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Will The Disconnect Continue? Skeptic Street

The question that has to be asked now is whether the cur-
by Walter S. Frank, Chief Investment Officer rent selling is only a passing phase or is part of a revaluation
You know what we are talking about. The numbers ke the market. By revaluation we mean is Wall Street in the
telling us that the economy is recovering. We can argue abpuocess of lowering for some time the average price-earnings
the speed, or the right adjective to apply (robust? modestaftio around which the market will trade. We saw this happen
As we see it, the economy is expanding this quarter at cldsethe '70s when p/e ratios dropped and stayed there come
to 4%, and that is quite good. good times or bad. We saw the reverse in the '80s and '90s.
Looking at the stock market over the last three months, We put the question this way because the fundamentals,
you would have no idea that the economy had begun aspecially as they refer to profits, do not justify the market's
recover. Instead, you would think that the economy wasirrent behavior, in our view. If we are not seeing a down-
either in or headed for trouble. That is what we mean bygaading of the longer-term value of U.S. equities, then what
disconnect. we are seeing is an attack of skepticism that will pass away.
Why is the market ignoring the good news and focusing As the economists at J.P. Morgan (and lately Business
on the bad news? The bears would say it is because we and/éek) have been pointing out, overall corporate profits as
a bear market—maybe a baby bear market—but a bear niaported in the government accounts have turned around and
ket nonetheless. They can provide a laundry list of reasonsheffe been growing rapidly. Such profits were up 17% last
why, but the only item in the list that packs any punch for ugiarter over a year ago. S&P 500 reported profits were down
is the one concerning valuations. The case can certainlydxer the same period. In time, the profits trend in the broader
made that unlike the usual case when the economy comesemgtnomy will show up in the S&P 500.
of recession, the economy started this recovery with valua- This brings us back to the original question. Is Wall
tions on the historically high side. Street blinded by skepticism or is something deeper occur-
True enough. But the economy also started this recoveigg? We find it hard to believe that a downward revaluation
with interest rates historically low, inflation a non-issue, and prof the market is occurring at this time. In the ‘70s the over-
ductivity growing rapidly. All of this would argue for valuationswhelming problem was an OPEC-inspired inflation and high
on the high side of the historical experierféerther, now that interest rates. It was the world of the stop-go economy.
the recovery is underway, analysts’' consensus estimates for Today, conditions are far different. Inflation is low, not
profits over the next twelve months yields a price/earningsly here but in Europe. The outlook is for inflation to rise
ratio for the S&P 500 of 19.2, according to the latest Businessmewhat but remain well-behaved even as the economy
Week. While a 19.2 ratio is still high, it is within the normapicks up steam. The outlook for interest rates is the same. We
range of fluctuation over a market cycle. know rates are going up, but only as the economy improves.
The trouble is that many market players simply dismiss Further the economy now has an ace in the hole that it did
the estimates. After the earnings collapse of the last two yeaos before: productivity. The more rapid growth of productivity
and the market’s inability to hold much of the gains sinowill allow the economy to grow more rapidly than before with-
September, Wall Street has stopped discounting the futupet inducing inflation. These conditions just do not add up to a
The market no longer leads but lags the economy. low value for one dollar’'s worth of today’s earnings.
There are some intangibles, headed by the threat of ter-
rorism. But we don't think the intangibles make up a revalu-

Market Trends ation case. We still favor equities over the foreseeable future.
Trailing Forward Portfolio changes
12-Mo Trend 6-Mo Estimate The Hotline of Tuesday, June 4 recommended the sale of
Economy Higher Higher

Vanguard Explorer which is in all three Vanguard-only model

g‘gfler‘t XGIES II_:(I);\;er Flfgxgher portfolios. In both the Vanguard Conservative and Moderate
Inflation Flat Elat model portfolios we will switch the fund into Vanguard Mid-
Dow Lower Higher Cap Index Fund. In the Vanguard Venturesome Model
NASDAQ Lower Higher Portfolio the switch will be into the Vanguard Small Cap Index.
Europe Lower Higher The same Hotline recommended the sale of Fidelity Europe
Japan (Nikkei) Lower Higher in the Fidelity Conservative Model Portfolio. The fund will be
Hong Kong (Hang Seng) Lower Higher switched into Fidelity International Growth & Inconge.
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2 MODEL PORTFOLIOS

CONSERVATIVE

Seeks steady long-term growth of
capital with limited short-term volatility

M ODERATE
Seeks greater long-term growth than the

Conservative Portfolio by taking prudent risks

Money Funds 15% Domestic Stock 60% High-Yield Bond 15% Domestic Stock 75%
High-
Yield Int'l
Bond Stock
15% 10%
Int'l Stock 10%
MoNEYLETTER Conser vative MoNEYLETTER Moderate
Buy Retum Share Current Buy Retum Share Current
Fund Name Date Since Buy Shares Price Value Fund Name Date Since Buy Shares Price Value
Schwab Money Market  Yield YTD 0.5% 12,661 $1.00 $12,661  Buffalo HighYield 06/20/01 1.5% 1,326 $9.83 $13,034
Columbia HighYield 01/17/01 4.6 1,470 8.69 12,778  Matthews Racific Tiger 02/06/02 13.4 971 10.02 9,731
Baron Small Ca 05/01/02  -0.9 946 17.18 16,253  TCW GalileoValue Opp. 05/09/01 12.4 816 18.60 15,175
Royce Oppotunity 05/01/02  -3.3 1,674 9.83 16,457  Royce Lav Piiced Sto&  04/03/02  -1.0 986 12.24 12,068
Yadtman 11/15/00  32.9 1,809 12.19 22,050  Yadktman 11/15/00  32.9 1,795 12.19 21,883
TCW Galileovalue Opp. 04/25/01  18.4 1,090 18.60 20,279  Baron Small Ca 05/01/02  -0.9 1,131 17.18 19,427
Tweed/ Browne GIHd Val  08/23/00 1.0 484 19.72 9,545 TOTAL VALUE $91,318
TOTAL VALUE $110,023
TOTAL RETURNS (as of 5/31/02) TOTAL RETURNS (as of 5/31/02)
1-mo 6-mo 1-yr 3-yr YTD 1-mo 6-mo 1-yr 3-yr YTD
-0.3% 10.1% 11.6% 40.0% 5.7% 0.0% 11.0% 8.6% 29.4% 6.5%
Fidelity Conser vative Fidelity Moderate
Buy Retum Share Current Buy Retum Share Current
Fund Name Date Since Buy Shares Price Value Fund Name Date Since Buy Shares Price Value
Fidelity Cash Resees  Yield YTD 0.6% 15,662 $1.00 $15,662  Fidelity High Income 01/17/01 -10.4% 1,848 $7.95 $14,693
Fidelity High Income 01/17/01 -10.4 1,719 7.95 13,662  Fidelity Fifty 02/20/02  13.8 820 18.54 15,198
Fid. Low Piiced Stk (3%) 02/20/02 9.8 600 30.10 18,071  Fid. Low Priced Stk (3%) 01/10/01  39.0 759 30.10 22,845
Fidelity Small Ca Indep. 10/30/01  16.5 1,183 17.28 20,441  Fidelity Value 02/07/01  17.8 294 56.04 16,495
Fidelity Value 02/07/01  17.8 347 56.04 19,427  Fidelity Small Cg Indgp. 10/30/01  16.5 1,195 17.28 20,653
Fidelity Europe 04/03/02  -7.0 330 23.66 7,802 Fidelity SEAsia (3%) 02/06/02 8.3 659 12.29 8,105
TOTAL VALUE $95,065 TOTAL VALUE $97,989
TOTAL RETURNS (as of 5/31/02) TOTAL RETURNS (as of 5/31/02)
1-mo 6-mo 1-yr 3-yr YTD 1-mo 6-mo 1-yr 3-yr YTD
-1.0% 7.3% 0.5% 14.8% 3.9% -0.7% 11.9% 9.7% 29.9% 7.4%
Vanguar d Conser vative Vanguar d Moderate
Buy Retum Share Current Buy Retum Share Current
Fund Name Date Since Buy Shares Price Value Fund Name Date Since Buy Shares Price Value
Vanguad Pime Port MM Yield YTD 0.6% 14,989 $1.00 $14,989  Vanguad FI Hi-Yld Cop  01/17/01 1.3% 2,264 $6.22 $14,082
Vanguad Int'| Growth 05/01/02  -1.1 568 15.06 8,553  Vanguad Emeg. Mkts Sto& 02/06/02 7.5 905 9.23 8,356
Vanguad Cg Oppotunity 07/12/99  36.6 688 20.69 14,230  Vanguad Cg Oppotunity 07/12/99  36.6 817 20.69 16,901
Vanguad Exploer 12/12/01 -2.4 188 57.08 10,715 Vanguad Small Cp Value 03/12/01  23.2 1,874 11.09 20,786
Vanguad Windsor 02/07/01  -3.6 1,074 14.93 16,029 Vanguad Exploer 12/12/01 -2.4 271 57.08 15,456
Vanguad Small Cp Value 05/09/01  18.1 1,260 11.09 13,974  Vanguad Windsor 02/07/01  -3.6 1,084 14.93 16,179
Vanguad FI Hi-YId Cop 01/17/01 1.3 2,345 6.22 14,587 TOTAL VALUE $91,760
TOTAL VALUE $93,077
TOTAL RETURNS (as of 5/31/02) TOTAL RETURNS (as of 5/31/02)
1-mo 6-mo 1-yr 3-yr YTD 1-mo 6-mo 1-yr 3-yr YTD
-1.5% 0.8% -4.6% 10.1% -1.7% -2.1% 1.6% -4.8% 14.2%  -1.8%

Note: Model Portfolio’s were indexed to $100,000 onahuary 1,2000. Pie barts shav current allocaions. Déaa shavs positions as of 5/31/02.
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MODEL PORTFOLIOS 3

VENTURESOME

Seeks maxi mum long-term growth by
accepting greater short-term volatility

Domestic Stock 100%

MONEYLETTER Venturesome

SIGNAL

Seeks long-term growth by being "all-in" or "all-out"
of domestic stock funds based on interest rate trends

Domestic Stock 100%

MoNEYLETTER Signal

Buy Retum Share Current Buy Retum Share Current
Fund Name Date Since Buy Shares Price Value Fund Name Date Since Buy Shares Price Value
Royce Lav Piiced Sto&  04/03/02  -1.0% 867 $12.24 $10,611  Royce Renn Mutual 06/20/01  12.6% 2,961 $7.91 $23,425
Baron Small Ca 05/01/02 -0.9 1,071 17.18 18,397 Fidelity Fifty 02/27/02 9.9 982 18.54 18,210
Yadktman 11/15/00 32.9 860 12.19 10,489 Wasdch Sml C@ Growth  06/20/01 7.2 652 31.44 20,511
Neubeger Bem. Genesis 02/14/01  17.3 610 22.31 13,612 Potomac Small GaPlus 01/17/01  -5.5 2,053 10.97 22,524
TCW GalileoValue Opp. 05/09/01 12.4 857 18.60 15,932 TOTAL VALUE $84,670
Royce Oppotunity 05/01/02  -3.3 1,893 9.83 18,609
TOTAL VALUE $87,650
TOTAL RETURNS (as of 5/31/02) TOTAL RETURNS (as of 5/31/02)
1-mo 6-mo 1-yr 3-yr YTD 1-mo 6-mo 1-yr 3-yr YTD
-1.1%  14.9% 132% 221%  8.0% 2.4%  87%  -14%  -7.7%  -1.3%
Date Signal MFA Avg. Maturity
. : 0, 0
05/21/02 1.61 1.32 57 Dgs
Buy Retum Share Current 05/28/02 1.59 1.32 56 Days
Fund Name Date  Since Buy Shares Price Value
Fid. Low Priced Stk (3%) 11/29/00 46.9% 878  $30.10 $26,416 ,
Fidelity Small Cp Ind ~ 10/30/01 16.5 1,435 17.28 24,791 IBC’'s Money Fund Repor t Averages
Fidelity Equity Income ~ 07/09/01 -2.5 295  48.49 14,289 (MFA) 7-day yield vs The Signal
Fidelity Value 02/07/01 17.8 342 56.04 19,151
Fidelity Fifty 02/20/02 13.8 1,041 18.54 19,305 ] 0 — 4"
TOTAL VALUE $108.952 Yield (%) Staus =“In" the Maket AM (days)
3.0F 60
TOTAL RETURNS (as of 5/31/02)
1-mo 6-mo 1-yr 3-yr YTD 2.6 -
02% 12.0% 7.8%  47.2%  6.5% Avg. Maturity -
22+
1.8 %
Vanguar d Venturesome 150
Buy  Retum Share  Current 1A e ]
Fund Name Date  Since Buy Shares Price Value MFA
Vanguad Small Ca Value 03/12/01 23.2% 2,054 $11.09 $22,781 1.0L 1 1 L L 1 ! 1 1 145
Vanguad Exploer 12/12/01 -2.4 290 57.08 16,556 TN N A N S N N N N o
Vanguad Cap. Oppotunity 07/12/99 36.6 848 2069 17,543 S £ 8 88 &8 =2 ¢ 8§ g
Vanguad Windsor 02/07/01 -3.6 1,035  14.93 15,451 4 © © 4 d ® o od o
Vanguad Mid Cep Index  10/30/01  18.6 1,534 1225 18,797 8 g 3 & T I 8 8 8 8
TOTAL VALUE $91,128
Hotline: (410) 528-1804
TOTAL RETURNS (as of 5/31/02) TueSdéy and H‘Iday a 7.00pm (ET)
1-mo 6-mo 1-yr 3-yr YTD )
27%  3.0%  -42%  16.9%  -1.3% Next Issue:Volume 23,No. 12
Mails: June 21,2002
Internet: June 19,2002,12:00pm (ET)
MONEYLETTER (800) 890-9670 June 7, 2002



4 FUND SCORECARD & RECOMMENDATIONS

Domestic Stoc k Funds 2 &
RANK N § g? TOTAL RETURN PRICE RISK
531 1Mo 6Mo Ticker Ffund & § & | | PER lgg. 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 -5.2% 25.8% 49.8% $25.37 55.10 0.02
2 2 11 WMCVX Wasatch Small Cap Value(closed) SCVal B B B -1.7 23.2 20.1 469 2750 0.71 FSW
3 5 - BSCFX Baron Small Cap SCGro B B B -0.5 22.5 15.3 17.18 28.00 1.07 FSW
4 8 - OAKSX Oakmark Small Cap SCVal B B B -2.4 20.1 19.2 19.10 18.10 0.54 FSW
5 21 - ARGFX Ariel Fund SCval B B B 0.8 16.8 19.6 41.83 18.90 0.40 FSW
6 6 20 PRSVX T. Rowe Price Small-Cap Value SCval B B B -2.1 19.3 17.4 2553 16.40 0.44 fsw
7 7 39 EEQFX Eclipse Small Cap Value SCVal B B B -1.2 20.0 13.9 13.74 18.60 0.75 sW
8 22 16 TRMCX T.Rowe Price Mid Cap Value MCval B B B 0.9 16.5 17.4 18.13 1590 0.60 fsw
9 4 17 WGROX Wasatch Core Growth+ (closed) SCGro B B B -3.2 20.2 144 37.84 29.20 0.95 FSW
10 14 3 FLPSX Fidelity Lo w Priced Stoc k (closed) (3%) SCVal B B B -0.6 15.6 21.5 30.10 16.60 0.57 fsw
11 12 9 BERWX Berwyn Fund SCval B B B 2.4 17.5 17.6 2285 18.70 0.41 fsw
12 3 12 VISVX Vanguard Small-Cap Value Index SCval B B B -3.8 18.6 16.4 11.09 - 0.70 fsw
13 19 4 YACKX Yacktman Fund MC B B B 2.0 12.6 22.6 12.19 18.20 0.55 FSW
14 15 219 NBFSX Neuberger Berman FascianoInv.  SCGro B B B -1.8 18.0 13.7 37.12 1570 0.67 FSW
15 26 27 NBGNX Neuberger Berman Genesis (c losed) SC ® BB B -09 16.0 14.6 2231 19.60 0.62 fSW
16 9 79 1ZZYX ICM/Isabelle Small Cap Value SCVal B B B -3.5 21.7 3.3 13.16 26.50 0.67 FSW
17 13 - CRMSX CRM Small Cap Value Inv SCval B B B -2.2 16.3 14.6 22.43 - - FSW
18 48 140 FFTYX Fidelity Fifty+ e H H H 1.8 19.8 -1.3 1854 2820 0.87 Fsw
19 16 24 RYTRX Royce Total Return SCVal B B B -2.1 15.8 12.8 9.34 13,60 0.41 FSW
20 11 1 BPSCX Boston Pinrs Smicap Val (closed,1%<1yr) SCval B B B -3.1 14.8 16.4 18.90 - 0.52 FSW
21 10 32 RYPNX Royce Oppor tunity+ SCval B B B -3.4 17.6 8.2 9.83 27.30 0.77 fsw
22 33 21 RSPFX RS Partners SC * B B -0.8 16.7 6.1 19.75 - 0.59 FSW
23 40 - AVALX Aegis Value Fund SCval H H H 0.9 11.0 17.6 13.76 1820 0.31 fw
24 31 - CAAPX Ariel Appreciation MCval B B B 1.6 12.2 13.4 39.93 18.00 0.50 FSW
25 - - SSEAX State Street Mid-Cap Value MCval H H H 0.5 13.5 10.8 18.11 21.30 0.71 fsw
26 20 14 PENNX Royce Penn Mutual+ (1%) SCval B B B -3.2 14.6 12.7 791 16.70 0.51 fsw
27 24 10 HRTVX Heartland Value SCval B B B -0.9 13.3 12.5 39.37 2250 0.63 FsW
28 23 - BGRFX Baron Growth SCGro (B %3% (B) -04 132 117 3210 2540 1.06 FSW
29 25 38 LLSCX Longleaf Partners Smallcap (closed) SCval (B) (B @ -15 14.7 9.3 2444 17.00 0.45 fsw
30 27 - CRIMX CRM Mid Cap Value Ins MCval B B B -1.8 183 11.4 19.41 - -
31 30 19 LSSCX Loomis Sayles Small Cap Value SC B B B -1.8 12.3 13.9 2188 19.40 0.69 sw
32 35 26 FDVLX Fidelity Value MCval H H H 0.2 13.3 8.3 56.04 2280 0.64 Fsw
33 18 8 RYLPX Royce Low Priced Stoc k SCval B B B -2.1 12.7 12.4 12.24 2480 0.69 FSW
34 29 13 FDSCX Fidelity Small Cap Ind. (1.5%r<90d) SC *H H -2.2 9.9 18.0 17.28 22.80 0.83 fsw
35 53 25 CFIMX Clipper Fund LCval H H H 2.2 9.1 13.3 89.17 1570 0.30 sw
36 52 117 PRNEX T.Rowe Price New Era e H H H 1.2 15.8 2.1 2443 26.70 0.72 fsw
37 34 - SMCDX Strong Mid Cap Disciplined MCVal H H H -14 10.7 11.6 17.79 23.40 0.92 FSW
38 - - TASCX Third Avenue Small-Cap Value SCval H H H -0.7 11.5 7.0 16.16 1750 0.58 FSW
39 45 46 VUSVX Vontobel U.S. Value LCVal H H H -1.4 10.9 9.2 2141 22.00 0.44 FsW
40 32 7 MERDX Meridian Fund SCGro H H H -1.3 9.3 12.2 29.50 21.40 0.77 fsw
41 57 86 BVALX Babson Value LCval H H H 0.8 12.0 1.6 4532 20.60 0.70 FSW
42 61 33 PRWCX T. Rowe Price Cap Appreciation LCVal H H H 0.8 9.7 6.7 15.77 10.70 0.24 fsw
43 42 - BPMCX Boston Partners Mid Cap Value MCvVal H H H -1.8 10.4 8.4 11.63 1830 0.76 FSW
44 36 36 LLPFX Longleaf Partners MCVal H H H -2.3 11.4 6.2 2564 20.10 0.58 fsw
45 17 2 BUFSX Buffalo Small Cap (closed) SCGro H) H' H) -45 7.9 16.0 2011 - 0.69 FSW
46 39 29 RYPRX Royce Premier SC H H H -2.4 9.8 8.3 1093 18.70 0.62 fs
47 43 18 BEMVX Berger Mid Cap Value MCVal H H H -2.0 9.3 7.8 17.46 2330 0.80 FSW
48 64 23 TWEIX American Century Equity Income MCVal H H H 1.1 5.9 8.4 7.28 1510 0.44 FSW
49 28 47 MUHLX Muhlenkamp Fund MCvVal H H H -3.7 11.3 2.0 556.66 26.40 0.91 FSW
50 47 63 VIMSX Vanguard Mid-Cap Inde x+ MC H H H -1.7 9.8 25 1225 26.20 1.02 fsw
51 37 37 OTCFX T. Rowe Price Small Cap Stock Fund+ SC H H H -3.5 8.8 7.1 2581 22.00 0.73 fsw
52 - - TAVFX Third Avenue Value MCval H H H -0.8 8.5 35 38.06 16.00 0.61 FSW
53 49 68 PESPX Dreyfus Mid Cap Index MCGro H H H -1.8 9.6 1.9 2193 2580 1.02 FSW
54 59 15 OAKLX Oakmark Select (closed) MCval H H H 0.7 5.6 8.0 27.89 26.20 0.83 FSW
55 38 41 BOGLX Bogle Small Cap Growth (closed) SCGro H H H -4.0 9.3 55 21.01 - -
56 63 30 OAKMX Oakmark Fund MCVal H H H 1.2 6.2 4.2 36.37 20.60 059 FSW
57 70 28 TWVLX American Century Value MCVal H H H 1.4 4.8 6.5 7.06 2040 0.59 FSW
58 51 6 TGVOX TCW Galileo Value Oppor tunity MCVal H H H -1.2 5.3 8.4 18.60 31.30 0.97
59 66 55 MQIFX Mutual Qualified (1%) CIZ MCVal H H H 0.0 7.4 1.1 17.19 1690 0.61 sw
60 50 42 WPSRX Westport Small Cap R SCval H H H -2.4 7.7 3.7 19.63 - - FSwW
61 58 40 HOVLX Homestead Value MCval H H H -0.5 7.4 14 26.47 18.10 0.59
62 56 144 ACBGX Bonnel Growth Fund MCGro H H H -1.7 9.0 1.1 1452 4390 110 fsw
63 69 34 DODGX Dodge & Cox Stock LCVal H H H 14 5.9 1.9 103.10 19.80 0.64 sw
64 44 72 BARAX Baron Asset MCGro H H H -2.6 10.0 -3.7 4489 2810 122 FSW
65 77 59 BEGRX Mutual Beacon (1%) CIZ MCval S S S 0.4 6.7 0.0 13.61 1590 0.58 sw
66 55 90 DNLDX Dreyfus New Leaders MCGro H H H -0.9 8.6 -3.2 41.09 2520 0.92 FSW
67 91 - THPGX Thompson Plumb Growth LC é) é §\ 34 1.9 5.8 43.15 19.60 0.69 fsw
68 46 62 LMASX Legg Mason Special Investment Trust MC S 8 -1.7 8.8 -4.4 3467 3060 118 w
Bold fundsare curently held inMoneyLETTERMOdel potfolios. Beta fund’s coreldion to the maket (S&P 500 = 1.0A fund with
Advice: B=Buy, H=Hold, S=Sell{B),[),(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 ée (F/f) br
Std Dev.: monthly standad deviation based on teryear etums. Fidelity, (S/s) br Shwab and (W/w) br TD Waterhouse
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FUND SCORECARD & RECOMMENDATIONS 5

Domestic Stoc k Funds (cont.) 2 I
RANK § § § TOTALRETURN _ PRICE _ RISK
‘ S sq |
531 1Mo 6Mo Ticker Fund & 5 & | I PER g NTF/
2002 Ago Ago Symbol FUND NAME (Max. Load) Type g S ¥ 1mo. 6mo. 12mo. SHARE Dev. Beta wtf
69 232 220 SMTVX Strong Multi-Cap Value MCVal H H H 2.1 8.2 2.7 53.63 - - FS
70 79 57 MUTHX Mutual Shares (1%) CIZ MCval S S S 0.1 6.1 -14 20.06 16.60 0.62 sw
71 83 54 PRFDX T.Rowe Price Equity-Income LCval S S S 1.1 4.7 -0.3 2415 16.70 0.53 fsw
72 82 110 FCNTX Fidelity Contrafund (3%) LCGro S S S 0.4 5.8 -2.0 4421 20.10 0.84 fsw
73 86 66 SSHFX Sound Shore MCval S S S 1.0 4.6 -0.9 31.23 1840 0.60 sW
74 72 45 HAVLX Harbor Value LCval S S S -0.2 4.7 0.7 14.67 20.00 0.76 sw
75 73 64 TWEBX Tweedy, Browne American Value MCVal S S S -0.1 5.1 -1.0 24.04 1520 0.51 fsw
76 76 76 GABAX Gabelli Asset MC S S S -0.5 55 -2.9 3348 17.20 0.76 FSW
77 41 50 NAESX Vanguard SmallCap Index+ SC H H H -4.3 6.5 0.3 1990 26.70 0.87 fsw
78 75 150 MFOCX Marsico Focus LCGro S S S -0.4 5.7 -5.5 1419 3150 112 FSW
79 88 91 SAOPX Salomon Brothers Opportunity LCval S S S -0.2 5.3 -5.2 46.88 16.50 0.58 sw
80 80 44 MPVLX MSI Value Portfolio MCval S S S -1.0 4.1 -2.8 1531 2250 0.70 fsw
81 68 43 KAUFX Federated Kaufmann Fund+ (0.2%) MCGro S S S -1.6 3.1 0.4 429 3350 0.86 FSW
82 96 67 STDIX Strong Discovery+ MCGro S S S -0.5 3.6 -2.7 16.53 25.10 0.83 FSW
83 94 174 FDFFX Fidelity Independence (ret.only) LCGro S S S 0.2 5.6 -9.6 16.52 4240 1.24 Fsw
84 60 5 WAAEX Wasatch Small Cap Gr owth+ (closed) SCGro (S) (S) () -1.4  -01 7.1 31.44 37.80 1.15 FSW
85 87 60 RPMGX T.Rowe Price Mid Cap Growth MCGro S S S -0.2 2.6 -2.6 38.46 2450 1.12 fsw
86 95 87 VWNFX Vanguard Windsor II LCval S S S 0.2 4.2 -7.4 25.98 1850 0.65 fsw
87 100 56 VEIPX Vanguard Equity-Income LCVval S S S -0.1 2.3 -35 22.67 16.00 0.55 fsw
88 84 152 MGRIX Marsico Growth & Income Gé&l S § S -0.8 4.5 -8.1 1447 29.70 1.08 FSW
89 101 103 LSGIX Loomis Sayles Value LCval S S S 0.7 24 -6.5 14.68 1750 0.72 fswW
90 102 88 FEQIX Fidelity Equity-Income LCval H H H 0.9 2.2 7.1 4849 1840 0.74 Fsw
91 74 106 VEXMX Vanguard Extended Market Index MC S & & -2.3 3.8 -6.2 22.75 3140 1.17 fsw
92 65 89 MPSCX MSI Small Cap Value (closed) SCval S S S -3.6 4.1 -5.4 1754 2550 0.77 fsw
93 90 184 TWHIX American Century Heritage MCGro S S S -15 58 -11.8 11.09 3210 0.98 FSwW
94 81 169 SRFCX Liberty-SteinRoe Capital Opportunites MCGro S S S -2.0 5.8 -11.6 21.37 3520 126 FSW
95 67 127 JAVTX Janus Venture (closed) SCGro S S S -3.9 3.8 -7.9 4216 58.60 1.63 FSW
96 116 83 SACPX Salomon Brothers Capital (closed) MCval S S S 0.2 0.7 -6.4 2454 2200 0.85 sw
97 54 142 LMOPX Legg Mason Opportunity Trust MC S § S -1.0 4.2 -13.8 10.04 - -
105 104 31 VWNDX Vanguard Windsor LCVal H H H -0.2 -0.6 -5.7 1493 23.30 0.86 fsw
108 71 48 VEXPX Vanguard Explorer+ SCGro @ S © -4.8 1.0 -4.3 57.08 34.00 1.03 fsw
185 177 77 VHCOX Vanguard Capital Opp ($25,0000 MCGro H H H -2.7 -9.3 -20.0 20.69 38.10 1.06 fsw
Dow Jones -0.2% 0.8% -9.0% indexes do not
NASDAQ -43  -16.3 -234 include dividends
S&P 500 -0.9 -6.4  -15.0
International Stoc k Funds
1 3 1 OAKEX Oakmark Intl Small Cap (closed) Int'l B B B 41% 252% 222% $13.72 25.6 - FSW
2 2 2 MAPTX Matthews Pacific Tiger Pacific * B B 3.2 21.0 11.9 10.02 471 - FSW
3 6 - OAKGX Oakmark Global (2%r) Global B B B 1.6 18.7 19.6 15.01 - - FSw
4 8 9 OAKIX Oakmark International Int'l B B B 1.1 19.1 6.6 16.55 24.3 - FSW
5 1 3 FSEAX Fidelity SE Asia (3%&1.5%r<90d) Pacific * B B -3.1 19.8 10.4 1229 385 - fsw
6 4 5 FEMKX Fidelity Emerg. Mkts (3%&1.5%r<90d) Int'l * B B -2.0 19.3 7.6 8.65 329 - fsw
7 10 6 VEIEX Vanguard Emerg. Mkts Stoc k Index Int’| * B B -0.4 18.8 5. 9.23 323 - fsw
8 5 7 PRASX T. Rowe Price New Asia Pacific  * B B -0.9 18.3 5.7 6.84 33.6 - fsw
9 17 15 HAINX Harbor International Intl B ®B® ® 42 140 4.0 3282 178 -  sw
10 9 11 MNEMX Montgomery Emerg. Mkts (closed) Int'l * B B -1.2 16.8 1.9 947 316 - FSW
11 7 8 SCOPX Scudder Pacific Opportunity Pacific * B B -2.0 15.2 6.2 9.61 335 - FSW
12 16 18 PFIFX Preferred International Int'l B B B 2.9 141 1.4 1273 174 - w
13 12 - FIVFX  Fidelity Aggressive Intl. intl B B B -0.8 13.4 7.7 13.29 256 - Fsw
14 25 4 LLINX  Longleaf Partners International Int'l H H H 3.8 10.0 4.0 13.26 - - fsw
15 19 21 BJBIX Julius Baer Intl. Equity A Int'l H H H 14 10.5 1.9 2259 288 - FS
16 20 32 FPBFX Fidelity Pacific Basin (3%&1.5%r<90d) Pacific  * (B) (B 2.2 11.6 -6.1 1551 30.0 - Fsw
17 21 23 FIGRX Fidelity International G & | Int’l H H H 1.8 9.9 -1.7 20.36 22.0 - Fsw
18 22 12 FDIVX Fidelity Diversified International Int'l H H H 15 8.1 0.4 20.29 204 - Fsw
19 18 14 TBGVX Tweedy, Browne Global Value Global H H H -0.8 8.7 -1.0 19.72 14.6 - fsw
20 24 19 USIFX USAA International Int'l H H H 1.0 7.7 -2.2 17.63 181 - fw
21 13 20 PRLAX T. Rowe Price Latin America Latn A * H H -6.4 14.0 -7.5 9.44 435 - fsw
22 23 22 ARTIX Artisan International Int'l H H H 0.3 6.8 -34 18.92 326 - FSW
23 14 13 SLAFX Scudder Latin America Latn A * H H -6.0 10.3 -5.3 20.04 377 - FSW
24 41 50 VPACX Vanguard Pacific Stock Index Pacific  * H H 4.8 7.4 -14.3 7.37 247 - fsw
25 15 17 FLATX Fidelity Latin Amer. (3%&1.5%<90d) LatnA * H H -5.8 10.6 -7.2 12.12 404 - fs
26 52 58 SJPNX Japan Fund (Scudder) Japan * H H 6.2 6.8 -18.8 759 314 - FSW
27 11 - ICHKX Investec China & Hong Kong Pacific  * (H H 2. 8.7 =1lLG 12.30 39.2 = FSW
28 32 - GIGRX Gabelli Intl. Growth intl S S S 1.8 5.0 -8.8 1439 21.0 - FSW
29 28 45 VNEPX Vontobel International Equity Int’l & 8 8 2.2 5.4 -10.9 1348 211 - FswW
30 30 30 CMISX Columbia International Stock Int'l S 5 & 1.0 4.6 -9.0 12.30 222 - fsw
31 34 31 FOSFX Fidelity Overseas Int'l S S S 2.0 3.9 -10.9 28.46 20.7 - Fsw
32 53 55 MJIFOX Matthews Japan Fund Japan * S S 7.9 3.6 -20.0 10.86 - - FSW
34 26 10 FWWFX Fidelity Worldwide Global (S (S (S) 0.1 15 -4.3 1460 185 - Fsw
36 27 27 VWIGX Vanguard International Gr owth  Int'l H H H -0.8 3.8 9.1 15.06 17.6 - fsw
53 33 16 FIEUX Fidelity Eur ope (3%&1%r<90d)  Europe (S) (S) (S) -4.0 -1.6 -9.4 23.66 20.6 - fsw
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6 FUND SCORECARD & RECOMMENDATIONS

Specialty Funds L &
RANK § Qéq% sq,"? TOTAL RETURN PRICE l&l
531 1Mo 6Mo Ticker Fund & § & | I PER  Igyg, NTF/
2002 Ago Ago Symbol FUND NAME (Max. Load) Type g S 9 1mo. 6mo. 12mo. SHARE Dev. Beta wtf
1 - 8 USERX United Services Gold Shares Gold *oxoox 32.5% 135.0% 126.8% $6.44 3640 0.69 sw
2 - 1 BGEIX Amer. Cent. Global Gold (1%r<60d) Gold k% 21.8 90.1  108.5 9.60 4530 0.69 fSW
3 - 2 USAGX USAA Precious Metals & Minerals  Gold *oox % 20.9 88.1  101.9 11.71 46.80 0.87 w
4 - 5 FGLDX INVESCO Gold (3%) Gold *ooxoox 18.9 75.8 76.8 290 3920 0.72 FSW
5 - 4 FSAGX Fidelity Sel Gold (3%) Gold ook ox 16.5 74.5 82.1 2425 4920 0.89 fsw
6 - 12 SCGDX Scudder Gold Gold Fookow 18.3 72.3 67.8 1146 36.70 0.74 FSW
7 - 6 VGPMX Vanguard Sp Gold/Pr Metals (1%r) Gold ook % 14.9 56.4 58.8 12,79 43.10 0.87 fsw
8 - 10 CGMRX CGM Realty RealEs * * * -2.9 27.4 30.6 16.17 1580 0.26 fsw
9 - 3 STMDX Stratton Monthly Dividend REIT RealEs * * * -0.2 16.6 224 28.80 1450 0.21 fsw
10 - 11 CSRSX Cohen & Steers Realty Shares RealEs * * * 2.2 13.7 17.3 48.66 16.20 0.25 FSW
11 - 9 FRESX Fidelity Real Est Investment RealEs * * * 2.7 12.9 18.1 20.10 1510 0.21 Fsw
12 - 7 VGSIX Vanguard Special REIT Index RealEs * * * 1.3 12.9 19.1 13.25 1440 0.17 fsw
13 - 22 VGENX Vanguard Sp Energy (1%r) Energy * * * -0.5 18.7 -0.5 27.64 32.00 0.70 fsw
14 - 29 FSTEX INVESCO Energy Energy * * * -2.2 20.5 -11.5 19.38 46.20 0.90 FSW
15 - 24 RSCOX RS Contrarian Altern ook 2.9 14.8 -4.9 1119 2350 0.72 FSW
16 - 25 FSENX Fidelity Sel Energy (3%) Energy * * * -1.4 11.6 -9.7 2436 3340 0.78 fsw
17 - 23 RYFIX Rydex Financial Services FinServ * * * 0.0 8.2 -3.4 10.16 28.80 1.05 fsw
18 - 20 FIDSX Fidelity Sel Financial Serv (3%) Finserv * * * 0.2 4.7 -3.6 103.20 2740 0.94 fsw
19 - 15 POSCX Potomac Small Cap Plus Levrgd * * * -5.8 6.9 -2.5 10.97 - - FSW
20 - 21 FSFSX INVESCO Financial Serv FinServ * * * 0.0 2.3 -6.5 27.34 2690 0.93 FSW
21 - 14 VGHCX Vanguard Sp Health Care (1%r $25k) Health —* * = -1.2 -0.4 0.8 116.50 19.10 0.47 fsw
22 - 18 GATEX Gateway Fund Altern *oox % -0.1 -0.1 -3.9 21.71 7.00 0.32 FSW
23 - 13 MERFX Merger Fund Altern ook % 0.8 -1.6 -3.2 14.57 542 013 FSW
24 - 28 RYEIX Rydex Energy Energy * * * -4.0 58 -15.2 1045 2750 0.64 fsw
25 - 31 VGSUX Vanguard Utilities Income Utility ook ¥ -2.7 0.7 -17.8 1153 1430 0.26 fsw
26 - 17 RYHIX Rydex Health Care Health ook X -1.5 -10.3 -10.0 1056 19.60 0.41 fsw
27 - 16 FSPHX Fidelity Sel Health Care (3%) Health ook X -1.7 -10.3 -10.2 114.00 20.00 0.40 fsw
28 - 19 FHLSX INVESCO Strategic Health Science Health *ooxox -1.1 -12.8 -11.3 4544 3650 0.43 FSW
29 - 32 RYNVX Rydex Nova Levrgd * * * -1.3 9.7 -23.4 2290 29.60 1.49 fsw
30 - 30 PSPLX Potomac U.S. Plus Levrgd * * * -1.1 -10.0 -23.8 9.33 29.00 146 FSW
31 - 27 FIUIX  Fidelity Utilities Utility ook x 09 -14.0 -29.7 11.14 2040 0.83 Fsw
32 - 36 ULPIX ProFunds UltraBull Levrgd * * * 23 -146 -33.2 4823 3930 1.97 fsw
Bond Funds S g oS § Z
RANK S L3 TOTAL RETURN PRICE &S 3 g @?5
) s & £ & [ TS5 g3
531 Ticker £ 38 g | | PER §5 &8 $F S§ NH
2002 Symbol FUND NAME (Max. Load) o S ¥ 1mo. 6mo. 12 mo. SHARE 5Q 25N < NS wif
Short Term
1 VFSTX  Vanguard Short Term Corporate * * * 1.0% 13% 52% $10.77 0.73 517% 26 2.2 fsw
2 SCSTX  Scudder Short Term Bond *ooxox 0.6 0.7 4.3 10.54 076 362 27 1.6 FSW
3 FSHBX  Fidelity Short Term Bond ook % 0.2 0.3 B15) 8.80 083 436 23 1.8 Fsw
Intermediate Term
1 VFITX Vanguard Fix-Inc Intm. Treas.  * * * 1.0 14 7.6 11.11 1.40 516 7.8 5.3 fsw
2 VBMFX  Vanguard Total Bond Market Index * * * 0.8 15 6.4 10.15 1.24 5.68 8.8 45 fsw
3 FBNDX  Fidelity Investment Grade ook ¥ 0.4 0.1 5.1 7.36 140 472 6.6 45 Fsw
High Yield (“J unk”)
1 NTHEX  Northeast Investors Trust * B * 0.4 10.0 34 7.71 734 831 54 - fsw
2 VWEHX Vanguard High Yield Corporate B B * -0.5 25 13 6.22 1.52 8.68 6.7 4.6 fsw
3 SPHIX  Fidelity High Income B B * -1.7 3.0 -3.7 7.95 128 915 54 - Fsw
4 BUFHX  Buffalo High-Yield B B * -1.1 0.5 1.3 9.83 695 758 6.8 4.3 fsw
5 CMHYX Columbia High Yield B B * -0.8 -1.0 2.6 8.69 - 713 6.0 4.6 FSW
6 PRHYX T. Rowe Price High Yield B B * -0.9 -0.9 -2.9 6.62 172 914 6.7 4.3 fsw
7 FHYPX  INVESCO High Yield *ooxox -2.1 -6.8 -24.6 3.28 149 1272 59 3.8 FSW
8  STHYX Strong High Yield Bond(1%r) * B * -3.0 00 -138 7.46 806 1059 55 3.8 FSW
Zero Coupon
BTTRX  Benham 2025 *ox % -1.2 -35 5.8 31.94 - - - - FSW
Tax-Free Alternative
1  VWITX Vanguard Muni Bond-Intermed * * * 0.6 2.2 4.9 13.48 137 383 6.1 4.8 fsw
2 SRIMX  Liberty-SteinRoe Inter. Muni * ook % 0.5 1.6 2.3 11.32 132 327 83 6.0 FSW
3 FLTMX  Fidelity Spartan Intermed Muni  * *  * 0.4 0.7 815 10.00 1.50 3.70 8.0 5.8 Fsw
International
1 BEGBX American Century Intl Bond *oxoox 3.0 2.3 111 10.52 257 3.62 - - FSW
2 RPIBX  T. Rowe Price Intl Bond *oox % 35 1.1 5.9 8.21 229 320 87 6.3 fsw
3 PYGFX Payden Global Fixed Income *oox % 0.2 -0.1 4.7 9.82 334 357 8.0 5.8 fsw
Strategic Income
1 FNMIX  Fidelity New Markets Income ~ * * % -1.3 6.4 1.3 11.41 715 732 - - Fsw
2 RPSIX  T.Rowe Price Spectrum Income * * % 0.6 0.4 1.4 10.73 1.16 5.24 - - fsw
3 JAFIX Janus Flexible Income *oox % 0.2 -1.4 1.8 9.21 142 560 85 5.6 FSW

!Modified Duration—Average time individual bonds within a fund are actually held.
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MAILBO X

Don’t Overrate Wr iteup

Several weeks @o, you wrote a glaving report on

Thompson Plumb Gowth and ecommended tying

it. Now you have a sell signal. Hw can a fund thais run
as vell as you said go dowvn the tube sodst?

— B.B., Albuquerque, NM

You've touded on seeral points hee, so lets

tackle them in oder First, Thompson Plumb
Growth (THPGX) was adled to theMoNEYLETTER]atabase
in January 2002 based on anxeellent tadk recod of
performance oer the peceding one-three- and ifve-year
time pefods. But just becauseewnintroduce a ne fund
and adl it to our list doesn’ mean its “the best of the
best” or the ony “Buy” fund out thee. New funds
typically enter the Domestic Stkd=und list as one of a
few dozn Buy fundsand like all funds on our listsare
subject to our wekly performance eview and anking

The beauty oMoNEYLETTERS fund selection system is
that it gets yu out of funds thta are lagging in
performance and into funds thare perbrming better
right nav. The system does this based on enesecent
performance than Wwat was eferred to in theThompson
Plumb Gowth profile article. While the fund selection
system is not peefct, based orMONEYLETTERS long-tem
tradk recod it has sered subsdbers well. In the case of
Thompson Plumb @wvth, its preference br lamge-ca
value stoks—the soure of its stong longrtem perbr-
mance—esulted in the fund being squeezout of the
Buy fund mange by the moe recent perdrmance of man
small- and mid-cpa value funds.

Had Thompson Plumb @Gwth been on our listor the
last few years, it probably would hare been a Buy fundf
a laige pat of tha time. And with a tailing 12-month of
+5.8% (\ersus -14.0%dr theVanguad 500 Inde Fund),
the fund is notdlling gart. But it's naw a full-fledged
member of our listand tha means w let its anking speak
for it. Just because & wiite a pofile article on a fund
doesnt mean it @ts peferential teament.$

MANAGED ACCOUNTS

For information on the “MonevLETTER 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 investment decisions for client accounts that differ
from recommendations found in MONEYLETTER.

MONEYLETTER

(800) 890-9670

TOP-YIELDING MONEY FUNDS 7

100% U.S. TREASURY FUNDS

7-Day 30-Day 1-Year
Vanguad Treasuy MMF 1.57% 159% 2.77%
Fidelity Spatan USTreas MMF 1.51 1.51 2.66
Gabelli US Treasuy MMF 1.51 1.51 2.60
T. Rowve Pice USTreasuy MF 1.45 1.44 2.59
Amer Centuy Capital Presv Fund/Im 1.42 1.41 2.58
CMA Treasuy Fund 1.41 1.40 2.28
Prudential Got SecTr/US Treas/CIA 1.33 1.32 2.36
ExcelsiorTreasuy Money Fund 1.27 1.26 2.22
Dreyfus 100% USTreas MMF 1.26 1.25 2.50
DBAB Cash Resee Treasuy 1.23 1.23 2.28

GENERAL PURPOSE TAXABLE FUNDS

7-Day 30-Day 1-Year

PayPal Monegy Market Fund 1.94% 1.93% -
Touchstone Mong Market Fund 1.91 1.89 2.86%
Vanguad Pime MMF/Retail 1.83 1.83 2.90
Dreyfus BASIC MMF 1.75 1.78 2.99
HSBC Irvestor MMF/CIY 1.75 1.77 2.90
Bunker Hill MMF 1.74 1.84 2.83
TIAA-CREF Money Market Fund 1.69 1.69 2.82
SSgA Mong Market Fund/CIA 1.65 1.68 2.75
Flex-fund Moneg/ Market Fund 1.64 1.63 2.83
ScudlerYieldWise Mong Fund 1.64 1.60 2.75

TAX-FREE GENERAL PURPOSE FUNDS

7-Day  30-Day 1-Year
Vanguad Tax-Exempt MMF 1.57% 1.60% 2.05%
Strong Municipal MMF 1.38 1.44 2.14
Fidelity Municipal MMF 1.36 1.36 1.87
T. Rave Pice Summit Muni MMF 1.34 1.35 1.93
USAA Tax BExempt MMF 1.34 1.37 1.88
Dreyfus BASIC Muni MM Portfolio 1.32 1.34 1.83
ScudlerYieldWise Muni MF 1.32 1.32 2.11
Amer Centuy T-F MMF/Inv Class 1.31 1.37 1.79
MSD&T Tax-Exempt MMF 1.25 1.28 1.77
Northem Municipal MMF 1.25 1.28 1.78

TAX-FREE STATE-SPECIFIC FUNDS

7-Day  30-Day 1-Year
Vanguad OH Tax-Exempt MMF 1.53% 1.56% 2.11%
Vanguad CA Tax-Exempt MMF 1.50 1.54 1.88
Vanguad NY Tax-Exempt MMF 1.45 1.48 1.92
Vanguad FA Tax-Exempt MMF 1.43 1.46 2.02
Vanguad NJTax-Exempt MMF 1.41 1.44 1.95
Fidelity OH Municipal MMF 1.31 1.33 1.83
Fidelity FL Municipal MMF 1.30 1.30 1.79
USAA Tax Exempt CA MMF 1.30 1.33 1.84
Fidelity Ml Municipal MMF 1.26 1.22 1.67
Dreyfus FL Municipal MMF 1.25 1.22 1.76
JPMogan NY T-F MMF/Morgan 1.25 1.26 1.60

Taxable equivalent yield = yield / (1—total efective tax bracket).
Funds ae ranked ty 7-dey yields; 7-dg and 30-dg yields ae com
pound yields as of 5/28/0Zhird 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.

Souce: Monegy Fund Reort (800) 343-5413

CHECK OUT MONEYLETTER Ptus!

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

Visit www. MonEYLETTER.cOM and
Choose “Sample Issues”
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8 FUND PROFILE

State Street Reseath |\/||d_Cap sector neutrl position,and adlied some stde growth stoks
sudh as PPL (holding compwrfor Pennsyhania Rwer &

Value Has Chan@d Its SpOtS Light) and pinter RR Donnellg & Sons to the pdfolio. The
This fund used to tget income along with its mid-pa financial sectqr is imptant in the pdfolio. Zuger notgs thia
stock exposue. Indeedit took an equity-incomepproach to (e !ecent emronment has been 20gd one 6r regional
investing But, somavha before curent manger Reter Zugr ~ °anks,as laver inteest ates hae been god for banks'net
assumed the helm on@ember 152000,the fund staed to Mawgins. Top-five holding Comeca, for example is up moe
tip toward its curent philosopli. Zuger explained thathe than 12% this gar Credit cad firm Capital One Fnancial
firm believed tha better total etums were available by tak-  '€mains a top holding asel; added to the fund hen this
ing a mid-ca value @proad, rather than an income one S€Ctor delned over consumer spending conesr
where the poatfolio also contained ceertibles and iked-
income sectuties. Tha chang in stetegy paid of, as the

Top Five Companies and Industy Sectois

fund has since been outpacing itelage peer For the \ear 1)Avaya Inc 1) Utilities: Electical

to-dae though My 31, for example its 6.9% total etun 2) SPXCom. 2) Commeial Sevices

bests tvo-thirds of its mid-cp value fund pee; accoding to 3)Viad Cop. 3)Bank&S&ls

Lipper. And for the tailing year a 10.8% etum outpaces 4)AK Steel Holding 4) Miscellaneous iRancial
5) Comeica Inc 5) Insuance

70% of its pees.
asof March 31,2002

The stiategy

Since d#ractive \alue oppawunities ae often hidlen
gems in the ma&etplace accoding to Stée Steet,it takes a
number of speci€ measues to ind these¢‘comebadk” com

He also has been tiling a bit @ beden davn tedinok
ogy stoks.Advanced Mico Devices is one sutpidk. Zuger
. Lo o said the pice was oppatunistic and this semiconductor gr
paniesand a ey disciplined stok picking epproat. ZUET g cer should beniéfin economic ecovery. Top holding

first uses tditional \alugion measwss sub as pice/ean- Avaya is of 45% this year but Zuger is holding ifm. He
INgs 'a_[“,o' and pr:ce/bo_ok Etio to |dent|f_y hep COMPAnIes.  hajig/es the ifm, a piovider of comnunicaions systems and
Then,it's to the ihancial stteements ér in-depth anaysis of software, has signitant ecovery potential despite crzntly

a compay's _fundamentals. In autshell_,the leys to in/es_'e weak demanddf its poducts Another ted buy, Flextronics,
ment selection ar deressed xpectdions coupled With g 55 oytsoige manfactuer tha Zuger feels will beneit
attractve \aluaion and the prsence of a ¢alyst to spak 0 4 yclical recovery in electonics

renaved inteest in the stdc
The \alue pocess led to a lge stale in consumerelaed ~ OUtiook _ _ _ .

holdings in 2001mary of which were picked up as pices Ell Zuger bglle/es the_bsmess erironment WI|| impove.
in the vake of Setember 11. Some of those holdingséna Sté€ Steet is brecasting bove-trend gowth in the US.
since paid df handsomel—for example Harah's €conony in the frst half of 2002 (3%)followed ty some
EntetainmentHilton Hotels,and Bla& and Deker. As con ~ Wha modesting growth in the second halin this ewiron-
sumer stoks gproaced fir valug however, mary were ment,stod selection will be an imptaint component of per
reduced or elimirtad from the paifolio. Cydically sensitve ~ formanceAnd Zuger seemsitfor the task. .

stodks were also pominent in the pdfolio. Fluor, an eng Stde Steet Reseah family of funds is taditionaly
neeing and constrction frm in the méerials and pocessing thought of as a loadnily. However, a dass of this fund can
sector was also a stng qiner The outlook the higher D€ bought adiscount bokers, sud as Sbwab and T.D.
enegy prices would lead to an inemse in engy infrastuc- Waterhousewithout a load under the #er symbol SSEAX.

ture piojects popelled the shas,which have since been sald 1Ne® is & nomal transaction ée $

Recentactwity . , Stae Steet Reseah Mid-Cap Value (SSEAX)
As consumer disetionay and indusial stoks gpreck One Fnancial CenterBoston MA 02111

ated this yar their overweight position in the pdfiolio has (800) 882-0052

been someha reduced Zuger has been tgeting a moe Minimum investment$2,500/2,000 IRA
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