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The Se|f_Absorbed Market The second involved improving profit reports. Last
. _ quarter’s profit reports are only now being released. It is too
by Walter S. Frank, Chief Investment Officer early to say anything. We continue to believe that they will be

It has been three weeks since our last issue, and over thoegestly positive. How the market will react is an open
three weeks the U.S. market has been in a funk (despite the guigstion. But we have not changed our view that the profit
5th rally) with the S&P 500 dropping 5.8% and the Nasdagports will become increasingly favorable as the year goes on.
-8.8%. (OumMoneyLeTTERI-family portfolios were also down, The last (half) marker was more evidence that business
but by less—Venturesome: -3.9%, Moderate: -3.20%Bvestmentis reviving. Here the May report on durable goods
Conservative: -3.1%.) Watching the action of the market,new orders was mildly encouraging. Orders for investment
visitor from Mars would think that the U.S. economy was igoods rose for the second month in a row, but only modestly.
deep trouble. Why else would there be this persistent ahlde direction is good, but the oomph has yet to show.
routine selling of ownership in U.S. companies? All'in all, we are only a tiny step ahead of where we were

If the same visitor turned to the financial press over tivéhen the trim-back advice was given last quarter.
same period, the impression would be quite different. Trpﬁgh_Yiem Bonds

economic news was essentially upbeat. Manufacturing Tiyo of the more notorious accounting blowups, Adelphia
appeared to be picking up strongly, home-building and salgsq Global Crossing, spooked the high-yield bond market. All
were thriving, while the American consumer was buying bofe funds in that sector felt the effects. Flows into the sector

cars and soft goods after a one month hiatus. ~ dropped sharply from March ($4.2 billion) to May ($325

directed. The market was feeding on its own problems and the opyiously, with only a few weeks since Global Crossing,
momentum of a long bear market. The market's horizon hggh entire sector is nervous, waiting for the next shoe to drop.
not only shortened, as is usual in troubled times, it had disaghe average yield of high-yield bonds has risen to about 9.5%.
peared. The focus had turned to the validity of profit reportghe payout yield of our funds is averaging about 7.5% (based
not on the content of the reports or the implications for thg, recent prices) with the Vanguard High Yield Corporate Fund
profit outlook itself. The long bear market is taking its toll, agayout running close to 9.0%. The Vanguard fund, which is
we can see by the recent spate of mutual fund redemptiongonservatively managed, looks quite attractive right now.
What surprised us earlier has now become standard The sector appears to be settling down, although it will
procedure: the fundamentals going one way and the margte time for full confidence to be restored. At the same time,
question is when, and there is no good answer to that. All Wgould see a recovery in the high-yield bond market. We are

can say is that sentiment, which works best at calling markintinuing to recommend an allocation to that market, but we

The markers The Economy
We laid down two-and-a-half markers in the last issue to Virtually all of the economic news the past three weeks
help us decide when to reenter the markets. The first involvgghfirms that the recovery is solidifying. How strong the recov-
the disconnect between the market and the economy. Sodgf will be is still an open question. We think it will run on the
the disconnect continues in spades. order of a 4% rate, our long held view. The employment report,
released on July 5th, showed a considerably slower pickup in

Market Trends employment in June than Wall Street expected. Immediately,
Trailing Forward the Wall Street crew, which can turn on a dime, started talking
12-Mo Trend 6-Mo Estimate about a jobless recovery and a lackluster economy.
Economy Higher Higher Not so fast, fellas! Sure enough, business is gun-shy about
Interest Rates Lower Flat/Higher new hires. But the usual preliminary indicators that hiring will
Dollar Flat Lower

increase are now flashing green. First, the average workweek

inflation e A increased again. Second, the manufacturing workweek jumped
BXVSVDAQ Il:g\\:vvg: E:gﬂgrr by 0.2 hogrs, while factory overtime at 4.3 hours is at ?ts high-
Europe Lower Higher gst level since November 2000, twenty months ago. Th|s pat_tern
Japan (Nikkei) Lower Higher is what usually happens as the economy recovers. First _busmess
Hong Kong (Hang Seng) Lower Higher uses the current work force more intensively until confidence

returns. We expect that the jobless recovery talk will dissipate
over the next 3-6 months.
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2 MODEL PORTFOLIOS

CONSERVATIVE

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

M ODERATE
Seeks greater |ong-term growth than the

Conservative Portfolio by taking prudent risks

Money Funds 25% Domestic Stock 50% Money Funds 20% Domestic Stock 55%
. High-
H.Igh- Yield
Yield Bond
Bond 15%
15%
Int'l Stock 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 0.6% 31,493 $1.00 $31,493  Schwab Mong/ Market  Yield YTD 0.0% 17,073 $1.00 $17,073
Columbia HighYield 01/17/01 2.6 1,477 8.42 12,439  Buffalo HighYield 06/20/01 0.1 1,347 9.55 12,861
Baron Small Ca 05/01/02  -5.8 946 16.34 15,458  Matthews Racific Tiger 02/06/02 7.5 971 9.50 9,226
Royce Oppotunity 05/01/02  -8.3 1,674 9.33 15,620  Royce Lav Piiced Sto&  04/03/02  -7.5 726 11.43 8,300
Yadtman 11/15/00 37.7 1,809 11.75 21,254  Yadktman 11/15/00  37.7 1,795 11.75 21,093
Tweed/ Browne Gl Val  08/23/00  -4.5 484 18.64 9,022 Baron Small Ca 05/01/02  -5.8 1,131 16.34 18,478
TOTAL VALUE $105,286 TOTAL VALUE $87,031
TOTAL RETURNS (as of 6/30/02) TOTAL RETURNS (as of 6/30/02)
1-mo 6-mo 1-yr 3-yr YTD 1-mo 6-mo 1-yr 3-yr YTD
-4.3% 1.1% 5.7% 30.0% 1.1% -4.7% 1.5% 5.4% 18.1% 1.5%
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 0.8% 25,711 $1.00 $25,711  Fidelity Cash Resees  Yield YTD 0.1% 24,014  $1.00 $24,014
Fidelity High Income 01/17/01 -15.6 1,710 7.41 12,674 Fidelity High Income 01/17/01 -15.6 1,849 7.41 13,704
Fid. Low Piiced Stk (3%) 02/20/02 6.7 600 29.25 17,560  Fidelity Fifty 02/20/02 55 595 17.18 10,218
Fidelity Small Ca Indep. 10/30/01 8.2 881 16.04 14,134  Fid. Low Priced Stk (3%) 01/10/01 35.1 556 29.25 16,273
Fidelity Value 02/07/01 11.2 255 52.87 13,474 Fidelity Value 02/07/01 11.2 166 52.87 8,767
Fidelity Int'l Growth & Inc 06/05/02  -2.6 379 19.61 7,426 Fidelity Small C@ Indep. 10/30/01 8.2 773 16.04 12,394
TOTAL VALUE $90,979  Fidelity SEAsia (3%) 02/06/02 25 659 11.63 7,670
TOTAL VALUE $93,040
TOTAL RETURNS (as of 6/30/02) TOTAL RETURNS (as of 6/30/02)
1-mo 6-mo 1-yr 3-yr YTD 1-mo 6-mo 1-yr 3-yr YTD
-4.3% -0.6% -1.8% 6.8% -0.6% -5.0% 2.0% -6.0% 18.2% 2.0%
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 YieldYTD  0.1% 15,996 $1.00 $15,996
Vanguad Pime Port MM Yield YTD 0.9% 22,038 $1.00 $22,038  Vanguad FI Hi-Yld Cop 01/17/01  -1.6 2,263 6.00 13,580
Vanguad Int'l Growth 05/01/02 -5.3 568 14.42 8,190 Vanguad Emeg. Mkts Sto& 02/06/02  -1.4 905 8.47 7,668
Vanguad Cg Oppotunity 07/12/99 21.6 330 18.43 6,083  Vanguad Small Ca Value 03/12/01 18.0 1,874 10.62 19,905
Vanguad Windsor 02/07/01 -11.7 1,080 13.60 14,687  Vanguad Mid-Cap Index  06/05/02  -4.9 1,259 11.35 14,284
Vanguad Mid-Cep Index  06/05/02  -4.9 873 11.35 9,903 Vanguad Windsor 02/07/01 -11.7 1,090 13.60 14,824
Vanguad Small Cp Value 05/09/01  13.1 1,260 10.62 13,382  TOTAL VALUE $86,257
Vanguad FI Hi-Yld Cop  01/17/01  -1.6 2,362 6.00 14,170
TOTAL VALUE $88,453
TOTAL RETURNS (as of 6/30/02) TOTAL RETURNS (as of 6/30/02)
1-mo 6-mo 1-yr 3-yr YTD 1-mo 6-mo 1-yr 3-yr YTD
-4.8% -6.5% -8.3% 2.5% -6.5% -5.9% -7.7% -9.7% 4.3% -7.7%

Note: Model Portfolio’s were indexed to $100,000 onahuary 1,2000. Pie barts shav current allocaions. Déaa shavs positions as of 6/30/02.
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MODEL PORTFOLIOS 3

VENTURESOME

Seeks maximum long-term growth by
accepting greater short-term volatility

Money Funds 30%

Domestic Stock 70%

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
Schwab Money Market ~ Yield YTD 0.0% 24,791 $1.00 $24,791 Royce Renn Mutual 06/20/01 8.9% 2,961 $7.65 $22,655
Baron Small Ca 05/01/02  -5.8 1,071 16.34 17,498  Fidelity Fifty 02/27/02 1.8 982 17.18 16,874
Yacktman 11/15/00 37.7 860 11.75 10,110 Royce Oppotunity 06/05/02 -2.8 2,077 9.33 19,376
Neubeger Bem. Genesis 02/14/01 9.4 610 20.81 12,697 Potomac Small GaPlus 01/17/01 -11.9 2,053 10.23 21,005
Royce Oppotunity 05/01/02  -8.3 1,893 9.33 17,663  TOTAL VALUE $79,910
TOTAL VALUE $82,759

TOTAL RETURNS (as of 6/30/02)
1-mo 6-mo 1-yr 3-yr YTD
-5.6% 2.0% 5.5% 9.7% 2.0%

TOTAL RETURNS (as of 6/30/02)
1-mo 6-mo 1-yr 3-yr YTD
-56% -6.8% -65% -19.4% -6.8%

Date Signal MFA Avg. Maturity
i t 06/18/02 1.53% 1.32% 57 Dgs
Fidelity Venturesome
y 06/25/02 1.51 1.31 57 Dgs
Buy Retum Share Current 07/02/02 1.50 1.33 56 Days
Fund Name Date Since Buy Shares Price Value
Fidelity Cash Resees YieldYTD ~ 0.1% 30,364  $1.00  $30,364 ,
Fid. Low Priced Stk (3%) 11/29/00 42.7 709 29.25 20,731 IBC’'s Money Fund Repor t Averages
Fidelity Small Cp Ind ~ 10/30/01 8.2 1,012 16.04 16,236 (MFA) 7-day yield vs The Signal
Fidelity Value 02/07/01 11.2 259  52.87 13,699
Fidelity Fifty 02/20/02 5.5 1,041 1718 17,889 ald (0 —«p”
oL VALUE 598919 Yield (%) Staus =“In" the Market AM (days)
3.0F 60
TOTAL RETURNS (as of 6/30/02) 2.6 m
1-mo 6-mo 1-yr 3-yr YTD . D
49%  13%  40%  328%  1.3% ool Avg. Maturity e
1.8 Signal 450
Vanguar d Venturesome ]
Buy Retum Share Current YA e e
Fund Name Date Since Buy Shares Price Value MFA
Vanguad Pime Port MM Yield YTD 0.1% 25,609 $1.00 $25,609 1.0L 1 1 I I 1 ! 1 1 45
Vanguad Small Cp Value 03/12/01  18.0 2,054  10.62 21,816 ¥ 9 8 9 8 8 8§ 9 9§ o
Vanguad Small Ca Index 06/05/02  -2.1 829 18.99 15,752 S KR § a9 @@ ¥ 4 X O
Vanguad Windsor 02/07/01 -11.7 408  13.60 5,555 0 9 S 9 8 9 oS4 4Jd o 9
Vanguad Mid-Cap Index  10/30/01 9.9 1534 1135  17.416 I 8 8 8 8 8 8 8 8 5
TOTAL VALUE $86,148

TOTAL RETURNS (as of 6/30/02)
1-mo 6-mo 1-yr 3-yr YTD
-5.5% -6.7% -8.8% 6.3% -6.7%

MONEYLETTER

Hotline: (410) 528-1804
Tuesdy and Fiday a 7:00pm (ET)

Next Issue:Volume 23,No. 14

Mails: July 26,2002
Internet: July 24,2002,12:00pm (ET)
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4 FUND SCORECARD & RECOMMENDATIONS

2257 15.2 0.51 fsw
13.22 439 1.10 fsw

52 67 52 TWEBX Tweedy, Browne American Value  MCVal
53 46 143 ACBGX Bonnel Growth Fund (.25%r<30d) MCGro

54 65 148 DNLDX Dreyfus New Leaders MCGro - - 38.32 25.2 0.92 FSW
55 31 21 MERDX Meridian Fund SCGro - - 27.23 214 0.77 fsw
56 48 55 MQIFX Mutual Qualified (1%) CIZ MCVal - - - 15.68 16.9 0.61 sw
57 57 69 MUTHX Mutual Shares (1%) ClZ MCVal - - - 1843 16.6 0.62 sw
58 49 68 BEGRX Mutual Beacon (1%) CIZ MCVal - - - 12.47 159 0.58 sw
59 52 - TAVEX Third Avenue Value MCVal - - 35.12 16.0 0.61 FSW
60 42 - SSEAX State Street Mid-Cap Value (5.75%) MCVal - - 16.22 21.3 0.71 fsw
61 68 61 PRFDX T. Rowe Price Equity-Income LCVal - - - 2232 16.7 0.53 fsw
62 45 18 FDSCX Fidelity Small Cap Ind. (1.5%r<90d) SC - 1542 228 0.83 fsw
63 81 66 VEIPX Vanguard Equity-Income LCVal - 21.13 16.0 0.55 fsw

64 47 19 OAKLX Oakmark Select (closed) (2%r<90d)MCVal
65 61 31 OTCFX T Rowe Price Small Cap Stock Fund+ SC

2545 26.2 0.83 FSW
23.68 22.0 0.73 fsw

Domestic Stoc k Funds 2 &
RANK N § g? TOTAL RETURN PRICE RISK
75 1Mo 6Mo Ticker Fund g s e | PER g, NTF/
2002 Ago Ago Symbol FUND NAME (Max. Load) Type g S ¥ 1mo. 6mo. 12mo. SHARE Dev. Beta wtf
1 4 27 EEQFX Eclipse Small Cap Value SCVal B B B 0.2% 11.6% 13.5% $13.52 18.6 0.75 sw
2 1 - CGMFX CGM Focus SCval * B B -4.2 3.7 24.7 23.32 551 0.02
3 7 3 YACKX Yacktman Fund MC B B B -2.8 4.2 18.7 11.71 182 0.55 FSW
4 8 10 PRSVX T Rowe Price SC Value (closed) (1%r<1lyr) SCVal B B B -2.4 5.6 11.4 2434 16.4 0.44 fsw
5 18 11 BERWX Berwyn Fund (1%r<180d) SCval B B B -3.1 55 11.9 21.45 187 0.41 fsw
6 10 1 AVALX Aegis Value Fund SCval B B B -0.6 3.0 14.1 13.56 18.2 0.31 fw
7 5 6 FLPSX Fidelity L P Stoc k (closed,3%&1.5%r<90) SCVal B B B -3.3 3.2 14.0 28.69 16.6 0.57 fsw
8 30 76 1ZZYX ICM/Isabelle Small Cap Value SCval B B B 11 5.7 -1.7 1296 26.5 0.67 FSW
9 28 116 PRNEX T.Rowe Price New Era iic B B B 2.1 5.0 2.6 23.34 26.7 0.72 fsw
10 15 101 FFTYX Fidelity Fifty+ (.75%r<30d) LC B B B -5.8 6.3 38 17.11  28.2 0.87 Fsw
11 21 23 RYTRX Royce Total Return (1%r<180d) SCval B B B -2.9 1.8 6.1 8.88 136 041 FSW
12 6 - ARGFX Ariel Fund SCVal (B) (B) P\ -6.9 1.7 7.8 3846 189 0.40 FSW
13 32 26 PRWCX T. Rowe Price Cap Appreciation LCVal B) B) (B -3.9 1.7 3.2 1494 10.7 0.24 fsw
14 2 - BSCFX Baron Small Cap SCGro B B B -7.3 3.6 21 1577 28.0 1.07 FSW
15 13 20 VUSVX Vontobel U.S. Value (2%r<90d) LCVal B B B -55 1.7 2.3 20.09 22.0 0.44 FswW
16 24 33 VISVX Vanguard Small-Cap Value Index SCVal B B B -4.2 -0.7 6.1 10.26 - 0.70 fsw
17 25 7 HRTVX Heartland Value (1%r<90d) SCval B B B -2.9 -1.1 51 37.25 225 0.63 FsW
18 14 24 NBGNX Neuberger Berman Genesis (c losed) SC B B B -5.6 0.2 4.9 20.51 19.6 0.62 fSW
19 29 34 RSPFX RS Partners SC * B B -4.7 0.9 0.4 18.32 = 0.59 FSW
20 12 48 LLSCX Longleaf Partners Smallcap(closed)SCVal B B B -6.9 1.9 1.2 2256 17.0 0.45 fsw
21 9 12 TRMCX T. Rowe Price Mid Cap Value MCval B B B -6.8 -0.9 7.8 16.57 15.9 0.60 fsw
22 20 5 BPSCX Boston Ptnrs Smicap Val (closed,1%<1yr) SCVal B B B 4.7 -1.8 6.9 17.67 - 0.52 FSW
23 39 25 TWEIX American Century Equity Income MCVal H H H -25 2.4 3.6 6.95 151 0.44 FSW
24 3 14 WMCVX Wasatch Small Cap Value (closed,2%r<60d) SCVal B B B -8.4 0.7 4.7 423 275 0.71 FSW
25 43 13 CFIMX Clipper Fund LCVal H H H -5.9 -1.4 5.4 82.47 157 0.30 sw
26 27 37 FDVLX Fidelity Value Mcval ® B ® -5.2 -0.5 1.6 52.07 228 0.64 Fsw
27 41 - TASCX Third Avenue Small-Cap Value SCval H H H -2.9 -1.5 0.9 1541 175 0.58 FSW
28 16 - OAKSX Oakmark Small Cap (2%r<90d) SCVal B B B -5.0 -1.2 3.1 17.40 18.1 0.54 FSW
29 26 16 PENNX Royce Penn Mutual+ (1%r<180d) SCVal B B B -4.6 -1.6 3.0 7.40 16.7 0.51 fsw
30 35 80 BVALX Babson Value LCval H H H -4.9 1.0 -3.9 4232 206 0.70 FSW
31 17 - CAAPX Ariel Appreciation MCval B B B -6.7 -1.2 3.9 36.95 18.0 0.50 FSW
32 36 22 LSSCX Loomis Sayles Small Cap Value  SC B B B -4.2 -3.3 31 20.51 194 0.69 swW
33 60 49 HOVLX Homestead Value MCVal H H H -3.2 -2.3 -1.0 2488 181 0.59
34 11 221 NBFSX Neuberger Berman Fascianolnv. SCGro B B B -7.8 -0.5 0.7 3359 157 0.67 FSW
35 59 141 MFOCX Marsico Focus LCGro H H H -2.8 -1.3 -6.1 13.66 315 112 FSW
36 53 100 FCNTX Fidelity Contrafund (3%) LCGro H H H -4.0 -1.7 -4.3 42.00 20.1 0.84 fsw
37 23 - BGRFX Baron Growth SCGro B B B -6.0 -3.5 0.2 29.64 254 1.06 FSW
38 22 - CRMSX CRM Small Cap Value Inv SCval B B B -7.1 -34 0.9 20.31 - - FSW
39 55 29 TWVLX American Century Value MCval H H H -3.7 -5.3 0.3 6.67 20.4 0.59 FSW
40 73 58 SAOPX Salomon Brothers Opportunity LCVal H H H -2.8 -3.3 -6.5 4468 16.5 0.58 sw
41 54 36 RYPRX Royce Premier (1%r<180d) SC H H H -4.3 -55 -0.1 10.18 18.7 0.62 fs
42 58 152 BARAX Baron Asset MCGro H H H -2.8 -4.5 5.1 43.17 28.1 122 FSW
43 51 41 DODGX Dodge & Cox Stock LCVal H H H -4.7 -4.6 -2.6 96.52 19.8 0.64 sw
44 69 40 BOGLX Bogle Small Cap Growth(closed) SCGro H H H -4.7 -4.8 2.1 19.45 - -
45 33 30 RYPNX Royce Oppor tunity+ (1%r<180d) SCval H H H) 6.9  -4.3 -0.5 894 273  0.77 fsw
46 37 38 LLPFX Longleaf Partners MCVal H -5.2 -4.2 -3.6 2381 20.1 0.58 fsw
47 70 146 MGRIX Marsico Growth & Income G&l H -35 -3.2 -9.3 13.81 29.7 1.08 FSW
48 34 - CRMMX CRM Mid Cap Value Inv MCVal H) B H 75 -5.6 2.0 17.43 - - FSW
49 50 17 BEMVX Berger Mid Cap Value MCVal -5.3 -6.2 -0.3 16.18 23.3 0.80 FSW
50 38 - BPMCX Boston Partners Mid Cap Value MCVal -7.0 -5.0 -0.9 10.60 18.3 0.76 FSW
51 40 - SMCDX Strong Mid Cap Disciplined MCVal -5.3 -7.5 2.8 16.53 234 0.92 FSW
4.4 4.1 -7.9
7.0 3.6 -5.7
4.9 4.4 -7.5
6.6 6.4 0.0
6.0 3.8 7.5
5.7 4.1 8.3
6.3 3.9 7.8
6.1 6.0 3.3
8.2 6.1 0.1
5.5 5.9 5.9
-8.3 8.5 34
-4.4 -7.1 7.1
7.4 -7.0 3.0
-6.1 7.8 3.0
6.4 Bi5
4.7 4.8
7.2 5.7

ITW IWw »OW TEIIIT IIIIIT TIITITT
IT»w TOOWIN ITIIIT ITIII ITETTT

I@U) TOOVWIWMV ITITIT TITIT TTI

66 56 32 OAKMX Oakmark Fund MCVal -7.2 g - 33.21 20.6 0.59 FSW
67 19 35 WGROX Wasatch Core Growth+ (closed,2%r<60d) SCGro D M ( -11.3 - - 3299 29.2 0.95 FSW
68 64 45 VIMSX Vanguard Mid-Cap Inde x+ MC -7.0 - - 11.10 26.2 1.02 fsw
Bold fundsare curently held inMoNeyLETTERMOdel potfolios. Beta fund's corelation 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 e (F/f) br
Std Dev.: monthly standad deviation based on teryear etums. Fidelity, (S/s) br Scwab 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
. N lstg |
755 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 - - WBSNX WmBIlair S-C Growth N (1%r<60d) SCGro H () &) 6.2  -9.9 09 1510 - 0.95 FSW
70 74 44 STDIX  Strong Discovery+ MCGro S S S -4.9 -7.7 -8.4 1549 25.1 0.83 FSW
71 66 51 PESPX Dreyfus Mid Cap Index MCGro S S S -7.0 -7.4 -6.2 19.86 25.8 1.02 FSW
72 88 88 VWNFX Vanguard Windsor Il LCVal S 8 & -5.0 -6.8 -10.9 23.80 185 0.65 fsw
73 44 9 RYLPX Royce Low Priced Stoc k (1%r<180d)SCval H H H -8.1 -8.9 -2.0 10.90 24.8 0.69 FSW
74 62 39 WPSRX Westport Small Cap R SCval S S S -6.6 -8.8 -4.8 17.99 - FSW
75 77 53 MUHLX Muhlenkamp Fund MCval S S S -7.0 -7.5 -7.8 49.97 26.4 0.91 FSW
76 98 77 SRFBX Liberty-SteinRoe Balanced Gé&l S S S -3.9 -8.7 -10.3 2261 123 0.61 FSW
77 71 222 SMTVX Strong Multi-Cap Value MCval S S S -7.6 -7.6 -8.5 48.28 - - FS
78 89 98 FEQIX Fidelity Equity-Income LCVal S S S -5.1 -8.5 -10.5 4496 184 0.74 Fsw
79 99 145 SCDUX Scudder Large Co Value LCVal * S S -4.4 -8.1 -14.5 21.05 18.2 0.70 FSW
80 118 103 RBEGX CS Warburg Pincus Value LCval S S S -4.4 -8.9 -12.5 12.28 194 0.70 FSW
81 107 78 VCVSX Vanguard Convertible Securites Convit S S S -3.8  -10.8 -10.4 10.62 20.4 0.69 fsw
82 86 83 LSGIX Loomis Sayles Value LCVal S 8 9 -5.9 -9.1 -12.1 1353 175 0.72 fsW
83 79 105 GABAX Gabelli Asset MC S S S -7.0 -8.7 -11.4 30.39 17.2 0.76 FSW
84 97 54 PRDGX T.Rowe Price Dividend Growth LCVal § 8§ & -55 -104 -9.9 18.74 14.0 0.57 fsw
85 102 115 FDEQX Fidelity Disciplined Equity LC S S S -4.9 -9.6 -13.1 20.23 19.7 0.94 Fsw
86 83 57 NAESX Vanguard SmallCap Inde x+ SC H H H -6.5 -10.5 -8.7 18.13  26.7 0.87 fsw
87 103 70 DGAGX Dreyfus Appreciation LC S S S -5.8 -10.2 -11.8 3470 17.6 0.80 FSW
88 85 173 SRFCX Liberty-SteinRoe Capital Opport. MCGro S S S -6.2 -8.8 -14.7 19.81 352 1.26 FSW
89 105 127 PFVLX Preferred Value LCval S S S -5.7 -9.2 -14.7 16.84 195 0.79 w
90 82 192 TWHIX American Century Heritage MCGro S S S -7.2 -6.5 -19.6 10.09 32.1 0.98 FSW
91 112 94 FSEQX INVESCO Value Equity LCVal S 8§ 8 42 -11.1 -12.7 17.86 16.6 0.80 FSW
92 114 85 FGRIX Fidelity Growth & Income (3%) G&l S S S 46  -10.7 -13.0 3348 16.7 0.80 fsw
92 113 73 UMBSX UMB Scout Stock LCVal $ 8 51  -11.6 -10.7 1356 15.0 0.68 f
94 94 102 MPSCX MSI Small Cap Value (closed) SCval S S S -6.0 -104 -12.6 16.08 25.5 0.77 fsw
95 116 119 FIlIX INVESCO Core Equity e S S S 41 -111 -14.2 1092 153 0.72 FSW
96 92 84 FEQTX Fidelity Equity-Income Il G&l S S S 5.2 -114 -12.5 18.96 17.2 0.74 Fsw
97 76 50 HAVLX Harbor Value LCVal S S S 94  -10.1 -10.1 13.00 20.0 0.76 sw
98 91 161 TWCVX American Century Vista MCGro * S S -6.6 -8.3 -19.2 10.15 52.3 1.17 FSW
117 124 65 VWNDX Vanguard Windsor LCVval H H H -6.3 -14.8 -13.2 13.49 233 0.86 fsw
202 195 154 VHCOX Vanguard Cap Opp ($25,00081%<5y) MCGro H S S 86 -250 -27.3 1830 381 1.06 fsw
Dow Jones -4.3% -8.6% -10.5% indexes do not
NASDAQ -135 -33.0 -337 include dividends
S&P 500 -58 -157 -189
International Stoc k Funds
1 - - MACSX Matthews Asia Growth&Income (2%r<90d) Pacific (B) (B) (B}  -1.7% 11.1% 20.0% $10.95 144 -  FSW
2 1 1 OAKEX Oakmark Intl Small Cap (closed,2%r<90d) Int’l B B B -4.8 10.2 19.7 1297 25.6 - FSW
3 6 8 PRASX T. Rowe Price New Asia Pacific * B B -0.3 5.2 12.3 6.87 33.6 - fsw
4 2 2 MAPTX Matthews Pacific Tiger (2%r<90d) Pacific * B B 2.4 5.7 134 9.73 471 - FSW
5 5 4 FSEAX Fidelity SE Asia (3%&1.5%r<90d) Pacific * B B -2.2 5.2 13.1 12.16 38.5 - fsw
6 13 5 SCOPX Scudder Pacific Opport. (2%r<1yr) Pacific * B B -1.6 &3 10.3 9.54 335 - FSW
7 11 21 PFIFX Preferred International Int'l B B B -2.6 4.8 1.0 1223 174 - w
8 4 13 OAKIX Oakmark International (2%r<90d) Int'l B B B -4.1 4.3 2.9 15.71 243 - FSW
9 16 36 FPBFX Fidelity Pacific Basin (3%&1.5%r<90d) Pacific * B B -2.2 53 -3.1 15.16  30.0 = Fsw
10 12 - FIVFX  Fidelity Aggressive Intl. (1%r<30d) intl B B B -3.1 11 8.4 12.67 25.6 - Fsw
11 9 18 HAINX Harbor International Int'l B B B -3.3 3.3 2.8 31.16 17.8 - Sw
12 17 54 VPACX Vanguard Pacific Stock Index Pacific  * H H -1.8 7.3 -10.1 7.20 247 - fsw
13 14 17 BJBIX  Julius Baer Intl. Equity A Int'l B B B -25 2.1 35 21.76  28.8 - FS
14 18 57 SJPNX Japan Fund (Scudder) (2%r<180d) Japan *H H -4.2 9.1 -13.9 735 314 - FSW
15 21 23 FIGRX Fidelity International G & | Int’l H H H -2.4 1.8 0.4 19.65 22.0 - Fsw
16 7 3 FEMKX Fidelity Emerg. Mkts (3%&1.5%r<90d) Int'l * B B 4.7 0.6 6.6 824 329 - fsw
17 23 58 FJPNX Fidelity Japan (3%&1.5%<90d) Japan * H H -2.0 7.9 -16.7 10.06 34.8 - Fsw
18 3 - OAKGX Oakmark Global (2%r<90d) Global H) H H  -6.2 0.6 8.0 13.69 - - FSw
19 19 20 FDIVX Fidelity Diversified Inter'l (1%r<30d) Int'l H H H -2.6 0.6 0.1 19.53 204 - Fsw
20 26 48 VNEPX Vontobel Intrnatn’l Equity (2%r<90d) Int'l H H H -1.1 0.8 -5.7 1321 211 - Fsw
21 24 56 MJFOX Matthews Japan Fund (2%r<90d) Japan *H H -4.1 6.6 -15.7 10.41 - - FSW
22 22 19 USIFX USAA International Int'l H H H -34 -2.3 -2.0 16.73 18.1 - fw
23 20 14 TBGVX Tweedy, Browne Global Value Global H H H -4.4 -0.1 -6.1 18.62 14.6 - fsw
24 10 9 VEIEX Vanguard Emerg Mkts Stk Inde x (0.5%r) Int’| * @ H -6.8 -2.3 2.9 8.57 323 - fsw
25 28 55 PRJPX T. Rowe Price Japan Japan * H H -3.8 34 -17.4 6.38 28.6 - S
26 25 22 ARTIX Artisan International Int’l H H H -2.8 2.2 -5.6 18.05 32.6 - FSW
27 15 6 MNEMX Montgomery Emerg. Mkts (closed) Int'l * H W -6.9 -3.0 0.7 8.77 316 - FSW
28 27 30 CMISX Columbia International Stock Int'l H H H -1.6 29 =0l 11.90 222 > fsw
29 33 50 ICHKX Investec China & Hong Kong Pacific ~ * (@ () -35 -0.6 -11.7 11.93 39.2 - FSW
30 32 39 SWINX Schwab International Index (1.5%<180d) Int'l S § S -2.2 -3.6 9.1 1226 18.0 - S
31 8 12 LLINX Longleaf Partners International Int' &S 6 72 -26 -6.3 1220 - N
32 43 49 SCINX Scudder International (2%r<180d) Int'l S S S -1.5 -3.9 -12.0 3599 214 - FSW
33 29 - GIGRX Gabelli Intl. Growth intl S S S -4.3 -3.3 -10.4 13.46 21.0 - FSW
34 42 29 VEURX Vanguard European Stock Index Europe S S S -1.8 -6.3 -6.7 19.20 17.3 - fsw
40 35 27 VWIGX Vanguard International Gr owth  Int’l H H H -3.7 -7.3 -9.0 1424 17.6 - fsw
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6 FUND SCORECARD & RECOMMENDATIONS

Specialty Funds 2 &
RANK g iz% E,"? TOTAL RETURN PRICE RISK
i g
715 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 - 5 USERX United Services Gold Shares (.25%r<30d) Gold *oox % -21.9% 64.2% 77.4% $4.86 36.40 0.69 sw
2 - 2 BGEIX Amer. Cent. Global Gold (1%r<60d) Gold *ookox -16.1 46.2 70.4 792 4530 0.69 fSwW
3 - 1 USAGX USAA Precious Metals & Minerals  Gold * x x 150 45.3 67.9 9.72 46.80 0.87 w
4 - 7 SCGDX Scudder Gold Gold *oxoox 126 40.9 51.7 9.85 36.70 0.74 FSW
5 - 6 FGLDX INVESCO Gold (3%) Gold ok oox 141 40.2 5815 244 3920 0.72 FSW
6 - 3 FSAGX Fidelity Sel Gold (3%&.75%r<30d) Gold Fookow -13.5 38.8 56.2 20.70 49.20 0.89 fsw
7 - 10 CGMRX CGM Realty RealEs * * * 15 21.7 25.1 16.26 1580 0.26 fsw
8 - 4 VGPMX Vanguard Pr Metals (closed) (1%r<1yr) Gold *oox % -14.1 25.2 39.5 10.79 43.10 0.87 fsw
9 - 8 STMDX Stratton Mthly Div REIT (1.5%r<120d) RealEs * * * 0.2 13.9 17.4 28.65 1450 0.21 fsw
10 - 11 FRESX Fidelity Real Est Investment (.75%r<90d) RealEs * * * 0.3 10.9 124 20.02 1510 0.21 Fsw
11 - 9 VGSIX Vanguard Special REIT Index (1%r<1lyr) RealEs * * * 0.1 9.9 12.9 13.13 1440 0.17 fsw
12 - 12 CSRSX Cohen & Steers Realty Shares (1%r<180d) RealEs * * * -0.8 9.4 9.5 4780 16.20 0.25 FSW
13 - 18 VGENX Vanguard Sp Energy (1%r<1yr) Energy * * * -0.1 8.4 7.1 26.69 32.00 0.70 fsw
14 - 27 RSCOX RS Contrarian Altern *okox -4.0 6.6 -5.5 10.76 2350 0.72 FSW
15 - 28 FSTEX INVESCO Energy Energy * * * -3.3 3.9 -4.3 17.76  46.20 0.90 FSW
16 - 24 FSENX Fidelity Sel Energy (3%&.75%r<30d) Energy * * * -1.2 0.5 -6.0 2312 3340 0.78 fsw
17 - 21 RYFIX Rydex Financial Services FinServ * * % -4.3 -2.9 -8.4 9.53 2880 1.05 fsw
18 - 25 RYEIX Rydex Energy Energy * * * -1.3 -4.2 -11.9 9.94 2750 0.64 fsw
19 - 16 GATEX Gateway Fund Altern Fooxoox -3.0 -5.7 7.2 20.85 7.00 0.32 FSW
20 - 17 FIDSX  Fidelity Sel Fin'l Serv (3%&.75%r<30d) FinServ ~ * * * -4.0 -4.7 -8.7 97.36 27.40 0.94 fsw
21 - 20 FSFSX INVESCO Financial Serv FinServ * * * -3.7 -6.3 -10.9 2582 26.90 0.93 FSW
22 - 13 MERFX Merger Fund Altern ook ¥ 5.5 -7.2 -8.0 13.71 542 0.13 FSW
23 - 14 VGHCX Vanguard Sp Health Care ($25k&1%r<5yr) Health — * *  * -6.8 -8.0 -7.4 105.90 19.10 0.47 fsw
24 - 26 VGSUX Vanguard Utilities Income Utility * ook % -5.1 -9.4 -19.5 10.62 1430 0.26 fsw
25 - 22 POSCX Potomac Small Cap Plus Levrgd * * % -85  -13.3 -11.9 9.73 - - FSW
26 - 23 FHLSX INVESCO Strategic Health Science Health oxoox 55  -14.2 -16.2 42.01 36.50 043 FSW
27 - 19 FSPHX Fidelity Sel Health Care (3%&.75%r<30d) Health —* * * -7.7  -16.0 -15.7 102.40 20.00 0.40 fsw
28 - 15 RYHIX Rydex Health Care Health —* * * -8.8  -17.0 -17.1 9.38 19.60 0.41 fsw
29 - 37 FSTUX INVESCO Utilities Utility *ookow 45  -195 -35.5 9.21 1760 0.57 FSW
30 - 29 UMPIX ProFunds Ultra Mid-Cap Levrgd * * * -147  -19.0 -22.1 23.03 - - FSW
31 - 30 PSPLX Potomac U.S. Plus Levrgd * * * -89 -232 -28.3 833 29.00 146 FSW
32 - 31 RYNVX Rydex Nova Levrgd * * * 92 -235 -28.9 20.26 29.60 149 fsw
Bond Funds S & oS § z
RANK g g2 98 TOTAL RETURN PRICE 5.9 3 & &S
. § g 5 | PER £F O S5 5§
7/5  Ticker s § & I3 &3 95 SS NTF/
2002 Symbol FUND NAME (Max. Load) o S ¥ 1mo. 6mo. 12 mo. SHARE aQ 25N < NS wif
Short Term
1 SCSTX  Scudder Short Term Bond *ooxoox 05% 16% 4.4% $10.55 0.76  3.71% 2.7 1.6 FSW
2 VFSTX  Vanguard Short Term Corporate * * * -0.6 1.0 3.9 10.66 0.73 498 26 2.2 fsw
3 FSHBX  Fidelity Short Term Bond ook Ok -0.3 0.1 2.6 8.77 0.83 4.33 2.6 1.8 Fsw
Intermediate Term
1 VFITX Vanguard Fix-Inc Intm. Treas.  * * * 15 4.9 8.9 11.23 140 460 75 5.3 fsw
2 FGOVX  Fidelity Government Income oo 0.8 2.2 5.0 10.12 150 410 82 5.0 Fsw
3 VBMFX  Vanguard Total Bond Market Index * * -0.4 1.9 5.3 10.10 1.24 5.61 8.1 4.4 fsw

High Yield (“J unk’)

1 NTHEX  Northeast Investors Trust * B % -0.8 6.2 2.0 7.58 734 852 55 - fsw
2 BUFHX  Buffalo High-Yield B B * -1.2 -0.9 -0.7 9.55 695 771 6.2 4.3 fsw
8 PRHYX T. Rowe Price High Yield B B * -3.7 -1.7 1.2 6.30 172 926 6.7 4.3 fsw
4  VWEHX Vanguard High Yield Corporate B B * -3.7 -2.0 -0.6 5.94 152 915 6.6 4.5 fsw
5 CMHYX  Columbia High Yield B B * -3.2 -3.0 0.5 8.36 - 761 538 3.8 FSW
6 SPHIX  Fidelity High Income B B * -6.9 -7.8 -9.0 7.32 128 986 58 - Fsw
7 STHYX  Strong High Yield Bond (1%r) * B * -81 -108 -12.0 6.78 8.06 10.65 55 - FSW
8 FHYPX  INVESCO High Yield *oxoox -69 -156 -248 3.01 149 1075 57 3.7 FSW
Zero Coupon
BTTRX  Benham 2025 *ooxoox 2.2 3.9 6.0 32.39 - - - - FSW
Tax-Free Alternative
1 VWITX  Vanguard Muni Bond-Intermed * * * 0.8 3.8 5.0 i1i8155 137 358 6.0 4.8 fsw
2 SRIMX  Liberty-SteinRoe Inter. Muni ook % 1.0 34 82 11.41 132 365 84 6.1 FSW
& FLTMX  Fidelity Spartan Intermed Muni  * *  * 0.6 2.3 3.7 10.07 1.50 346 75 Bdl Fsw
International
1 BEGBX American Century Intl Bond oo % 4.4 9.5 18.3 11.06 2.57 3.07 - - FSW
2 RPIBX  T.Rowe Price Intl Bond ook ox 3.9 8.7 12.6 8.53 2.29 3.27 8.6 - fsw
3 PYGFX Payden Global Fixed Income ook ox 0.8 1.9 5.2 9.91 3.34 3.27 8.0 5.3 fsw
Strategic Income
1  JAFIX Janus Flexible Income *oxoox -0.1 0.2 2.3 9.21 142 538 83 5.4 FSW
2 RPSIX  T. Rowe Price Spectrum Income * * * -1.0 0.0 1.4 10.54 116 5.22 - - fsw
& FNMIX  Fidelity New Markets Income ook % -5.7 -5.4 -5.5 10.57 7.15 7.52 - - Fsw

!Modified Duration—Average time individual bonds within a fund are actually held.
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FUND FAMILY NEWS TOP-YIELDING MONEY FUNDS 7

100% U.S. TREASURY FUNDS

7-Day 30-Day 1-Year
Vang uard Ad dS TWO Vanguad Treasuy MMF 1.56% 1.57% 2.54%
I Gebelli US Treasuy MMF 1.49 151 2.41
TheVanguad Group announced thevailability of_two Fidelity Spatan USTreas MMF 147 148 543
new funds just bedre the Indeendence Da holiday. CMA Treasuy Fund 1.41 141 207
Vanguad Mid-Cgp Growth Fund (VMGRX) andvanguad T Rowe Pice USTreasuy MF 138 138 236

Intemational Exploer (VINEX) ae naw available to nev Amer C_e'I‘tUY Cepital Pesv Fund/lm~ 1.34 135  2.36
investos due to eomanizaions: Provident Irvestment — mdential Got SecT/USTreas/CiA — 1.32  1.33 214

. . Dreyfus 100% USTreas MMF 1.25 1.26 2.25
Counsel Mid Cp FundA re-emeged asvanguad Mid-C& ' ppap Cash Reser Treasuy 118 123 206
Growth and Shroder Intenaional Smaller Companies Fund = Schwab USTreasuy Money Fund 1.17 1.17 2.16
t_Jegot Vanguad Intemat,ongl Explogn Both funds W|_II COR GENERAL PURPOSE TAXABLE FUNDS
tinue to bllow the objectres and imestment shtegies of 7-Day 30-Day 1-Year
their predecessar; and will retain their inestment adsers. RBB MMP/Sansom Sget Class 1.98% 2.00% 2.59%
Mid-Cap Growth seeks to mwvide long-tem capital Payzqa' Money Market :(U”d ; 1-23 1-33 66
appreciaion by investing in companies thdall within the ;?J‘;k:rtoH?lm/'&? Market Fun 1'69 1'66 563
capitalization range of the Russell Mid-GaGrowth Index SSgA Mong Market Fund/CIA 167 165 253
(cumently $1 billion to $14 billion). In typical/anguad fash Dreyfus BASIC MMF 1.66 1.69 2.76
ion, the funds expense atio is estiméed d 0.65%,compaed Flex-fund Mong/ Market Fund 1.66 168  2.58
to a 1.66% werage expense atio for Mid-Cgp funds (soure; ~~ ScudierYieldWise Mong' Fund RO
X M(? erage &p tment is $10 Oooap ( TIAA-CREF Mone/ Market Fund 166 168 259
ipper). Minimum investment is $10,000. Scudier Pemium Mong Mkt ShS/AARP 1.64  1.60  2.44
Intemétional Exploer is a non-UB, small compay  vanguad Pime MMF/Retail 164 174 266
fund. L|k.e Mid-Ca Growth, it utilizes a bottom.-up funda o EEIEE EE AL FUSEEEE UGS
mental ivestment pproac. Expenses ar est|m8e_d d 7-Day 30-Day 1-Year
0.75%, compaed to 2.02% dr the aerage Intenational Vanguad Tax-Exempt MMF 1.33% 1.38% 1.90%
Small-Ca fund Minimum investment is also $10,000. Strong Municipal MMF 122 122 1.96
In other nevs, the family announced thela@sing of ~ Amer Centuy T-F MMF/inv Class tel 118 164
Vanguad Piecious Metals (GPMX) to all puchases as of Scudier¥ieldwise Muni MF 120 120 193
9 / P S T Rowe Pice Summit Muni MMF 120 122 177
the end of Une Chaiman dhn Brennan cited $124 million = MsSp&T Tax-Exempt MMF 1.19 1.13 1.63
in new cash flows duing the frst ive months of 2002 as the USAA Tax Exempt MMF 1.19 1.18 1.73
reasona figure tha compaed to $400,000dr all of 2001. g'deé'jty '\T"U"'E'pa' 'Vt”\’\’}l': Fund ﬁ; Hg i-g;
0 . _ . cudler Tax-Exempt Mong Fun . . .
The fund etumed 50.7% dung the aruay — May peiod. =g 40 ycommand-F Fund 110 108 161

Note: due to their gtreme wlatility, under most coum
stances gld funds ae not considexd br purchase in the TAX-FREE STATE-SPEC;FIEC FUN3%SD "
MonNEeyLETTERMOdel potfolios. ARk DRy LRl

. . Vanguad OH Tax-Exempt MMF 1.39% 1.38% 1.95%
For more information, caIIVanguad (800) 662-7447. Vanguad CA Tax-Exempt MMF il 2l iz 1.75
Vanguad FA Tax-Exempt MMF 1.25 1.24 1.86
H H R Vanguad NJTax-Exempt MMF 1.22 1.23 1.81
Flde“ty Flfty Changes Man@ers Vanguad NY Tax-Exempt MMF 1.22 1.26 1.78
. . USAA Tax BExempt CA MMF 1.16 1.14 1.69
~J. Fegus Shiel has been named tpalfo manaer of cyA oH Municipal Mone' Fund 105 099 152
Fidelity Fifty and Hdelity Advisor Hfty, succeeding ahn Amer Centuy CA T-F MMF/Inv Class ~ 1.03 1.00 1.54
Muresiamu. Shiel will contine to mange Hdelity Fidelity FL Municipal MMF 1.03 1.09  1.64
Independence FundFidelity Advisor Dynamic Capital LAy R vl LR 103 106 168

Apprecidgion Fund andVIP Dynamic Caital Apprecigion

Portfqho. 'Shlel .has been withidrelity since 1989. RIS 3 ] 29 Ty el T ] £ 60 Ga
Fidelity Fifty (FFTYX) has been an xeellent pound yields as of 7/2/0Zhird column efers to 1-year total etum.

performer under Muesianu’s direction. It is up 6.6%  criteria for indusion indude:top-yielding unesticted etail funds oy,
through dine 30,compaed to -13.2%dr the S&P 500. Its  with minimum initial investment <$25,000 and assets >$100 million.

Taxable equivalent yield = yield / (1—total efective tax bracket).

trailing 1-year 3-year and 5-year rumbes ae all vell Souce: Money Fund Reort (800) 343-5413
ahead of the indeas wvell. Ffty is curently ranked #10 in _
the MoNeyLETTERISt of domestic gowth funds. MANAGED ACCOUNTS

For moee information, call Hdelity at (800) 544-8888. For more information call

Principal Resource Inc. toll-free

(800) 707-2060.
For two free admissions to the SBrancisco Mong , L
Shaw (August 23-26) call Intshaw (800) 970-43556 Ask about PRI's free, no-obligation
portfolio review.

* % %
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8 FUND PROFILE

William Blair Small Cap

Growth a Contrarian

With the sto& makets in a seerely wealened stee (a
least though edly July), it might not seem aoftuitous time to
be pofiling a small ca growth fund ButWilliam Blair Small
Ca Growth (WBSNX) has waherd the stan—so fr. The
second quaer of 2002 vas the tenth consecudi quater in
which the fund outpedrmed its benlemak index, the Russell
2000 Gowth Index. Moreover, the fund posted impssie
retuns in both calendar 2000 and 2001. In 200@, fund
invested hedly in tednolagy stoks in the irst quater, but sub
sequenit began selling some of these holdings aneesgting
instead in consumgiinancial,and health carissuesThe fund
ended the gar with a gin of 33.7%A continued bcus orfold
econony” stoks benated results in 2001 asell, as the fund
posted a totaletum of 26.0%. MeanWile, for the yearto-dde
through dilly 5, the fund is dan 8.9%,but tha still is better
than 92% of its Lipper peeraup.

Tedhniques

So,how do mangers Michael Balkin and KaBrewer—
both of wvhom hae manged the fund since its December 199
inception—do it? Wha's their see@t? Frst, they stat with a
universe of‘emeiging” growth companies-tha is,companies
tha have suwived the starup phase and @in an edy growth
cycle. The maket caitalization range the look in is fom
$300 million to $1.5 billion.Then, bottom-up fundamental
reseach kicks in. They seach for firms with lav debt, supeior
cash fow, and consefative accounting @rctices. But tw
things ae key. Frst,a successful candittanust hae eanings
growth tha is predictdle and will be maintainedof a long
length of time Secondthe pair of mangers stesses a high
retum on irvestment; thiais, the amount eaed br eat incre-
mental dollar imested Blair managers and angists spend a lot
of time meeting with companiesupplies, and custome.
They want a mangement team thiéhas a signi€ant inancial
stale in the compan and a poven tiadk recod. They also
insist tha a firm they invest in hae diferentigded poducts or
sewices thacannot be easilduplicaed

In contrast to may pottfolio manaers who just use a
fundamentalpottom-up anafsis in piking stods, this duo
also conducts a top-dm anaysis. They identify economic
factos and hw they affect economic sectsyand seath for

whetr the gowth is. This is combined with the fundamental

compaly reseach. Does theifm have picing flexibility?
Does it hae a leadeship ole in a gowth ara?

Adding value via contarian aspects

Balkin and Bewer often ind themseles svimming
against the tide of other smallgcarowth stok manaers, as
they use tehniques often empjed by value irvestos. For
instancethey want the companies thénvest in to béunder
followed” by Wall Street anajsts. Oftenthe sto&s the select
may have onl one or tvo other anaists bllowing them often
with small egional firms.The mangers see this as aayto adl
value to the fundoy buying wha they tem, “diamonds in the
rough’ The pair sgs the are often tading @ainst the het of
other mangers. They like to luy stoks after thg've been
beden davn, even if only by a bioad maket dedine. And while
they'd like to hold their imestments a long timgiven dtractive
long-tem gowth prospectsthey watch valudion dosel. If a
stod’s waluaion, as measwd by P/E &tio and discounted cash
flow, advances too dr, too fast, they'll sell, and wait for a
potential oppdunity to huy badk later & a lover piice.

Top Five Sectos and Holdings (% ofAssets)

Sewices 32%  Statek 2.20%
Health 21 Carer Eduction 2.12
Technolagy 15 Daisytek Intendtional 2.00
Retail 11 Insight Enteprises ~ 2.00
Industial Cydicals 6 Labor Reay 1.90

as ofApril 30, 2002

Positioning

This year the fund haseduced holdings in the telecem
municaions sectar given the contined dificult business
conditions And the mangers hare contirued to undereight
technolagy stoks (relaive to the berttmak). Given their
outlook th& the econom is beaginning to ecover, Balkin and
Brewer hare bgun to hy eaty-cycle sectos sut as
broadcast and medias indicaéed dove, the sevices sector
(which is bioad) looms lage in the patfolio.

The mangers expect the stdc maiket to be boppy for
some time given intenational instdilities, corporate
eanings issuesand economic unceinties. Hencgthey are
likely to kegp the potfolio relatively defensvely positioned
for the time being$

William Blair Small Cgp Growth “N”"(WBSNX)
Willaim Blair Mutual Funds,
222\W\estAdams Stet,34th Floor
Chicago, IL 60606; (800) 742-7272
Minimum investment$5,000; 1% edemptionde

MoNEYLETTER® (ISSN:0197-7083) is puished twice edt month br $150 per gar (24 issues)ybPRI Fnancial Pubishing, Inc., 360 Woodland St.PO. Box 6020,Holliston,
MA 01746-6020. Briodicals Pstaye paid &Holliston, MA and & additional mailing ofices. POSTMASTERsend adress bangs toMoNEYLETTER, 360Woodland St.P.O.
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