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PART |
FINANCIAL INFORMATION

Iltem. 1 Financial Statements

OPPENHEIMER HOLDINGS INC.
CONDENSED CONSOLIDATED BALANCE SHEETS (unaudited)

March 31, December 31,

2011 2010
(Expressed in thousands of dollars)
ASSETS
Cash and cash equivalents $52,940 $52,854
Cash and securities segregated for regulatory and
other purposes 150,157 142,446
Deposits with clearing organizations 26,487 23,228
Receivable from brokers and clearing organization 348,663 302,844
Receivable from customers, net of allowance for
doubtful accounts of $2,716 ($2,716 in 2010) 974,658 924,817
Income taxes receivable 3,482 4979
Securities purchased under agreement to resell 201,500 347,070
Securities owned, including amounts pledged 84§15
($102,501 in 2010), at fair value 962,336 367,019
Notes receivable, net 57,231 59,786
Office facilities, net 21,099 22,875
Intangible assets, net 39,897 40,979
Goodwiill 132,472 132,472
Other 185,746 198,665

$3,156,668 $2,620,034

(Continued on next page)

The accompanying notes are an integral part oétbesdensed consolidated financial statements.



OPPENHEIMER HOLDINGS INC.
CONDENSED CONSOLIDATED BALANCE SHEETS (unaudited)

March 31, December 31,

2011 2010
(Expressed in thousands of dollars)
LIABILITIES AND EQUITY
Liabilities
Drafts payable $42,436 $61,055
Bank call loans 113,200 147,000
Payable to brokers and clearing organizations 531,529 372,697
Payable to customers 520,471 406,916
Securities sold under agreement to repurchase 542,301 390,456
Securities sold, but not yet purchased, at fines 377,747 160,052
Accrued compensation 105,859 175,938
Accounts payable and other liabilities 274,711 262,506
Senior secured credit note 22,378 22,503
Subordinated note 100,000 100,000
Deferred income tax, net 20,180 16,295
Excess of fair value of acquired assets over cost 7,020 7,020
2,657,832 2,122,438
Equity
Oppenheimer Holdings Inc. stockholders' equity
Share capital
Class A non-voting common stock
(2011 — 13,535,063 shares issued and ouistand
2010 — 13,268,522 shares issued and ouistgnd 61,548 51,768
Class B voting common stock
99,680 shares issued and outstanding 133 133
61,681 51,901
Contributed capital 34,696 47,808
Retained earnings 398,234 394,648
Accumulated other comprehensive income 518 207
Total Oppenheimer Holdings Inc. stockholders’igqu 495,129 494,564
Noncontrolling interest 3,707 3,032
Total equity 498,836 497,596

$3,156,668 $2,620,034

The accompanying notes are an integral part oétbesdensed consolidated financial statements.



OPPENHEIMER HOLDINGS INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS &udited)

Three months ended

March 31,
2011 2010
Expressed in thousands of dollars, except she
and per share amounts
REVENUE:
Commissions $136,85  $138,19
Principal transactions, net 10,99: 20,17¢
Interest 14,78¢ 9,57¢
Investment banking 28,44 25,18
Advisory fees 48,44 42 79:
Other 13,89: 10,24
253,41 246,17
EXPENSES:
Compensation and related expenses 170,41! 158,17
Clearing and exchange fees 6,31 6,56
Communications and technology 15,93¢ 16,44(
Occupancy and equipment costs 18,54t 18,46(
Interest 7,77¢ 5,301
Other 24,60: 25,37
243,58 230,31!
Profit before income taxes 9,82¢ 15,86(
Income tax provision 4 06¢ 6,49¢
Net profit for the period 5,76: 9,34
Less net profit attributable to non-controlling
interest, net of tax 67" 19¢
Net profit attributable to Oppenheimer
Holdings Inc. $5,08! $9,16¢
Profit per share attributable to Oppenheimer
Holdings Inc.:
Basic $0.3¢ $0.6¢
Diluted $0.3¢ $0.6¢
Weighted average common shares
Basic 13,550,72 13,296,98
Diluted 14,203,41 13,855,98
Dividends declared per share $0.1: $0.11

The accompanying notes are an integral part oétbesdensed consolidated financial statements.



OPPENHEIMER HOLDINGS INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIWECOME

(unaudited)
Three months ended
March 31,

2011 2010
Expressed in thousands of dollars
Net profit for the period $5,76: $9,364
Other comprehensive income:
Currency translation adjustment 23¢ 285
Change in cash flow hedges, net of tax 72 (367)
Comprehensive income for the period 6,07: 9,282
Comprehensive income attributable to non-
controlling interests 67¢ 196
Comprehensive income attributable to Oppenhe
Holdings Inc. $5,39° $9,086

The accompanying notes are an integral part oétbesdensed consolidated financial statements.



OPPENHEIMER HOLDINGS INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS @umlited)

Three months ended
March 31,
2011 2010

Expressed in thousands of dollars

Cash flows from operating activities:
Net profit for the period $5,76: $9,364
Adjustments to reconcile net profit to net castdusebperating activities:

Non-cash items included in net profit:

Depreciation and amortization 3,527 3,088
Deferred income tax 3,88t 10,263
Amortization of notes receivable 5,08’ 4,916
Amortization of debt issuance costs 27: 233
Amortization of intangibles 1,08: 1,081
Provision for doubtful accounts - 29
Share-based compensation 4,83¢ (1,769)
Decrease (increase) in operating assets:
Cash and securities segregated for regulatwhother purposes (7,711 (8,534)
Deposits with clearing organizations (3,259 (3,400)
Receivable from brokers and clearing orgaioiza (45,819 38,646
Receivable from customers (49,841 31,408
Income taxes receivable 1,49° (8,226)
Securities purchased under agreement td resel 145,571 (186,425)
Securities owned (595,317 (157,333)
Notes receivable (2,532 (3,116)
Other 12,68 (2,914)
Increase (decrease) in operating liabilities:
Drafts payable (18,619  (12,748)
Payable to brokers and clearing organizations 158,90. 22,932
Payable to customers 113,55 (82,418)
Securities sold under agreement to repurchase 151,84! 186,731
Securities sold, but not yet purchased 217,690 147,078
Accrued compensation (76,647  (75,015)
Accounts payable and other liabilities 12,20! 33,163

Cash provided by (used in) operating activ 38,66  (52,966)
(Continued on next page)




OPPENHEIMER HOLDINGS INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS @umlited) -Continued

Three months ended

March 31,
2011 2010
Expressed in thousands of dollars
Cash flows from investing activities:
Purchase of office facilities (1,549 (1,337)
Cash used in investing activi (1,549 (1,337)
Cash flows from financing activities:
Cash dividends paid on Class A non-voting ara$£B voting common
stock (1,500 (1,463)
Issuance of Class A non-voting common stock 71 2,002
Tax shortfall from share-based compensation (1,672 (64)
Senior secured credit note repayments (225 (500)
Increase (decrease) in bank call loans, net (33,800 37,600

Cash (used in) provided by financing activ (37,026 37,575

Net increase (decrease) in cash and cash equivalent 8¢  (16,728)
Cash and cash equivalents, beginning of period 52,85« 68,918
Cash and cash equivalents, end of period $52,941  $52,190

Schedule of non-cash investing and financing dietsii
Employee share plan issuance $9,70¢ $1,332

Supplemental disclosure of cash flow information:

Cash paid during the periods for interest $11,23. $5,214
Cash paid during the periods for income taxes $52¢ $4,079

The accompanying notes are an integral part oétbesdensed consolidated financial statements.



OPPENHEIMER HOLDINGS INC.

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQY (unaudited)

AS AT MARCH 31,

2011 2010

Expressed in thousands of dollars

Share capital
Balance at beginning of period

Issuance of Class A non-voting common stock
Balance at end of period

Contributed capital

Balance at beginning of period

Vested employee share plan awards
Tax shortfall from share-based awards
Share-based expense

Balance at end of period

Retained earnings
Balance at beginning of period

Net profit for the period attributable to Oppenheiriloldings Inc.

Dividends ($0.11 per share in 2011 and 2010)
Balance at end of period

Accumulated other comprehensive income (loss)
Balance at beginning of period

Currency translation adjustment

Change in cash flow hedges, net of tax

Balance at end of period

Stockholders’ Equity of Oppenheimer Holdings Inc.
Non-controlling interest

Balance at beginning of period

Grant of non-controlling interest

Net profit attributable to non-controlling interdst the period, net of tax

Balance at end of period

Total equity

$51,901  $47,824
9,780 334,

$61,681  $51,158

$47,808  $41,978
(12,662)  (1,287)
(1,672) (64)
1,222 2,260

$34,696  $42,887

$394,648 $362,188
5,086 9,168
(3,500 (1,463)

$398,234 $369,893

$207  $(543)
239 285
72 (367)

$518  $(625)

$495,129 $463,313

$3,032 $-
- 784
675 196
$3,707 $980

$498,836 $464,293

The accompanying notes are an integral part oétbesdensed consolidated financial statements.



OPPENHEIMER HOLDINGS INC.
Notes to Condensed Consolidated Financial Statemefinaudited)

1. Summary of significant accounting policies

Oppenheimer Holdings Inc. ("OPY") is incorporatawter the laws of the State of Delaware. The
consolidated financial statements include the amsoaf OPY and its subsidiaries (together, the
“Company”). The principal subsidiaries of OPY arpp®nheimer & Co. Inc. ("Oppenheimer"), a
registered broker dealer in securities, Oppenhefsset Management Inc. (‘OAM”) and its wholly
owned subsidiary, Oppenheimer Investment Manageimen{“OIM”), both registered investment
advisors under the Investment Advisors Act of 19@ppenheimer Trust Company, a limited
purpose trust company chartered by the State of M&eey to provide fiduciary services such as
trust and estate administration and investment gamant, Oppenheimer Multifamily Housing and
Healthcare Finance, Inc. (formerly Evanston FireinCorporation) (“OMHHF"), which is engaged
in mortgage brokerage and servicing, and OPY Cikedip., which offers syndication as well as
trading of issued corporate loans. Oppenheimer Edl, based in the United Kingdom, provides
institutional equities and fixed income brokeragd aorporate financial services and is regulated by
the Financial Services Authority. Oppenheimer Itwesnts Asia Limited, based in Hong Kong,
China, provides assistance in accessing the U.8itiesq markets and limited mergers and
acquisitions advisory services to Asia-based comparOppenheimer operates as Fahnestock & Co.
Inc. in Latin America. Oppenheimer owns Freedomestments, Inc. (“Freedom”), a registered
broker dealer in securities, which also operatah@8UYandHOLD division of Freedom, offering
on-line discount brokerage and dollar-based invgsservices, and Oppenheimer Israel (OPCO)
Ltd., which is engaged in offering investment seggiin the State of Israel as a local broker dealer
Oppenheimer holds a trading permit on the New Yaidck Exchange and is a member of several
other regional exchanges in the United States.

The Company’s condensed consolidated financiarsitits have been prepared in accordance with
accounting principles generally accepted in thetddniStates of America (“GAAP”). These
accounting principles are set out in the noteb¢oGompany’'s consolidated financial statements for
the year ended December 31, 2010 included in itsuAhReport on Form 10-K for the year then
ended.

Accounting standards require the Company to presamicontrolling interests (previously referred
to as minority interests) as a separate componkrgtockholders’ equity on the Company’s
condensed consolidated balance sheet. As of Mait¢2011, the Company owns 67.34% of
OMHHF and the non-controlling interest recordedhi& condensed consolidated balance sheet was
$3.7 million.

The condensed consolidated financial statementsd@call adjustments, which in the opinion of
management are normal and recurring and necessamyfdir statement of the results of operations,
financial position and cash flows for the interirripds presented. The nature of the Company’'s
business is such that the results of operationthémterim periods are not necessarily indicative
the results to be expected for a full year.

Disclosures reflected in these condensed consetid@ancial statements comply in all material
respects with those required pursuant to the andsregulations of the United States Securities and
Exchange Commission (“SEC") with respect to qubrtiamancial reporting.

Certain prior year amounts have been reclassifiedhform to current year presentation. These
reclassifications had no effect on previously réganet profit.



2. New Accounting Pronouncements

Recently Adopted

In February 2010, the Financial Accounting Standaédard (the “FASB”) issued ASU No.
2010-10, “Consolidation — Amendments for Certainestment Funds”, that will indefinitely
defer the effective date of the updated Variabterkst Entity (“VIE") accounting guidance for
certain investment funds. To qualify for the dedérthe investment fund needs to meet certain
attributes of an investment company, does not leapédicit or implicit obligations to fund losses
of the entity and is not a securitization entity, asset-backed financing entity, or an entity
formerly considered @ualifying special-purpose entity ("QSPE"). The Qumy’s investment
funds meet the conditions in ASU No. 2010-10 andlifufor the deferral adoption. Therefore,
the Company is not required to consolidate anyt®fiivestment funds which are VIEs until
further guidance is issued.

In January 2010, the FASB issued ASU No. 2010-G&ir‘ Value Measurement”. ASU No.
2010-06 requires new disclosures regarding tramsférassets and liabilities measured at fair
value in and out of Level 1 and 2 of the fair vahierarchy. A reporting entity should disclose
separately the amounts of significant transfersand out of Level 1 and Level 2 fair value
measurements and describe the reasons for thefetra®sSU No. 2010-06 also provides
additional guidance on the level of disaggregatbriair value measurements and disclosures
regarding inputs and valuation techniques. The Gam@dopted this disclosure requirement in
the three months ended March 31, 2010. In addifi&@U No.2010-06 requires the reconciliation
of beginning and ending balances for fair value sueaments using significant unobservable
inputs (i.e., Level 3) to be presented on a gr@sisb The Company adopted this requirement in
the period ending March 31, 2011. See note 5.

In December 2010, the FASB issued ASU No. 2010BE8angibles — Goodwill and Other”
which modified Step 1 of the goodwill impairmensttéor reporting units with a zero or negative
carrying value, stating that under such circumstanan entity should perform Step 2 of the
impairment analysis when it is more likely than mioat goodwill is impaired. The Company
adopted this requirement in the period ending M&th2011 with no impact on its financial
statements.

3. Earnings per share

Earnings per share was computed by dividing ndit@tributable to Oppenheimer Holdings Inc.
by the weighted average number of shares of ClassnAvoting common stock (“Class A Stock™)
and Class B voting common stock (“Class B Stockljstanding. Diluted earnings per share
includes the weighted average Class A and Clas®ék $utstanding and the effects of warrants
issued and Class A Stock granted under share-lcasagensation arrangements using the treasury
stock method, if dilutive.



Earnings per share has been calculated as follows:

Dollar amounts are expressed in thousands, exicap amounts

Three months ended
March 31,
2011 2010

Basic weighted average number of
shares outstanding

Net dilutive effect of warrant, treasury
method (1)

Net dilutive effect of sharbased award
treasury method (2)

Diluted weighted average number of
shares outstanding

Net profit for the period

Net profit attributable to non-controllin
interests

Net income attributable to Oppenheirr
Holdings Inc.

Basic earnings per share
Diluted earnings per share

13,550,72° 13,296,980

652,69( 559,002

14,203,41° 13,855,982

$5,761 $9,364
675 196
$5,08¢ $9,168
$0.3¢ $0.69
$0.3¢ $0.66

(1) As part of the consideration for the 2008 acquisiof a portion of CIBC World Markets
Corp.’s U.S. capital markets businesses, the Coyniganed a warrant to purchase 1 million
shares of Class A Stock of the Company at $48.62tme exercisable five years from the
January 14, 2008 acquisition date. For the thregtimaended March 31, 2011 and 2010, the

effect of the warrant is anti-dilutive.

(2) For the three months ended March 31, 2011 and 284Pectively, the diluted earnings per
share computations do not include the anti-dilusiffect of 1,142,028 and 1,273,416 shares
of Class A Stock granted under share-based compmnsarangements and the warrant

described in (1).

4. Receivable from and payable to brokers and cleeng organizations

Dollar amounts are expressed in thousands.

March 31, December 31,
2011 2010
Receivable from brokers and clearing
organizations consist of:
Deposits paid for securities borrowed $239,138 ofnor
Receivable from brokers 19,364 20,609
Securities failed to deliver 42,401 23,673
Clearing organizations 7,475 11,038
Omnibus accounts 19,122 19,129
Other 21,163 29,278
$348,663 $302,844

10



March 31, December 31,

2011 2010
Payable to brokers and clearing organizations
consist of:
Deposits received for securities loaned $401,607 3453162
Securities failed to receive 28,906 24,944
Clearing organizations and other 101,016 2,291
$531,529 $372,697

5. Financial instruments

Securities owned and securities sold but not yethased, investments and derivative contracts
are carried at fair value with changes in fair ealecognized in earnings each period. The
Company's other financial instruments are genesdtyrt-term in nature or have variable interest
rates and as such their carrying values approxirfatevalue, with the exception of notes
receivable from employees which are carried at cost

Securities Owned and Securities Sold, But Not YetuPchased at Fair Value
Dollar amounts are expressed in thousands
March 31, December 31,
2011 2010

Owned Sold Owned Sold

U.S. Treasury, agency and sovereign obligations $753,105 $315,939 $160,114 $105,564

Corporate debt and other obligations 41,122 10,961 32,204 6,788
Mortgage and other asset-backed securities 2914 12 2,895 25
Municipal obligations 40,430 714 55,089 383
Convertible bonds 40,412 9,046 39,015 11,093
Corporate equities 45,266 41,006 39,151 36,164
Other 39,087 69 38,551 35
Total $962,336 $377,747 $367,019$160,052

Securities owned and securities sold, but not yethased, consist of trading and investment
securities at fair values. Included in securitiesmed at March 31, 2011 are corporate equities with
estimated fair values of approximately $14.9 mili&14.3 million at December 31, 2010), which

are related to deferred compensation liabilities certain employees included in accrued

compensation on the condensed consolidated badaeet.

Valuation Techniques
A description of the valuation techniques appliad aputs used in measuring the fair value of the
Company’s financial instruments is as follows:

U.S. Treasury Obligations

U.S. Treasury securities are valued using quotettaharices obtained from active market makers
and inter-dealer brokers and, accordingly, aregcaieed in Level 1 in the fair value hierarchy.

11



U.S. Agency Obligations

U.S. agency securities consist of agency issuetsgehrities and mortgage pass-through securities.
Non-callable agency issued debt securities arergiljnealued using quoted market prices. Callable
agency issued debt securities are valued by bemkimpanodel-derived prices to quoted market
prices and trade data for identical or comparadterities. The fair value of mortgage pass-through
securities are model driven with respect to spreddbe comparable To-be-announced (“TBA”)
security. Actively traded non-callable agency é&bkdebt securities are categorized in Level 1@f th
fair value hierarchy. Callable agency issued debtisties and mortgage pass-through securities are
generally categorized in Level 2 of the fair vahierarchy.

Sovereign Obligations

The fair value of sovereign obligations is detemditbased on quoted market prices when available
or a valuation model that generally utilizes ing¢rete yield curves and credit spreads as inputs.
Sovereign obligations are categorized in Level 2 of the fair value hierarchy.

Corporate Debt & Other Obligations
The fair value of corporate bonds is estimatedgusicent transactions, broker quotations and bond
spread information. Corporate bonds are generatdgorized in Level 2 of the fair value hierarchy.

Mortgage and Other Asset-Backed Securities

The Company holds non-agency securities primagiliateralized by home equity and manufactured
housing which are valued based on external priaivyspread data provided by independent pricing
services and are generally categorized in LevéltBeofair value hierarchy. When specific external
pricing is not observable, the valuation is basedsields and spreads for comparable bonds and,
consequently, the positions are categorized inlL2weéthe fair value hierarchy.

Municipal Obligations

The fair value of municipal obligations is estinthtgsing recently executed transactions, broker
guotations, and bond spread information. Theseatdins are generally categorized in Level 2 of

the fair value hierarchy; in instances where sigaift inputs are unobservable, they are categorized
in Level 3 of the hierarchy.

Convertible Bonds

The fair value of convertible bonds is estimatethgisecently executed transactions and dollar-
neutral price quotations, where observable. Whsewable price quotations are not available, fair
value is determined based on cash flow models yseid curves and bond spreads as key inputs.
Convertible bonds are generally categorized in L2wd the fair value hierarchy; in instances where
significant inputs are unobservable, they are caiteed in Level 3 of the hierarchy.

Corporate Equities

Equity securities and options are generally valbaged on quoted prices from the exchange or
market where traded and categorized as Level harfdir value hierarchy. To the extent quoted
prices are not available, prices are generallywddrusing bid/ask spreads, and these securities are
generally categorized in Level 2 of the fair vahierarchy.

The Company held one exchange membership seatthiéttChicago Board Options Exchange
(“CBOE”) which was converted to 80,000 common stamen CBOE’s parent company, CBOE
Holdings, was publicly listed on June 14, 2010.he TTompany sold 20,000 shares in the initial
public offering at $29 per share, sold a furthef626 shares in the fourth quarter of 2010 and
continues to hold 17,864 shares that are restriotezhle with a twelve month restriction period{*

2 Shares”). The Company uses the Black-Schole®intoctalculate the value of a call option to

12



purchase securities of CBOE Holdings which is wed proxy for the discount associated with the
selling restrictions. The inputs into the BlackiBles model include the volatility of CBOE
Holdings’ common shares and yields associated siittmonth Treasury bills and twelve month
Treasury notes. At March 31, 2011, the Companyedhlthe restricted shares at $483,400 and
recorded an unrealized gain of $115,000 for theetimonths ended March 31, 2011. The Company
has categorized the restricted shares of CBOE higddis Level 2 in the fair value hierarchy.

Other

In February 2010, Oppenheimer finalized settlemeritseach of the New York Attorney General’s
office ("NYAG”) and the Massachusetts Securitiesiglon (“MSD” and, together with the NYAG,
the “Regulators”) concluding investigations and adstrative proceedings by the Regulators
concerning Oppenheimer’s marketing and sale ofi@ucate securities (“ARS”). Pursuant to those
settlements, as at March 31, 2011, the Companyptathased approximately $41.5 million in ARS
from its clients and expects to purchase at leaatditional $35.9 million of ARS from its clierthy
July 31, 2011. The Company’s purchases of ARS fitsralients will continue on a periodic basis
thereafter pursuant to the settlements with theuRegs. The ultimate amount of ARS to be
repurchased by the Company cannot be predicted amith certainty and will be impacted by
redemptions by issuers and client actions duriag#riod, which cannot be predicted.

In addition to the purchases of $41.5 million of &Rs at March 31, 2011 from clients referred to
above, the Company also held $2.4 million in AR&smroprietary trading account as of March 31,
2011 as a result of the failed auctions in Febr2@@8. These ARS positions primarily represent
Auction Rate Preferred Securities issued by clesetfunds and, to a lesser extent, Municipal
Auction Rate Securities which are municipal bondsapped by municipal bond insurance and
Student Loan Auction Rate Securities which aretdsseked securities backed by student loans
(collectively referred to as “ARS”).

Interest rates on ARS typically reset through mlici@uctions. Due to the auction mechanism and
generally liquid markets, ARS have historically hesategorized as Level 1 in the fair value
hierarchy. Beginning in February 2008, uncertasin the credit markets resulted in substantially
all of the ARS market experiencing failed auctio@nce the auctions failed, the ARS could no
longer be valued using observable prices set imatisgions. The Company has used less observable
determinants of the fair value of ARS, including ttrength in the underlying credits, announced
issuer redemptions, completed issuer redemptiorasaanouncements from issuers regarding their
intentions with respect to their outstanding ARBhe Company has also developed an internal
methodology to discount for the lack of liquiditpdanon-performance risk of the failed auctions.
Key inputs include spreads on comparable Treadetgisyto derive a discount rate, an estimate of
the ARS duration, and yields based on current@ugiin comparable securities that have not failed.
Due to the less observable nature of these infn<Company categorizes ARS in Level 3 of the fair
value hierarchy. As of March 31, 2011, the Compaay a valuation adjustment (unrealized loss) of
$4.8 million for ARS.

Investments

In its role as general partner in certain hedgelswemd private equity funds, the Company, through
its subsidiaries, holds direct investments in dudds. The Company uses the net asset value of the
underlying fund as a basis for estimating theviaiue of its investment. Due to the illiquid nataf
these investments and difficulties in obtainingesizable inputs, these investments are included in
Level 3 of the fair value hierarchy.

The following table provides information about tbempany’s investments in Company-sponsored
funds at March 31, 2011.

13



Expressed in thousands of dollars.

Unfunded
Commit- Redemption Redemption
Fair Value ments Frequency Notice Period

Hedge Fundd $1,215 $- Quarterly - Annually 30 - 120 Days
Private Equity Fund® 2,269 4,685 N/A N/A
Distressed Opportunities
Fund? 12,439 - Semi-Annually 180 Days
Total $15,923 $4,685

(1) Includes investments in hedge funds and hadws éf funds that pursue long/short, event-drieea
activist strategies.

(2) Includes private equity funds and private ggfuibd of funds with a focus on diversified porifid,
real estate and global natural resources.

(3) Hedge fund that invests in distressed debt.8f dompanies.

Derivative Contracts

From time to time, the Company transacts in exchargded and over-the-counter derivative
transactions to manage its interest rate risk.cherge-traded derivatives, namely U.S. Treasury
futures, Federal funds futures, and Eurodollarreguare valued based on quoted prices from the
exchange and are categorized in Level 1 of thesédure hierarchy. Over-the-counter derivatives,
namely interest rate swap and interest rate capaig, are valued using a discounted cash flow
model and the Black-Scholes model, respectivelingusbservable interest rate inputs and are
categorized in Level 2 of the fair value hierarchy.

As described below in “Credit Concentrations”, @empany participates in loan syndications and
operates as underwriting agent in leveraged fimgntiansactions where it utilizes a warehouse
facility provided by Canadian Imperial Bank of Coemce (“CIBC”) to extend financing
commitments to third-party borrowers identified the Company. The Company uses broker
guotations on loans trading in the secondary maaked proxy to determine the fair value of the
underlying loan commitment which is categorizedLewvel 3 of the fair value hierarchy. The
Company also purchases and sells loans in its iptapy trading book where CIBC provides the
financing through a loan trading facility. The Queny uses broker quotations to determine the fair
value of loan positions held which are categorinddevel 2 of the fair value hierarchy.

The Company from time to time enters into securiieancing transactions that mature on the same
date as the underlying collateral. Such transastere treated as a sale of financial assets and a
forward repurchase commitment, or conversely agehpse of financial assets and a forward resale
commitment. The forward repurchase and resale coments are valued based on the spread
between the market value of the government secanity the underlying collateral and are
categorized in Level 2 of the fair value hierarchy.
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Fair Value Measurements
The Company’s assets and liabilities, recordediatvflue on a recurring basis as of March 31, 2011
and December 31, 2010, have been categorized bpsadhe above fair value hierarchy as follows:

Assets and liabilities measured at fair value on gecurring basis as of March 31, 2011
Dollar amounts are expressed in thousands.

Fair Value Measurements
As of March 31, 2011

Level 1 Level 2 Level 3 Total
Assets:
Cash equivalents $12,330 $- $- $12,330
Securities segregated for regulatory and
other purposes 14,498 - - 14,498
Deposits with clearing organizations 9,094 - - 9,89
Securities owned:
U.S. Treasury obligations 682,670 - - 682,670
U.S. Agency obligations 37,733 32,702 - 70,435
Corporate debt and other obligations - 41,122 - 41,122
Mortgage and other asset-backed securities - 2914 - 2,914
Municipal obligations - 38,266 2,165 40,431
Convertible bonds - 40,412 - 40,412
Corporate equities 33,981 11,285 - 45,266
Other 2,504 - 36,582 39,086
Securities owned, at fair value 756,888 166,701 387 962,336
Investments (1) 1,336 37,059 17,308 55,703
Derivative contracts (2) - 550,827 - 550,827
Securities purchased under agreements to
resell - 201,473 - 201,473
Total $794,146  $956,060  $56,055 $1,806,261
Liabilities:
Securities sold, but not yet purchased:
U.S. Treasury obligations $302,646 $- $- $302,646
U.S. Agency obligations 2,023 11,270 - 13,293
Corporate debt and other obligations - 10,961 - 10,961
Mortgage and other asset-backed securities - 12 - 12
Municipal obligations - 714 - 714
Convertible bonds - 9,046 - 9,046
Corporate equities 28,938 12,068 - 41,006
Other 69 - - 69
Securities sold, but not yet purchased 333,676 420 - 377,747
Investments 30 - - 30
Derivative contracts (3) 526 884,680 - 885,206
Total $334,232  $928,751 $-  $1,262,983

(1) Included in other assets on the consolidatézhba sheet.

(2 Primarily represents the fair value of purchafe3 0-Be-Announced” securities (TBAS). See “Detlives
used for trading and investment purposes” below.

(3) Primarily represents the fair value of sale$BAs. See “Derivatives used for trading and inrestt
purposes” below.
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Assets and liabilities measured at fair value on gecurring basis as of December 31, 2010:

Expressed in thousands of dollars.

Fair Value Measurements
As of December 31, 2010

Assets:
Cash equivalents
Securities segregated for regulatory
and other purposes
Deposits with clearing organizations
Securities owned:
U.S. Treasury obligations
U.S. Agency obligations
Sovereign obligations
Corporate debt and other obligations
Mortgage and other asset-backed
securities
Municipal obligations
Convertible bonds
Corporate equities
Other

Securities owned, at fair value

Investments (1)

Derivative contracts (2)
Securities purchased under
agreement to resell (4)

Total

Level 1 Level 2 Level 3 Total
$14,384 $ - $ - 14884
14,497 - - 14,497
9,094 - - 9,89
115,790 - - 115,790
23,963 20,348 - 44311
13 - - 13
- 32,204 - 32,204
- 2881 14 2,895
- 53,302 1,787 55,089
- 39,015 - 39,015
31,798 7,353 - 39,151
2,643 - 35,908 38,551
174,207 155,103 379 367,019
12,522 34,563 17,208 64,293
- 513,790 - 513,790
- 332,179 - 332,179
$224,704 $1,035,635 $54,917 $1,315,256
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Expressed in thousands of dollars.
Fair Value Measurements

As of December 31, 2010

Level 1 Level 2 Level 3 Total
Liabilities:
Securities sold, but not yet purchased:
U.S. Treasury obligations $101,060 $ $ - $101,060
U.S. Agency obligations 4,405 99 - 4,504
Sovereign obligations - - - -
Corporate debt and other obligations - 6,788 - 6,788
Mortgage and other asset-backed
securities - 25 - 25
Municipal obligations - 383 - 383
Convertible bonds - 11,093 - 11,093
Corporate equities 20,962 15,202 - 36,164
Other 35 - - 35
Securities sold, but not yet purchased,
at fair value 126,462 33,590 - 160,052
Investments 12 - - 12
Derivative contracts (3) 147 532,510 - 532,657
Securities sold under agreements to
repurchase (4) - 389,305 - 389,305
Total $126,621 $955,405 $ - $1,082,026

(1) Included in other assets on the consolidatéhba sheet.
(2 Primarily represents the fair value of purchage3 0-Be-Announced” securities (TBAS). See

“Derivatives used for trading and investment pugsd®elow.
(3) Primarily represents the fair value of sale$BAs. See “Derivatives used for trading and inresit

purposes” below.
(4) Includes securities purchased under agreerterasell and securities sold under agreements to

repurchase where the Company has elected theafag wption.

There were no significant transfers between Levahd Level 2 assets and liabilities in the three
months ended March 31, 2011.

17



The following tables present changes in Level 8tasand liabilities measured at fair value on a
recurring basis for the three months ending Mafc?811 and 2010.

Dollar amounts are expressed in thousands.

Realized Unrealiz- Purch-
Gains ed Gains ases, Sales, Trans- Ending
Opening (Losses) (Losses) Issu-  Settle- ferslin Bal-
Balance 4) (4) (5) ances ments /Out ance

For the three months ended March 31,

2011

Assets:

Mortgage and other $14 1 - (15) - $-
asset-backed

securities (1)

Municipal 1,787 - (247) 525 - - 2,165
obligations

Other (2) 35,908 - (2,901) 6,575 (3,000) - 36,582
Investments (3) 17,208 - 2 127 - (25) 17,308
Liabilities:

none

Realized Unrealiz- Purchases,

Gains ed Gains Sales, Trans-
Opening (Losses) (Losses) Issuances, fersin/  Ending
Balance (4) 4 (5) Settlements Out Balance

For the three months ended March 31, 2010
Assets:

Mortgage and other

asset-backed

securities (1) $317 1 1) 64 Q) $380
Municipal 1,075 - (162) - 62 975
obligations

Other (2) 4,450 - - - - 4,450
Investments (3) 15,981 - 634 55 220 16,890
Liabilities:

none

(1) Represents private placements of non-agenéatellized mortgage obligations.

(2) Represents auction rate preferred securitsdailed in the auction rate market.

(3) Primarily represents general partner ownersttgrests in hedge funds and private equity fupdssored
by the Company.

(4) Included in principal transactions, net on tbadensed consolidated statement of operationspefor
investments which are included in other incomehendondensed consolidated statement of operations.
(5) Unrealized gains (losses) are attributabless®ts or liabilities that are still held at theadimg date.
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Fair Value Option

The Company has the option to measure certain diabassets and financial liabilities at fair
value with changes in fair value recognized in eg® each period. The Company may make a
fair value option election on an instrument-by-inetent basis at initial recognition of an asset or
liability or upon an event that gives rise to a neasis of accounting for that instrument. The
Company has elected to apply the fair value optiwoits loan trading portfolio which resides in
OPY Credit Corp. and is included in other assettherconsolidated balance sheet. Management
has elected this treatment as it is consistent thithmanner in which the business is managed as
well as the way that financial instruments in otparts of the business are recorded. There were
no loan positions held in the secondary loan tiggiortfolio at March 31, 2011 or at December
31, 2010.

The Company also elected the fair value optionthmse securities sold under agreements to
repurchase (“repurchase agreements”) and secuyitiehased under agreements to resell (“resale
agreements”) that do not settle overnight or hawegen settlement date or that are not accounted
for as purchase and sale agreements (such asorematrity transactions). The Company has
elected the fair value option for these instrumentsiore accurately reflect market and economic
events in its earnings and to mitigate a potemtialance in earnings caused by using different
measurement attributes (i.e. fair value versusyiceyrvalue) for certain assets and liabilities. At
March 31, 2011, the fair value of the resale agesdgsnand repurchase agreements was $201.5
million and $532.5 million, respectively. Duringet three months ended March 31, 2011, the
amount of losses related to resale agreements 2/a80. During the three months ended March
31, 2011, the amount of gains/losses related trebpse agreements was $nil.

Fair Value of Derivative Instruments

The Company transacts, on a limited basis, in exgddraded and over-the-counter derivatives for
both asset and liability management as well agrdoling and investment purposes. Risks managed
using derivative instruments include interest regk and, to a lesser extent, foreign exchange risk
Interest rate swaps and interest rate caps anedritéo to manage the Company’s interest rate risk
associated with floating-rate borrowings. All dative instruments are measured at fair value and
are recognized as either assets or liabilities hen donsolidated balance sheet. The Company
designates interest rate swaps and interest nageasacash flow hedges of floating-rate borrowings.

Cash flow hedges used for asset and liability manaent

For derivative instruments that are designatedqamadify as a cash flow hedge, the effective portion

of the gain or loss on the derivative is reported aomponent of other comprehensive income and
reclassified into earnings in the same period oiogs during which the hedged transaction affects

earnings. Gains or losses on the derivative reptiege either hedge ineffectiveness or hedge

components excluded from the assessment of eeess are recognized in current earnings.

On September 29, 2006, the Company entered intoeisit rate swap transactions to hedge the
interest payments associated with its floating 8gaior Secured Credit Note, which is subject to
change due to changes in 3-Month LIBOR. See ndte further information. These swaps have
been designated as cash flow hedges. Changes faithvalue of the swap hedges are expected
to be highly effective in offsetting changes in thterest payments due to changes in 3-Month
LIBOR. For the three months ended March 31, 2044 efffective portion of the net gain on the
interest rate swaps, after tax, was approximaté§,d0 ($257,000 for the three months ended
March 31, 2010) and has been recorded as otherrebemsive income on the consolidated
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statement of comprehensive income (loss). Theasteaate swaps had a weighted-average fixed
interest rate of 5.45% (5.45% in 2010). The swagpsred on March 31, 2011.

On January 20, 2009, the Company entered into tmest rate cap contract, incorporating a
series of purchased caplets with fixed maturityedagnding December 31, 2012, to hedge the
interest payments associated with its floating 8&atbordinated Note, which is subject to changes
in 3-Month LIBOR. See note 6 for further inforn@ti This cap has been designated as a cash
flow hedge. Changes in the fair value of the esérate cap are expected to be highly effective
in offsetting changes in the interest payments tduehanges in 3-Month LIBOR. For the three
months ended March 31, 2011, the effective porbibthe net gain on the interest rate cap, after
tax, was approximately $2,500 (a net loss of $62%,for the three months ended March 31,
2010) and has been recorded as other comprehensiome on the condensed consolidated
statement of comprehensive income. There was rifeatee portion as at March 31, 2011. The
Company paid a premium for the interest rate cap2od million which has a strike of 2% and
matures December 31, 2012. As at March 31, 2@GElctimulative amortization of the premium
on the interest rate cap was $547,000 ($366,00@e¢mber 31, 2010).

Foreign exchange hedges

From time to time, the Company also utilizes fomvand options contracts to hedge the foreign
currency risk associated with compensation oblyetito Oppenheimer Israel (OPCO) Ltd.
employees denominated in New Israeli Shekels. Swmiiges have not been designated as
accounting hedges. At March 31, 2011, the Comp&hyat have any such hedges in place.

Derivatives used for trading and investment purpose

Futures contracts represent commitments to purabrasell securities or other commaodities at a
future date and at a specified price. Market rigkte with respect to these instruments. Notional
or contractual amounts are used to express theneobf these transactions, and do not represent
the amounts potentially subject to market risk. Titares contracts the Company used included
U.S. Treasury notes, Federal Funds and Eurodablatracts. At March 31, 2011, the Company
had 240 open short contracts for 10-year U.S. Trgasotes with a fair value of $525,800 used
primarily as an economic hedge of interest ratie aissociated with a portfolio of fixed income
investments. At March 31, 2011, the Company h&d38llion open contracts for Federal Funds
futures with a fair value of approximately $275.2llion and 205,000 open contracts for
Eurodollar futures with a fair value of $51.0 noli both used as economic hedges of interest rate
risk associated with government trading activities.

The Company also transacts in pass-through mortigagieed securities eligible to be sold in the
"To-Be-Announced" or TBA market. TBAs provide fdret forward or delayed delivery of the
underlying instrument with settlement up to 180 gdayhe contractual or notional amounts
related to these financial instruments reflectwbleime of activity and do not reflect the amounts
at risk. Unrealized gains and losses on TBAs aterdoed in the consolidated balance sheets in
receivable from brokers and clearing organizatiemgl payable to brokers and clearing
organizations, respectively, and in the consoldlattatement of operations as principal
transactions revenue. See Fair Value of Derivatinstruments tables below for TBAs
outstanding at March 31, 2011.

From time-to-time, the Company enters into se&gitinancing transactions that mature on the same

date as the underlying collateral. These tranmastare treated as a sale of financial assets and a
forward repurchase commitment, or conversely agrehpse of financial assets and a forward resale

commitment. At March 31, 2011, the fair value bé tforward repurchase commitment was
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approximately $52,000.

The notional amounts and fair values of the Comisadgrivatives at March 31, 2011 by product
were as follows:

Expressed in thousands of dollars.
Fair Value of Derivative Instruments
As of March 31, 2011

Description Notional Fair Value
Assets:
Derivatives designated as hedging instrument8
Interest rate contracts Cap $ 100,000 $ 182

Derivatives not designated as hedging instrument8

Other contracts TBAs 537,631 550,645
Total Assets $ 637631 $ 550,827
Liabilities:

Derivatives not designated as hedging instrument8
Commodity contracts U.S Treasury $ 24000 $ 526
Futures
Federal Funds 3,310,000 275,185
Futures
Eurodollar Futures 205,000 50,962
Euro Fx Futures 2,832 2,836
Other contracts TBAs 537,631 555,645
Forward Purchase
Commitment? 4,150,000 52
Total Liabilities $8,229,463 $ 885,206

(1) See “Fair value of Derivative Instruments” velimr description of derivative financial instrunten
(2) Forward commitment to repurchase governmenirgigs that received sale treatment related tqptiRe-
Maturity” transactions.
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Expressed in thousands of dollars.
Fair Value of Derivative Instruments
As of December 31, 2010

Description Notional Fair Value
Assets:
Derivatives designated as hedging instrument8
Interest rate contracts Cap $ 100,000 $ 178

Derivatives not designated as hedging instrument8

Other contracts TBAs 496,266 513,612
Total Assets $ 596,266 $ 513,790
Liabilities:

Derivatives designated as hedging instrument8
Interest rate contracts Swaps $ 9,000 $ 116

Derivatives not designated as hedging instrument8

Commodity contracts U.S Treasury
Futures 14,000 147
Other contracts TBAs 518,987 532,359
Forward Purchase
Commitment? 3,250,000 35
Sub-total 3,782,987 532,541
Total Liabilities $ 3,791,987 $ 532,657

(1) See “Fair Value of Derivative Instruments” abdor description of derivative financial instrunen
(2) Forward commitment to repurchase governmentrgigs that received sale treatment related tgptiRe-
Maturity” transactions.
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The following table presents the location and fatue amounts of the Company’s derivative
instruments and their effect on the statement efaipns for the three months ended March 31,

2011.
Recognized
in Other Reclassified from
Comprehen- Accumulated
sive Income Other
on Comprehensive
Derivatives - Income into
Recognized in Income on  Effective Income -Effective
Derivatives Portion Portion®®
Expressed in thousands of dollars. (pre-tax) (after—tax) (after—tax)
Hedging Gain/ Gain/ Loca- Gain/
Relationship Description Location (Loss) (Loss) tion (Loss)
Cash Flow Hedges used for asset and liability management:
Interest rate~ Swaps® N/A $ - $ - Interest  $(111)
contracts expense
Caps® N/A - 3 Other (38)
revenue
Derivatives used for trading and investment ®:
Commodity U.S Treasury  Principal (44) - None
contracts Futures transaction - -
revenue
Federal Funds Principal (28) - None -
Futures transaction
revenue
Euro-dollar Principal (77) - None -
Futures transaction
revenue
Euro FX Principal (94) - None -
transaction
revenue
Other contracts TBAs Principal 1,254 - None -
transaction
revenue
Forward Principal (898) - None -
purchase transaction
commitment®  revenue
Total $113 $ 3 $ (149)

(1) See “Fair Value of Derivative Instruments” abdor description of derivative financial instrunen

(2) There is no ineffective portion included indnee for the three months ended March 31, 2011.

(3) As noted above in “Cash flow hedges used feetaend liability management”, interest rate swapmbscaps
are used to hedge interest rate risk associatédtivatSenior Secured Credit Note and the Subordindote.
As a result, changes in fair value of the interatt swaps and caps are offset by interest rate chamgtse
outstanding Senior Secured Credit Note and SubatetifNote balances. There was no ineffective possat

March 31, 2011.
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(4) Forward commitment to repurchase governmenirgigs that received sale treatment related tqptiRe-
Maturity” transactions.

Collateralized Transactions

The Company enters into collateralized borrowingl énding transactions in order to meet
customers’ needs and earn residual interest ratadg) obtain securities for settlement and finance
trading inventory positions. Under these transastidhe Company either receives or provides
collateral, including U.S. government and agensge&backed, corporate debt, equity, and non-U.S.
government and agency securities.

The Company obtains short-term borrowings primatilpugh bank call loans. Bank call loans are
generally payable on demand and bear interesriaugaates but not exceeding the broker call rate.
At March 31, 2011, bank call loans were $113.2ioml{$147.0 million at December 31, 2010).

At March 31, 2011, the Company had both uncolli#e@ and collateralized borrowings. The
collateralized loans, collateralized by firm andstomer securities with market values of
approximately $82.6 million and $200.9 million, pestively, at March 31, 2011, are primarily with
two U.S. money center banks. At March 31, 2011,Gbmpany had approximately $1.4 billion of
customer securities under customer margin loansateavailable to be pledged, of which the
Company has repledged approximately $364.7 millimtter securities loan agreements.

At March 31, 2011, the Company had deposited $21@IBn of customer securities directly with
the Options Clearing Corporation.

At March 31, 2011, the Company had no outstanditigrs of credit.

The Company finances its government trading ommeratihrough the use of repurchase agreements
and resale agreements. Except as described belpurchase and resale agreements, principally
involving government and agency securities, argethat amounts at which securities subsequently
will be resold or reacquired as specified in thepeetive agreements and include accrued interest.
Repurchase and resale agreements are presentetbhyacounterparty basis, when the repurchase
and resale agreements are executed with the samésguarty, have the same explicit settlement

date, are executed in accordance with a masténgqettrangement, the securities underlying the

repurchase and resale agreements exist in “booK éotm and certain other requirements are met.

Certain of the Company’s repurchase agreementseaate agreements are carried at fair value as a
result of the Company’s fair value option electidhe Company elected the fair value option for
those repurchase agreements and resale agreemmentotnot settle overnight or have an open
settlement date or that are not accounted for ash@se and sale agreements (such as repo-to-
maturity transactions described above). The Compesyelected the fair value option for these
instruments to more accurately reflect market amahemic events in its earnings and to mitigate a
potential imbalance in earnings caused by usinfgrdiit measurement attributes (i.e. fair value
versus carrying value) for certain assets andiliasi At March 31, 2011, the fair value of theaie
agreements and repurchase agreements were $20lidh rand $532.5 million, respectively.
During the three months ended March 31, 2011, mheuat of losses related to resale agreements
was $27,000. During the three months ended Marcl2@l1, the amount of gains/losses related to
repurchase agreements was $nil. At March 31, 2B&lgross balances of resale agreements and
repurchase agreements were $2.7 billion and $Bi@nbirespectively ($4.0 billion and $4.1 billion,
respectively at December 31, 2010).

The Company receives collateral in connection vefcurities borrowed and resale agreement
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transactions and customer margin loans. Under ragrgements, the Company is permitted to sell
or repledge the securities received (e.g., ussdbarities to enter into securities lending tramsas,

or deliver to counterparties to cover short posg)o At March 31, 2011, the fair value of secusitie
received as collateral under securities borrowadstctions and resale agreements was $232.6
million ($192.1 million at December 31, 2010) ar&i@sbillion ($3.9 billion at December 31, 2010),
respectively, of which the Company has re-pledggataximately $18.4 million ($47.3 million at
December 31, 2010) under securities loaned traoeactand $2.6 billion under repurchase
agreements ($3.9 billion at December 31, 2010).

The Company pledges certain of its securities owfued securities lending and repurchase
agreements and to collateralize bank call loars&retions. The carrying value of pledged securities
owned that can be sold or re-pledged by the cquentigr was $434.3 million, as presented on the
face of the condensed consolidated balance shittrah 31, 2011 ($102.5 million at December 31,
2010). The carrying value of securities owned lgy@ompany that have been loaned or pledged to
counterparties where those counterparties do et the right to sell or re-pledge the collateraswa
$107.1 million as at March 31, 2011 ($149.9 millairDecember 31, 2010).

The Company manages credit exposure arising frqgmarecbase and resale agreements by, in
appropriate circumstances, entering into mastéingetgreements and collateral arrangements with
counterparties that provide the Company, in the@teska customer default, the right to liquidatel an
the right to offset a counterparty’s rights andigidiions. The Company also monitors the market
value of collateral held and the market value ofisées receivable from others. It is the Company'
policy to request and obtain additional collatesdlen exposure to loss exists. In the event the
counterparty is unable to meet its contractuabeltitbn to return the securities, the Company may be
exposed to off-balance sheet risk of acquiring isiesiat prevailing market prices.

One of the Company's funds in which a subsidiathefCompany acts as a general partner and also
owns a limited partnership interest utilized LehnBnothers International (Europe) as a prime
broker. As of March 31, 2011, Lehman Brothersrhragonal (Europe) held securities with a fair
value of $9.1 million that were segregated ande&dtypothecated.

Credit Concentrations

Credit concentrations may arise from trading, itimgs underwriting and financing activities and
may be impacted by changes in economic, industryotitical factors. In the normal course of
business, the Company may be exposed to risk ievinet customers, counterparties including other
brokers and dealers, issuers, banks, depositarielearing organizations are unable to fulfill thei
contractual obligations. The Company seeks to aigithese risks by actively monitoring exposures
and obtaining collateral as deemed appropriateludied in receivable from brokers and clearing
organizations as of March 31, 2011 are receivaloten four major U.S. broker-dealers totaling
approximately $140.1 million.

The Company participates in loan syndications thindits Debt Capital Markets business. Through
OPY Credit Corp., the Company operates as und@rg/dtgent in leveraged financing transactions
where it utilizes a warehouse facility provided ®@§BC to extend financing commitments to third-
party borrowers identified by the Company. The Camyphas exposure, up to a maximum of 10%,
of the excess underwriting commitment provided BB over CIBC'’s targeted loan retention
(defined as “Excess Retention”). The Company qtiestiits Excess Retention exposure by
assigning a fair value to the underlying loan cotnmant provided by CIBC (in excess of what
CIBC has agreed to retain) which is based on thevédue of the loans trading in the secondary
market. To the extent that the fair value of thank has decreased, the Company records an
unrealized loss on the Excess Retention. Undengritf loans pursuant to the warehouse facility is
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subject to joint credit approval by the Company @&iBC. The maximum aggregate principal
amount of the warehouse facility is $1.5 billiohwdich the Company utilized $80.5 million ($78.0
million as of December 31, 2010) and had $nil icéSs Retention ($nil as of December 31, 2010)
as of March 31, 2011.

The Company is obligated to settle transactionk Wibkers and other financial institutions even
if its clients fail to meet their obligations toetlfCompany. Clients are required to complete their
transactions on settlement date, generally onkréetbusiness days after trade date. If clients do
not fulfill their contractual obligations, the Commy may incur losses. The Company has
clearing/participating arrangements with the Nalddecurities Clearing Corporation (“NSCC”),
the Fixed Income Clearing Corporation (“FICC"), RQ’'Brien & Associates (commodities
transactions) and others. With respect to itsrmss in resale and repurchase agreements,
substantially all open contracts at March 31, 2864 with the FICCThe clearing corporations
have the right to charge the Company for lossesrésult from a client's failure to fulfill its
contractual obligations. Accordingly, the Compargs hcredit exposures with these clearing
brokers. The clearing brokers can re-hypothecaeséturities held on behalf of the Company.
As the right to charge the Company has no maximmouat and applies to all trades executed
through the clearing brokers, the Company belig¢kiese is no maximum amount assignable to
this right. At March 31, 2011, the Company had rded no liabilities with regard to this right.
The Company's policy is to monitor the credit stagdf the clearing brokers and banks with
which it conducts business.

Through its Debt Capital Markets business, the Gowalso participates, with other members of
loan syndications, in providing financing commitrteeander revolving credit facilities in leveraged
financing transactions. As of March 31, 2011,@wenpany had $6.7 million committed under such
financing arrangements.

OMHHF, which is engaged in mortgage brokerage amdicing, has obtained an uncommitted
warehouse facility line through PNC Bank (“PNC”)den which OMHHF pledges Federal Housing
Administration (“FHA") guaranteed mortgages forexipd of up to 10 business days and PNC table
funds the principal payment to the mortgagee. OMHeéffays PNC upon the securitization of the
mortgage by the Government National Mortgage Assioci (“GNMA”) and the delivery of the
security to the counter party for payment pursuana contemporaneous sale on the date the
mortgage is funded. At March 31, 2011, OMHHF ha®.@3million outstanding under the
warehouse facility line at a variable interest &té month LIBOR plus 2.75%. Interest expense for
the three months ended March 31, 2011 was $372,100.

Variable Interest Entities (VIES)

VIEs are entities in which equity investors do have the characteristics of a controlling financial
interest or do not have sufficient equity at riskthe entity to finance its activities without &atehal
subordinated financial support from other parfidge primary beneficiary of a VIE is the party that
absorbs a majority of the entity’s expected losse®ives a majority of its expected residual retur
or both, as a result of holding variable intere3ise enterprise that is considered the primary
beneficiary of a VIE consolidates the VIE.

A subsidiary of the Company serves as general grasfnhedge funds and private equity funds that
were established for the purpose of providing itmest alternatives to both its institutional and
gualified retail clients. The Company holds varaisiterests in these funds as a result of its tmht
receive management and incentive fees. The Comgpanyestment in and additional capital
commitments to these hedge funds and private efuitys are also considered variable interests.
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The Company's additional capital commitments abjestito call at a later date and are limited in
amount.

The Company assesses whether it is the primanfibang of the hedge funds and private equity
funds in which it holds a variable interest in ttwntext of the total general and limited partner
interests held in these funds by all parties. bheastance, the Company has determined thahdtis

the primary beneficiary and therefore need not aafee the hedge funds or private equity funds.
The subsidiaries’ general partnership interestdijtiadal capital commitments, and management
fees receivable represent its maximum exposureods. IThe subsidiaries’ general partnership
interests and management fees receivable are @ttindbther assets on the condensed consolidated
balance sheet.

The following tables set forth the total VIE assét® carrying value of the subsidiaries’ variable
interests, and the Company’s maximum exposures® ilb Company-sponsored non-consolidated
VIEs in which the Company holds variable interestd other non-consolidated VIEs in which the
Company holds variable interests as at March 311 206d December 31, 2010:

As of March 31, 2011
Expressed in thousands of dollars.

Carrying Value of the Maximum
Total Company's Variable Exposure
VIE Assets Interest Capital to Loss in Non-
(1) Assets (2) Liabilities | Commitments | consolidated VIEs
Hedge Funds| $1,749,118 $343 $- $- $343
Private Equity
Funds 159,873 23 - - 23
Total $1,908,991 $366 $- $- $366
As of December 31, 2010
Expressed in thousands of dollars.
Carrying Value of the Maximum
Total Company's Variable Exposure
VIE Assets Interest Capital to Loss in Non-
(1) Assets (2) Liabilities | Commitments | consolidated VIEs
Hedge Funds| $1,769,382 $775 $- $- $775
Private Equity
Funds 157,196 22 - 5 27
Total $1,926,578 $797 $- $5 $802

(1) Represents the total assets of the VIEs ansl mlmerepresent the Company’s interests in the VIEs
(2) Represents the Company’s interests in the ¥Wiigkis included in other assets on the condensed

consolidated balance sheet.
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6. Long-term debt

Dollar amounts are expressed in thousands.
Interest Rate at March 31, December 31,

Issued Maturity Date March 31, 2011 2011 2010
Senior Secured Credit Note (a) 7/31/2013 4.81% IR, $22,503
Subordinated Note (b) 1/31/2014 5.55% $100,000 $000

(@) In 2006, the Company issued a Senior SecureditQote in the amount of $125.0 million at a
variable interest rate based on LIBOR with a seueanr-term to a syndicate led by Morgan Stanley
Senior Funding Inc., as agent. In accordance thélsenior Secured Credit Note, the Company has
provided certain covenants to the lenders withaetsfp the maintenance of a minimum fixed charge
ratio and maximum leverage ratio and minimum nepitah requirements with respect to
Oppenheimer.

On December 22, 2008, certain terms of the Serdour@d Credit Note were amended, including
(1) revised financial covenant levels that reqthiag (i) the Company maintain a maximum leverage
ratio (total long-term debt divided by EBITDA) of@® at March 31, 2011 and (ii) the Company
maintain a minimum fixed charge ratio (EBITDA adadfor capital expenditures and income taxes
divided by the sum of principal and interest payts@m long-term debt) of 2.00 at March 31, 2011;
(2) an increase in scheduled principal paymentelisvs: 2009 - $400,000 per quarter plus $4.0
million on September 30, 2009; 2010 - $500,000 quearter plus $8.0 million on September 30,
2010; (3) an increase in the interest rate to LIB@E 450 basis points (an increase of 150 basis
points); and (4) a pay-down of principal equalite tost of any share repurchases made pursuant to
the Issuer Bid. In the Company’s view, the maximeawerage ratio and minimum fixed charge ratio
represent the most restrictive covenants. Thegss ratljust each quarter in accordance with the loan
terms, and become more restrictive over tildéMarch 31, 2011, the Company was in compliance
with all of its covenants.

The obligations under the Senior Secured Credie ot guaranteed by certain of the Company’s
subsidiaries, other than broker-dealer subsidianiils certain exceptions, and are collateralizgd b
lien on substantially all of the assets of eachrautar, including a pledge of the ownership interes
in each first-tier broker-dealer subsidiary heldabyuarantor, with certain exceptions.

The effective interest rate on the Senior SecuredliCNote for the three months ended March 31,
2011 was 4.81%. Interest expense, as well as stfgagd on a cash basis for the three months ended
March 31, 2011, on the Senior Secured Credit Nate $270,600 ($387,000 in the three months
ended March 31, 2010). The $22.4 million principatiount outstanding at March 31, 2011 was
repaid in full on April 12, 2011. See note 11.

(b) On January 14, 2008, in connection with theusitipn of certain businesses from CIBC World
Markets Corp., CIBC made a loan in the amount @0#1 million and the Company issued a
Subordinated Note to CIBC in the amount of $100illiam at a variable interest rate based on
LIBOR. The Subordinated Note is due and payabldanuary 31, 2014 with interest payable on a
quarterly basis. The purpose of this note is topstpthe capital requirements of the acquired
business. In accordance wilie Subordinated Note, the Company has provided cestaienants to
CIBC with respect to the maintenance of a minimixed charge ratio and maximum leverage ratio
and minimum net capital requirements with respe@ppenheimer.
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Effective December 23, 2008, certain terms of thbo&dinated Note were amended, including (1)
revised financial covenant levels that require {fjathe Company maintain a maximum leverage
ratio of 2.35 at March 31, 2011 and (ii) the Comparaintain a minimum fixed charge ratio of 1.65
at March 31, 2011; and (2) an increase in the @sterate to LIBOR plus 525 basis points (an
increase of 150 basis points). In the Companyesvythe maximum leverage ratio and minimum
fixed charge ratio represent the most restrictiveenants. These ratios adjust each quarter in
accordance with the loan terms, and become motectiee over time. At March 31, 2011, the
Company was in compliance with all of its covena®ts April 12, 2011, the Subordinated Note was
repaid in full. See note 11.

The effective interest rate on the Subordinated Nmtthe three months ended March 31, 2011 was
5.55%. Interest expense, as well as interest peadaash basis for the three months ended March 31,
2011, on the Subordinated Note was $1.4 million4$iillion for the three months ended March 31,
2010).

7. Share capital
The following table reflects changes in the nunmdfeshares of Class A Stock outstanding for the

periods indicated:
Three months ended

March 31,

2011 2010
Class A Stock outstanding, beginning
of period 13,268,522 13,118,001
Issued pursuant to the share-based
compensation plans 266,541 123,551
Class A Stock outstanding, end of
period 13,535,063 13,241,552

8. Net capital requirements

The Company's U.S. broker dealer subsidiaries, @pmer and Freedom, are subject to the
uniform net capital requirements of the SEC undeteR15c3-1 (the “Rule”). Oppenheimer
computes its net capital requirements under tleenaitive method provided for in the Rule which
requires that Oppenheimer maintain net capital leiguvo percent of aggregate customer-related
debit items, as defined in SEC Rule 15¢3-3. At Ma&, 2011, the net capital of Oppenheimer as
calculated under the Rule was $172.3 million o2%3of Oppenheimer's aggregate debit items. This
was $146.1 million in excess of the minimum reqiiinet capital at that date. Freedom computes its
net capital requirement under the basic methodgeadvfor in the Rule, which requires that Freedom
maintain net capital equal to the greater of $2BD@r 6 2/3% of aggregate indebtedness, as defined.
At March 31, 2011, Freedom had net capital of $dilion, which was $4.6 million in excess of the
$250,000 required to be maintained at that date.

At March 31, 2011, the regulatory capital of Oppanter E.U. Ltd. was $3.3 million which was
$1.0 million in excess of the $2.3 million requiredbe maintained at that date. Oppenheimer E.U.
Ltd. computes its regulatory capital pursuant te Bixed Overhead Method prescribed by the
Financial Services Authority of the United Kingdom.
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At March 31, 2011, the regulatory capital of Oppanter Investments Asia Ltd. was $652,000
which was $265,600 in excess of the $386,400 reduo be maintained on that date. Oppenheimer
Investments Asia Ltd. computes its regulatory edypitirsuant to the requirements of the Securities
and Futures Commission in Hong Kong.

9. Related party transactions

The Company does not make loans to its officersdirattors except under normal commercial
terms pursuant to client margin account agreemertiese loans are fully collateralized by
employee-owned securities.

10. Segment information

The table below presents information about thentedaevenue and profit before income taxes of
the Company for the periods noted. The Companygneats are described in the Company’s
Annual Report on Form 10-K for the year ended Ddmmr81, 2010. The Company has allocated all
revenue and expenses to its segments and hasagohithe “Other” category as these are now
allocated by the Chief Executive Officer and Chi@fancial Officer in their analysis. Previously
reported segment information has been revisedfliectahis change. The Company’s business is
conducted primarily in the United States with addil operations in the United Kingdom, Israel,
Asia, and South America.

The table below presents information about thertegaevenue and profit before income taxes of
the Company for the three months ended March 311, 28d 2010. Asset information by reportable

segment is not reported, since the Company doeproduce such information for internal use.
Substantially all assets are located in the Ursitiadies.

Expressed in thousands of dollars.

Three months ended

March 31,
2011 2010

Revenue:

Private Client (1) $145,399  $136,822
Capital Markets 89,753 92,444
Asset Management (1) 18,265 16,909
Total $253,417  $246,175
Profit before income taxes:

Private Client (1) $1,732 $5,260
Capital Markets 3,031 6,355
Asset Management (1) 5,066 4,245
Total $9,829 $15,860

(1) Asset management revenue is allocated 77.5ketAgset Management segment and 22.5% to the €rivat
Client segment.
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The Company has operations in the United StatagedJKingdom, Israel, Asia and South America.

Revenues, classified by the major geographic @meakich they were earned for the three months
ended March 31, 2011 and 2010, were as follows:

Expressed in thousands of dollars.
Three months ended

March 31,
2011 2010
United States $239,290 $234,814
Europe / Middle East 8,234 6,281
Asia 3,139 3,270
South America 2,755 1,810

$253,418 $246,175

11. Subsequent events

On April 12, 2011, the Company completed the pavalacement of $200.0 million in aggregate
principal amount of 8.75 percent Senior Securedebladue April 15, 2018 at par (the
“Notes”).The interest on the Notes will be payabteni-annually on April 1%and October 1%
Proceeds from the private placement were usedtie rtne Morgan Stanley Senior Secured
Credit Note due 2013 ($22.4 million) and the CIB@h8&rdinated Note due 2014 ($100.0 million)
(together, the “Debt”) and other general corporptgposes. The carrying value of the
outstanding Debt as of March 31, 2011 totaled $12dllion. The private placement resulted in
the fixing of the interest rate over the term of thotes compared to the variable rate debt that
was retired and an extension of the debt matuatggslias described above. The cost to issue the
Notes is estimated to total approximately $4.1ionllwhich will be capitalized during the three
months ending June 30, 2011 and amortized ovepehed of the Notes. The Company will
write off $344,000 in unamortized debt issuancdscoslated to the Senior Secured Credit Note
during the three months ending June 30, 2011. Axhdilly, as a result of the refinancing of the
Subordinated Note, the effective portion of the loss of $1.3 million related to the interest rate
cap cash flow hedge will be reclassified from acolated other comprehensive loss on the
condensed consolidated balance sheet to a los®ieorwandensed consolidated statement of
operations during the three months ending Jun@(RIL.

The indenture for the Notes contains covenants Wwhlace restrictions on the incurrence of
indebtedness, the payment of dividends, sale @tgssiergers and acquisitions and the granting
of liens. The Notes provide for events of defantiiding nonpayment, misrepresentation, breach
of covenants and bankruptcy. The Company’s obbgatunder the Notes are guaranteed, subject
to certain limitations, by the same subsidiariest tjuaranteed the obligations under the Senior
Secured Credit Note and the Subordinated Note whiere retired. These guarantees may be
shared, on a senior basis, under certain circummssamnwith newly incurred debt outstanding in
the future.

On April 29, 2011, the Company announced a cashlefid of $0.11 per share (totaling $1.4
million) payable on May 27, 2011 to Class A andsSIB Stockholders of record on May 13, 2011.
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Item 2. Management’s Discussion and Analysis of ncial Condition and Results of
Operations

The Company’s condensed consolidated financiarsetits have been prepared in accordance with
accounting principles generally accepted in theddnStates of America. Reference is also made to
the Company’s consolidated financial statementsrantds thereto found in its Annual Report on
Form 10-K for the year ended December 31, 2010.

The Company engages in a broad range of activitiethe securities industry, including retail
securities brokerage, institutional sales and miggdinvestment banking (both corporate and public
finance), research, market-making, trust services investment advisory and asset management
services. Its principal subsidiaries are Oppenhen€o. Inc. (“Oppenheimer”) and Oppenheimer
Asset Management (“OAM”). As at March 31, 2011, @empany provided its services from 96
offices in 26 states located throughout the Uniéates, offices in Tel Aviv, Israel, Hong Kong,
China, and London, England and in two offices itirLAmerica through local broker-dealers. Client
assets entrusted to the Company as at March 31, @2ffdled approximately $74.8 billion. The
Company provides investment advisory services tito@AM and Oppenheimer Investment
Management (“OIM™) and Oppenheimer’'s FahnestockeAssanagement, ALPHA and OMEGA
Group divisions. The Company provides trust sesviaed products through Oppenheimer Trust
Company. The Company provides discount brokerageices through Freedom and through
BUYandHOLD, a division of Freedom Investments, lfbrough OPY Credit Corp., the Company
offers syndication as well as trading of issuechomate loans. Oppenheimer Multifamily Housing
and Healthcare Finance, Inc. (formerly Evanstormféial Corporation) (“OMHHF") is engaged in
mortgage brokerage and servicing. At March 31, 20lldnt assets under management by the asset
management groups totaled $19.9 billion. At Mardh 3011, the Company employed 3,643
employees (3,572 full time and 71 part time), obwhapproximately 1,434 were financial advisors.

Critical Accounting Policies

The Company’s accounting policies are essentialinerstanding and interpreting the financial
results reported in the condensed consolidatechdiah statements. The significant accounting
policies used in the preparation of the Compangtzdensed consolidated financial statements are
summarized in notes 1 and 2 to the Company’s ciolaget financial statements and notes thereto
found in its Annual Report on Form 10-K for the yeaded December 31, 2010. Certain of those
policies are considered to be particularly impdrtanthe presentation of the Company’s financial
results because they require management to mdiaukdifcomplex or subjective judgments, often
as a result of matters that are inherently uncertai

During the three months ended March 31, 2011, thhere no material changes to matters discussed
under the heading “Critical Accounting Policies™Rart 1l, Item 7 of the Company’s Annual Report
on Form 10-K for the year ended December 31, 2010.

Business Environment

The securities industry is directly affected by e@h economic and market conditions, including
fluctuations in volume and price levels of secesitand changes in interest rates, inflation, paliti
events, investor participation levels, legal andjulatory, accounting, tax and compliance
requirements and competition, all of which havemapact on commissions, firm trading, fees from
accounts under investment management as well a&sffeeinvestment banking services, and
investment income as well as on liquidity. Subssrfluctuations can occur in revenues and net
income due to these and other factors.
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For a number of years, the Company has offeredomurte securities (“ARS”) to its clients. A
significant portion of the market in ARS has ‘faildecause, in the tight credit market, the dealers
are no longer willing or able to purchase the irabat between supply and demand for ARS. These
securities have auctions scheduled on either 8 @r 35 day cycle. Clients of the Company own a
significant amount of ARS in their individual acets. The absence of a liquid market for these
securities presents a significant problem to dieanid, as a result, to the Company. It should be
noted that this is a failure of liquidity and notlefault. These securities in almost all cases hate
failed to pay interest or principal when due. Theseurities are fully collateralized for the moattp
and, for the most part, remain good credits. The@my has not acted as an auction agent for ARS.

Interest rates on ARS typically reset through mhci@uctions. Due to the auction mechanism and
generally liquid markets, ARS have historically lesategorized as Level 1 in the fair value
hierarchy. Beginning in February 2008, uncertagin the credit markets resulted in substantially
all of the ARS market experiencing failed auctio@nce the auctions failed, the ARS could no
longer be valued using observable prices set iagictons. The Company has used less observable
determinants of the fair value of ARS, including ttrength in the underlying credits, announced
issuer redemptions, completed issuer redemptiordsaanouncements from issuers regarding their
intentions with respect to their outstanding AR¥he Company has also developed an internal
methodology to discount for the lack of liquiditpdanon-performance risk of the failed auctions.
Key inputs include spreads on comparable Treadetgisyto derive a discount rate, an estimate of
the ARS duration, and yields based on current@ugiin comparable securities that have not failed.
Due to the less observable nature of these infn<Company categorizes ARS in Level 3 of the fair
value hierarchy. As of March 31, 2011, the Comgaany a valuation adjustment (unrealized) of $4.8
million for ARS.

The Company has sought, with limited success, Gimgnfrom a number of sources to try to find
a means for all its clients to find liquidity frotheir ARS holdings and will continue to do so.
There can be no assurance that the Company wdubeessful in finding a liquidity solution for
all its clients’ ARS holdings. See “Risk FactorsThe Company may continue to be adversely
affected by the failure of the Auction Rate SedesitMarket” in the Company’s Annual Report
on Form 10-K for the year ended December 31, 2@itD"“Ractors Affecting ‘Forward-Looking
Statements”.

The Company is focused on growing its private ¢lemd asset management businesses through
strategic additions of experienced financial adwsan its existing branch system and
employment of experienced money management persanite asset management business. In
addition, the Company is committed to the improvetd its technology capability to support
client service and the expansion of its capitalketr capabilities while addressing the issue of
managing its expenses to better align them with dheent investment environment. The
Company will continue to nurture the growth of OMMHhs well as its business in non-U.S.
markets.

Regulatory and Legal Environment

The brokerage business is subject to regulationabygng others, the Securities and Exchange
Commission (“SEC”) and FINRA (formerly the NYSE amMASD) in the United States, the
Financial Services Authority (“FSA”) in the Unite&ingdom, the Securities and Futures
Commission in Hong Kong (“SFC"), the Israeli Setiad Authority (“ISA”) in Israel and various
state securities regulators. Events in recent ysarsounding corporate accounting and other
activities leading to investor losses resultedhm énactment of the Sarbanes-Oxley Act and have
caused increased regulation of public companiesv Nmulations and new interpretations and
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enforcement of existing regulations are creatingreiased costs of compliance and increased
investment in systems and procedures to comply \lithsse more complex and onerous
requirements. Increasingly, the various statesiraposing their own regulations that make the
uniformity of regulation a thing of the past, andke compliance more difficult and more expensive
to monitor.

In July 2010, Congress enacted extensive legislatititied the Dodd-Frank Wall Street Reform and
Consumer Protection Act (“Dodd Frank”) in whichniandated that the SEC and other regulators
conduct comprehensive studies and issue new remdabased on their findings to control the
activities of financial institutions in order togtect the financial system, the investing publid an
consumers from issues and failures that occurretiérecent financial crisis. All relevant studies
have not yet been completed, but they are widgheebed to extensively impact the regulation and
practices of financial institutions including ther@pany. The changes are likely to significantly
reduce leverage available to financial instituti@msl to increase transparency to regulators and
investors of risks taken by such institutionsslimpossible to presently predict the nature ohsuc
rulemaking, and rules adopted in the U.S. and thieed Kingdom would create a new regulator for
certain activities, regulate and/or prohibit prefary trading for certain deposit taking institagp
control the amount and timing of compensation figtity paid” employees, create new regulations
around financial transactions with consumers raagithe adoption of a uniform fiduciary standard
of care of broker-dealers and investment advisergiging personalized investment advice about
securities to retail customers, and increase theladiures provided to clients, and possibly craate
tax on securities transactions. If and when enastazh regulations will likely increase compliance
costs and reduce returns earned by financial geprmviders and intensify compliance overall. It is
difficult to predict the nature of the final regtitans and their impact on the business of the
Company.

The impact of the rules and requirements that wezated by the passage of the Patriot Act, and
the anti-money laundering regulations (AML) in eS. and similar laws in other countries that
are related thereto have created significant a@istesmpliance and can be expected to continue to
do so.

Pursuant to FINRA Rule 3130 (formerly NASD Rule 3@hd NYSE Rule 342), the chief executive

officers (“CEQs") of regulated broker-dealers (imtihg the CEO of Oppenheimer) are required to
certify that their companies have processes ineptacestablish and test supervisory policies and
procedures reasonably designed to achieve comeliaitc federal securities laws and regulations,
including applicable regulations of self-regulatargganizations. The CEO of the Company is

required to make such a certification on an anbasis and did so in March 2011.

Other Regulatory Matters

In February 2010, Oppenheimer finalized settlemeritseach of the New York Attorney General's
office ("NYAG”) and the Massachusetts Securitiesiglon (“MSD” and, together with the NYAG,
the “Regulators”) concluding investigations and adstrative proceedings by the Regulators
concerning Oppenheimer’'s marketing and sale ofi@ucate securities (“ARS”). Pursuant to those
settlements, as at March 31, 2011, the Companyptathased approximately $41.5 million in ARS
from its clients and expects to purchase at leaatiditional $35.9 million of ARS from its clierthy
July 31, 2011. The Company’s purchases of ARS fiteralients will continue on a periodic basis
thereafter pursuant to the settlements with theuRegs. The ultimate amount of ARS to be
repurchased by the Company cannot be predicted amith certainty and will be impacted by
redemptions by issuers and client actions duriagdriod, which cannot be predicted.

In addition to the purchases of $41.5 million of &Bs of March 31, 2011 from clients referred to
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above, the Company also held $2.4 million in AR&smroprietary trading account as of March 31,
2011 as a result of the failed auctions in Febr28@8. These ARS positions primarily represent
Auction Rate Preferred Securities issued by clesetfunds and, to a lesser extent, Municipal
Auction Rate Securities which are municipal bondsapped by municipal bond insurance and
Student Loan Auction Rate Securities which aretdsseked securities backed by student loans
(collectively referred to as “ARS”).

The Company'’s clients held at Oppenheimer appraaty&484.8 million of ARS at March 31,
2011, exclusive of amounts that 1) were owned bgliad Institutional Buyers (“QIBs”), 2)
were transferred to the Company, 3) were purchagedients after February 2008, or 4) were
transferred from the Company to other securitiemdiafter February 2008. This represents a
decrease of $47.0 million from amounts that otk held as of December 31, 2010 as a result
of issuer redemptions and purchases by the Company.

See “Risk Factors — The Company may continue t@adersely affected by the failure of the
Auction Rate Securities Market,” appearing in lt&#fto the Company’s Annual Report on Form
10-K for the year ended December 31, 2010 and ‘Illegeedings” herein.

Other Matters

A subsidiary of the Company was the administragigent for two closed-end funds until December
5, 2005. The Company has been advised by the tadeministrative agent for these two funds that
the Internal Revenue Service may file a claim fteriest and penalties for one of these funds with
respect to the 2004 tax year as a result of agealléilure of such subsidiary to take certainoasti
The Company will continue to monitor developmentthis matter.

The Company operates in all state jurisdictionth@United States and is thus subject to regulation
and enforcement under the laws and regulationscf ef these jurisdictions. The Company has
been and expects that it will continue to be suhginvestigations and some or all of these may
result in enforcement proceedings as a resuls @iusiness conducted in the various states.

As part of its ongoing business, the Company recoederves for legal expenses, judgments, fines
and/or awards attributable to litigation and retpriamatters. In connection therewith, the Company
has maintained its legal reserves at levels itebes will resolve outstanding matters, but may
increase or decrease such reserves as mattersitwamaaccordance with applicable accounting
guidance, the Company establishes reserves fgatiith and regulatory matters when those matters
present loss contingencies that are both probaloleesmsonably estimable. When loss contingencies
are not both probable and reasonably estimablé;dngpany does not establish reserves. In some of
the matters described below under “Legal Procestiirigcluding but not limited to théJ.S.
Airways matter, loss contingencies are not probable aadorgbly estimable in the view of
management and, accordingly, reserves have not désablished for those matters. See “Legal
Proceedings” herein and note 13 to the consoliditadcial statements appearing in ltem 8 to the
Company’s Annual Report on Form 10-K for the yaatezl December 31, 2010.

Business Continuity

The Company is committed to an on-going investmernts technology and communications
infrastructure including extensive business corynplanning and investment. These costs are
on-going and the Company believes that currentfatugle costs will remain high due to business
and regulatory requirements. This investment haseased in 2008 and 2009 as a result of the
January 2008 acquisition of certain businesses fE®BC and the Company’s need to build out
its platform to accommodate these businesses. thgp@ny made infrastructure investments for
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technology in 2010 when it built a new data cebi@h to accommodate its existing and future
business and to restructure its disaster recouannmg.

Outlook

The Company's long-term plan is to continue to eglpexisting offices by hiring experienced
professionals as well as through the purchaseearttipg branch offices from other broker dealers or
the opening of new branch offices in attractiveatams, thus maximizing the potential of each effic
and the development of existing trading, investmeanking, investment advisory and other
activities. Equally important is the search forbléaacquisition candidates. As opportunities are
presented, it is the long-term intention of the @any to pursue growth by acquisition where a
comfortable match can be found in terms of corgogtals and personnel at a price that would
provide the Company's stockholders with incremevadle. The Company may review additional
potential acquisition opportunities, and will conté to focus its attention on the management of its
existing business. In addition, the Company is catathto improving its technology capabilities to
support client service and the expansion of itdalamarkets capabilities.

Results of Operations

The Company reported a net profit of $5.1 millian$0.38 per share for the first quarter of 2011,
compared to $9.2 million or $0.69 per share in fir@ quarter of 2010, a decrease of 44.5%.
Revenue for the first quarter of 2011 was $253 lamj compared to revenue of $246.2 million in
the first quarter of 2010, an increase of 2.9%eriliassets entrusted to the Company and under
administration totaled approximately $74.8 billiarhile client assets under fee-based programs
offered by the asset management groups totaledapmtely $19.9 billion at March 31, 2011
($69.6 billion and $17.0 billion, respectively March 31, 2010).

The global economy continued to recover duringfitet quarter of 2011 and the stock market
recovered to new highs during the quarter. The vego continued despite uprisings in the
Middle East and northern Africa, the earthquake thami in Japan, continued concerns over
European sovereign debt, signs of inflationary guwess throughout the emerging economies as
well as expectations for higher interest rates. l@Vjub creation drove reduced unemployment
and the reported earnings of American corporati@mvered, concerns about record fiscal
deficits and continued discord in Washington creéaterket volatility amidst low volumes and
lower investor participation in the markets.

Revenue increased by 2.9% in the first quarter @ffl2compared to the first quarter of 2010
driven by increased revenue relating to interestestment banking and advisory fees, offset by
reduced principal transaction revenues.

Expenses increased by 5.8% in the first quart@0afl. compared to the first quarter of 2010 driven
primarily by higher compensation costs. A sigaificincrease in share-based compensation costs
related to the Company’s stock appreciation rigis contributed to a $7.6 million difference in
compensation related costs between the three-npenithds ended March 31, 2011 and March 31,
2010, as discussed below.

36



The following table and discussion summarizes thanges in the major revenue and expense

categories for the periods presented:

Expressed in thousands of dollars.

Three months ended

March 31,
2011 versus 2010
Period to
Period Percentage
Change Change

Revenue -
Commissions $(1,342) -1.0%
Principal transactions, net (9,188) -45.5%
Interest 5,211 54.4%
Investment banking 3,257 12.9%
Advisory fees 5,655 13.2%
Other 3,649 35.6%
Total revenue 7,242 2.9%
Expenses -
Compensation and related expenses 12,236 7.7%
Clearing and exchanges fees (249) -3.8%
Communications and technology (501) -3.0%
Occupancy and equipment costs 86 0.5%
Interest 2,473 46.7%
Other (772) -3.0%
Total expenses 13,273 5.8%
Profit before income taxes (6,031) -38.0%
Income tax provision (2,428) -37.4%
Net profit (3,603) -38.5%
Net profit attributable to non-

controlling interest, net of tax 479 244.4%
Net profit attributable to

Oppenheimer Holdings Inc. $(4,082) -44.5%

Revenue and Expenses

Revenue - First Quarter 2011

» Commission revenue was $136.9 million for the fiysarter of 2011, a decrease of 1.0%
compared to $138.2 million in the first quarter26f10. Market conditions in the first
guarter of 2011 were comparable to conditions @nfiitst quarter of 2010.

» Principal transactions revenue was $11.0 milliothi first quarter of 2011 compared to
$20.2 million in the first quarter of 2010, a dexse of 45.5%. The decrease stems from
lower profits in loan trading income which were $3®0 in the first quarter of 2011
compared to $3.3 million in the first quarter oflPOreflecting lower trading activity.
Trading revenue in fixed income declined by $5.9iom in the first quarter of 2011
compared with the first quarter of 2010 driven miity by increases to valuation



adjustments of $3 million during the period relatea larger principal amount of auction
rate securities.

Interest revenue was $14.8 million in the first geof 2011, an increase of 54.4%
compared to $9.6 million in the first quarter of 120 The increase is primarily
attributable to interest earned on positions andree repurchase agreements held by the
government trading desk which did substantially enbusiness in the first quarter of
2011 compared to the same period in 2010.

Investment banking revenue for the first quartet2@as $28.4 million, an increase of
12.9% compared to $25.2 million in the first quadé 2010 driven by a $5.3 million
increase in corporate advisory fees offset by aedese of $1.8 million in fees associated
with equities underwritings.

Advisory fees were $48.4 million in the first quartof 2011, an increase of 13.2%
compared to $42.gillion in the first quarter of 2010. Asset manageinfees increased
by $6.2 million in the first quarter of 2011 comedrto the same period in 2010 as a
result of an increase in the value of assets umderagement of 14.6% during the period.
Asset management fees are calculated based om alsats under management at the
end of the prior quarter and were $18.8 billiorDacember 31, 2010 ($16.4 billion at
December 31, 2009). This increase was offset bgcaedise of $311,000 of fees earned
on money market products during the first quarfe2@L1. During the first quarter of
2011, the Company waived $5.9 million in fees ththerwise would have been due from
money market funds ($6.1 million in the first qusirdf 2010).

Other revenue for the first quarter of 2011 was.$14&illion, an increase of 35.6%
compared to $10.2 million in the first quarter &1 primarily as a result of an increase
of $3.5 million in loan origination and servicinges from the Oppenheimer Multifamily
Housing & Healthcare Finance business.

Expenses - First Quarter 2011

Compensation and related expenses for the firsteyjuaf 2011 were $170.4 million, an
increase of 7.7% compared to $158.2 million in fin&t quarter of 2010. As indicated
above, share-based compensation expense direlettgddo the increase in the price of
the Company’s stock during the quarter accounted706 million of the variance. The
Company’s stock price was $33.51 per share at Maicl2011 compared to $26.21 per
share at December 31, 2010 resulting in an expeh&3.6 million during the three-
month period ended March 31, 2011. During the coaige period in 2010, the
Company recorded a credit of $4.0 million basedaatecline in the Company’s stock
price ($25.51 per share at March 31, 2010 compar&33.22 per share at December 31,
2009). In addition, production and incentive-retateompensation increased by $5.7
million for the first quarter of 2011 due to overaigher revenues on which such
compensation was measured in 2011 compared to&til@ue to the recording of an out-
of-period adjustment in the first quarter of 20h0thhe amount of $3.7 million related to
over-accruals in compensation expense in 2009 whabliced expense in the 2010 period.
Clearing and exchange fees for the first quarte20dfl were $6.3 million, a decrease of
3.8% compared to $6.6 million in the first quartdr2010 due to lower transaction
volumes.

Communications and technology expenses for thé fjtmrter of 2011 were $15.9
million, a decrease of 3.0% compared to $16.4 omllin the first quarter of 2010 as a
result of lower data communication and softwaretcadfset by higher market data
related costs.

Occupancy and equipment costs for the first quaofer2011 were $18.5 million,
relatively unchanged from the first quarter of 2010
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* Interest expenses were $7.8 million for the fisaer of 2011, an increase of 46.7%
compared to $5.3 million in the first quarter ofl®Oprimarily due to interest expense
incurred on repurchase agreements utilized to fi@ahigher levels of government
inventories and for “matched-book” transactions.

» Other expenses for the first quarter of 2011 we24.6 million, a decrease of 3.0%
compared to $25.4 million in the first quarter @1P primarily due to decreased legal
costs.

Liquidity and Capital Resources

Total assets at March 31, 2011 increased by 20réfb December 31, 2010 levels due in large part
to the Company’s expansion of its government tiadiask. The Company satisfies its need for
short-term funds from internally generated fundd emilateralized and uncollateralized borrowings,
consisting primarily of bank loans, stock loans amtommitted lines of credit. The Company
finances its trading in government securities tglouhe use of repurchase agreements. The
Company’s longer-term capital needs are met thréluglissuance of the Senior Secured Credit Note
and the Subordinated Note. The amount of Oppeninsiimenk borrowings fluctuates in response to
changes in the level of the Company's securitiesnitories and customer margin debt, changes in
stock loan balances and changes in notes receifrabfeemployees. The Company believes that
such availability will continue going forward butireent conditions in the credit markets may make
the availability of bank financing more challengimy the months ahead. Oppenheimer has
arrangements with banks for borrowings on a fullifateralized basis. At March 31, 2011, the
Company had $113.2 million of such borrowings @utding compared to outstanding borrowings
of $147.0 million at December 31, 2010.

Volatility in the financial markets, and the contémce of credit problems throughout the national
economy, has had an adverse affect on the availatil credit through traditional sources. As a
result of concern about the ability of markets galtyeand the strength of counterparties speclifical
many lenders have reduced and, in some casesgddega®vide funding to the Company on both a
secured and unsecured basis.

In February 2010, Oppenheimer finalized settlemeitts each of the New York Attorney General's
office (“NYAG") and the Massachusetts Securitiesilon (“MSD” and, together with the NYAG,
the “Regulators”) concluding investigations and adstrative proceedings by the Regulators
concerning Oppenheimer’'s marketing and sale ofi@ucate securities (“ARS”). Pursuant to those
settlements, as at March 31, 2011, the Companytsathased approximately $41.5 million in ARS
from its clients and expects to purchase at leaatditional $35.9 million of ARS from its cliertty
July 31, 2011. The Company’s purchases of ARS fteralients will continue on a periodic basis
thereafter pursuant to the settlements with theuR&mys. The ultimate amount of ARS to be
repurchased by the Company cannot be predicted amith certainty and will be impacted by
redemptions by issuers and client actions duriag#riod, which cannot be predicted.

In addition to the purchases of $41.5 million of &Rom clients referred to above, the Company
also held $2.5 million in ARS in its proprietarading account as of March 31, 2011 as a result of
the failed auctions in February 2008. These ARSitipas primarily represent Auction Rate
Preferred Securities issued by closed-end funds tand lesser extent, Municipal Auction Rate
Securities which are municipal bonds wrapped by iofpal bond insurance and Student Loan
Auction Rate Securities which are asset-backedrifesubacked by student loans (collectively
referred to as “ARS").
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In 2006, the Company issued a Senior Secured QOxedé in the amount of $125.0 million at a
variable interest rate based on LIBOR with a sexear-term to a syndicate led by Morgan Stanley
Senior Funding Inc., as agent. In accordance thélsenior Secured Credit Note, the Company has
provided certain covenants to the lenders withaetsfp the maintenance of a minimum fixed charge
ratio and maximum leverage ratio and minimum nepitah requirements with respect to
Oppenheimer.

On December 22, 2008, certain terms of the Serdour@d Credit Note were amended, including
(1) revised financial covenant levels that reqthi (i) the Company maintain a maximum leverage
ratio (total long-term debt divided by EBITDA) of@® at March 31, 2011 and (ii) the Company
maintain a minimum fixed charge ratio (EBITDA adadfor capital expenditures and income taxes
divided by the sum of principal and interest payts@m long-term debt) of 2.00 at March 31, 2011,
(2) an increase in scheduled principal paymentelisvs: 2009 - $400,000 per quarter plus $4.0
million on September 30, 2009; 2010 - $500,000 quearter plus $8.0 million on September 30,
2010; (3) an increase in the interest rate to LIB@ES 450 basis points (an increase of 150 basis
points); and (4) a pay-down of principal equalite tost of any share repurchases made pursuant to
the Issuer Bid. In the Company’s view, the maximeawerage ratio and minimum fixed charge ratio
represent the most restrictive covenants. Thekss ratljust each quarter in accordance with the loan
terms, and become more restrictive over tild@March 31, 2011, the Company was in compliance
with all of its covenants.

The effective interest rate on the Senior SecumediiCNote for the three months ended March 31,
2011 was 4.81%. Interest expense, as well as stfgagd on a cash basis for the three months ended
March 31, 2011, on the Senior Secured Credit Nate $270,600 ($387,000 in the three months
ended March 31, 2010). The $22.4 million principaiount outstanding at March 31, 2011 was
repaid in full on April 12, 2011.

The obligations under the Senior Secured Credie ot guaranteed by certain of the Company’s
subsidiaries, other than broker-dealer subsidianigl certain exceptions, and are collateralizgd b
lien on substantially all of the assets of eachrautar, including a pledge of the ownership interes
in each first-tier broker-dealer subsidiary heldalyuarantor, with certain exceptions.

On January 14, 2008, in connection with the acpisiof certain businesses from CIBC World
Markets Corp., CIBC made a loan in the amount @0#1 million and the Company issued a
Subordinated Note to CIBC in the amount of $100illiam at a variable interest rate based on
LIBOR. The Subordinated Note is due and payabldasmary 31, 2014 with interest payable on a
quarterly basis. The purpose of this note is topstpthe capital requirements of the acquired
business. In accordance witle Subordinated Note, the Company has provided cestaianants to
CIBC with respect to the maintenance of a minimixed charge ratio and maximum leverage ratio
and minimum net capital requirements with respe@ppenheimer.

Effective December 23, 2008, certain terms of thbo&dinated Note were amended, including (1)
revised financial covenant levels that require {fjathe Company maintain a maximum leverage
ratio of 2.35 at March 31, 2011 and (ii) the Comparaintain a minimum fixed charge ratio of 1.65
at March 31, 2011; and (2) an increase in the @sterate to LIBOR plus 525 basis points (an
increase of 150 basis points). In the Companyesvythe maximum leverage ratio and minimum
fixed charge ratio represent the most restrictisegenants. These ratios adjust each quarter in
accordance with the loan terms, and become motectiee over time. At March 31, 2011, the
Company was in compliance with all of its covenants

The effective interest rate on the Subordinatect Nt the three months ended March 31, 2011 was
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5.55%. Interest expense, as well as interest peadaash basis for the three months ended March 31,
2011, on the Subordinated Note was $1.4 million4#iillion for the three months ended March 31,
2010). On April 12, 2011, the Subordinated Note wepsid in full.

Refinancing

On April 12, 2011, the Company completed the pavalacement of $200.0 million in aggregate
principal amount of 8.75 percent Senior SecurecesldtNotes™) due April 15, 2018 at par. The
interest on the Notes will be payable semi-annuatiyApril 15" and October 1% Proceeds from
the private placement were used to retire the Morgtnley Senior Secured Credit Note due
2013 ($22.4 million) and the CIBC Subordinated Ndtee 2014 ($100.0 million) and other
general corporate purposes. The carrying valudhefoutstanding Debt as of March 31, 2011
totaled $122.4 million. The private placement reslilin the fixing of the interest rate over the
term of the Notes compared to the variable rate tfeth was retired and an extension of the debt
maturity dates as described above. The cost te igmINotes is estimated to total approximately
$4.1 million which will be capitalized during théree months ending June 30, 2011 and
amortized over the period of the Notes. The Compaitlywrite off $344,000 in unamortized
debt issuance costs related to the Senior SecusastitGlote during the three months ending June
30, 2011. Additionally, as a result of the refinagcof the Subordinated Note, the effective
portion of the net loss of $1.3 million relatedtte interest rate cap cash flow hedge will be
reclassified from accumulated other comprehensige bn the condensed consolidated balance
sheet to a loss on the condensed consolidatednetateof operations during the three months
ending June 30, 2011.

The indenture for the Notes contains covenants Seéwbit 10.1 filed herewith) which place
restrictions on the incurrence of indebtedness pthanent of dividends, sale of assets, mergers
and acquisitions and the granting of liens. TheeNgbrovide for events of default including
nonpayment, misrepresentation, breach of coverzemtdankruptcy. The Company’s obligations
under the Notes are guaranteed, subject to celitaitations, by the same subsidiaries that
guaranteed the obligations under the Senior SecOredit Note and the Subordinated Note
which were retired. These guarantees may be shaeda senior basis, under certain
circumstances, with newly incurred debt outstandmidpe future.

Liquidity

For the most part, the Company’s assets consisasif and assets which can be readily converted
into cash. Receivable from dealers and clearin@rorgtions represent deposits for securities
borrowed transactions, margin deposits or curranisactions awaiting settlement. Receivable from
customers represents margin balances and amouatsrdtransactions awaiting settlement. Our
receivables are, for the most part, collateralizganarketable securities. The Company’s collateral
maintenance policies and procedures are designkalitdhe Company’s exposure to credit risk.
Securities owned, with the exception of the AR®, mainly comprised of actively trading, readily
marketable securities. The Company advanced $2lBmmin forgivable notes, net to financial
advisors for the three months ended March 31, 2631 million for the three months ended March
31, 2010) as upfront or backend inducements. Theuabof funds allocated to such inducements
will vary with market conditions and available opjpmities.

The Company satisfies its need for short-term difyi from internally generated funds,

collateralized and uncollateralized bank borrowjrgieck loans and repurchase agreements. Bank
borrowings are collateralized by firm and custosesurities. In addition, letters of credit are éxbu

41



in the normal course of business to satisfy cedaliateral requirements in lieu of depositing cash
securities.

The Company does not repatriate the earnings dioitign subsidiaries. Foreign earnings are
permanently reinvested for the use of the foreigrssliaries and therefore these foreign earnirgys ar
not available to satisfy the domestic liquidityuggments of the Company.

The Company obtains short-term borrowings primatilpugh bank call loans. Bank call loans are
generally payable on demand and bear interesriaugaates but not exceeding the broker call rate.
At March 31, 2011, bank call loans were $113.2ioml($37.6 million at March 31, 2010). Average
bank loans outstanding for the three months endactivM31, 2011 were $121.1 million ($50.9
million for the three months ended March 31, 20T0k largest bank loan outstanding for the three
months ended March 31, 2011 was $193.6 million & gillion for the three months ended March
31, 2010). The average weighted interest rate ggigt on March 31, 2011 was 1.29%.

At March 31, 2011, stock loan balances totaled #6iillion ($400.3 million at March 31, 2010).
The average daily stock loan balance for the thresths ended March 31, 2011 was $383.1 million
($413.3 million for the three months ended MarchZ8110). The largest stock loan balances for the
three months ended March 31, 2011 was $450.8 mi|#6d56.1 million for the three months ended
March 31, 2010).

The aggregate amount of stock loan and borrowitigitgchas increased as equity markets have
improved and as the values of the underlying seesifhave increased. Client demand for margin
borrowing has increased somewhat and with it tlsreléo establish “short” positions which creates
further demand for stock borrowing activity to filithe obligation to complete delivery.

Securities purchased under agreements to sellemodities sold under agreements to repurchase are
used by the Company when acting as intermedianydagt borrowers and lenders of short-term
funds and to provide funding for various inventpositions. At March 31, 2011, the fair value of the
resale agreements and repurchase agreements Wéré $dllion and $532.5 million, respectively.

At March 31, 2011, the gross balances of resaleeagents and repurchase agreements were $2.7
billion and $3.0 billion, respectively. The averaigly balance of resale agreements and repurchase
agreements on a gross basis for the three montiesi éviarch 31, 2011 was $5.0 billion and $5.5
billion, respectively. The largest amount of resajeeements and repurchase agreements outstanding
on a gross basis during the three months endedhM&drc2011 was $7.4 billion and $8.2 billion,
respectively.

OMHHF, which is engaged in mortgage brokerage amdicing, has obtained an uncommitted
warehouse facility line through PNC Bank (“PNC”)den which OMHHF pledges Federal Housing
Administration (“FHA") guaranteed mortgages forexipd of up to 10 business days and PNC table
funds the principal payment to the mortgagee. OMHeéffays PNC upon the securitization of the
mortgage by the Government National Mortgage Assioci (‘GNMA”) and the delivery of the
security to the counter party for payment pursuana contemporaneous sale on the date the
mortgage is funded. At March 31, 2011, OMHHF ha®.@3million outstanding under the
warehouse facility line at a variable interest &té month LIBOR plus 2.75%. Interest expense for
the three months ended March 31, 2011 was $372,100.
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Liquidity Management

The Company manages its need for liquidity on & dmisis to ensure compliance with regulatory
requirements and the covenants stipulated by itg68ecured Credit Note and Subordinated Note
obligations. The Company’s liquidity needs may Bfected by market conditions, increased
inventory positions, business expansion and otimanticipated occurrences. In the event that
existing financial resources do not satisfy the Gany’'s needs, the Company may have to seek
additional external financing. The availability @ich additional external financing may depend on
market factors outside the Company’s control.

Funding Risk
Dollar amounts are expressed in thousands.

For the three months
ended March 31,

2011 2010
Cash provided by (used in) operating activities 638  $(52,966)
Cash used in investing activities (1,549) (1,337)
Cash (used in) provided by financing activities ,0ZB) 37,575
Net increase (decrease) in cash and cash equivalent $86 $(16,728)

Management believes that funds from operations,bawed with the Company's capital base and
available credit facilities, are sufficient for t®mpany's liquidity needs in the foreseeable &utur
(See Factors Affecting “Forward-Looking Statements”

Other Matters

During the first quarter of 2011, the Company islsk@6,541 shares of Class A Stock pursuant to the
Company’s share-based compensation programs.

On February 25, 2011, the Company paid cash digiglen$0.11 per share of Class A and Class B
Stock totaling approximately $1.5 million from atedile cash on hand.

On April 28, 2011, the Board of Directors declasedegular quarterly cash dividend of $0.11 per
share of Class A and Class B Stock payable on May@11 to stockholders of record on May 13,
2011.

The book value of the Company’s Class A and ClasSt&k was $36.31 at March 31, 2011
compared to $34.73 at March 31, 2010, based oh dotstanding shares of 13,634,743 and
13,341,232, respectively.

The diluted weighted average number of shares @&CA and Class B Stock outstanding for the
three months ended March 31, 2011 was 14,203,4dpared to 13,855,982 outstanding for the
same period in 2010.

Off-Balance Sheet Arrangements

Information concerning the Company’s off-balanceetharrangements is included in Note 5 of the

notes to the condensed consolidated financialns&ates. Such information is hereby incorporated by
reference.
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Contractual and Contingent Obligations

The Company has contractual obligations to makerdupayments in connection with non-
cancelable lease obligations and debt assumed thpoacquisition of the New Capital Markets
Business as well as debt issued in 2006. The Comalao has contractual obligations to make
payments to CIBC in connection with the acquisifiothe form of an earn-out to be paid in 2013 as
described in note 18 of the consolidated finarstiaements for the year ended December 31, 2010
appearing in Item 8 of the Company’s Annual RepbFRorm 10-K for the year ended December 31,
2010. On April 12, 2011, the Company repaid theaiaing debt assumed upon the acquisition from
the proceeds of a new senior note issued in theuatmaf $200.0 million. See note 11 to the
condensed consolidated financial statements.

The following table sets forth these contractual eontingent commitments as at March 31, 2011.

Expressed in millions of dollars.
Total Lessthan1 1-3 Years 3-5Years Morethan

Year 5 Years
Minimum rentals $197 $31 $71 $45 $50
Committed capital 5 5 - - -
Earn-out 25 - 25 - -
Revolving commitment (1) 7 - - - 7
Senior Secured Credit Note (2) 23 23 - - -
Subordinated Note (2) 100 100 - - -
ARS purchase offers (3) 44 36 8 - -
Total $401 $195 $104 $45 $57

(1) Represents unfunded commitments to providelvangcredit facilities by OPY Credit Corp.

(2) The Senior Secured Credit Note and the SubateihNote were retired on April 12, 2011
and the Company issued $200 million in 8.75% Se®emured Notes due April 15, 2018.

(3) Represents payments to be made pursuant fsRBesettlements entered into with Regulators
in February 2010 as well as commitments to purcAd®8 as a result of legal settlements. See
note 13 to the consolidated financial statement$hi® year ended December 31, 2010 appearing
in Item 8 of the Company’s Annual Report on ForrKlfbr the year ended December 31, 2010.

New Accounting Pronouncements

See Note 2 to the condensed consolidated finasteements. Such information is hereby
incorporated by reference.

Factors Affecting “Forward-Looking Statements”

From time to time, the Company may publish “Forwlaaking statements” within the meaning of
Section 27A of the Securities Act, and Section 8fLthe Exchange Act or make oral statements that
constitute forward-looking statements. These foddaoking statements may relate to such matters
as anticipated financial performance, future reesnar earnings, business prospects, projected
ventures, new products, anticipated market perfoomaand similar matters. The Private Securities
Litigation Reform Act of 1995 provides a safe harbwr forward-looking statements. In order to
comply with the terms of the safe harbor, the Campzautions readers that a variety of factors
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could cause the Company’s actual results to diffaterially from the anticipated results or other
expectations expressed in the Company’s forwarkifigostatements. These risks and uncertainties,
many of which are beyond the Company’s controlluche, but are not limited to: (i) transaction
volume in the securities markets, (ii) the volgtilof the securities markets, (iii) fluctuations in
interest rates, (iv) changes in regulatory requinets which could affect the cost and method of
doing business and reduce returns, (v) fluctuationcurrency rates, (vi) general economic
conditions, both domestic and international, (eilanges in the rate of inflation and the related
impact on the securities markets, (viii) competitipom existing financial institutions and other
participants in the securities markets, (ix) ledabelopments affecting the litigation experience of
the securities industry and the Company, includiegelopments arising from the failure of the
Auction Rate Securities markets and the resultgeofding litigation involving the Company, (x)
changes in federal and state tax laws which cofitttathe popularity of products sold by the
Company or impose taxes on securities transactfgndhe effectiveness of efforts to reduce costs
and eliminate overlap, (xii) war and nuclear confation as well as political unrest and regime
changes, (xiii) the Company’s ability to achiexehitisiness plan, (xiv) corporate governance issues,
(xv) the impact of the credit crisis and tight étedarkets on business operations, (xvi) the efbéct
bailout, financial reform and related legislatiortluding, without limitation, the Dodd-Frank Act,
(xvii) the consolidation of the banking and finalcservices industry, (xviii) the effects of the
economy on the Company’s ability to find and mamfaancing options and liquidity, (xix) credit,
operations, legal and regulatory risks, and (xs§girelated to foreign operations. There can be no
assurance that the Company has correctly or coehplielentified and assessed all of the factors
affecting the Company’s business. The Company aotsundertake any obligation to publicly
update or revise any forward-looking statements.

ITEM 3. Quantitative and Qualitative Disclosures Albut Market Risk

During the three months ended March 31, 2011, tivere no material changes to the information
contained in Part I, Item 7A of the Company’s AahReport on Form 10-K for the year ended
December 31, 2010.

ITEM 4. Controls and Procedures

The Company carried out an evaluation, under thgersision and with the participation of
management, including the Chief Executive Officard aChief Financial Officer, of the
effectiveness of the design and operation of isldsure controls and procedures as defined in
Rule 13a-15(e) and 15d-15(e) of the Securities &xgé Act of 1934. Based on this evaluation,
the Company's Chief Executive Officer and Chief dfinial Officer concluded that the
Company'’s disclosure controls and procedures wifeetive as of the end of the period covered
by this report.

Management, including the Chief Executive Officed &hief Financial Officer, does not expect that
the Company’s disclosure controls and procedurés imternal controls will prevent all error antl a
fraud. A control system, no matter how well conedixand operated, can provide only reasonable,
not absolute, assurance that the objectives o€ah&ol system are met. Further, the design of a
control system must reflect the fact that thereraseurce constraints and the benefits of controls
must be considered relative to their costs. Becalifee inherent limitations in all control systems
no evaluation of controls can provide absoluterasme that all control issues and instances otifrau
if any, within the Company have been detected. &hiekerent limitations include, but are not
limited to, the realities that judgments in degisimaking can be faulty and that break-downs can
occur because of a simple error or omission. Aaldlitily, controls can be circumvented by the
individual acts of some persons, by collusion af v more people, or by management override of
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the control. The design of any system of contrtde & based, in part, upon certain assumptions
about the likelihood of future events and there lsamo assurance that any design will succeed in
achieving its stated goals under all potential futoonditions; over time, controls may become
inadequate because of changes in conditions, odé¢lgeee of compliance with the policies or
procedures may deteriorate. Because of the inhénaitdtions in a cost—effective control system,
misstatements due to error or fraud may occur ahtiendetected.

The Company confirms that its management, includimgChief Executive Officer and its Chief
Financial Officer, concluded that the Company'sidisure controls and procedures are effective to
ensure that the information required to be discddse the Company in its reports filed under the
Securities Exchange Act of 1934 is recorded, psamgssummarized and reported within the time
periods specified in the rules and forms of the SEC

Changes in Internal Control over Financial Reportirg
There have been no significant changes in the Coypanternal control over financial reporting
(as defined in Rule 13a-15(f) of the Securities liaxge Act of 1934) during the three months

ended March 31, 2011 that have materially affeadedre reasonably likely to materially affect,
the Company’s internal control over financial repa.
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PART Il
OTHER INFORMATION

ITEM 1. Legal Proceedings

Many aspects of the Company’s business involve tanbal risks of liability. In the normal
course of business, the Company has been the sufjeuistomer complaints and has been
named as a defendant or co-defendant in variousuigsvor arbitrations creating substantial
exposure. The incidences of these types of claiave lincreased since the onset of the credit
crisis and the resulting market disruptions. Then@any is also involved from time to time in
certain governmental and self-regulatory agencyestigations and proceedings. These
proceedings arise primarily from securities brogeraasset management and investment banking
activities. There has been an increased incidefiaegulatory investigations in the financial
services industry in recent years, including custogiaims, which seek substantial penalties,
fines or other monetary relief.

While the ultimate resolution of routine pendingightion and other matters cannot be currently
determined, in the opinion of management, aftesaliation with legal counsel, the Company does
not believe that the resolution of these mattetshave a material adverse effect on its financial
condition. However, the Company’s results of opengt could be materially affected during any
period if liabilities in that period differ from j@r estimates. Notwithstanding the foregoing, an
adverse result in any of the matters set forthvibedo multiple adverse results in arbitrations and
litigations currently filed or to be filed againtste Company, including arbitrations and litigations
relating to auction rate securities, would haveatenml adverse effect on the Company’s results of
operations and financial condition, including itsle position. The materiality of legal mattershie t
Company’s future operating results depends onetved bf future results of operations as well as the
timing and ultimate outcome of such legal matt&se “Risk Factors — The Company may continue
to be adversely affected by the failure of the AurctRate Securities Market” in the Company’s
Annual Report on Form 10-K for the year ended Ddman31, 2010, as well as “Factors Affecting
‘Forward-Looking Statements” and “Management’s D&ston and Analysis of Financial Condition
and Results of Operations — Regulatory and Legeir&mment — Other Regulatory Matters and —
Other Matters.”

Auction Rate Securities Matters

For a number of years, the Company offered auatide securities (“ARS”) to its clients. A
significant portion of the market in ARS ‘failedi iFebruary 2008 due to credit market conditions,
and dealers were no longer willing or able to pasehthe imbalance between supply and demand for
ARS. See “Risk Factors — The Company may contiodee adversely affected by the failure of the
Auction Rate Securities Market” in the Company’'sndal Report on Form 10-K for the year ended
December 31, 2010 as well as “Management’s Disoassid Analysis of Financial Condition and
Results of Operations — Regulatory and Legal Enwirent — Other Regulatory Matters and — Other
Matters.”

Oppenheimer offered ARS to its clients in the sama@ner as dozens of other “downstream” firms
in the ARS marketplace - as an available cash nesmaigt option for clients seeking to increase
their yields on short-term investments similar tmeney market fund. The Company believes that
Oppenheimer’s participation therefore differs driacadly from that of the larger broker-dealers who
underwrote and provided supporting bids in the ianst and who subsequently entered into
settlements with state and federal regulators eaggeo purchase billions of dollars of their ct&n
ARS holdings. Unlike these other broker-dealegénheimer did not act as the lead or sole lead
managing underwriter or dealer in any ARS auctidumsng the relevant time period, did not enter
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support bids to ensure that any ARS auctions alearal played no role in any decision by the lead
underwriters or broker-dealers to discontinue @mgesupport bids and allowing auctions to fail.

On April 11, 2008, Oppenheimer (and a number offfgiates) was named as a defendant in a
proposed class action complaint captioBette M. Grossman v. Oppenheimer & Co. Inc. einal
the United States District Court for the Southernstiizt of New York. The complaint alleges,
among other things, that Oppenheimer violated &ediD(b) of the Securities Exchange Act of 1934
(as well as other provisions of the Federal saeariaws) by making material misstatements and
omissions and engaging in deceptive activitiehéndffer and sale of ARS. Oppenheimer filed an
answer to the complaint denying the allegationgpedpeimer believes it has meritorious defenses to
the claims raised in the lawsuit. On February 2092 this action was consolidated with tiaing
action described below and was subsequently disthisgh prejudice.

On May 12, 2008, Oppenheimer (and a number offitkates) was named as a defendant in a
proposed class action complaint captioBedid T. Vining v. Oppenheimer & Co. Inc. et.ialthe
United States District Court for the Southern Mistof New York. The complaint alleges, among
other things, that Oppenheimer violated Sectiob)10{ the Securities Exchange Act of 1934 (as
well as other provisions of the Federal securitaags) by making material misstatements and
omissions and engaging in deceptive activitiehédffer and sale of ARS. Oppenheimer filed an
answer to the complaint denying the allegationgpedpeimer believes it has meritorious defenses to
the claims raised in the lawsuit. On February MR theGrossmaraction discussed above was
consolidated with this action. The complaint regueslief in the form of compensatory damages in
an amount to be proven at trial as well as coslseapenses. On September 10, 2009, Oppenheimer
(and a number of its affiliates) filed a motiondismiss this consolidated action. On September 27,
2010, Oppenheimer’'s motion to dismiss was grantiitbut prejudice. Plaintiff filed an appeal of
this dismissal with the United States Circuit Cdartthe Second Circuit on October 28, 2010. On or
about January 26, 2011, Plaintiff and Oppenheirtipulated to a dismissal of the appeal with
prejudice.

On November 18, 2008, the Massachusetts Secubitiesion (the “MSD”) filed an Administrative
Complaint (the “Complaint”) against Oppenheimer &.Qnc. and certain individuals alleging
violations of the Massachusetts General Law, thesgslehusetts Uniform Securities Act and
regulations thereunder with respect to the sal®fyyenheimer of ARS to its clients. The Complaint
alleged, inter alia, that Oppenheimer improperlgrapresented the nature of ARS and the overall
stability and health of the ARS market. All resgents filed an answer to the Complaint denying
that the allegations in the Complaint had any badect or law.

As previously disclosed, Oppenheimer entered in@pasent Order (the “Order”) pursuant to the
Massachusetts Uniform Securities Act on February2P30 settling the pending administrative
proceeding against the respondents related to @ppeear's sales of ARS to retail and other
investors in the Commonwealth of Massachusetts.e@gimer agreed to pay, and has paid, the
external costs incurred by the MSD related to tivestigation and the administrative proceeding in
the amount of $250,000.

As previously disclosed, on February 23, 2010Nbe York Attorney General (“NYAG”) accepted
Oppenheimer’s offer of settlement and entered aurasice of Discontinuance (“AOD”) pursuant to
New York State Executive Law Section 63(15) in amstion with Oppenheimer’s marketing and
sale of ARS. Oppenheimer did not admit or denyafrthe findings or allegations contained in the
AOD and no fine was imposed.
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Pursuant to the terms of the Order, Oppenheimemmmed several offers to purchase Eligible
ARS (as defined in the Order) from Customer Accsuas defined in the Order) during 2010.
Pursuant to the Order, the Company made an imffal to purchase ARS from Massachusetts
customers on May 21, 2010 which closed on Augu2040. Pursuant to the Order, on August 19,
2010, Oppenheimer commenced a second offer to asgckligible ARS from Massachusetts
customers which closed on October 6, 2010. In @ddlipursuant to the terms of the AOD, the
Company made an initial offer to purchase ARS fieligible Investors on May 21, 2010 which
closed on August 4, 2010. Pursuant to the AOD, eceimber 3, 2010, Oppenheimer commenced an
additional offer to purchase Eligible ARS from Hbig Investors which closed on February 16,
2011. Accounts were, and will continue to be, aggted on a “household” basis for purposes of
these offers. As at March 31, 2011, the Companypwudhased approximately $41.5 million of
ARS from its clients pursuant to these offers.

The Company’s purchases of ARS from clients wilhtomie on a periodic basis pursuant to the
settlements with the Regulators. On February 0%120ppenheimer commenced a third offer to
purchase additional Eligible ARS from all eligibi#éassachusetts Customer Accounts which offer
closed April 7, 2011. Starting on or about May 612 or such time as Oppenheimer receives
approval from the NYAG, and continuing every six ntis thereafter until Oppenheimer has
extended a purchase offer to all Eligible Invest@gpenheimer will offer to purchase Eligible ARS
from Eligible Investors who did not receive an ialitpurchase offer, as excess funds become
available to Oppenheimer after giving effect to fimancial and regulatory capital constraints
applicable to Oppenheimer. Such offers will rem@ien for a period of seventy-five days from the
date on which each such offer to purchase is 3dmwa. Company expects to purchase at least an
additional $35.9 million of ARS from its clients Buly 31, 2011. The ultimate amount of ARS to be
repurchased by the Company cannot be predicted amith certainty and will be impacted by
redemptions by issuers and client actions duriagpériod, which also cannot be predicted.

In addition, Oppenheimer has agreed to work witluéss and other interested parties, including
regulatory and other authorities and industry pgdints, to provide liquidity solutions for other
Massachusetts clients not covered by the offerputchase. In that regard, on May 21, 2010,
Oppenheimer offered such clients a margin loannaganarginable collateral with respect to such
account holders’ holdings of Eligible ARS. As of Mha 31, 2011, Oppenheimer had extended
margin loans to five holders of Eligible ARS fromabsachusetts.

Further, Oppenheimer has agreed to (1) no later adays after Oppenheimer has completed
extending a purchase offer to all Eligible Invest(as defined in the AOD), use its best efforts to
identify any Eligible Investors who purchased Hllgi ARS (as defined in the AOD) and
subsequently sold those securities below par betwebruary 13, 2008 and February 23, 2010 and
pay the investor the difference between par andptlee at which the Eligible Investor sold the
Eligible ARS, plus reasonable interest thereon (&RS Losses”); (2) no later than 75 days after
Oppenheimer has completed extending a Purchaset®ffdl Eligible Investors, use its best efforts
to identify Eligible Investors who took out loan®m Oppenheimer after February 13, 2008 that
were secured by Eligible ARS that were not suco#igsductioning at the time the loan was taken
out from Oppenheimer and who paid interest assmtiaith the ARS-based portion of those loans
in excess of the total interest and dividends veckebn the Eligible ARS during the duration of the
loan (the “Loan Cost Excess”) and reimburse sualestors for the Loan Cost Excess plus
reasonable interest thereon; (3) upon providingidity to all Eligible Investors, participate in a
special arbitration process for the exclusive psepof arbitrating any Eligible Investor's claim for
consequential damages against Oppenheimer retatbd tnvestor’s inability to sell Eligible ARS;
and (4) work with issuers and other interestediggrincluding regulatory and governmental
entities, to expeditiously provide liquidity solois for institutional investors not within the
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definition of Small Businesses and Institutions @efined in the AOD) that held ARS in
Oppenheimer brokerage accounts on February 13, Z@8nheimer believes that because items
(2) through (3) above will occur only after it havided liquidity to all Eligible Investors, it Wi
take an extended period of time before the requingésnof items (1) through (3) will take effect.

Each of the AOD and the Order provides that indhent that Oppenheimer enters into another
agreement that provides any form of benefit to @ppenheimer ARS customer on terms more
favorable than those set forth in the AOD or thelddr Oppenheimer will immediately extend the
more favorable terms contained in such other ageatio all eligible investors. In the case of the
Order, it is limited to more favorable agreememitered into subsequent to the February 26, 2010
Order while, in the case of the AOD, it covers mfareorable agreements entered into prior and
subsequent to the February 23, 2010 AOD. The A@ibédr provides that if Oppenheimer pays (or
makes any pledge or commitment to pay) to any gorental entity or regulator pursuant to any
other agreement costs or a fine or penalty or ahgromonetary amount, then an equivalent
payment, pledge or commitment will become immedtiateved to the State of New York for the
benefit of New York residents.

If Oppenheimer fails to comply with any of the terget forth in the Order, the MSD may institute
an action to have the Order declared null and \ad reinstitute the previously pending
administrative proceedings. If Oppenheimer defaufisany obligation under the AOD, the NYAG
may terminate the AOD, at his sole discretion, up@lays written notice to Oppenheimer.

Reference is made to the Order between the MSIDapenheimer et. al, described in Item 3 of the
Company’s Annual Report on Form 10-K for the yeadesl December 31, 2009 and attached as
Exhibit 10.24 thereto, as well as the disclosuetsted thereto in the Company’s Quarterly Reports
on Form 10-Q for the quarters ended March 31, 20dfe 30, 2010 and September 30, 2010 and in
the Company’s Annual Report on Form 10-K for tharyended December 31, 2010, for additional
details of the agreements with the MSD. Referemiedsb made to the AOD between the NYAG and
Oppenheimer, described in ltem 3 of the Companyisual Report on Form 10-K for the year
ended December 31, 2009 and attached as Exhizi? I0ereto as well as the disclosures related
thereto in the Company’s Quarterly Reports on Fbér®Q for the quarters ended March 31, 2010,
June 30, 2010 and September 30, 2010 and in thg&o's Annual Report on Form 10-K for the
year ended December 31, 2010, for additional davathe agreements with the NYAG.

The Company is continuing to cooperate with ingeding entities from states other than
Massachusetts and New York.

In February 2009, Oppenheimer received notificatidra filing of an arbitration claim before
FINRA captionedU.S. Airways v. Oppenheimer & Co. Inc., et.sakking an award compelling
Oppenheimer to purchase approximately $250 miliionARS previously purchased by U.S.
Airways through Oppenheimer (which has subsequdrgn reduced to a $110 million liquidated
damages claim) or, alternatively, an award resaidiich sale. Plaintiffs’ seek an award of punitive
damages from Oppenheimer as well as interest oh auard. Plaintiff bases its claims on
numerous causes of action including, but not lichitg fraud, gross negligence, misrepresentation
and suitability. U.S. Airways is a publicly-tradedrporation that bought and sold ARS for many
years through several broker dealers, not just @hmpmer. It is also a “Qualified Institutional
Buyer” (as defined in Rule 144A of the Securitieslainge Act of 1934) and purchased ARS for
cash management purposes. On July 10, 2009, Oppentasserted a third party statement of claim
against Deutsche Bank Securities, Inc. (“DBSI”) dbdutsche Bank A.G. (“Deutsche AG”).
Deutsche AG challenged Oppenheimer's efforts to psnthat entity to appear at a FINRA
arbitration, sinceDeutsche AG argued, it is not a FINRA member. s8ghently, Oppenheimer
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deferred further action against Deutsche AG andgated prosecuting its third party claim against
DBSI. At the same time, Oppenheimer filed its agrstenying any liability to U.S. Airways. DBSI
subsequently filed a motion to sever the arbitratido a separate proceeding which motion was
granted on July 28, 2010. To the extent there detarmination by an arbitration panel that U.S.
Airways has been harmed, Oppenheimer’s third petement of claim against DBSI alleges that
DBSI is liable to U.S. Airways because of its ratethe process of creating, marketing and
procuring ratings for certain auction rate creitikéd notes purchased by U.S. Airways. The
arbitration with U.S. Airways is scheduled to comnmee in August 2011. No date has yet been set
for the arbitration with the DBSI. On January 2812, DBSI filed a motion to stay the DBSI
arbitration. Oppenheimer filed its opposition t@ tBBSI motion to stay on February 25, 2011.
Oppenheimer believes it has meritorious defensdbeaclaims made and intends to vigorously
defend itself against the allegations inth&. Airwaysaction.

In April 2009, Oppenheimer was served with a coinpia the United States District Court, Eastern
District of Kentucky captionedishland, Inc. and Ash Three, LLC v. Oppenheimer & I@c.
seeking compensatory and consequential damage®gsislteof plaintiff's purchase of approximately
$194 million in ARS. Plaintiff sought an awardminitive damages from Oppenheimer as well as
interest on such award. Plaintiff based its claimnumerous causes of action including, but not
limited to, fraud, gross negligence, misrepresenmtadnd suitability. Ashland is a publicly-traded
corporation that bought and sold ARS for many yehreugh several broker dealers, not just
Oppenheimer. It is also a “Qualified Institutiomalyer” (as defined in Rule 144A of the Securities
Exchange Act of 1934) and purchased ARS for cashagement purposes. The court granted
Oppenheimer’s motion to dismiss this action witkjydice on February 22, 2010. Plaintiff filed an
appeal of this dismissal with the United Statesu@irCourt for the Sixth Circuit on March 19, 2010.
Oppenheimer believes it has meritorious defensdbeaclaims made and intends to vigorously
defend itself in the appeal process.

In February 2009, the Company was served with &itration claim before FINRA captioned
Hansen Beverage Company v. Oppenheimer & Co.dhal, Hansen demands that its investments
in approximately $60 million in ARS, which are diliid and which Hansen purchased from
Oppenheimer, be rescinded. The claim alleges @pgtenheimer misrepresented liquidity and
market risks in the ARS market when recommending AR Hansen. Oppenheimer has filed its
response to the claim and also filed a motion smdis respondents Oppenheimer Holdings and
Oppenheimer Asset Management as parties improparhed in the arbitration. The arbitration is
scheduled to commence no earlier than June 20X .Chmpany believes that, as of March 31,
2011, approximately $26.5 million of the $60 mitlitdlansen held in ARS have been redeemed at
par by their issuers. Hansen is a “Qualified togonal Buyer” (as defined in Rule 144A of the
Securities Exchange Act of 1934) and purchased #R&ash management purposes. Oppenheimer
believes it has meritorious defenses to the clamasle and intends to vigorously defend itself
against the allegations in thianseraction.

In August 2009, Oppenheimer received notificatidntiee filing of an arbitration claim before
FINRA captionedInvestec Trustee (Jersey) Limited as Trustee foe Bh Paul's Trust v.
Oppenheimer & Co. Inc. et. akeking an award ordering Oppenheimer to repueciggroximately
$80 million in ARS previously purchased by InvesascTrustee for the St. Paul's Trust, and seeking
additional damages of $7.5 million as a resultlaiant’s liquidation of certain ARS positions in a
private securities transaction. Oppenheimer bdievmt claimant's current ARS holdings are
approximately $57 million par value, with the difface resulting from issuer redemptions.
Oppenheimer filed its answer denying any liabititythe claimant and asserted a counter-claim
against Investec as Trustee for the Trust, allegh@d Investec, and not Oppenheimer or its
representatives, owed a fiduciary duty to the &ul'B Trust and violated that duty. On July 15,201

51



Investec as Trustee moved in the Supreme CouhteoState of New York for a partial stay of the
arbitration, arguing, that Oppenheimer’s claim againvestec as Trustee is in reality a claim again
Investec itself, and that Oppenheimer is inappabgly seeking damages against Investec. On
January 4, 2011, the New York State Supreme Ceunitd Investec’s application for a partial stay.
Investec filed a notice of appeal to the New Yot&t& Appellate Division, First Department on
January 28, 2011. On February 9, 2011, Oppenhdilegiits opposition to Investec’s motion for a
partial stay of the arbitration proceedings angsmmoved for a stay of the arbitration in its eir
and an adjournment of the appeal until the AppelRivision’s June 2011 term. At the same time
Oppenheimer filed its answer, Oppenheimer assénteti party claims against the underwriters of
the ARS still held by claimant. Oppenheimer argireds third party arbitration claim that those
underwriters are liable to claimant because ofrttaé in the processing, trading, marketing and
supporting of the ARS still held by claimant and éther actions by the underwriters which lead to
the interruption in the ARS market. The underwsitBled a motion to sever the arbitration into a
separate proceeding which motion was granted oa 18n2010. The arbitration with Investec is
scheduled to commence in May 2011, subject to fipellate motions to stay the arbitration
discussed above. No date has yet been set fortifieaion with the underwriters. Oppenheimer
believes it has meritorious defenses to the clamade as well as third party claims and intends to
vigorously defend itself in this matter.

As of March 31, 2011, Oppenheimer and certainiatiitl parties are currently named as a defendant
or respondent in approximately 34 arbitration ckairbefore FINRA, brought by individuals and
entities who purchased ARS through Oppenheimemiouaits ranging from $25,000 to $25 million,
as well as five court actions brought in variousisfictions, seeking awards compelling
Oppenheimer to repurchase such ARS or, alterngtiegbards rescinding such sales, based on a
variety of causes of action similar to those désctiabove. The Company has filed, or is in the
process of filing, its responses to such claims hasg participated in or is awaiting hearings
regarding such claims before FINRA or in the cagtions. As of March 31, 2011, four ARS
matters were concluded in either court or arbdratvith Oppenheimer prevailing in three of those
matters and the claimant prevailing in the four@ppenheimer believes it has meritorious defenses
to these claims and intends to vigorously defenainst) these claims. Oppenheimer may also
implead third parties, including underwriters whéréoelieves such action is appropriate. It is
possible that other individuals or entities tharchased ARS from Oppenheimer may bring
additional claims against Oppenheimer in the futareepurchase or rescission.

See the “Risk Factors — The Company may contindzetadversely affected by the failure of the
Auction Rate Securities Market,” and Note 13 to ¢basolidated financial statements appearing in
Item 8 in the Company’s Annual Report on Form 1@Kthe year ended December 31, 2010 as
well as “Management’s Discussion and Analysis ofRtial Condition and Results of Operations —
Regulatory and Legal Environment — Other Regulaidajters and — Other Matters.”

Other Pending Matters

In addition to the ARS cases discussed above, abart March 13, 2008, Oppenheimer was served
in a matter pending in the United States Bankru@tourt, Northern District of Georgia, captioned
William Perkins, Trustee for International ManagermeAssociates v. Lehman Brothers,
Oppenheimer & Co. Inc., JB Oxford & Co., Bank ofetica Securities LLC and TD Ameritrade Inc.
The Trustee seeks to set aside as fraudulentdrariafexcess of $25 million in funds embezzled by
the sole portfolio manager for International Mamagat Associates, a hedge fund. Said portfolio
manager purportedly used the broker/dealer deféndacluding Oppenheimer, as conduits for his
embezzlement. Oppenheimer filed its answer to tneptaint on June 18, 2010. Oppenheimer filed
a motion for summary judgment, which was arguetlarch 31, 2011. Immediately thereafter, the
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Bankruptcy Court dismissed all of the Trustee'sinata against all defendants including
Oppenheimer. The Trustee has indicated he willfifiee an appeal of the dismissal.

In March 2010, the Company received a notice froomeel representing a receiver appointed by a
state district court in Oklahoma (the “Receiver)aversee a liquidation proceeding of Providence
Property and Casualty Company (“Providence”), afafma insurance company. That notice
demanded the return of Providence’s municipal haotfolio of approximately $55 million that had
been custodied at Oppenheimer beginning in Jark@09. In January 2009, the municipal bond
portfolio had been transferred to an insuranceihgldompany, Park Avenue Insurance LLC (“Park
Avenue”), as part of a purchase and sale transa®mrk Avenue used the portfolio as collateral for
a margin loan used to fund the purchase of Prog@émm Providence’s parent. On October 19,
2010, Oppenheimer was named as a co-defendacbmalaint filed by the Receiver in state district
court for Oklahoma County, Oklahoma captiostate of Oklahoma, ex rel. Kim Holland, Insurance
Commissioner, as Receiver for Park Avenue Propartgl Casualty Insurance Company V.
Providence Holdings, Inc., Falcon Holdings, LLC a&t.alleging that all defendants conspired to
unlawfully transfer the assets of Providence tokPavenue. In addition to Oppenheimer, the
complaint names as defendants nine individualgiatigthey were members of the board of directors
of Oppenheimer & Co. Inc. during the time periodsatie. In fact, for the time period alleged,afix
these individuals were not members of such boané. domplaint was subsequently amended to
name three individuals including the Chairman ardefCExecutive Officer, who is the only
individual who has been served, who were direabi®ppenheimer & Co. Inc. at the time of the
events in question. The complaint alleges caukastion for negligence, breach of fiduciary duty
and trespass to chattel and/or conversion and smeksl damages of $102 million, punitive
damages, interest and costs, including attornegs.f Oppenheimer moved to remove the matter to
the United States District Court, Western DistattOklahoma on December 2, 2010. Thereatfter,
the Receiver moved to remand the matter to thai®isourt of Oklahoma County, Oklahoma.
Oppenheimer filed its opposition to this motion Bebruary 3, 2011; the motion to remand was
granted. Oppenheimer believes it has meritoriofendes to the claims raised and intends to defend
against these claims vigorously including seekisgnissal of the claims against all the directors.
On January 18, 2011 and March 28, 2011, motiomtstoiss were filed on behalf of Oppenheimer
and the Chairman and Chief Executive Officer, respely, which motions are currently pending.
Discovery has not yet commenced.

In September 2010, Oppenheimer was named as dauddat in a complaint filed in the United
States District Court for the Southern DistrictNeg#w York captioned PTCC NY, Inc., The Proton
Institute of NY, LLC, and NY Medscan, LLC v. Raulialherapy Services Inc., New York Proton
Management LLC et. 4L0 CIV 7097) alleging that all defendants corexgpito eliminate plaintiffs
as competitors in providing a developing canceattnent in the Greater New York Area.
Oppenheimer provided certain investment bankingises to the various parties. The complaint
alleges causes of action for violation of the Slarmct, conversion, misappropriation of trade
secrets, unfair competition, and breaches of fatycduty and contract, and requests damages of
$350 million, punitive damages and injunctive fel@n November 12, 2010, Oppenheimer filed its
motion to dismiss plaintiffs’ complaint, and theteaplaintiffs filed their First Amended Complaint
On January 7, 2011, Oppenheimer refiled its motmmlismiss the Amended Complaint which
motion was granted in its entirety on February2Zd,1.

ITEM 1A. Risk Factors

During the three months ended March 31, 2011, tivere no material changes to the information
contained in Part I, Item 1A of the Company’s AnnBaport on Form 10-K for the year ended
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December 31, 2010.

ITEM 6. Exhibits

(d) Exhibits

10.1 Indenture dated as of April 12, 2011 amongeBppimer Holdings Inc., the
subsidiary guarantors, The Bank of New York Melloast Company, N.A., as
Trustee and The Bank of New York Mellon Trust Compaas Collateral Agent.

10.2 Registration Rights Agreement dated AprilZ(2,1 by and among Oppenheimer
Holdings Inc., a Delaware corporation, E.A. Vineternational Co., a Delaware
corporation, Viner Finance Inc., a Delaware corponsand Morgan Stanley & Co.
Incorporated, as representative of the severalliftirchasers.

10.3 Security Agreement by and among Oppenheimiglintdfs Inc., as grantor, and ea
other grantor from time to time party thereto ameiBank of New York Mellon
Trust Company, N.A., as Collateral Agent datedfaspoil 12, 2011.

14 Oppenheimer Holdings Inc. and Oppenheimer &@n.Code of Conduct and
Business Ethics for Directors, Officers and Empésye

311 Certification of Albert G. Lowenthal

31.2 Certification of Elaine K. Roberts

32 Certification of Albert G. Lowenthal and ElaikeRoberts
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SIGNATURES

Pursuant to the requirements of the Securities &g Act of 1934, the registrant has duly
caused this report to be signed on its behalf eytidersigned thereunto duly authorized, in thg Cit
of New York, New York on this 5tlday of May, 2011.

OPPENHEIMER HOLDINGS INC.

By: “A.G. Lowdrat”
A.G. Lowentthahairman and Chief Executive Officer
(Principal EExdive Officer)

By: “E.K. Roberts”
E.K. Roberts, Presid@ntasurer and Chief Financial Officer
(Principal Financial and Accounting Officer)
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CERTIFICATION  EXHIBIT 31.1

I, Albert G. Lowenthal, certify that:

By:

1.
2.

| have reviewed this quarterly report on Form 16f@ppenheimer Holdings Inc.;

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

Based on my knowledge, the financial statementsoétmer financial information included
in this report, fairly present in all material rests the financial condition, results of
operations and cash flows of the registrant aaraf for, the periods presented in this report;
The registrant’s other certifying officer(s) andate responsible for establishing and
maintaining disclosure controls and proceduresi¢fined in Exchange Act Rules 13a-15(e)
and 15d-15(e)) and internal control over financ&orting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrarmd have:

a) Designed such disclosure controls and procedoresused such disclosure controls and
procedures to be designed under our supervisia@mdore that material information relating
to the registrant, including its consolidated sdidsies, is made known to us by others
within those entities, particularly during the perin which this report is being prepared,;

b) Designed such internal control over financiglording, or caused such internal control
over financial reporting to be designed under oupesvision, to provide reasonable
assurance regarding the reliability of financighaing and the preparation of financial
statements for external purposes in accordance witherally accepted accounting
principles;

c) Evaluated the effectiveness of the registradisslosure controls and procedures and
presented in this report our conclusions abouetfeetiveness of the disclosure controls and
procedures, as of the end of the period coverdtibyeport based on such evaluation; and
d) Disclosed in this report any change in the temgi$'s internal control over financial
reporting that occurred during the registrant’s tmesent fiscal quarter (the registrant’s
fourth fiscal quarter in the case of an annual mg¢phat has materially affected, or is
reasonably likely to materially affect, the regisi's internal control over financial
reporting; and

The registrant’s other certifying officer(s) andhdve disclosed, based on our most recent
evaluation of internal control over financial refrug, to the registrant’'s auditors and the
audit committee of registrant’'s board of direct¢os persons performing the equivalent
functions):

(a) All significant deficiencies and material weakges in the design or operation of internal
control over financial reporting which are reasdpalikely to adversely affect the
registrant’s ability to record, process, summaaizé report financial information; and

b) Any fraud, whether or not material, that invaweanagement or other employees who
have a significant role in the registrant’s intéiwantrol over financial reporting.

“A.G. Lowenthal”

Name: Albert G. Lowenthal
Title: Chief Executive Officer

May 5, 2011
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CERTIFICATION EXHIBIT 31.2
I, Elaine K. Roberts, certify that:

1. | have reviewed this quarterly report on ForrQLOf Oppenheimer Holdings Inc.;

2. Based on my knowledge, this report does notafony untrue statement of a material fact
or omit to state a material fact necessary to nidee statements made, in light of the
circumstances under which such statements were, madiisleading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statemanis,other financial information included in
this report, fairly present in all material resgettte financial condition, results of operationd an
cash flows of the registrant as of, and for, th@ope presented in this report;

4. The registrant's other certifying officer(s) amdare responsible for establishing and
maintaining disclosure controls and proceduresi¢fined in Exchange Act Rules 13a-15(e) and
15d-15(e)) and internal control over financial neing (as defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresaused such disclosure controls and
procedures to be designed under our supervisicengore that material information relating to
the registrant, including its consolidated subsiega is made known to us by others within those
entities, particularly during the period in whidtistreport is being prepared,;

b) Designed such internal control over financiglorting, or caused such internal control over
financial reporting to be designed under our supenmv, to provide reasonable assurance
regarding the reliability of financial reporting cathe preparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

c) Evaluated the effectiveness of the registradisclosure controls and procedures and
presented in this report our conclusions abouteffectiveness of the disclosure controls and
procedures, as of the end of the period coverdhibyeport based on such evaluation; and

d) Disclosed in this report any change in the tesgi$'s internal control over financial reporting
that occurred during the registrant's most recesdaf quarter (the registrant’s fourth fiscal
guarter in the case of an annual report) that retemally affected, or is reasonably likely to
materially affect, the registrant’s internal cohtveer financial reporting; and

5. The registrant’s other certifying officer(s) ahthave disclosed, based on our most recent
evaluation of internal control over financial refray, to the registrant’s auditors and the audit
committee of registrant’s board of directors (arspas performing the equivalent functions):

(a) All significant deficiencies and material weekses in the design or operation of internal
control over financial reporting which are reasdpdizely to adversely affect the registrant’s
ability to record, process, summarize and repoaricial information; and

b) Any fraud, whether or not material, that invalweanagement or other employees who have a
significant role in the registrant’s internal cattover financial reporting.

By: “E.K. Roberts”
Name: Elaine K. Roberts
Title: Chief Financial Officer

May 5, 2011
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EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350

The undersigned, Albert G. Lowenthal, Chairman &hief Executive Officer of Oppenheimer

Holdings Inc. (the "Company"), and Elaine K. RobeRresident and Chief Financial Officer of
the Company, hereby certify that to his/her knogkethe Quarterly Report on Form 10-Q for the
quarter ended March 31, 2011 of the Company fileith ihe Securities and Exchange

Commission on the date hereof (the “Report”) fulbymplies with the requirements of section
13(a) or 15(d) of the Securities Exchange Act 084L%nd the information contained in the
Report fairly presents, in all material respedts, financial condition and results of operations of
the Company for the period specified.

Signed at New York, New York, this 5th day of M2@11.
“A.G. Lowenthal”

Albert G. Lowenthal

Chairman and Chief Executive Officer

“E.K. Roberts”

Elaine K. Roberts
President and Chief Financial Officer
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