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Royce & Associates Sees Buying Opportunity in Select Sectors within the Small Cap
Universe

Singapore — 31 May 2011 - US small cap specialist Royce & Associates (Royce) says there
are still plenty of good investing opportunities within the small-cap universe despite the market’s
strong first-quarter performance. Given the better-than-expected earnings and balance sheets,
and the fact that a large part of the small-cap market, such as the housing and financials
sectors, still has not participated in the current recovery, the firm believes that positive news has
yet to be fully priced in.

“Outside of fundamental equity analysis, it is worth noting that for years money has been
pouring into fixed income investments but there is evidence that some of the money is now
flowing back into the equity market. This basic supply/demand consideration on stocks is also
in equity investors’ favour,” says William Hench, portfolio manager at Royce & Associates.

Merger and acquisition activity has been picking up and Royce believes that the M&A cycle will
likely heat up further, particularly within the technology and healthcare sectors, due mainly to
the extremely well-funded balance sheets and positive business outlook.

On earnings outlook, Royce expects that while there will be disappointments, there will also be
opportunities to invest in additional new stocks.

“There were huge buying opportunities in 2008 and 2009, and while general expectations were
not high at the time, it had nonetheless worked out well. Obviously, those sorts of valuations are
not available now. Instead it is a pretty normal market in that we have a recovery and there are
questions as to whether it is a good recovery or bad recovery and will employment ever
improve. The key is to remain focused on taking advantage of those stocks that are cheap,”
concludes Mr. Hench.

-end-

Notes to editors

About Royce & Associates

Royce & Associates is a wholly owned affiliate of Legg Mason, Inc. entirely focused on the US
Small Cap market. President and Co-Chief Investment Officer, Charles M. Royce, one of the
pioneers of small-cap investing, began to run the firm in 1972.
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About Legg Mason

Legg Mason, Inc., headquartered in Baltimore, USA, is a global investment management firm
with US$672 billion assets under management, as of April 30, 2011. Serving clients in 180
countries, Legg Mason is the 10th largest asset manager in the world. Legg Mason’s wholly-
owned, independently-operated investment subsidiaries manage equity and fixed income assets
across the world’s major markets. Collectively, they offer a broad spectrum of asset
management styles.

Legg Mason’s website in Singapore : www.leggmason.com.sg

Important Information

Source: Royce & Associates. This document, provided by Legg Mason Asset Management Singapore
Pte. Limited ("Legg Mason"), is for information only and does not constitute an offer or solicitation to buy
or sell any units in any fund.

The views expressed are opinions of the portfolio managers as of the date of this document and are
subject to change based on market and other conditions without notice and may differ from other portfolio
managers or of the firm as a whole. Any forecast of future events is not indicative or a guarantee of future
results or investment advice.

The mention of any individual securities/funds should neither constitute nor be construed as a
recommendation to purchase or sell securities, and the information provided regarding such individual
securities/funds is not a sufficient basis upon which to make an investment decision. Portfolio allocations,
holdings, and characteristics are subject to change at any time. Legg Mason, its affiliates, officers or
directors, may have an interest in the acquisition or disposal of the securities mentioned herein.

These opinions are not intended to be a forecast of future events, a guarantee of future results or
investment advice.

Although information has been obtained from sources that Legg Mason believes to be reliable, no
guarantee can be given as to its accuracy and such information may be incomplete or condensed and
may be subject to change at any time without notice.

Any statistics have been obtained from sources believed to be reliable, but the accuracy and
completeness of the information cannot be guaranteed. Investment involves risks, including possible loss
of principal. Past performance is not indicative of future results.

Neither Legg Mason nor any officer or employee of Legg Mason accepts any liability whatsoever for any
loss arising from any use of this document or its contents. The information in this document is
confidential and proprietary and may not be used other than by the intended user. This document may not
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be reproduced, distributed or published without prior written permission from Legg Mason. Distribution of
this document may be restricted in certain jurisdictions. Any persons coming into possession of this
document should seek advice for details of, and observe, such restrictions (if any).

Legg Mason Asset Management Singapore Pte. Limited is the legal representative of Legg Mason, Inc. in
Singapore. Registration Number (UEN): 200007942R.
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