions set forth in the
applicable award agreements granting you such equity or deferred compensation.
5.
Benefits. During the Term, you, your spouse and your eligible dependents will be eligible to receive health and medical benefits, to the
extent such eligibility is permissible under the health and medical benefit plans in place at the Company at that time. All such health and medical benefits
shall be provided in accordance with the terms and eligibility requirements of
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their respective plans, but in no event on terms that are less favorable than those then existing and applied to similarly situated executives of the Company.
6.
Expenses. All documented and verified, reasonable and necessary expenses which you incur in connection with the performance of your
duties hereunder shall be reimbursed in accordance with the Company’s general policies. You must submit proper documentation for each such expense
within sixty (60) days after the later of (i) your incurrence of such expense or (ii) your receipt of the invoice for such expense.

7.

Termination of Employment.

(a)
Death or disability. Your employment as a Senior Advisor shall terminate on your death. If you become disabled, the Company
may terminate your employment by giving you thirty (30) days written notice of its intention to terminate this Agreement. In such event, your employment
shall be terminated unless you return to full-time performance of your duties within such thirty (30) day period. “Disabled”, as used herein, shall mean
“Disability,” as such term is defined in Section 409A of the Internal Revenue Code of 1986, as amended (“Section 409A”). Disputes on the issues of
disability shall be determined by an impartial, reputable physician agreed upon by the parties or their respective doctors. Upon termination under this
paragraph 7(a), you or your estate shall be entitled to receive (i) the Equity Benefits and (ii) any benefits or compensation that have been earned, but unpaid,
as of the date of termination.
(b)
Cause. Nothing herein shall prevent the Company from terminating your employment for cause. For purposes of this Agreement,
“Cause” shall mean the occurrence of an event set forth in clauses (i) through (iv) below as determined by the Board of Directors of the Company in good
faith:
(i)

your conviction of any crime (whether or not related to your duties at the BD Subsidiary), with the exception of minor

(ii)

fraud, dishonesty, gross negligence or substantial misconduct in the performance of your duties and responsibilities;

traffic offenses;

(iii)
your material violation of or failure to comply with the Company’s internal policies or the rules and regulations of any
regulatory or self-regulatory organization with jurisdiction over the BD Subsidiary;
(iv)

your failure to perform the material duties of your position.

In the case of clauses (ii) through (iv) above, to the extent your alleged breach is reasonably subject to cure, your employment shall not be terminated for
Cause unless and until you have been given written notice and shall have failed to correct any such violation, failure or refusal to follow instructions within
ten (10) business days of such notice.
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Upon termination under this paragraph 7(b), you shall be entitled to receive only that Base Salary earned but unpaid as of the date of termination.
(c)
Offset. In the event of termination, the Company may offset, to the fullest extent permitted by law, any amounts due to the
Company from you, or advanced or loaned to you by the Company, from any monies owed to you or your estate by reason of your termination, except to the
extent such withholding or offset is not permitted under Section 409A without the imposition of additional taxes or penalties on you.
8.
Notice of Resignation or Termination of Employment. During the Term of this Agreement, you will not voluntarily resign or otherwise
terminate your employment as a Senior Advisor without first giving the Company at least ninety (90) days prior written notice of the effective day of your
resignation or other termination. Such written notice shall be sent, by certified mail, to the Company, Attn: General Counsel of the Company at the
Company’s primary New York address. The Company retains the right to waive the notice requirement in whole or in part. The Company may, but shall not
be obligated to, provide you with work at any time after such notice is given pursuant to this paragraph and the Company may, in its discretion, in respect of
all or part of an unexpired period of notice: (i) require you to comply with such conditions as it may specify in relation to transitioning your duties and
responsibilities, (ii) assign you other duties or (iii) withdraw any powers vested in, or duties assigned to, you. Upon termination under this paragraph 8, you
shall be entitled to receive only that Base Salary earned but unpaid as of the date of termination.
9.

Non-Solicitation.

(a)
While employed by the Company as a Senior Advisor and for a period of two (2) years following the expiration of the Term of
your employment or the effective date of your termination, you will not, without the Company’s prior written consent, directly or indirectly, (a) solicit or
induce, or cause others to solicit or induce, any employees of the Company to leave the Company, or in any way modify their relationship with the Company,
(b) hire or cause others to hire any employees of the Company, (c) encourage or assist in the hiring process of any employees of the Company or in the
modification of any such employee’s relationship with the Company, or cause others to participate, encourage or assist in the hiring process of any employees
of the Company.
(b)
In addition, while employed by the Company as a Senior Advisor and for a period of two (2) years following the expiration of the
Term of your employment or the effective date of your termination, you agree you will not, directly or indirectly, solicit the trade or patronage of any clients
or customers or any prospective clients or customers of the Company with respect to any investment banking or alternative investment products, services,
trade secrets or other investment banking or alternative investment product matters in which the Company is active, which includes, but is not limited to,
investment banking, hedge fund and private equity investments, sales and trading and/or research. This paragraph 9 shall survive expiration of the
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Term and shall continue in full force and effect during your employment with the Company and thereafter as applicable.
10.
Non-Competition. During your employment as a Senior Advisor and for a period of one (1) year following the expiration of the Term of
your employment or the effective date of your termination, you may not, anywhere in the United States or elsewhere in the world, directly or indirectly, be
employed by, assist or otherwise be affiliated with any Competitor of the Company. For purposes of this Agreement, “Competitor” of the Company shall
mean any public or private investment banking or commercial banking firm, as well as any firm engaging in alternative investment strategies, including hedge
fund and private equity fund investments, as well as any of such firms’ subsidiaries or controlled affiliates. This paragraph 10 shall survive expiration of the
Term and shall continue in full force and effect during your employment with the Company and thereafter as applicable.

11.
Non-Disclosure of Confidential Information. You will not at any time, whether during your employment or following the termination or
expiration of your employment, for any reason whatsoever, and forever hereafter, directly or indirectly disclose or furnish to any firm, corporation or person,
except as otherwise required by law, any confidential or proprietary information of the Company with respect to any respect of its operations or affairs.
“Confidential or proprietary information” shall mean information generally unknown to the public to which you gain access by reason of your employment by
the Company and includes, but is not limited to, information relating to all present or potential customers, business and marketing plans, sales, trading and
financial data and strategies, salaries and employment benefits, and operational costs. This paragraph 11 shall survive expiration of the Term and shall
continue in full force and effect during your employment with the Company and thereafter as applicable.
12.
Return of Company Property and Company Work Product. All records, files, memoranda, reports, customer information, client lists,
documents, equipment, and the like, relating to the business of the Company which you prepared or came into contact with while you were an employee of
the Company, shall remain the sole property of the Company. You agree that on request by the Company, and in any event upon the termination of your
employment, you shall turn over to the Company all documents, papers, or other material in your possession and under your control which may contain or be
derived from confidential information, together with all documents, notes, or other work product which is connected with or derived from your services to the
Company whether or not such material is in your possession. You agree you shall have no proprietary interest in any work product developed or used by you
and arising out of employment by the Company. This paragraph 12 shall survive expiration of the Term and shall continue in full force and effect during your
employment with the Company and thereafter as applicable.
13.
Remedies and Rights to Injunctive Relief. In the event of a breach by you of your obligation under this Agreement, the Company, in
addition to being entitled to exercise all rights granted by law, including recovery of damages, will be entitled to specific performance of its
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rights under this Agreement. You acknowledge that the Company shall suffer irreparable harm in the event of a breach or prospective breach of paragraphs 9,
10, 11 and/or 12 hereof and monetary damages would not be adequate compensation. Accordingly, the Company shall be entitled to seek injunctive relief in
any federal or state court of competent jurisdiction located in New York County. You waive the defense that a remedy at law would be adequate. This
paragraph 13 shall survive expiration of the Term and shall continue in full force and effect during your employment with the Company and thereafter as
applicable.
14.

Arbitration; Legal Fees.

(a)
Any and all disputes arising out of or relating to your employment or the termination of your employment with the Company,
including any statutory claims based on alleged discrimination, will be submitted to and resolved exclusively by the American Arbitration Association
(“AAA”) pursuant to the AAA’s Employment Arbitration Rules and Mediation Procedures. The arbitration shall be held in the City of New York. In agreeing
to arbitrate your claims, you recognize that you are waiving your right to a trial in court and by a jury. The arbitration award shall be binding upon both
parties, and judgment upon the award may be entered in a court of competent jurisdiction. The cost of such proceedings, including all filing and session fees,
and all attorneys’ fees, shall be assessed in accordance with the AAA Rules or as otherwise determined by the arbitrator.
(b)
The arbitrators shall not have authority to amend, alter, modify, add to or subtract from the provisions hereof. The award of the
arbitrators, in addition to granting the relief prescribed above and such other relief as the arbitrators may deem proper, may contain provisions commanding or
restraining acts or conduct of the parties or their representatives and may further provide for the arbitrators to retain jurisdiction over this Agreement and the
enforcement thereof. If either party shall deliberately default in appearing before the arbitrators, the arbitrators are empowered, nonetheless, to take the proof
of the party appearing and render an award thereon.
(c)
This paragraph 14 shall survive expiration of the Term and shall continue in full force and effect during your employment with the
Company and thereafter as applicable.
15.
Severability. Should any provision herein be rendered or declared legally invalid or unenforceable by a court of competent jurisdiction or
by the decision of an authorized governmental agency, such invalidation of such part shall not invalidate the remaining portions thereof.
16.
Other Agreements. You represent and warrant that you are not a party to any agreement or bound by an obligation which would prohibit
you from accepting and agreeing hereto or fully performing the obligations hereunder.
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17.
Complete Agreement. The provisions herein contain the entire agreement and understanding of the parties and fully supersede any and all
prior agreements or understandings between them pertaining to the subject matter hereof, except for those provisions of the Executive Letter Agreement that
must survive in order to carry out the intentions of the parties (such as the continuing rights under paragraphs 4 and 6 of the Executive Letter Agreement and
your rights in respect of your CHRP Interest). There have been no representations, inducements, promises or agreements of any kind which have been made
by either party, or by any person acting on behalf of either party, which are not embodied herein. The provisions hereof may not be changed or altered except
in writing duly executed by you and a duly authorized agent of the Company.
18.
Applicable Law. The interpretation and application of the terms herein shall be governed by the laws of the State of New York without
regard to principles of conflict of laws.
19.
No Waiver. Any failure by either party to exercise its rights to terminate this Agreement or to enforce any of its provisions shall not
prejudice such party’s rights of termination or enforcement for any subsequent or further violations or defaults by the other party.
20.
Counterparts. This Agreement may be executed simultaneously in one or more counterparts, each of which shall be deemed an original but
all of which together shall constitute one and the same instrument.
21.
Section 409A. The Company or any of its applicable affiliates shall withhold from any amounts payable or provided under this Agreement
such federal, state or local taxes as shall be required to be withheld under any applicable law or regulation and other required or applicable deductions. Except

with respect to any payments or benefits which you may be entitled to under paragraph 4 of the Executive Letter Agreement, which shall be governed by the
provisions contained therein, if and to the extent any portion of any payment, compensation or other benefit provided to you in connection with your
separation from service (as defined in Section 409A) is determined to constitute “nonqualified deferred compensation” within the meaning of Section 409A
and you are a specified employee as defined in Section 409A(a)(2)(B)(i), as determined by the Company or any of its applicable affiliates in accordance with
its procedures, by which determination you hereby agree that you are bound, such portion of the payment, compensation or other benefit shall not be paid
before the day that is six months plus one day after the date of separation from service (as determined under Section 409A (the “New Payment Date”), except
as Section 409A may then permit. The aggregate of any payments that otherwise would have been paid to you during the period between the date of
separation from service and the New Payment Date shall be paid to you in a lump sum on such New Payment Date, and any remaining payments will be paid
on their original schedule. If you die during the postponement period, the amounts and entitlements delayed on account of Section 409A of the Code shall be
paid to the personal representative of your estate on the first to occur of the New Payment Date and thirty (30) days after the date of your death. For purposes
of this
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Agreement, each amount to be paid or benefit to be provided shall be construed as a separate payment for purposes of Section 409A, and any payments that
are due within the “short term deferral period” as defined in Section 409A shall not be treated as deferred compensation unless applicable law requires
otherwise. Neither the Company nor any of its applicable affiliates nor you shall have the right to accelerate or defer the delivery of any such payments or
benefits except to the extent specifically permitted or required by Section 409A. All reimbursements and in-kind benefits provided under this Agreement that
constitute deferred compensation within the meaning of Section 409A shall be made or provided in accordance with the requirements of Section 409A,
including, without limitation, that (a) in no event shall reimbursements to you under this Agreement be made later than the end of the calendar year next
following the calendar year in which the applicable fees and expenses were incurred, provided, that you shall have submitted an invoice for such fees and
expenses at least ten (10) days before the end of the calendar year next following the calendar year in which such fees and expenses were incurred; (b) the
amount of in-kind benefits that you are entitled to receive in any given calendar year shall not affect the in-kind benefits that you are entitled to receive in any
other calendar year; (c) your right to such reimbursements and in-kind benefits may not be liquidated or exchanged for any other benefit; and (d) in no event
shall your entitlement to such reimbursements or such in-kind benefits apply later than your remaining lifetime (or if longer, through the twentieth (20th)
anniversary of the Effective Date). This Agreement is intended to comply with the provisions of Section 409A and shall, to the extent practicable, be
construed in accordance therewith. Terms defined in the Agreement shall have the meanings given such terms under Section 409A if and to the extent
required to comply with Section 409A. In any event, neither the Company nor any of its affiliates makes any representations or warrant and shall have no
liability to you or any other person if any provisions of or payments under this Agreement are determined to constitute deferred compensation subject to
Section 409A but not to satisfy the conditions of Section 409A.
22.
Assignment. The rights and obligations of the Company under this Agreement will be transferable, and all of its covenants and agreements
will be binding upon and be enforceable by its successors and assigns. You may not assign this offer of employment and the terms and conditions stated
herein.
23.
Survivorship. Upon the expiration or other termination of this Agreement or your employment, the respective rights and obligations of the
parties hereto shall survive to the extent necessary to carry out the intentions of the parties under this Agreement.
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If you agree to the terms set forth in this Agreement please acknowledge your agreement by signing the signature line set forth below.
Sincerely,
LEXINGTONPARK PARENT CORP.
By:
Name:
Title:

/s/ Christopher A. White
Christopher A. White
Vice President

By:
Name:
Title:

/s/ Jeffrey Solomon
Jeffrey Solomon
President

AGREED AND ACCEPTED:
Signed:

/s/ David M. Malcolm
David M. Malcolm

Date:

June 3, 2009

Signature Page to Appendix A of Employment Letter of David Malcolm

Exhibit 10.4
EXECUTION COPY
July 10, 2009
Christopher A. White
At the address last on the records of Cowen
Dear Chris:
As you know, Cowen Group, Inc. (“Cowen”) has entered into a Transaction Agreement and Agreement and Plan of Merger (the “Transaction
Agreement”) with LexingtonPark Parent Corp. (the “Company”), Lexington Merger Corp., Park Exchange LLC (the “Exchange Sub”), and Ramius LLC
(“Ramius”), pursuant to which, among other things, Cowen will become a wholly owned subsidiary of the Company and Exchange Sub will acquire
substantially all of the assets and assume all of the liabilities of Ramius (collectively, the “Transaction”). The Company and Cowen desire to have your
continued dedication and service pending and following the Transaction. Accordingly, we are pleased to offer you continued employment with the Company
and its subsidiaries, and we look forward to continuing our mutually rewarding and beneficial relationship. Cowen, the Company and you previously entered
into a letter agreement on June 3, 2009, which outlined the terms of your continued employment (the “Prior Agreement”). Given that the terms of your
continued employment have changed since the parties entered into the Prior Agreement, the parties wish to enter into this letter agreement (the “Agreement”),
which will outline such updated terms of your continued employment and will supersede the Prior Agreement. This Agreement will become effective upon
the Effective Time (as defined in the Transaction Agreement) (the “Effective Date”) and, as more fully set forth below, shall, as of the Effective Date,
supersede any and all prior employment agreements and letters concerning your employment with Cowen and its subsidiaries, including, without limitation,
the Prior Agreement.
1.
Term. This Agreement provides the details of the terms of your employment from and following the Effective Date until termination of
your employment (the “Term”), and certain other terms and conditions of your employment with the Company and its subsidiaries that continue beyond the
Term unless otherwise specified.
2.
Position. You shall be employed as a Managing Director and the Chief Financial Officer of the Company and shall report directly to the
Chief Executive Officer of the Company, and you shall also be appointed, on the Effective Date, to serve as a member of the Company’s Operating
Committee. You shall have the duties, responsibilities and authority commensurate with your title and position and such other duties and responsibilities as
may be reasonably assigned to you by the Chief Executive Officer of the Company. You shall continue to be subject to, and must comply with, all policies
and procedures applicable to employees of the Company’s Broker-Dealer subsidiary (the “BD Subsidiary”), as now existing or as may be modified or
supplemented from time to time by the BD Subsidiary.

3.

Compensation and Benefits.

a.
Base Salary. You will be paid a base salary at the rate of not less than Four Hundred Thousand Dollars ($400,000) per annum
(“Base Salary”), payable in accordance with the Company’s prevailing payroll practices but no less frequently than monthly. The term Base Salary as utilized
in this Agreement shall refer to Base Salary as in effect from time to time, including any increases. Except as otherwise provided in this Agreement, any
obligation to pay your Base Salary will cease upon the termination of your employment.
b.
Annual Bonus. For each calendar year during which you are employed by the Company, you shall be entitled to earn an annual
performance-based bonus pursuant to a Company bonus plan as determined by the Chief Executive Officer of the BD Subsidiary in consultation with the
Chief Executive Officer of the Company (the “Internal Committee”), and, if necessary, approved by the Compensation Committee of the Company’s Board of
Directors (the “Compensation Committee”). The total annual bonus that may be earned by you for any calendar year is referred to herein as the “Annual
Bonus.” Your Annual Bonus shall be determined consistently with and on the same basis as, and shall have terms and conditions no less favorable than those
that apply to, other similarly situated executives of the Company. Your Annual Bonuses may, at the discretion of the Internal Committee and/or the
Compensation Committee, and consistent with similarly situated executives of the Company, include a certain percentage of restricted securities, other stock
or security-based awards or deferred cash or other deferred compensation.
c.
Benefits. During the Term, you will be entitled to employee benefits, fringe benefits and perquisites consistent with, and on the
same basis as, similarly situated executives of the Company, subject to the terms of the Transaction Agreement, including, without limitation, the provisions
contained in Section 7.6 thereof.
d.
Expense Reimbursement. During the Term, the Company shall reimburse you for all reasonable expenses incurred by you in the
performance of your duties in accordance with the Company’s policies applicable to similarly situated executives of the Company. All reimbursements
provided under this Agreement shall be made or provided in accordance with the requirements of Section 409A (“Section 409A”) of the Internal Revenue
Code of 1986, as amended (the “Code”).
e.
4.

Vacation. During the Term, you shall be eligible for paid-time off in accordance with the BD Subsidiary’s vacation policy.

Restricted Stock Award.

a.
Award. The Company will grant you, effective as of the Effective Date, 115,533 restricted shares of Company common stock
(“Common Stock”) (the “Restricted Stock Award”) on the terms and conditions set forth in this paragraph 4; provided, however, if as of the Effective Date,
the Company’s shareholders have not approved an amendment or a successor plan to the Cowen Group, Inc. 2007 Equity and Incentive Plan and the Cowen
Group, Inc. 2006
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Equity and Incentive Plan (together, the “Cowen Plan”) and there are not sufficient shares under the Cowen Plan to grant you the entire amount of shares of
Common Stock subject to the Restricted Stock Award, you will be granted a “Pro-Rata Restricted Stock Award” on the Effective Date. For purposes of this
Agreement, a “Pro-Rata Restricted Stock Award” means that number of restricted shares of Common Stock equal to the product of (i) (x) the total number of
shares of Common Stock subject to your Restricted Stock Award, divided by (y) the total number of shares of Common Stock subject to similar restricted
stock awards or restricted stock unit awards to be granted on the Effective Date and (ii) the total number of shares of Common Stock available for grant under
the Cowen Plan on the Effective Date.
b.
Failure to Grant the Entire Restricted Stock Award on the Effective Date. In the event that the Company has not granted you the
entire Restricted Stock Award on the Effective Date, the Company shall, by July 1, 2010, grant you any theretofore ungranted portion of the Restricted Stock
Award; provided, however, if there are not sufficient shares available to grant you such ungranted portion of the Restricted Stock Award by July 1, 2010, the
Company shall instead, in no event later than July 1, 2010, grant you the right to receive an amount in cash equal to One Million Dollars ($1,000,000), less
the Effective Date value of the Pro-Rata Restricted Stock Award and any other portion of the Restricted Stock Award, if any, previously granted to you (such
cash award, the “Cash Makeup Award”).
c.
Vesting. The Restricted Stock Award (or the Cash Makeup Award, as applicable) shall vest and become free of restrictions in two
equal installments on each of the second and third anniversaries of the Effective Date, provided that you are employed by the Company or a subsidiary
thereof and have not yet given notice to terminate your employment without Good Reason (as set forth in paragraph 6 below) as of such date.
Notwithstanding the foregoing, any theretofore unvested portion of the Restricted Stock Award (or the Cash Makeup Award, as applicable) shall immediately
vest in full and become free of restriction (and, in the case of the Cash Makeup Award, be paid in cash within thirty (30) days of the date of termination), in
the event that, (i) your employment is terminated (x) by the Company other than for Cause (as defined below), (y) due to your death or Disability (as defined
below) or (z) by you for Good Reason (as defined below) or (ii) a Change in Control of the Company (as defined in the Cowen Group, Inc. 2007 Equity and
Incentive Plan, as may be revised to reflect the structure of the Company following the Transaction) occurs after the Effective Date (each of the events in
clauses (i) and (ii), an “Accelerated Vesting Event”). In the event that an Accelerated Vesting Event occurs prior to the Company having granted you any
portion of the Restricted Stock Award or the Cash Makeup Award, as applicable, you shall vest in full in, and be paid in cash within thirty (30) days of the
date of termination (or, in the event of a Change in Control, on the date of such Change in Control), an amount in cash equal to the theretofore ungranted
portion of the Restricted Stock Award.
d.
Registration. As of the Effective Date, the Company shall, at its expense, reserve for issuance a number of shares of Common
Stock at least equal to the number of shares of Common Stock that will be subject to the Restricted Stock Award and shall, as soon as reasonably possible
after the Effective Date, file a registration statement on Form S-8 (or any successor form, or if Form S-8 is not available, other appropriate forms) with respect
to the
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shares of Common Stock subject to the Restricted Stock Award. The Company shall thereafter maintain the effectiveness of such registration statement or
registration statements (and maintain the current status of the prospectus or prospectuses contained therein) for so long as you hold the Restricted Stock
Award (or any portion thereof) or any of the shares of Common Stock that were previously subject to the Restricted Stock Award, or until such earlier date as
such Restricted Stock Award and shares of Common Stock, as applicable, may otherwise be freely sold under applicable law.
e.
Other Terms of Restricted Stock Award; Form of Agreement. The terms of your Restricted Stock Award will be evidenced in an
award agreement by and between you and the Company, which will be substantially in the same form as (and shall in no event contain terms less favorable to
you than those contained in) the “Form of 2007 Equity Award Agreement for Executive Officers” filed as Exhibit 10.25 to the Cowen Group, Inc. Form 10-K
for the year ended December 31, 2008, provided that such award agreement will be modified to incorporate the terms of this Agreement (including, without
limitation, the defined terms contained herein and the restrictive covenants set forth herein) which shall, in any event, control.
5.

Termination of Employment.

a.
By the Company Other than for Death, Disability or for Cause; By You for Good Reason. If your employment is terminated (i) by
the Company for any reason other than due to (x) your death or Disability (as defined below) or (y) for Cause (as defined below) or (ii) by you upon
resignation for Good Reason (as defined below), you shall be entitled to receive (A) that portion of your Base Salary earned, but unpaid as of the date of
termination, paid within thirty (30) days of the date of your termination, (B) any Annual Bonus earned by you for a prior completed calendar year to the
extent not theretofore paid and not theretofore deferred (with any such deferred amounts to be paid in accordance with and at the times set forth in the
applicable deferral arrangement) paid at the same time as all other Company annual bonuses are paid for the year in which your employment terminates, but
in no event later than March 15 of the calendar year following the year in which your employment terminates (the amounts described in clauses (A) and (B),
and the times at which such amounts are paid, shall be hereinafter referred to as the “Accrued Obligations”), and (C) in addition to any rights you have with
respect to the Restricted Stock Award under paragraph 4 of this Agreement, (1) any outstanding equity awards shall become fully vested and exercisable and
any restrictions thereon shall lapse effective as of your date of termination (provided that any delays in payment or settlement set forth in such grant or award
agreements that are required under Section 409A shall remain effective) and (2) any stock options outstanding as of your date of termination shall remain
exercisable for the remainder of the respective terms of such stock options (taking into account any provisions of the equity incentive plan or option
agreements that cause them to expire or be replaced in connection with changes in control or similar events) (clauses (1) and (2) collectively referred to herein
as the “Equity Benefits”).
b.
Death or Disability. Your employment shall terminate on your death. If you become “Disabled,” the Company may terminate
your employment by giving you thirty (30) days’ written notice of its intention to do so unless you return to full-time performance of your
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duties within such thirty (30)-day period. “Disabled” and “Disability,” as used herein, shall mean your inability to perform the essential duties and
responsibilities of your job with or without reasonable accommodation, for a continuous period of ninety (90) days or more, or for one hundred twenty (120)

days or more in a twelve (12)-month period, due to a physical or mental condition. Disputes on the issues of Disability shall be determined by an impartial,
reputable physician agreed upon by the parties or their respective doctors. Upon termination under this paragraph 5b, in addition to any rights you have under
paragraph 4 of this Agreement, you or your estate shall be entitled to receive (i) the Accrued Obligations and (ii) the Equity Benefits.
c.
Termination for Cause. The Company may terminate your employment with or without Cause. Upon termination of employment
for Cause, you shall be entitled to receive only that portion of your Base Salary earned, but unpaid, as of the date of termination, payable no later than thirty
(30) days after your date of termination. For purposes of this Agreement, “Cause” shall mean the occurrence of an event set forth in clauses (i) through
(iv) below as determined by the Company in good faith:
i.

your conviction of any crime (whether or not related to your duties at the BD Subsidiary), with the exception of minor

ii.
your employment;

fraud, dishonesty, gross negligence or substantial misconduct in the performance of your duties and responsibilities of

traffic offenses;

iii.
your material violation of or failure to comply with the Company’s internal policies or the rules and regulations of any
regulatory or self-regulatory organization with jurisdiction over the BD Subsidiary;
iv.

your failure to perform the material duties of your position.

In the case of clauses (ii) through (iv) above, to the extent your alleged breach is reasonably subject to cure, your employment shall not be terminated for
Cause unless and until you have been given written notice and shall have failed to correct any such violation, failure or refusal to follow instructions within
ten (10) business days of such notice.
d.
Termination By You without Good Reason. You may terminate your employment with or without “Good Reason”. Upon
termination of your employment by you without Good Reason, you shall be entitled to receive only that portion of your Base Salary earned, but unpaid, as of
the effective date of termination, payable no later than thirty (30) days after the effective date of termination . For purposes of this Agreement, “Good
Reason” shall mean:
i.
any requirement that your services during the Term be rendered primarily at a location or locations other than the
Company’s or the BD Subsidiary’s offices in the New York City metropolitan area;
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ii.
a material diminution by the Company or the BD Subsidiary of your roles and responsibilities, it being agreed and
understood that your roles and responsibilities may change on terms that are mutually acceptable to you, the Company, and the BD Subsidiary, and
such change will be deemed not to be a material diminution within the meaning of this clause; or
iii.

any material breach of this Agreement by the Company.

In order to invoke a termination for Good Reason, you must provide written notice to the Company of the existence of the conditions giving rise to such
“Good Reason” within ninety (90) days following your knowledge of the initial existence of such condition or conditions, and the Company shall have thirty
(30) days following receipt of such written notice (the “Cure Period”) during which it may remedy the condition. In the event that the Company fails to
remedy the condition constituting Good Reason during the Cure Period, you must deliver notice to the Company of your intention to terminate employment,
if at all, within ninety (90) days following the Cure Period in order for such termination to constitute a termination for Good Reason.
e.
Further Effect of Termination on Board and Officer Positions. If your employment ends for any reason, you agree that you will
cease immediately to hold any and all officer or director positions you then have with the Company or any subsidiary, absent a contrary direction from the
Board of Directors of the Company (which may include either a request to continue such service or a direction to cease serving upon notice without regard to
whether your employment has ended). You hereby irrevocably appoint the Company to be your attorney-in-fact to execute any documents and do anything in
your name to effect your ceasing to serve as a director and officer of the Company and any subsidiary, should you fail to resign following a request from the
Company to do so. A written notification signed by a director or duly authorized officer of the Company that any instrument, document or act falls within the
authority conferred by this clause will be conclusive evidence that it does so.
f.
No Mitigation; Offset. In no event shall you be obligated to seek other employment or take any other action by way of mitigation
of the amounts payable to you under any of the provisions of this Agreement and such amounts shall not be reduced whether or not you obtain other
employment. In the event of your termination of employment, the Company may offset, to the fullest extent permitted by law, any amounts due to the
Company from you, or advanced or loaned to you by the Company, from any monies owed to you or your estate by reason of your termination, except to the
extent such withholding or offset is not permitted under Section 409A without the imposition of additional taxes or penalties on you.
6.
Notice of Termination. You shall not voluntarily terminate your employment relationship with the Company or any of its affiliates without
Good Reason (including, due to retirement) without first giving the Company at least one hundred eighty (180) days’ prior written notice of the effective date
of your retirement, resignation or other termination (the “Notice Period”). Such written notice shall be sent by certified mail to the General Counsel of the
Company at the Company’s primary New York address. The Company retains the right to waive the notice requirement in whole or in part or to place you on
paid leave for all or part of
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the Notice Period. In the alternative, at any time after you give notice, the Company may, but shall not be obligated to, provide you with work and (a) require
you to comply with such conditions as it may specify in relation to transitioning your duties and responsibilities; (b) assign you other duties; or (c) withdraw
any powers vested in, or duties assigned to you. You and the Company shall take all steps necessary (including with regard to any post-termination services
by you) to ensure that any termination of your employment described in this Agreement constitutes a “separation from service” within the meaning of

Section 409A, and notwithstanding anything contained herein to the contrary, the date on which such separation from service takes place shall be the “date of
termination of your employment.”
7.
Non-Solicitation. While employed and for a period of one (1) year following your date of termination for any reason whatsoever, you shall
not, without the prior written consent of the Company, directly or indirectly: (a) solicit or induce, or cause others to solicit or induce, any employees of the
Company to leave the Company or in any way modify their relationship with the Company; (b) hire or cause others to hire any employees of the Company;
(c) encourage or assist in the hiring process of any employees of the Company or in the modification of any such employee’s relationship with the Company,
or cause others to participate, encourage or assist in the hiring process of any employees of the Company; or (d) directly or indirectly solicit the trade or
patronage of any clients or customers or any prospective clients or customers of the Company with respect to any investment banking or alternative
investment products, services, trade secrets or other investment banking or alternative investment product matters in which the Company is active, which
includes, but is not limited to, investment banking, hedge fund and private equity investments, sales and trading and/or research. For purposes of paragraphs
7, 8, 9 and 10 of this Agreement, Company shall mean the Company and its controlled affiliates. This provision shall survive the expiration of the Term.
8.
Non-Competition. During the Term (including any applicable Notice Period), you may not, anywhere in the United States or elsewhere in
the world, directly or indirectly, be employed by, assist or otherwise be affiliated with any Competitor of the Company. For purposes of this Agreement,
“Competitor” of the Company shall mean any public or private investment banking or commercial banking firm, as well as any firm engaging in alternative
investment strategies, including hedge fund and private equity fund investments, as well as any of such firms’ subsidiaries or controlled affiliates; provided,
that ownership for personal investment purposes only of less than 2% of the voting stock of any publicly held corporation shall not constitute a violation
hereof.
9.
Non-Disclosure of Confidential Information. You shall not at any time, whether during your employment or following the termination of
your employment, for any reason whatsoever, directly or indirectly, disclose or furnish to any entity, firm, corporation or person, except as otherwise required
by law or in the direct performance of your duties, any confidential or proprietary information of the Company with respect to any aspect of its operations,
business or clients. “Confidential or proprietary information” shall mean information generally unknown to the public to which you gain access by reason of
your employment by the Company and includes, but is not limited to, information relating to all present or potential customers, business
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and marketing plans, sales, trading and financial data and strategies, operational costs, and employment benefits and compensation. This provision shall
survive the expiration of the Term.
10.
Company Property. All records, files, memoranda, reports, customer information, client lists, documents and equipment relating to the
business of the Company, which you prepare, possess or come into contact with while you are an employee of the Company, shall remain the sole property of
the Company. You agree that upon the termination of your employment, you shall provide to the Company all documents, papers, files or other material in
your possession and under your control that are connected with or derived from your services to the Company. You agree that the Company owns all work
product, patents, copyrights and other material produced by you during your employment with the Company. This provision shall survive the expiration of
the Term.
11.
Injunctive Relief. In the event of a breach by you of your obligations under this Agreement, the Company, in addition to being entitled to
exercise all rights granted by law, including recovery of damages, will be entitled to specific performance of its rights under this Agreement. You
acknowledge that the Company shall suffer irreparable harm in the event of a breach or prospective breach of paragraphs 7, 8, 9 and/or 10 hereof and that
monetary damages would not be adequate relief. Accordingly, the Company shall be entitled to seek injunctive relief in any federal or state court of
competent jurisdiction located in New York County, or in any state in which you reside. This provision shall survive the expiration of the Term.
12.
Arbitration. Any and all disputes arising out of or relating to your employment or the termination of your employment pursuant to this
Agreement, including any statutory claims based on alleged discrimination, will be submitted to and resolved exclusively by the American Arbitration
Association (“AAA”) pursuant to the AAA’s Employment Arbitration Rules and Mediation Procedures. The arbitration shall be held in the City of New
York. The Company and you each hereby irrevocably waive any right to a trial by jury in any action, suit or other legal proceeding arising under or relating
to any provision of this Agreement. The arbitration award shall be binding upon both parties, and judgment upon the award may be entered in a court of
competent jurisdiction.
13.
Severability. Should any provision herein be rendered or declared legally invalid or unenforceable by a court of competent jurisdiction or
by the decision of an authorized governmental agency, invalidation of such part shall not invalidate the remaining portions thereof.
14.
Treatment of Current Equity; Share Lockup. Notwithstanding anything to the contrary in any of (i) the Cowen Group, Inc. 2007 Equity and
Incentive Plan, (ii) the Cowen Group, Inc. 2006 Equity and Incentive Plan, (iii) the Transaction Agreement, and (iv) any other applicable agreement, contract,
or arrangement between you and Cowen or any of its subsidiaries, you hereby agree that neither the Transaction nor any related transaction shall result in the
accelerated vesting of, or lapsing of restrictions on, any outstanding equity awards held by you as of the Effective Date. You shall be prohibited from selling
any portion of the shares of Common Stock held by you as of the Effective Date or received (net of any shares sold or
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withheld at that time to pay taxes) by you upon the vesting and/or exercise of equity awards granted to you prior to the Effective Date, in either case until the
first to occur of (a) the one (1) year anniversary of the Effective Date, (b) your termination of employment by the Company without Cause, due to your death
or Disability, or by you for Good Reason, and (c) the occurrence of a Change in Control of the Company occurring after the Effective Date.
15.
Complete Agreement. The provisions herein contain the entire agreement and understanding of the parties regarding compensation and
your employment and shall, as of the Effective Date, fully supersede any and all prior agreements, representations, promises or understandings, written or
oral, between them pertaining to the subject matter, including, without limitation, the Prior Agreement. In the event that either (i) the Transaction is not
consummated, (ii) the Transaction Agreement is terminated in accordance with its terms or (iii) your employment with Cowen has terminated prior to the
Effective Date, this Agreement shall be null and void ab initio and of no further force and effect. The provisions of this Agreement may not be changed or
altered except in writing signed by you and a duly authorized agent of the Company.

16.
Choice of Law. The interpretation and application of the terms herein, and your employment relationship at the Company, shall be
governed by the laws of the State of New York without regard to principles of conflict of laws.
17.
No Waiver. Any failure by either party to exercise its rights to terminate this offer or to enforce any of its provisions shall not prejudice
such party’s rights of termination or enforcement for any subsequent or further violations, breaches or defaults by the other party. A waiver of any provision
of this Agreement shall not be valid or effective unless memorialized in writing and signed by both parties to this Agreement.
18.
Assignment. The rights and obligations of the Company under this Agreement will be transferable, and all of its covenants and agreements
will be binding upon and be enforceable by its successors and assigns. You may not assign your rights under this Agreement and the terms and conditions
stated herein.
19.
Tax Compliance. The Company or any of its applicable affiliates shall withhold from any amounts payable or provided under this
Agreement such federal, state or local taxes as shall be required to be withheld under any applicable law or regulation and other required or applicable
deductions. If and to the extent any portion of any payment, compensation or other benefit provided to you in connection with your separation from service
(as defined in Section 409A) is determined to constitute “nonqualified deferred compensation” within the meaning of Section 409A and you are a specified
employee as defined in Section 409A(a)(2)(B)(i), as determined by the Company or any of its applicable affiliates in accordance with its procedures, by
which determination you hereby agree that you are bound, such portion of the payment, compensation or other benefit shall not be paid before the day that is
six months plus one day after the date of separation from service (as determined under Section 409A (the “New Payment Date”), except as Section 409A may
then permit. The aggregate of any payments that otherwise would have been paid to you during the period between the date of separation from service and
the New Payment Date shall be paid to you in a lump sum on such New Payment Date, and any
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remaining payments will be paid on their original schedule. If you die during the postponement period, the amounts and entitlements delayed on account of
Section 409A of the Code shall be paid to the personal representative of your estate on the first to occur of the New Payment Date and thirty (30) days after
the date of your death. For purposes of this Agreement, each amount to be paid or benefit to be provided shall be construed as a separate payment for
purposes of Section 409A, and any payments that are due within the “short term deferral period” as defined in Section 409A shall not be treated as deferred
compensation unless applicable law requires otherwise. Neither the Company nor any of its applicable affiliates nor you shall have the right to accelerate or
defer the delivery of any such payments or benefits except to the extent specifically permitted or required by Section 409A. All reimbursements and in-kind
benefits provided under this Agreement that constitute deferred compensation within the meaning of Section 409A shall be made or provided in accordance
with the requirements of Section 409A, including, without limitation, that (a) in no event shall reimbursements to you under this Agreement be made later
than the end of the calendar year next following the calendar year in which the applicable fees and expenses were incurred, provided, that you shall have
submitted an invoice for such fees and expenses at least ten (10) days before the end of the calendar year next following the calendar year in which such fees
and expenses were incurred; (b) the amount of in-kind benefits that you are entitled to receive in any given calendar year shall not affect the in-kind benefits
that you are entitled to receive in any other calendar year; (c) your right to such reimbursements and in-kind benefits may not be liquidated or exchanged for
any other benefit; and (d) in no event shall your entitlement to such reimbursements or such in-kind benefits apply later than your remaining lifetime (or if
longer, through the twentieth (20th) anniversary of the Effective Date). This Agreement is intended to comply with the provisions of Section 409A and shall,
to the extent practicable, be construed in accordance therewith. In no event shall a tax gross-up payment be paid later than the end of the year following the
year that the related taxes, or taxes on the underlying income or imputed income, are remitted to the applicable taxing authority. Terms defined in this
Agreement shall have the meanings given such terms under Section 409A if and to the extent required to comply with Section 409A. In any event, neither the
Company nor any of its affiliates makes any representations or warrant and shall have no liability to you or any other person if any provisions of or payments
under this Agreement are determined to constitute deferred compensation subject to Section 409A but not to satisfy the conditions of Section 409A.
20.
Survivorship. Upon the expiration or other termination of this Agreement or your employment, the respective rights and obligations of the
parties hereto shall survive to the extent necessary to carry out the intentions of the parties under this Agreement.
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Please indicate your acceptance of these terms by signing and returning one copy of this Agreement. The second copy is for your records.
Sincerely,
COWEN GROUP, INC.
By:
Name:
Title:
ACKNOWLEDGED AND AGREED:
LexingtonPark Parent Corp.
By:
Name:
Title:

/s/ Marran Ogilvie
Marran Ogilvie
Secretary

/s/ J. Kevin McCarthy
J. Kevin McCarthy
General Counsel

AGREED AND ACCEPTED:
Signed: /s/ Christopher A. White
Christopher A. White
Date:

July 10, 2009
[Signature Page to White Employment Letter]
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Certification
I, David M. Malcolm, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Cowen Group, Inc:

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

5.

a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c)

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d)

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control
over financial reporting.

Date: August 6, 2009

/s/ DAVID M. MALCOLM
David M. Malcolm
Chief Executive Officer and President
(principal executive officer)
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Certification
I, Thomas K. Conner, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Cowen Group, Inc:

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

5.

a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c)

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d)

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control
over financial reporting.

Date: August 6, 2009

/s/ THOMAS K. CONNER
Thomas K. Conner
Chief Financial Officer and Treasurer
(principal financial officer and principal
accounting officer)
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CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Cowen Group, Inc. (the "Company") on Form 10-Q for the quarter ended June 30, 2009, as filed with the
Securities and Exchange Commission on the date hereof (the "Report"), each of the undersigned officers of the Company certifies, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to such officer's knowledge:
1.

The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2.

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: August 6, 2009

/s/ DAVID M. MALCOLM
David M. Malcolm
Chief Executive Officer and President
(principal executive officer)
/s/ THOMAS K. CONNER
Thomas K. Conner
Chief Financial Officer and Treasurer
(principal financial officer and principal accounting officer)
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