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Can Sma” Caps Contlnue? We should look at what has been happening these past
' _ two years as another phase of the cycle when the market
by Walter S. Frank, Chief Investment Officer swings from large caps to small caps. This rhythmic move-

You know what we mean. Small-cap funds, especially ofient appears to be part of the natural life of the market. It can
the value variety, have been the only place to be over the lagtseen as an example of the “reversion to the mean”. By that
eighteen months. The performance of the small-cap funds g mean when one capitalization size pulls ahead of the
been outstanding, while the large-cap funds that make up thber, the better performance finally ends as valuations
popular averages have languished in loss-land. diverge widely, and the second, now cheaper valued, group

Naturally, when a broad group of stocks advances contrdrgcomes the performance leader as it plays catch-up to the
to the “market” the question ultimately gets raised about hd@rmer market leader.
long this contrary outperformance will last? Small-cap specialisﬁ:mmy reversal
can come up with historical averages about small-cap outperfor- T4 paraphrase the old saw about market tops, nobody
mance as an economic upswing sets in. These are all well gigs a bell to tell us when the capitalization pendulum is
good. But, as we have all learned by now, historical analogies G#hut to swing to the opposite direction. Yet we do have some
only take us so far. (How many times have we been told over fjgts about the timing of small-cap outperformance. Prof.
past two years, as the market went down and then up, that i¢rc Reinganum of Southern Methodist University has
Dow chart today looks eerily like the Dow in "29-'30. So what?3tdied the size effect in market returns. One of his findings,
We come away from the evidence with little more than the f%‘Fesented in an article in the Journal of Portfolio
that the small cap upswing will last for awhile. How long it Wi"Management (Summer 1999), is that over a period as short
last is another matter. With that in mind, our answer to the small five years, the evidence shows that there are “reversals in
cap question is that, yes, the small cap rally can continue, butfqg differential returns between small-cap and large-cap
how much longer, we just don't know. stocks.” It doesn’t make any difference whether one takes the

What we do know, or at least common sense and markgha|iest-cap stocks or mid-cap stocks. There is a time for
history tell us, is that the small cap outperformance will not Iagrge' and a time for non-large. The evidence for this reversal
forever. In fact, what the long-term evidence (over 70 yearg) equally strong right throughout the market when it is

shows is that periods of outperformance by small caps are fglided between the largest caps and any other cap segment
lowed by periods of underperformance, and vice-versa. Thethe market.

important thing right now is to be aware of this phenomenon.  gq five years is the longest period of outperformance by
In the "90s we basically had a period of underperfoisma| caps we can reasonably expect, based on the evidence.
mance by small caps while the large-cap tech bubble swelled. another bite at the same apple comes from the T. Rowe
Commenting on this, Ron Baron of the Baron family of fundsrice New Horizons Fund. The fund is one of the oldest
quipped that small caps have underperformed since 19833I-cap funds in existence. Using the fund’s history since
(when he started his first fund). This is an exaggeration, %60, and marking periods of better or worse performance
it is true that the long-term trend did favor large-caps fropg|ative to the S&P 500, the fund’s manager finds that the
'82-'90, and again from '94-'99. The bubble, remember, wagyew Horizons Fund’s performance cycles typically last
a large-cap phenomenon in general. Only as the bubble bl&ﬁbroximately 5 years.” However, “recent performance
did small caps come to the fore. cycles have been more compressed.” The fund underper-

Market Trends formed the S&P 500 by a significant amount from 5/96-3/99
Trailing Forward (the bubble), but then outperformed, though by a lesser
12-Mo Trend 6-Mo Estimate amount, from 3/99-12/01. Both periods were 2.8 years.
Economy Flat Higher What the two results tell us is that the small-cap relative
Interest Rates Lower Flat/Higher outperformance should last about 3-5 years. After looking at
Dollar Flat Lower some charts in the small cap universe, we would date the
Inflation Lower F_Iat beginning of the current small-cap upswing at about the
Dow Higher Higher beginning of last year. This means the small-cap thrust has
NASDAQ Flat Higher lasted for about 11/2 years. We are led the conclusion that at
Europe Lower Higher the worst we have about another year of small-cap outperfor-
Japan (Nikkei) Lower Higher .
) mance ahead of us. We may have more, but we are cognizant

Hong Kong (Hang Seng) Lower Higher

that things happen more swiftly in the market nowadays.
(continued on page 2)
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2 ANALYSIS

(contirued fom paye 1)
The fund system

In the endlit is our fund selection system thaill be the
most useful indic@r signaling thathe small-cp efa is end
ing. What we will see is lage cg funds meing into kuy ter
ritory and small cps falling bak. So fir we have not seen
tha patem deseloping When we do,we will not hesitée to
follow the systens promptings.

How Bad Ar e Profits?

If you read the ombes on opegting profits chumed out
by the sevices, profits ae woeful. As the fhal numbes for
last quater come inpverall profits ale reported by Standad
& Poor’s to hae diopped ly 2% from a year @o.“T hd’s the
sixth staight quater of falling profits,” says BusinesiVeek
(May 20, 2002). If you look a little deper, it turns out the
news is better than thalf you leave out coaloil and s
companiesprofits actualy rose 9% fom a year @o. The
reason 6r the enagy profit dedine is tha enegy prices ae
still below last years levels.

After the adjustmentolr enegy, profits do not look so
bad Of couse with the boad aerages davn for the year
and the Nasdaq and S&P 50bhatiengng their Februaly

lows (emember Eron), Wall Street is in no mood to hear

arything positve @out pofits. Gloom and sipticism ae
the oder of the dg.

Positive profits surprise

Yes,you read it ight. DespitéWVall Streets hand-wing-
ing thee is positve navs éout pofits. We borowed this
sections heading fom a piece wtten by James Glassmaa,
senior economistta.P. Morgan ChaseHis point is thaif we
take a boader viev of profits than thapresented pthe S&P
500 opeating profits, we find tha profits rose last gar ether
than €Il as eported by the S&P 500.

This boader viev of profits is pesented p the
Commece Depaitments Bureau of EconomicAnalysis.
Wha the Bueau eports, writes Glassmanis “that profits
from curent poduction of all coporations actualj rose
5.7% wer the dbur quaters of 2001 After-tax piofits have
retumed to the immssve levels readhed pror to the 2000
economic slavdown”

The impotant thing to emember is thahe Commaere
Depatments piofits numbes ae of the entie coporate unk
verse both pullic and pivate. The S&P 500 is ogla sam
ple of the pubic portion of tha universg with some oer
representéion of some sectsrAlso the gvemment stésti-
cians emove a Bw distottions in eported pofits due to
inventoiies, stok options and dareciaion.

The bottom line is thaaftertax profits, as calculted by
the govemment,reahed “an anmial rate of $628 billion in
the fourth quater—the highestigure ever recoded”
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Wha does this mearof the maket? Ditectly, not nuch.
Wall Street is bcused on S&P pfits and P/Es déred from
those pofits. Wall Street gneally couldnt cake less bhout
the Commaere pofit numbes.

But indirectly we think these wmbes ae ‘ery
encourging. What they shaw is tha the pofit crunch has
been concendéted in the lage-cg firms. The cundch was
not econorg-wide. It implies tha there was nothing
systemic aout the &ll in profits we sav in the S&P 500
last year It also implies thaas the econoynpicks up we
should see mfits respond thoughout the econoyninclud-
ing the lage cas.

We hae maintained thawe should see a niaat
moving increase in fits as the econoyrimproves wer the
rest of this gar The govemment fgures br last year do not
guarntee theioutcome but they cettainly point in the ight
direction.$

* * %

Here ae the altemdives br our “closed” portfolio
funds:

» For Neubeger Beman Genesis substitute ICM/isdle
Small Ca Value T. Rove Pice Small-Ca Value or Ariel
Fund

e For Hdelity Low-Priced Stok Fund substitute iBielity
Contrafund

ATTENTION SUBSCRIBERS

MoneYLETTER Via the Web

Visit www. MONEYLETTER.COM

Username = Your Account #
(above your name on your mailing label...
begins with “A” followed by seven digits)

Password = Your Five-Digit Zip Code

Hotline: (410) 528-1804

Call for updates every
Tuesday and Friday at 7:00pm (ET)

Next Issue: Volume 23, No. 11
Mails: June 7, 2002
Internet: June 5, 2002, 12:00pm (ET)

Please note: 3 weeks between issues!

MONEYLETTER



Perking Up

One of the wrries tha have been plguingWall Street is
that the econom would slav dowvn shaply after the boom
ing 5.8% gowth of the frst quater. The pime example of
the slavdown for the ecovery skeptics was the Maeh retail
sales mmber vhich shaved ony a tivial increase in sale®f
tha month.Aha, said the séptics, this shavs tha the con
sumer is tpped out and the all-imp@nt consumer will cig
the econom down. And tha will be the end of theecorery.

Let's leave aside thathere was something suspicious
about the veakness in the Meln numbes. Lets just consider
that the idea of bilding a thesis laout the economic outlook
based on one month’umbes is nare, at best.Well, the
April sales mmber has aived and the consumereakness is
a thing of the pastdf the momentit least) According to the
preliminary numbes, retail salesase shaply in April.

Aside from retail salesthe other economicumbes tha
have been coming out—the emploent eport and the
Supply Managers’ reports—all point to a ecovering econ
omy. True the pace ofecovery has slaved from the lister-
ing pace of theirfst quater, but tha is nomal. We weren't
going to gow at 6% for the est of this gar

True enoughthe juwy is still out on vhether bisiness
investment will come tlough lder this year And this con
cem kegys theWall Street beas in husiness. But if the ecen
omy contirues on the pace it is wosetting and we believe it
will, investment will bllow. We epect to see aafrly robust
econony for the est of this gar

Portfolio changes

The Hotline ofApril 30 contained our decision tatrser
“hard” closed funds out of our piolios and eplace them with
funds thaare open to ne investos. This nev portfolio policy
applied toWasdch Core Giowth in all theeMonNeyLETTERall-
family portfolios and Wasach Small Ca Value in the
MoNEYLETTER/entuesome and Consetive potfolios.

Here ae the bdanges as ofWednesdg, May 1.
Venturesome: Switched 474 shas of Coe Gowth @
$39.17 per sharinto 1,071 shas of Baon Small Ca
Growth @ $17.34 per shar Switched 4,011 shas of
Wasdach Small Ca Value @ $4.80 per sharinto 1,893
shaes of Rgce Oppotunity @ $10.17 per sharModerate:
Switched 501 shas of Coe Gowth into 1,131 shas of
Baron Small Ca Growth. Consewative: Switched 419
shaes of Coe Gowth into 946 shas of Baon Small Ca
Growth. Switched 3,547 shas ofWasdch Small Ca Value
into 1,647 shars of Rgce Oppotunity.

The same Hotline also @ded the sale o¥anguad
European Stok Index in the Vanguad Consevative
Portfolio. The fund vas to be witched into Vanguad
Intemational Gowth. Hee ae the details.Vanguard
Consewative: Sold 429 shas ofVanguad Euopean Inde
@ $20.17 per shar Puchased 568 shas of Vanguad
Intemaional Giowth @ $15.22 per shar$
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MODEL PORTFOLIOS 3

CONSERVATIVE
Money Funds 15% Domestic Stock 60%

e

Int'l Stock 10%

High-

Yield
Bond
15%

M ODERATE
High-Yield Bond 15% Domestic Stock 75%

—

VENTURESOME

et

Domestic Stock 100%

Int'l
Stock
10%

SIGNAL

]

Domestic Stock 100%

CHECK OUT MONEYLETTER Plus!

52 Weekly Updates; 250+ Funds;
Text of Hotline Messages

Visit www. MoNEYLETTER.cOM and
Choose “Sample Issues”
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4 FUND SCORECARD & RECOMMENDATIONS

Domestic Stoc k Funds g I
RANK 5 & § _ TOTALRETURN _ PRICE RISK
()

510 1Mo 6Mo Ticker Fund & § & | | PER  [gyg. NTF/
2002 Ago Ago Symbol FUND NAME (Max. Load) Type g S ¥ 1mo. 6mo. 12mo. SHARE Dev. Beta wtf

1 1 - CGMFX CGM Focus SCVal * B B 0.1% 40.7% 51.8% $25.91 55.1 0.02

2 4 9 WMCVX Wasatch Small Cap Value (closed) SCval B B B -3.3 28.6 26.5 468 275 071 FSW

3 6 8 WGROX Wasatch Core Growth+ (closed) SCGro B B B -3.7 28.4 22.3 38.04 29.2 0.95 FSW

4 9 85 1Z2ZYX ICM/lIsabelle Small Cap Value SCVal B B B -1.2 32.0 8.9 13.53 26.5 0.67 FSW

5 13 17 PRSVX T. Rowe Price Small-Cap Value SCval B B B 12 24.0 23.8 2581 164  0.44 fsw

6 11 - BSCFX Baron Small Cap SCGro B B B -0.9 28.5 14.5 16.91 28.0 1.07 FSW

7 10 11 BERWX Berwyn Fund SCVal B B B -0.3 24.2 23.8 2299 18.7 0.41 fsw

8 8 22 VISVX Vanguard Small-Cap Value Index SCVal B B B -1.2 26.3 18.9 11.19 - 0.70 fsw

9 15 46 EEQFX Eclipse Small Cap Value SCval B B B 1.4 24.7 16.4 13.78 18.6 0.75 sW
10 2 - OAKSX Oakmark Small Cap SCVal B B B -4.1 25.7 20.2 1891 181 0.54 FSW
11 7 48 RYPNX Royce Oppor tunity+ SCval B B B -1.2 25.3 14.8 9.94 273 0.77 fsw
12 20 - ARGFX Ariel Fund scval (B) (B (B 04  20.6 22.4 4165 189 040 FSW
13 24 5 FLPSX Fidelity Lo w Priced Stoc k (closed) (3%) SCval B B B 0.5 19.6 23.8 2995 16.6 0.57 fsw
14 3 1 BPSCX Boston Ptnrs Smicap Val (closed,1%<1yr) SCVal B B B -2.8 20.7 229 18.97 - 0.52 FSW
15 23 4 YACKX Yacktman Fund MC B B B 0.4 19.0 21.8 11.98 182 0.55 FSW
16 25 - TRMCX T. Rowe Price Mid Cap Value MCval B B B -0.9 20.2 19.6 17.97 15.9 0.60 fsw
17 41 30 LLSCX Longleaf Partners Smallcap (closed) SCval H H H 0.6 21.8 i3 24.60 17.0 0.45 fsw
18 22 29 RYTRX Royce Total Return SCval B B B -1.0 20.1 16.1 9.40 136 041 FSW
19 18 26 PENNX Royce Penn Mutual+ (1%) SCval B B B -1.2 19.6 17.6 7.98 16.7 0.51 fsw
20 12 19 RYLPX Royce Low Priced Stoc k SCval B B B -1.9 20.1 17.3 1228 248 0.69 FSW
21 14 - CRMSX CRM Small Cap Value Inv SCval B B B -2.6 20.3 16.5 22.37 - - FSW
22 29 43 RSPFX RS Partners SC * B B 2.4 19.2 11.8 19.93 - 0.59 FSW
23 19 217 NBFSX Neuberger Berman Fascianolnv. SCGro B B B -2.1 20.6 14.0 36.78 157 0.67 FSW
24 16 14 HRTVX Heartland Value SCval B B B -1.4 18.6 14.7 39.13 22 5 0.63 FswW
25 5 2 BUFSX Buffalo Small Cap (closed) SCGro B B B -4.3 17.5 21.2 20.41 0.69 FSW
26 28 - BGRFX Baron Growth SCGro H H H -1.0 18.3 14.1 31.88 254 1.06 FSW
27 26 32 NBGNX Neuberger Berman Genesis (c losed) SC H H H -1.0 17.7 14.0 2214 19.6 0.62 fSW
28 17 - CRIMX CRM Mid Cap Value Ins MCval B B B -3.0 18.6 14.6 19.40 = =
29 53 - AVALX Aegis Value Fund SCval H H H 0.4 14.3 19.1 13.68 182 0.31 fw
30 51 24 FDSCX Fidelity Small Cap Ind. (1.5%r<90d) SC * H H -0.3 13.2 20.9 17.16 22.8 0.83 fsw
31 33 18 LSSCX Loomis Sayles Small Cap Value SC B B B -2.0 155 15.9 21.86 194 0.69 sW
32 32 - CAAPX Ariel Appreciation MCval B B B -3.1 15.6 16.6 3945 18.0 050 FSW
33 - - SMCDX Strong Mid Cap Disciplined MCval H H H -5.3 16.0 16.5 17.76  23.4 0.92 FSW
34 21 16 MERDX Meridian Fund SCGro H H H -1.5 14.4 13.1 29.14 214 0.77 fsw
35 48 21 FDVLX Fidelity Value MCval H H H -1.6 15.7 10.2 55,59 228 0.64 Fsw
36 38 45 LLPFX Longleaf Partners MCval H H H -2.2 15.5 9.0 2575 20.1 0.58 fsw
37 30 37 OTCFX T. Rowe Price Small Cap Stock Fund+ SC H H H -2.3 14.6 10.3 26.06 22.0 0.73 fsw
38 27 - BOGLX Bogle Small Cap Growth (closed) SCGro H H H -2.3 14.2 8.2 21.21 - -
39 61 23 VUSVX Vontobel U.S.Value LCVal H H H -1.9 11.5 13.4 2140 22.0 0.44 FsW
40 - - TASCX Third Avenue Small-Cap Value SCval H H H -1.6 12.5 8.6 16.09 17.5 0.58 FSW
41 44 20 BEMVX Berger Mid Cap Value MCval H H H -2.7 13.0 8.7 17.38 233 0.80 FSW
42 31 - BPMCX Boston Partners Mid Cap Value MCval H H H -4.4 135 9.7 1156 183 0.76 FSW
43 90 171 FFTYX Fidelity Fifty+ LC H H H 3.2 13.1 -1.0 18.46 28.2 0.87 Fsw
44 35 52 MUHLX Muhlenkamp Fund Mcval (H H (H -3.2 15.6 2.3 56.03 264 091 FSW
45 36 31 RYPRX Royce Premier SC H H H -3.6 11.7 10.8 10.85 18.7 0.62 fs
46 45 72 VIMSX Vanguard Mid-Cap Inde x+ MC H H H -3.1 12.7 4.1 12.20 26.2 1.02 fsw
47 57 7 CFIMX Clipper Fund LCval H H H -3.1 9.4 12.2 87.20 157 0.30 sw
48 94 172 ACBGX Bonnel Growth Fund MCGro H H H -0.5 12.7 -0.2 1452 439 1.10 fsw
49 99 137 PRNEX T.Rowe Price New Era LC H H H 0.3 12.2 -0.5 24.28 26.7 0.72 fsw
50 47 78 PESPX Dreyfus Mid Cap Index MCGro H H H -3.2 125 35 21.85 258 1.02 FSW
51 40 62 NAESX Vanguard SmallCap Index+ SC H H H -3.6 13.1 25 20.08 26.7 0.87 fsw
52 54 35 WPSRX Westport Small Cap R SCVal H H H -2.8 11.2 5.2 19.50 - - FSW
53 39 6 TGVOX TCW Galileo Value Oppor tunity MCVal H H H -3.3 9.4 10.3 18.39 313 0.97
54 - - TAVFEX  Third Avenue Value MCval H H H -0.8 10.2 3.2 38.07 16.0 0.61 FSW
55 75 28 PRWCX T. Rowe Price Cap Appreciation LCVal H H H -0.8 8.3 7.6 15.64 10.7 0.24 fsw
56 34 117 LMASX Legg Mason Special Investment Trust MC H @ (H -4.3 15.4 45 33.69 30.6 118 w
57 65 98 SCHVX Strong Multicap Value MCVal H H H -0.9 11.6 -1.7 5422 19.9 0.83 Fs
58 60 120 DNLDX Dreyfus New Leaders MCGro H H H -1.6 11.8 -1.5 40.92 252 0.92 FSW
59 66 70 BVALX Babson Value LCval S S S -2.6 11.1 13 4450 206 0.70 FSW
60 43 125 BARAX Baron Asset MCGro H H H -4.9 13.7 2.2 4484 28.1 1.22 FSW
61 50 10 WAAEX Wasatch Small Cap Gr owth+ (closed) SCGro H H H -3.1 7.0 11.6 3142 378 1.15 FSW
62 86 42 MQIFX Mutual Qualified (1%) CIZ MCval S S S -0.9 9.0 2.9 1710 169 0.61 sw
63 73 15 OAKMX Oakmark Fund MCVal S S S -2.3 8.4 6.0 3596 20.6 059 FSW
64 49 162 JAVTX Janus Venture (closed) SCGro S S S -2.8 13.0 -5.9 42.76  58.6 1.63 FSW
65 102 49 BEGRX Mutual Beacon (1%) CIZ MCval S S S -0.3 8.0 15 1354 159 0.58 sw
66 72 3 OAKLX Oakmark Select (closed) MCval H H H -2.9 6.2 9.1 2754 26.2 0.83 FSW
67 85 12 TWEIX American Century Equity Ihcome MCVal S S S -2.5 519 8.9 7.18 151 0.44 FSW
68 67 33 HOVLX Homestead Value MCval H H H -25 8.2 3.2 26.33 181 0.59
Bold fundsare curently held inMoNeEyLETTERMOdel potfolios. Beta fund's coreldion to the maket (S&P 500 = 1.0 fund with
Advice: B=Buy, H=Hold, S=Sell(B),H){S)= adice nav this issue a beta geaer than 1.0 is merwlatile than the S&P 500.

*=not for this potfolio. +=Appropriate for Signal Ivestos.  NTF/wtf. NO TRANSACTION FEE/with tansaction de (F/f) b

Std Dev.: monthly standad deviation based on toryear etums. Fidelity, (S/s) br Sdwab and (W/w) br TD Waterhouse
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FUND SCORECARD & RECOMMENDATIONS 5

Domestic Stoc k Funds (cont.) S &
T o
RANK 5 § g,f) TOTAL RETURN PRICE RISK
510 1Mo 6Mo Ticker Fud £ 5 & | I PER g, NTF/
2002 Ago Ago Symbol FUND NAME (Max. Load) Type c S ¥ 1mo. 6mo. 12mo. SHARE Dev. Beta wtf
69 74 27 DODGX Dodge & Cox Stock LCVal * S S -2.9 8.6 28 10180 19.8 0.64 sw
70 62 47 KAUFX Federated Kaufmann Fund+ (0.2%) MCGro S S S -2.7 7.6 4.4 426 335 0.86 FSW
71 106 51 MUTHX Mutual Shares (1%) ClIZ MCval S S S -0.7 7.6 0.2 19.96 16.6 0.62 sw
72 76 13 TWVLX American Century Value MCval S S S -3.1 5:8 7.2 6.93 204 0.59 FSW
73 71 34 HAVLX Harbor Value LCval S S S -3.2 6.8 24 14.62 20.0 0.76 sw
74 95 41 TWEBX Tweedy, Browne American Value MCVal S S S -1.8 6.3 0.9 23.82 152 0.51 fsw
75 88 133 MFOCX Marsico Focus LCGro S S S -1.0 8.2 -5.3 1421 315 1.12 FSW
76 109 107 FCNTX Fidelity Contrafund (3%) LCGro S S S -1.4 6.4 -1.3 4391 20.1 0.84 fsw
77 37 39 SAFGX Safeco Growth Opportunities+ SC S S S -5.4 7.5 1.7 24.67 26.0 1.12 fsw
78 58 119 MPSCX MSI Small Cap Value (closed) SCval S S S 4.4 9.0 4.7 1756 25.5 0.77 fsw
79 117 36 SSHFX Sound Shore MCval S S S -2.8 6.0 0.1 30.65 18.4 0.60 swW
80 59 134 VEXMX Vanguard Extended Market Index MC S S S -35 8.4 5.1 22,70 31.4 1.17 fsw
81 77 74 GABAX Gabelli Asset MC S 8 8 -3.6 7.6 -3.1 33.15 17.2 0.76 FSW
82 68 181 SRFCX Liberty-SteinRoe Capital Opportunites MCGro S S S -3.2 104 -10.7 21.30 35.2 1.26 FSW
83 112 106 SAOPX Salomon Brothers Opportunity LCval S S S -1.8 6.1 -2.3 46.52 16.5 0.58 sw
84 115 173 TWHIX American Century Heritage MCGro S S S 2.1 9.2 -9.9 11.06 321 0.98 FSW
85 55 73 VEXPX Vanguard Explorer+ SCGro H H H -4.8 7.7 -2.4 57.68 34.0 1.03 fsw
86 107 44 PRFDX T. Rowe Price Equity-Income LCval S S S -2.8 5.1 0.8 23.86 16.7 0.53 fsw
87 46 118 LMOPX Legg Mason Opportunity Trust MC H H H -5.7 12.2 -12.9 9.88 - -
88 79 40 MPVLX MSI Value Portfolio MCval S S S 5.2 6.8 -1.2 15.18 225 0.70 fsw
89 92 139 MGRIX Marsico Growth & Income G&l S S S -1.9 7.0 -8.1 1449 29.7 1.08 FSW
90 64 79 RPMGX T.Rowe Price Mid Cap Growth MCGro S S S -3.8 55 -1.8 37.84 245 1.12 fsw
91 52 - THPGX Thompson Plumb Growth LC SES IS 5.7 3.9 4.8 4156 19.6 0.69 fsw
92 56 50 PBSVX PBHG Small Cap Value SC S S S -5.4 6.5 -3.0 19.41 285 0.87 FSW
93 96 157 SLSSX Selected Special Shares MCGro S S S -3.3 7.5 -9.4 10.57 23.9 1.04 sW
94 69 84 STDIX Strong Discovery+ MCGro S S S -3.5 5.1 -3.8 16.39 25.1 0.83 FSW
95 81 67 FCVSX Fidelity Convertible Securities Convit S S S -2.7 4.6 -5.0 18.94 274 0.89 Fsw
96 98 178 FDFFX Fidelity Independence (ret.only) LCGro S S S -1.8 6.7 -13.5 16.23 424 1.24 Fsw
97 80 90 STCSX Strong Advisor Common Stock (closed) MC S S S -4.7 5.1 -6.8 19.04 232 0.95 FSW
105 119 59 FEQIX Fidelity Equity-Income LCval H H H -4.5 2.1 -6.8 47.72 184 0.74 Fsw
108 108 25 VWNDX Vanguard Windsor LCval H H H -6.2 2.1 -5.9 1476  23.3 0.86 fsw
186 159 105 VHCOX Vanguard Capital Opp ($25,0000 MCGro H H H -8.4 -5.1 -19.9 20.51 38.1 1.06 fsw
Dow Jones -43% 3.5% -89 indexes do not
NASDAQ 94 -125 -2438 include dvidends
S&P 500 -6.7 -5.8  -16.0
International Stoc k Funds
1 10 2 OAKEX Oakmark Intl Small Cap (closed) Int'l B B B 44% 30.9% 21.7% $13.43 25.6 - FSW
2 5 3 MAPTX Matthews Pacific Tiger Pacific * B B 55 32.6 11.4 993 471 - FSW
3 1 4 FSEAX Fidelity SE Asia (3%&1.5%r<90d) Pacific * B B 3.0 31.0 11.2 1257 385 - fsw
4 6 13 PRASX T. Rowe Price New Asia Pacific * B B 2.5 28.0 4.9 6.86 33.6 - fsw
5 2 8 FEMKX Fidelity Emerg Mkts (3%&1.5%r<90d) Int'l * B B -0.3 27.0 9.6 8.73 329 - fsw
6 3 - OAKGX Oakmark Global (2%r) Global B B B -0.1 23.0 17.2 14.64 - - FSw
7 13 5 OAKIX Oakmark International Int'l B B B 1.7 24.1 8.5 16.42 243 - FSW
8 9 10 SCOPX Scudder Pacific Opportunity Pacific * B B 2.0 243 5.1 9.71 335 - FSW
9 7 11 VEIEX Vanguard Emerg Mkits Stoc k Index Int’l * B B -0.1 23.2 6.9 9.20 323 - fsw
10 4 12 MNEMX Montgomery Emerg Mkts (closed) Int'l * B B -1.0 23.9 5.2 949 31.6 - FSW
11 29 - ICHKX Investec China & Hong Kong Pacific ~ * B 101 19.0 -124 12.65 39.2 - FSW
12 14 - FIVFX  Fidelity Aggressive Intl. intl B B B 1.2 15.8 5.3 13.28 25.6 - Fsw
13 16 14 PFIFX Preferred International Int'l B B B 2.3 14.3 -0.4 1240 174 - w
14 17 16 HAINX Harbor International Int'l H H H 2.1 12.6 0.5 32.03 178 - sw
15 15 7 TBGVX Tweedy, Browne Global Value Global H H H -0.1 12,5 1.0 19.86 14.6 - fsw
16 8 27 PRLAX T.Rowe Price Latin America Latn A * H H -7.8 15.6 -0.8 9.60 435 - fsw
17 24 19 BJBIX Julius Baer Intl. Equity A Int'l H H H 2.7 9.4 -1.7 2246 288 - FS
18 25 37 FPBFX Fidelity Pacific Basin (3%&1.5%r<90d) Pacific * H H 88 114 -9.7 15.13  30.0 - Fsw
19 12 15 SLAFX Scudder Latin America Latn A * H H -7.8 13.6 -1.0 20.46 37.7 - FSW
20 22 24 FIGRX Fidelity International G & | Int'l H H H 2.1 9.5 -5.8 19.99 22.0 - Fsw
21 30 9 FDIVX Fidelity Diversified International Int’l H H H 25 75 -2.2 20.03 204 - Fsw
22 11 20 FLATX Fidelity Latin Amer. (3%&1.5%<90d) LatnA * H H -9.3 12.6 -3.5 12.15 404 - fs
23 23 1 LLINX Longleaf Partners International Int'l H H H -0.3 5.2 0.8 12.83 - - fsw
24 20 21 USIFX USAA International Int'l H H H 0.8 7.2 -5.9 17.46 18.1 - fw
25 28 23 ARTIX Artisan International Int'l H H H 1.0 5.8 -5.2 18.84 326 - FSW
26 26 58 WPJGX CS Warburg Pincus Japan Growth Japan S S S 2.0 12.7 -30.0 550 52.7 - FSW
27 32 28 VWIGX Vanguard International Gr owth  Int'l H H H 0.6 5.0 -12.7 15.02 17.6 - fsw
28 44 48 VNEPX Vontobel International Equity Int'l S & & 4.6 3.6 -15.5 1331 211 - FswW
29 31 45 SGSCX Scudder Global Discovery (closed) Int'l S S S 0.6 5.4 -14.2 2330 344 - FSW
30 38 30 CMISX Columbia International Stock Int'l S S S 1.2 3.9 -11.3 12,19 222 - fsw
31 21 6 FWWFX Fidelity Worldwide Global H H H -3.2 3.2 -5.4 1441 185 - Fsw
32 35 - GIGRX Gabelli Intl Growth intl S S S 15 31 -12.6 1424 210 - FSW
33 36 39 TWGGX American Century Global Growth Global S S S 0.2 4.1 -13.7 6.34 - - FSW
34 55 50 VPACX Vanguard Pacific Stock Index Pacific  * S S 3.1 3.4 -19.7 7.05 247 - fsw
42 18 18 FIEUX Fidelity Eur ope (3%&1%r<90d)  Europe H H H -4.3 2.5 -10.7 24.13  20.6 - fsw
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6 FUND SCORECARD & RECOMMENDATIONS

Specialty Funds 2 &
RANK ; § 5,"? TOTAL RETURN PRICE RISK
510 1Mo 6Mo Ticker Fund & 5 & | | PER  gyg, NTF/
2002 Ago Ago Symbol FUND NAME (Max. Load) Type g S ¥ 1mo. 6mo. 12mo. SHARE Dev. Beta wtf
1 1 - USERX United Services Gold Shares Gold ok 19.3% 99.6% 91.2% $5.43 36.40 0.69 sw
2 4 - BGEIX American Century Global Gold Gold ook 19.8 69.0 81.0 8.60 4530 0.69 FSW
8 2 - USAGX USAA Precious Metals & Minerals ~ Gold ook x 15.1 69.9 79.7 1044 46.80 0.87 w
4 3 - FSAGX Fidelity Sel Gold (3%) Gold ook w 11.9 63.1 67.4 2217 4920 0.89 fsw
5 5 - FGLDX INVESCO Gold (3%) Gold ook w 18.1 60.5 60.5 268 3920 0.72 FSW
6 7 - SCGDX Scudder Gold Gold k¥ 17.6 60.3 53.7 1057 36.70 0.74 FSW
7 6 - VGPMX Vanguard Sp Gold/Pr Metals (1%r) Gold ook F 10.1 46.0 46.9 1159 4310 0.87 fsw
8 9 - CGMRX CGM Realty RealEs * * * 0.1 334 33.6 16.19 1580 0.26 fsw
9 10 - STMDX Stratton Monthly Dividend REIT RealEs * * * -4.7 19.5 24.4 2822 1450 0.21 fsw
10 12 - VGSIX  Vanguard Special REIT Index RealEs * * * -5.3 13.6 19.0 12.84 1440 0.17 fsw
11 14 - FRESX Fidelity Real Est Investment RealEs * * * -4.6 12.8 17.0 19.38 1510 0.21 Fsw
12 20 - FSTEX INVESCO Energy Energy * * * 4.9 15.8 -6.5 19.82 46.20 0.90 FSW
13 18 - RSCOX RS Contrarian Altern ok % 4.1 145 -3.8 10.87 2350 0.72 FSW
14 19 - VGENX Vanguard Sp Energy (1%r) Energy * * * 1.6 13.6 2.2 27.86 32.00 0.70 fsw
15 13 - CSRSX Cohen & Steers Realty Shares RealEs * * * -5.9 125 15.3 46.80 16.20 0.25 FSW
16 8 - UMPIX ProFunds Ultra Mid-Cap Levrgd * * ¥ -7.0 20.4 -5.0 28.51 - - FSW
17 11 - POSCX Potomac Small Cap Plus Levrgd * * ¥ -4.6 14.2 -0.7 11.11 - - FSwW
18 30 - FSENX Fidelity Sel Energy (3%) Energy * * * 1.8 7.9 -6.9 24.83 3340 0.78 fsw
19 15 - RYFIX  Rydex Financial Services FinServ * * % -4.0 8.3 -2.2 10.04 28.80 1.05 fsw
20 21 - VGHCX Vanguard Sp Health Care (1%r $25k) Health —* * * -3.4 2.2 3.1 115.80 19.10 0.47 fsw
21 16 - FIDSX  Fidelity Sel Financial Serv (3%) FinServ * =* * -4.6 45 -2.6 101.70 27.40 0.94 fsw
22 17 - FSFSX INVESCO Financial Serv FinServ * * * -4.8 85 4.4 2714 2690 0.93 FSW
23 24 - MERFX Merger Fund Altern ook x -0.6 -2.0 -2.6 14.57 542 0.13 FSW
24 22 - GATEX Gateway Fund Altern *ookox -35 -0.2 -4.8 21.44 7.00 0.32 FSW
25 32 - RYEIX Rydex Energy Energy * * * -25 14 -12.2 10.72 2750 0.64 fsw
26 29 - VGSUX Vanguard Utilities Income Utility ooxx -4.8 -3.0 -18.2 1151 1430 0.26 fsw
27 34 - FSPHX Fidelity Sel Health Care (3%) Health —* * * -4.6 -7.3 -8.1 11250 20.00 0.40 fsw
28 33 - RYHIX Rydex Health Care Health —* =* * -6.0 -8.1 -9.5 1043 19.60 041 fsw
29 31 - FHLSX INVESCO Strategic Health Science Health — * * * 4.7 -9.8 -9.3 4455 3650 0.43 FSW
30 23 - RYNVX Rydex Nova Levrgd * * * -9.9 -9.2 -24.8 2251 29.60 149 fsw
31 25 - PSPLX Potomac U.S. Plus Levrgd * * * -100 -10.1 -25.6 9.15 29.00 146 FSW
32 36 - FSTUX INVESCO Utilities Utility *oox % 52 -143 -38.7 10.04 1760 0.57 FSW
Bond Funds S S S or? 2
RANK L L3 TOTAL RETURN PRICE 5 3 g _@‘i\g
_ g & § | | PER ¢ 05 F3 58
5/10  Ticker § 8§ & g S IF §§ NTH
2002 Symbol FUND NAME (Max. Load) S S & 1mo. 6mo. 12mo. SHARE aQ X TS NS wif
Short Term
1 VFSTX  Vanguard Short Term Corporate * *  * 06% 0.0% 4.9% $10.75 0.73 5.28% 2.7 2.3 fsw
2 SCSTX  Scudder Short Term Bond ook oox 0.2 -0.2 4.1 10.54 076 400 26 2.0 FSW
8 FSHBX  Fidelity Short Term Bond ook % 0.2 -0.8 3.1 8.78 0.83 453 24 1.8 Fsw
Intermediate Term
1 VBMFX  Vanguard Total Bond Market Index * * * 0.8 -0.7 5.7 10.11 1.24 5.79 8.8 4.6 fsw
2 VFITX Vanguard Fix-Inc Intm. Treas. oo 15 -2.0 6.1 11.05 1.40 529 7.9 5.4 fsw
3 FBNDX  Fidelity Investment Grade * 0.6 -1.6 4.3 7.33 140 495 6.5 4.8 Fsw
High Yield (“J unk”)
1 NTHEX  Northeast Investors Trust * B ¥ 1.6 12.8 4.1 7.87 7.34 849 59 = fsw
2 VWEHX Vanguard High Yield Corporate B B * 0.8 4.1 1.3 6.27 152 846 6.7 4.5 fsw
8 BUFHX  Buffalo High-Yield B B * 0.0 383 315 9.91 6.95 808 7.8 4.7 fsw
4 SPHIX  Fidelity High Income B B * 0.0 4.9 -4.9 8.03 128 924 54 - Fsw
5 CMHYX Columbia High Yield B B * 0.0 1.0 2.8 8.76 - 714 58 3.8 FSW
6 PRHYX T. Rowe Price High Yield B B * 0.3 11 -1.9 6.68 172 924 75 4.3 fsw
7 STHYX  Strong High Yield Bond(1%r) * B * -1.9 -14  -125 7.61 8.06 1117 57 3.9 FSW
8 FHYPX  INVESCO High Yield *ooxoox 0.0 -3.6 -248 3.34 149 12,68 6.5 4.2 FSW
Zero Coupon
BTTRX  Benham 2025 *ooxox 28 -11.9 7.5 32.39 - - - - FSW
Tax-Free Alternative
1 VWITX  Vanguard Muni Bond-Intermed * * * 11 -0.1 4.4 13.43 1.37 397 6.1 4.7 fsw
2 FLTMX  Fidelity Spartan Intermed Muni  * *  * 0.6 -1.6 3.0 9.95 1.50 38 7.9 8.8 Fsw
3 SRIMX  Liberty-SteinRoe Inter. Muni *oxoox 11 -1.6 1.8 11.28 132 365 83 6.1 FSW
International
1 BEGBX American Century Intl Bond *oox % 3.4 -1.3 5.7 10.30 2.57 3.62 - - FSW
2 PYGFX Payden Global Fixed Income oxoox 0.5 -2.2 3.9 9.82 334 383 80 5.7 fsw
3 RPIBX  T. Rowe Price Intl Bond *oxoox 31 -3.6 1.7 7.99 229 333 9.0 6.3 fsw
Strategic Income
1 FNMIX  Fidelity New Markets Income *oox % -2.0 5.4 1.8 11.40 7.15 7.43 - - Fsw
2 RPSIX  T. Rowe Price Spectrum Income * *  * 0.4 -1.0 1.6 10.67 1.16 5.44 = = fsw
8 JAFIX Janus Flexible Income X% 0.6 -3.5 1.4 9.18 142 549 82 5.4 FSW

‘Modified Duration—Average time individual bonds within a fund are actually held.
May 17, 2002 (800) 890-9670 MONEYLETTER



FUND FAMILY NEWS

Fidelity Closes Lowv-Priced
Stodk for Six Months

Fidelity Investments announced on \¥@th tha it would
be dosing Hdelity Low-Priced Stok Fund (FLPSX) to n&
accountsdr six months. Ol existing shaeholdes as of the
close of lusiness on Ma 16th will be &le to puchase the
fund. FHdelity expects to eopen the fund in Nember

The funds assets mer than douled in the last
15 monthsand its cash position hadislled to 19 pegent &
the end of Math. By dosing for six months,Fidelity
believes Prtfolio Manayer Jbel Tillinghast will hase an

oppotunity to invest the cash in his best ideas and maintain2unker Hill MMF

his excellent perbrmance Tillinghast has been mager of
the fund since its ingation in 1989.

Fidelity Low-Priced Sto& Fund has delered ecellent
average anmial total etums of 26.5%715.8%,and 17.0% weer
the one-five, and 10-gar peiods ending Mash 31,2002.
The fund is cuently rated a‘Buy” at #13 in theMIONEYLETTER
rankings and is held in all the Fdelity-only poitfolios. Since
this is a“soft” close—meaning»dsting shaeholdes can still
purchase shas—we will contirue to hold the position.

For moe information, contact kdelity at (800) 544-8888.

Comings and Goings

« Vanguad recenty announced thathey have diopped the
0.50% puchase €e on one ofMoNEYLETTERS funds:
Vanguard Small-Cap Value Index (VISVX). The fund is
cumently ranked #8 on our Fund Saarad and is in all thee
Vanguad-only portfolios. CallVanguad (800) 662-7447.

« Oakmark Inter national Small Cap (OAKEX) closed to
new investos as of last fday, May 10th. The fund is
ranked #1 this wek among interaional sto& funds. Call
Oakmak (800) 625-6275.

« Bemger Funds @centy introduced theBerger Small Cagp
Value Fund Il (BVSIX). Also, as of My 10th Berger
Select(BESLX) andBerger 100 (BEONX) ale meging,
with “100” suwviving. Call (800) 333-1001.

« Ariel Capital Manayjement ecenty offered a ne large ca
growth fund Ariel Premier Growth (APGFX). The fund
will be sub-adised ly Lincoln Caital Managiement,a
relaionship tha Ariel believes will adl large-cag growth
flavor toAriel's value bcus. CallAriel (800) 292-7435.

MANAGED ACCOUNTS

For information on the “MoneyLETTER Managed
Account” Program', call Principal Resource Inc.
toll-free at (800) 707-2060. Ask about PRI's free,
no-obligation portfolio review.

Minimum investment is $100,000.

!As an independent Registered Investment Advisor,
Principal Resource Inc. will exercise discretion with regard
to asset allocation and fund selection and may make invest-
ment decisions for client accounts that differ from recom-
mendations found in MONEYLETTER.

MONEYLETTER

TOP-YIELDING MONEY FUNDS 7

100% U.S. TREASURY FUNDS

7-Day 30-Day 1-Year
Vanguad Treasuy MMF 1.60% 1.60% 2.77%
Fidelity Spatan USTreas MMF 151 1.50 2.66
Gabelli US Treasuy MMF 1.50 1.51 2.60
T Rowe Pice USTreasuy MF 1.44 1.44 2.59
Amer Centuy Capital Presv Fund/Im 141 1.45 2.58
CMA Treasuy Fund 1.38 1.39 2.28
Prudential Got SecTr/US Treas/CIA 1.31 1.32 2.36
Dreyfus 100% USTreas MMF 1.24 1.25 2.50
DBAB Cash Resee Treasuy 1.23 1.23 2.28
US Treasuy MF of America 1.18 1.18 2.14

GENERAL PURPOSE TAXABLE FUNDS

7-Day 30-Day 1-Year
PayPal Money Market Fund 1.93% 1.93% -
1.90 2.07 2.83%

Touchstone Mong Market Fund 1.88 1.89 2.86
Vanguad Pime MMF/Retall 1.83 1.81 2.90
Dreyfus BASIC MMF 1.79 1.80 2.99
HSBC Investor MMF/CIY 1.79 1.82 2.90
Transamédca Pemier Cash ResAn 1.72 1.73 2.85
Fremont Mong Market Fund 1.71 1.78 2.79
TIAA-CREF Mone/ Market Fund 1.71 1.72 2.82
SSgA Mong Market Fund/CIA 1.68 1.73 2.75

TAX-FREE GENERAL PURPOSE FUNDS

7-Day 30-Day 1-Year
Vanguad Tax-Exempt MMF 1.62% 1.57% 2.05%
Strong Municipal MMF 1.46 1.44 2.14
Amer Centuy T-F MMF/Inv Class 1.43 1.35 1.79
USAA Tax Exempt MMF 1.40 1.34 1.88
Fidelity Municipal MMF 1.38 1.32 1.87
Dreyfus BASIC Muni MM Portfolio 1.36 1.32 1.83
T Rowve Pice Summit Muni MMF 1.36 1.32 1.93
Wadhovia T-F MMF/Invmt Shs 1.32 1.27 1.57
Northem Municipal MMF 1.31 1.25 1.78
ScudlerYieldWise Muni MF 1.31 1.28 2.11

TAX-FREE STATE-SPECIFIC FUNDS

7-Day 30-Day 1-Year
Vanguad CA Tax-Exempt MMF 1.57% 151% 1.88%
Vanguad OH Tax-Exempt MMF 1.56 158 2.11
Vanguad NY Tax-Exempt MMF 1.50 1.45 1.92
Vanguad FA Tax-Exempt MMF 1.49 1.45 2.02
Vanguad NJTax-Exempt MMF 1.45 1.41 1.95
Amer Centuy CA T-F MMF/Inv Class  1.36 1.36 1.68
USAA Tax Exempt CA MMF 1.35 1.30 1.84
Fidelity OH Municipal MMF 1.34 1.29 1.84
Northem CA Municipal MMF 1.33 1.20 1.59
Fidelity FL Municipal MMF 1.28 1.28 1.79
Fidelity PA Municipal MMF 1.28 1.24 1.81

(800) 890-9670

Taxable equivalent yield = yield / (1—total efective tax bracket).
Funds ae ranked ty 7-da yields; 7-dg and 30-dg yields ae com
pound yields as of 5/7/0Zhird column efers to 1-year total etum.
Criteria for indusion indude:top-yielding unesticted retail funds ony,
with minimum initial investment <$25,000 and assets >$100 million.

MONEYLETTER SIGNAL

iMone yNet's Money Fund Repor t Averages
(MFA) 7-day vyield vs. The Signal

Date Signal MFA Avg. Mat.
04/30/02 1.68% 1.37% 56 da/s
05/07/02  1.65% 1.34% 57 dys

Signal Prtfolio Staus = 100% in Domestic Stkd-unds

May 17, 2002



8 FUND PROFILE

Third Avenue Funds
Concentrate onValue

Third Averue Fundsdunder and etean \alue irvestor
Martin Whitman puts his wn spin on alue irvesting He
doesnt believe in dversification, a concet embaced ly
most fund mangers. Indeedhe has tened tha strategy as
one thd's for the lazy He beli@es in emplging stingent
reseach to identify dtractive companiesand then taking
concentated positions in the ptiolios.

Safe and tegp

Sak and beg: Tha's the mana dcanted ly Third
Averue mangers, who embace Whitmans philosophies.
Sak investments & those companies thiaave stong fnan
cial positions, competitve products and seices, strong
manaement,and a bisiness thais easly undestandale.
Management nust be siongly shaeholder oiented and hae
a god tadk recod. But why must the bisiness be under
standale? So thareliable benbmaks ae aailable to assist
in assessing the compaand its alue

Chea meanseal e, in this caseWhitman and his
team ae de@ value irvestos—they aim to luy husinesses
when thg are valued & half of their \aluaion as a prate
entity, or as a takover candidee.

Meanwhile, where mary fund mangers place a ga
deal of emphasis on twoa companp is expected to pedrm
—predicted futue reverue and opeting eanings—the

Top Five Holdings and Industry Sectors (% of Assets)

Third Avenue Value (TAVEX)
AVX Corp. 4.2%Electronics 12.5%
Tejon Ranb 3.7 Real Estte 11.3
MBIA, Inc. 3.2 Japanese Blue Chips 9.0

Toyota Industies
Tokio Maiine & Fire 2.7 Financial Insuance

3.1 Semiconductor Equip. Maih 8.9
4.8

Third Avenue Small-Cap Value (TASCX)

MONY Group 3.1% Natural Resoures & Real Esta 14.5%
Credence Systems Gor3.0 Semiconductor Equip. Maih. 9.9
Brascan Cqp. 2.9 Electonics 7.5
Electio Scientifc Inds. 2.8 Investment Cos. 6.6
The Phoenix Cos. 2.5 Life Insuance 6.3

As of Mach 31,2002.

Similarities and diferences

The two funds mentionedbave ae both alue funds,
run in the same basic mann8ut thee ae notdle differ-
ences.Third Averue Valug which daes to lae 1990,has
broader iwvestment pametes. It is an all-cpitalization
fund—it can iwvest agwher in the matet caitalization
spectum. Recentl, it has tilted to lage-ca stodks. The fund
can also imest werseas (dpanese lie dips ae curently
feaured pominenty in the potfolio). But its moe inteest

Third Averue team does nothey focus on the balance sheeling chamcteistic is its ility to invest in senior secities,
as the best measuof a compayis \alug and assess the sy as pefered stoks and dbt. Whitman,a specialist in

quality and quantity of siness @souces.

If Whitman'’s team cannotirfd stods tha meet their dr
teria, they do not hesitie to let cash lald in the potfolio.
Third Averue Values cash position &s in the doule digts
last year and curently is out 10%. Small-QaValues cash
horde meanvhile, is nov a lush 25%.

Once thg have bought thachea, sak stok, Third
Averue mangers ae willing to wait, and wait, and vait for
the pected ppreciaion. Portfolio tumover was a lav 30%
recenty in Third Averue Value (TAVFX) and ony 18% in
Third Averue Small-Cp Value (ASCX). Looking & tha
another vay, in Third AverueValug the average sto& is held
neaty seven years. But dont think the mangers hold an

bankuptciesJooks for high-yielding dbt—at least 500 basis
points d&@ove wha compagble credits ae yielding—uwith
strong cavenant potection.About 5%-15% of the pdiolio’s
assets ar often dedicad to distessed dat.

Third Averue Small-Ca Value dating toApril 1997,is
a moe focused fund than its dibg, and is gneally more
concentated As its name suggsts,this fund tolls only in
the small-cp sectoy defined as the méet caitalization
range of sto&s in the Russell 2000 IndeFnally, it's a
stok-only fund: no distessed dat hee.

Third Averue’s de@ discount alue irvesting tebnique
combined with a concersted potfolio gpproad, does not
necessaly shaw stellar esults yar after gar However over

investment unconditionallWhitman and team will jettison a the ong haulit has paid df $

stok when thee has been a fundamentabog in the sk
ness or caital stiucture of the compan Should a stdcs
market value becomewermpriced elaive to intinsic valug it
will be sold as wll.

Third Averue Funds
767 Third Averueg Fifth Floor
New York, NY 10017; (800) 443-1021
Minimum investment$1,000/$500 IRA
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