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I\/II’. GrOSS’ TeleSCOpe To take a step back, Gross’ thinking on the subject of

. . stock market valuation is based on two recent publications

Stocks stink"- Bill Gross, September 220 (as he graciously acknowledges). One is a book by Dimson,
by Walter S. Frank, Chief Investment Officer Marsh and Stauntoithe Triumph of the Optimist§he book

Bill Gross, the by-now guru-like bond fund manageis @ monumental 101-year survey of investment returns. The

for Pimco Funds, startled the investment community a fe@¢her publication is an essay by Arnott and Bernstein in the

days ago when he wrote a piece called “Dow 5,000. March/April 2002 issue of the Financial Analysts Journal.
(The essay can be found at the Pimco Funds websiléle essay looks at the long-term outlook for stocks relative
www.pimcofunds.comn) to bonds. Arnott and Bernstein go back over 100 years of

The immediate reaction was to believe that Mr. Grod€turns and carefully disentangle the various forces that pro-
was predicting that the current bear market was going to takged stocks with their superior returns over bonds during
the Dow to 5,000, at which point the Dow would be “fairlyjthat period. They then see what that implies for the future.
valued”. Gross got to the number by calculating that at 5,000 For us, the operative word in all of this is long-term.
the Dow would yield close to 3.5%. That yield represenfrnott & Bernstein come up with the conclusion that given
“fair value” to Mr. Gross. But what Gross means by “faivhere stocks are now (particularly their dividend yield), we
value” (our words, not his) is different than you wouldcan’t expect stocks to outperform bonds in the future without
expect. (More on that later). a decline in the stock market.

At first glance it would seem that this is simply a bond  Here is where Gross steps in. What he is saying, (assum-
market guru’s skewed approach to the stock market. Wlﬁg Arnott & Bernstein’s analysis stands up) is that stocks
choose yield as a valuation yardstick? The market’s yield h@ve to go down in order to outperform bonds over the long-
longer plays an important part in any current discussion &fn. Nothing is implied by their work that stocks have to go
“fair value”. Bond yields (usually Treasuries), price-earningdown today. Nothing in their analysis refers to the fact that
ratios, earnings estimates, inflation rates are the stuff fro@rnings today are at recession-type lows. Nothing in their
which the rest of us calculate “fair value”. conclusion refers to today’s extraordinarily low Treasury

But if you simply dismissed Gross’ thoughts on thigates or the outlook for inflation. Nothing says that today’s
basis (“what makes a 3.5% yield so special?”) you would [s&ort-run valuation models are useless.
missing the essence of his elaborate argument. And if you It may well be that over the next 50-100 years stocks will
think he was forecasting the Dow over the next six month3ot outperform bonds. Or that there will be extended periods
you would also be missing the point. when stocks stagnate, while bonds continue providing their

In effect, Gross is not making any prediction at all abotieturns. This year bonds are trouncing stocks.
the stock market over the near- or intermediate-term. (He But none of this tells us anything about the outlook for
doesn’t make that clear.) stocks over the next year, or over the next phase of the busi-
ness cycle. If the economy finally starts picking up speed
(and it will), can anyone doubt that stocks will outperform

Market Tr(_ands bonds during the upswing of the profit recovery? And this
ity FonNar_d holds from current levels, not from Dow 5,000.
12-Mo Trend 6-Mo Estimate . :
Economy Higher Higher For anyone who moves his allocation around as the out-
Interest Rates Lower Flat look for the various asset classes change, Bill Gross’ argu-
Dollar Lower Flat/Lower ment is irrelevant. It may well be that over the decades ahead,
:Sflation f'at HF'Iar: bonds will be the asset class of choice most of the fifne.
ow ower igher ; ; ;
NASDAQ Lower ol Qross ma_y be rightdis telescope may aIIo_w_ him to _see far
Europe Lo Higher into the distant future. But for most of us it is what is at our
Japan (Nikkei) Lower Higher feet that counts.
Hong Kong (Hang Seng) Lower Higher
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2 ANALYSIS

High-Yield Stirring

The high-yield (“junk”) bond ma&et has come to Efin
recent veeks after aety rocky peiiod in the sping and edy
summer The funds stded of the year ppmisingly, and it
appeaed tha this year our pafolios would be &le to reg
the high etums tha the funds \ere ofering. But then came
the accounting scandalShe scandals &re bad enough in
themseles br stoks and cqoorate bonds. Butin the eent,
it turned out theemore than one of the companievaived
were heay issues of high-yield bondsWorld Com, for
example Shooting irst and asking questions aftem,
investos fled the high-yield mé&et and the funds all wed
into the ed (“total etum”) despite their high didends.

In fact,“the pefod from May through dily of this year
is nov the worst thee-month peod on ecod for the
high-yield dét maket; writes BenWarwick, a contibu-
tor to Real Mong.com. “The Merill Lynch High Yield
Bond Inde was of by more than 12% wer thd span, he
continued

For about a monththough,the tide has tured enough
so tha one of our pdfolio high-yield fundsBuffalo High-
Yield, moved into the ack. We hare been wndeing what
is hgopening To find out,we spole to &ff Rippey, co-pot-
folio manaer of the Columbia High-¥éld Fund

Back into the water

The frst thing Rippg emphasied is thathe selling had
been eerdone The selling hit the engr high-yield maket,
but it was especiafl fierce for the telecomm sector oryan

Along these linesRippey pointed out thiaas Treasuy
yields hae diopped shanly, high-yield yields hae not.The
result is the dferential in yields is na about 920 basis
points (9.20%)This is hug. “T he diference is na higher
than last Setembeyrand is ¢ose to an all-time highaccod-
ing to Ripps.

No sure thing

We dont have to emind ay of our reades who hae
followed our patfolio advice thd there is isk in high-yield
bondsWe lived though the spng selling huricane with the
bonds in our pdfolios.

As a @od cautious pdfolio manaer, Rippey men
tioned tha the lecent shdrtem indicéors for his maket
have been migd The debult rates br high-yield bonds hee
not come darn as epidly as he gpected Since ve spole the
latest monthy default rate has come aden some Another
indicaor he watches,the pecentae of issues & distressed
levels,has @ne davn.

In the endthe lkey factor br the high-yield maet is
whether the econoyndips into anothereccessionWe think
the odls of tha are extremel low. In fact we see cqrorate
cash fow growing, as the econoynrecorers, which will be
positive for the high-yield maet.

We went into the high-yield bond maat over eighteen
months go as an alteraive reseve to mong funds.We
would have done better in mogdunds. But ve believe the
stoly will be different aver the ngt eighteen monthss

thing even emotey relaed to tha sector Now, says Rippe, ATTENTION SUBSCRIBERS

“Telecomm is acting a little betterTha helps since
telecomm emains an impadant, if highly speculéve, com
ponent of the high-yield bond niaat.

The second thing he mentioned istthmney is flowing

badk into the maket, and this means into the high-yield

funds. High-yield bond funds arimpotant plgers in the
high-yield maket. When mong flows into the fundsthe
high-yield maket perbrms, when mong doesnt flow, tha
maiket has toude.

When askd dout his evn fund Rippey replied tha
“the flows hare been big wer the pastdur weeks. In fact,
he intimded tha it has beenltallengng to put all the mone
to work. He also aded tha flows hare been steadinto his
fund all year

Why have the fows been gowing? The ansver gppeas
ohvious. It is all patrof the gea hunt for yields thais nav
going on,and the highest yields moare coming fom the
high-yield maket. It is cetainly not unelaed tha as
Treasuy yields hae come dan into the 4% (and belg
rangg, bond guus, such as Bill Goss,mention higherisk
bonds,sud as emaging maket and high-yieldas worth
consideing.
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MONEYLINE MODEL PORTFOLIOS 3

Gloom, Gloom, Gloom

The last tvo weeks hee been hutal ones dr the stok
mairket. Wall Street points to the economicwg, profit estr
maes and laq as the causes. @anly Wall Street can con
jure up ay number of easons Wy stodks should bediling.

The concars ae real and v ae not aempting to min
imize themWe ae paticularly disturbed g the pofit esti
maes. Thomson f¥st Call has eported anajsts hae been
cutting their eamings estimges br this quater for some
months,and the esult is,asTheWall Street dumal reported,
the estim#es went from a 20.7% inease iMApril to 8.5%
now. And estimées Pr the net quater ae also being cut.

This is not @od nevs,to sg the leastand stoks ae being
punished dr it. These disppointing pofit estimades ae, obvi-
ously, a reflection of the disgpointingly slugyish econom.
Notice we said slugish, not dedining, not doulte-dipping
Wall Street has a &y of reading the econoyrfrom the per
formance of the méet. For Wall Street,then,nothing god
is coming out of the econgm

Cettainly, wha little we knav about this montfs actvity
has tilted tward even moe slugishnessWeekly unemply-
ment ¢aims hae mosed up. Rpoits and sureys tell us tha
store sales @& OK., but only O.K. It's not a pictue of the
expanding economnwe &pected wuld be in place yonow.

Wheat is hgpening though,is tha Wall Streets gloom
has cwered eerything. There was the Philadelphiadé sur
vey shawing tha after a dip imAugust its lisiness indehad
turned positve again.We see thiseport as sor of the canar
in the coal minelt was the Phiif suwvey tha first told us the
econony had hit a speeduinp in dily. The nev Philly sur
vey did not malk a dent on the migat.

GM reports tha while auto sales will be den from last
month,they remain stong The worries @out the consumer
appear @erdone None of this means th&he econom is
about to tak-off. It does mean thecovely is contiruing and
tha profits are incieasing

Meanwhile the maket has come den shaply this
month. It has come @ enoughtha even with the lavered
profit estimades,the S&P is sellingtal5.5 times the estina
of profits over the ngt twelve months. Looking tatoday’s
yield for the 10-yarTreasuy, the sto& maket is well under
valued In time the sto& maiket will respond

Portfolio changes
The Hotline ofTuesdg, September 3recommended the
sale ofVanguad Small Ca Value Inde in all threeVanguad

CONSERVATIVE
Money Funds 25% Domestic Stock 50%

T

Int'l Stock 10%

High-

Yield
Bond
15%

M ODERATE
Money Funds 20% Domestic Stock 55%

High-

Yield
Bond
15%

Int'l Stock 10%

VENTURESOME
Money Funds 30%

Domestic Stock 70%

SELECT

Coming Next Issue

family portfolios, to be eplaced ly Vanguad Corvettible CHECK OUT MONEYLETTER Plus!

Secuities. Hee ake the details as ffednesdg September 4.

Vanguad Ventuesome Sell 2,054 shas ofVanguad
Small Ca Value Inde @ $8.88 per sharBuy 1,801 shas
of Vanguad Corvertible Secuities @ $10.13 per shar
Vanguad Modegte: Sell 1,874 shas of Vanguad Small
Cap Value Inde. Buy 1,643 shas ofVanguad Corvertible
Secuities. Vanguad Consevative: Sell 1,260 shas of
Vanguad Small Ca Value Inde&. Buy 1,105 shas of
Vanguad Corvertible Secuities.

MONEYLETTER

(800) 890-9670

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
920 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 - - HSGFX Hussman Strategic Growth MCGro (H ‘H ‘H -1.0% 82% 21.3% $13.82 - - fsw
2 1 23 YACKX Yacktman Fund MC B B B -5.9 -2.3 20.0 1140 182 055 FSW
3 14 47 AVALX Aegis Value Fund SCval B B B -2.8 -6.6 10.2 12.63 18.2 0.31 fw
4 12 25 ARGFX Ariel Fund SCval B B B -2.4 -9.8 15.0 35.98 189 0.40 FSW
5 4 26 EEQFX Eclipse Small Cap Value SCval B B B -7.1 -9.0 17.0 11.73 186  0.75 FSW
6 5 32 RSPFX RS Partners 5@ * B B -3.3 -113 10.4 16.71 - 0.59 FSW
7 3 61 VUSVX Vontobel U.S. Value (2%r<90d) LCVal B B B -7.7 -9.2 10.5 18.92 22.0 0.44 FsW
8 69 1 CGMFX CGM Focus SCval * H H 34  -19.2 28.9 19.28 551  0.02 fsw
9 9 70 PRWCX T.Rowe Price Cap Appreciation LCval B B B -35 -9.4 3.8 1418 10.7 0.24 fsw
10 11 24 RYTRX Royce Total Return (1%r<180d) SCVal B B B 44 -12.3 11.7 8.08 13.6 0.41 FSW
11 10 29 NBGNX Neuberger Berman Genesis (¢ losed) SC B B B 49 -128 11.8 1893 196  0.62 fSW
12 39 14 BSCFX Baron Small Cap SCGro B) B B) -3.8 -154 143 1378 280 1.07 FSW
13 113 189 VCVSX Vanguard Convertible Securites Convrt B B B -0.2  -10.1 -5.6 10.15 204 0.69 fsw
14 18 34 BGRFX Baron Growth SCGro B B B 5.0 -14.2 11.3 27.06 254  1.06 FSW
15 29 110 FCNTX Fidelity Contrafund (3%) LCGro B B B 41 -11.9 19 38.69 20.1 0.84 fsw
16 19 15 PRSVX T.Rowe Price S-C Value (closed,1%r<1yr) SCVal B B B -6.4 -155 11.0 20.84 16.4 0.44 fsw
17 23 33 RYPRX Royce Premier (1%r<180d) SC B B B 45 -154 7.3 9.36 187 0.62 fs
18 6 21 FLPSX Fidelity L P Stoc k (closed,3%&1.5%r<90) SCVal B B B -8.0 -145 10.0 2437 16.6 0.57 fsw
19 13 6 BERWX Berwyn Fund (1%r<180d) SCVal B B B 5.7 -164 10.0 18.23 18.7 0.41 fsw
20 15 77 TWEIX American Century Equity Income MCVal (B) B) B) -54 -135 1.7 6.32 151 0.44 FSW
21 42 18 NBFSX Neuberger Berman Fasciano Inv  SCGro g/ 8 ® -38 -178 9.2 3033 157 0.67 FSW
22 67 95 MFOCX Marsico Focus LCGro H H -4.7  -16.3 4.4 11.87 31.5 1.12 FSW
23 74 108 MUTHX Mutual Shares (1%) CIZ MCval H H H 44 -13.9 -2.8 16.83 166 0.62 sw
24 96 17 PENNX Royce Penn Mutual+ (1%r<180d) SCVal H H H -3.7  -185 55 6.46 16.7 0.51 fsw
25 85 104 BEGRX Mutual Beacon (1%) CIZz MCval H H H -45  -14.6 -3.5 11.34 159 0.58 sw
26 24 40 LLPFX Longleaf Partners MCval H H H 7.2 -17.6 7.1 2157 201 058 fsw
27 53 51 FDSCX Fidelity Small Cap Ind.(1.5%r<90d) SC * H H -39 -183 3.8 13.84 228 0.83 fsw
28 111 107 MGRIX Marsico Growth & Income Gé&l H H H -4.8  -17.2 24 12.08 29.7 1.08 FSW
29 2 59 CFIMX Clipper Fund LCvai B B B -108 -139 1.9 76.00 157 0.30 sw
30 22 31 CAAPX Ariel Appreciation MCval B B B -6.7 -18.8 8.2 32.69 18.0 0.50 FSW
31 21 83 FFTYX Fidelity Fifty+ (.75%r<30d) LC B B B -6.7 -144 -4.5 15.00 28.2 0.87 Fsw
32 137 79 FCVSX Fidelity Convertible Securities Convit H H H 22  -17.8 -2.8 1574 274  0.89 Fsw
33 20 19 TRMCX T.Rowe Price Mid Cap Value MCval B B B -6.8 -194 7.9 1443 159 0.60 fsw
34 101 16 HRTVX Heartland Value (1%r<90d) SCVal H H H 5.0 -19.2 3.6 31.09 225 0.63 FswW
35 86 93 MQIFX Mutual Qualified (1%) CIZ MCval H H H 53  -15.9 -4.3 1405 169 0.61 sw
36 25 58 PRNEX T.Rowe Price New Era LC B B B 5.4  -184 1.4 19.85 26.7 0.72 fsw
37 26 74 DODGX Dodge & Cox Stock LCval H H H -5.8 -18.0 0.9 85.61 19.8 0.64 sw
38 33 73 DNLDX Dreyfus New Leaders MCGro H H H 7.2  -175 13 3371 252 092 FSW
39 38 68 STDIX Strong Discovery+ MCGro H H H -6.5 -189 3.4 13.83 251 0.83 FSW
40 40 2 BPSCX Boston Ptnrs Smicap Val (closed,1%<1yr)SCVal H H H 5.7 -20.0 4.6 14.81 - 0.52 FSW
41 27 75 HOVLX Homestead Value MCval H H H -6.3 -18.0 0.3 2169 181 0.59
42 32 12 CRIMX CRM Mid Cap Value Ins MCval H H H -6.0 -21.7 7.8 15.23 - -
43 34 231 CRMMX CRM Mid Cap Value Inv MCval H H H -6.0 -21.8 7.6 15.15 - - FSW
44 45 111 SAOPX Salomon Brothers Opportunity LCval H H H 74 -175 -1.2 38.97 165 058 sw
45 73 54 BARAX Baron Asset MCGro H H H 7.7 214 8.3 36.54 28.1 1.22 FSW
46 97 185 SRFBX Liberty-SteinRoe Balanced Gé&l H H H -58 -16.1 -8.8 2042 123 0.61 FSW
47 - - VSEQX Vanguard Strategic Equity MCGro H H H -8.1  -19.0 1.1 12.79 17.2 0.82 fsw
48 52 35 BEMVX Berger Mid Cap Value MCval H H H -7.3  -20.9 4.6 14.08 23.3 0.80 FSW
49 134 218 TWCVX American Century Vista MCGro * H H -5.0 -16.9 -9.5 9.24 523 1.17 FSW
50 30 85 BVALX Babson Value LCval H H H -82 -18.6 -1.0 36.62 20.6 0.70 FSW
51 17 46 LLSCX Longleaf Partners Smallcap (closed) SCval H H H -101 -17.9 -0.1 19.78 17.0 0.45 fsw
52 37 72 TWVLX American Century Value MCval H H H 7.3 -194 -0.5 582 204 0.59 FSW
53 193 135 ACBGX Bonnel Growth Fund (.25%r<30d) MCGro H H H 2.7 -20.6 -4.8 11.28 439 110 fsw
54 93 67 KAUFX Federated Kaufmann Fund+ (0.2%) MCGro H H H 54  -194 -3.6 348 335 0.86 FSW
55 43 39 LSSCX Loomis Sayles Small Cap Value SC H H H -7.8  -20.6 24 17.47 194 0.69 swW
56 28 - SMCDX Strong Mid Cap Disciplined MCVal H H H 712 222 5.3 1443 234 092 FSW
57 7 27 LMASX Legg Mason Special Investment Trust MC HH H 97 -220 8.5 2660 306 118 w
58 64 30 MERDX Meridian Fund SCGro H H H 9.1 -204 2.9 2320 214 0.77 fsw
59 63 48 WPSRX Westport Small Cap R SCval H H H 48  -211 2.4 15.72 - - FSW
60 109 13 CRMSX CRM Small Cap Value Inv SCval S S S 5.6 -22.7 2.0 17.15 - - FSwW
61 55 43 BOGLX Bogle Small Cap Growth (closed) SCGro H H H -8.6 -21.1 24 16.58 - -
62 87 91 SRFCX Liberty-SteinRoe Capital Opp MCGro S S S -6.0 -22.8 2.5 17.08 35.2 1.26 FSW
63 31 41 FDVLX Fidelity Value MCval H H H -85 -20.8 1.0 4410 228 0.64 Fsw
64 157 7 RYLPX Royce Low Priced Stock (1%r<180d) SCVal S S S 46  -25.0 5.1 9.29 248 0.69 FSW
65 83 38 OTCFX T Rowe Price Small Cap Stock Fund+ SC H H H 7.3 -21.9 0.9 2045 220 0.73 fsw
66 130 - WBSNX WmBIlair S-C Growth N (1%r<60d) SCGro S S S -6.5 -23.6 &3 12.57 - 0.95 FSW
67 60 116 NICSX Nicholas Fund LC & 8§ 9 -7.3  -20.2 -4.7 42.98 18.4 0.90 w
68 102 88 GABAX Gabelli Asset MC S S S -55 -21.0 -5.7 2698 172 0.76 FSW
Bold fundsare curently held inMoNeEyLETTERMOdel potfolios. Beta fund's corelaion to the maket (S&P 500 = 1.0A 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 transaction de (F/f) br
Std Dev.: monthly standad deviation based on toryear etums. Fidelity, (S/s) br Sdhwab and (W/w) br TD Waterhouse
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FUND SCORECARD & RECOMMENDATIONS 5

Domestic Stoc k Funds (cont.) S &
RANK § § ggf? TOTAL RETURN PRICE RISK
- lstg |
920 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
69 123 55 FMILX Fidelity New Millennium (3%) (closed) MCGro S S S -7.4  -22.9 1.9 20.98 59.0 1.67 fsw
70 92 64 MPSCX MSI Small Cap Value (closed) SCval S S S -6.4 -21.3 -3.6 1423 255 0.77 fsw
71 41 49 VIMSX Vanguard Mid-Cap Inde x+ MC H H H -83 -223 1.5 9.64 26.2 1.02 fsw
72 48 100 NCTWX Nicholas Il MCval S S S -7.6  -20.9 -4.0 15.48 213 1.00 w
73 44 50 PESPX Dreyfus Mid Cap Index MCGro S S S -83 -225 1.0 1723 25.8 1.02 FSW
74 80 9 VISVX Vanguard Small-Cap Value Index SCval S S S -83 -238 4.1 8.32 - 0.70 fsw
75 71 143 FDEQX Fidelity Disciplined Equity LC SEESERS -7.3 -20.3 -6.5 17.82 19.7 0.94 Fsw
76 89 62 VEXMX Vanguard Extended Market Index MC S S S -6.8 -224 -2.0 18.13 314 1.17 fsw
77 16 76 OAKMX Oakmark Fund MCVal H) H H 9.7 -20.2 -3.8 29.46 20.6 0.59 FSW
78 84 5 1ZZYX ICM/Isabelle Small Cap Value SCVal é ?\ é 9.0 -232 2.7 9.97 265 0.67 FSW
79 79 - TASCX Third Avenue Small-Cap Value SCval (8) () () 91 -202 -4.8 12.86 175 0.58 FSW
80 47 114 TWEBX Tweedy, Browne American Value MCVal S S S -8.7 -20.1 -6.5 19.27 152 0.51 fsw
81 8 87 OAKLX Oakmark Select (closed) (2%r<90d)MCVal ﬂ) @ @ -11.4  -18.8 -5.9 2277 26.2 0.83 FSW
82 59 137 SLASX Selected American Shares LCval S S S -9.0 -20.6 -6.4 2444 205 0.92 sW
83 98 140 TWHIX American Century Heritage MCGro S S S -6.7 -21.6 -8.0 8.84 321 0.98 FSW
84 132 172 CLSPX Columbia Special+ MCGro * S S -6.2 -21.8 -8.5 1492 371 0.97 FSW
85 62 22 BPMCX Boston Partners Mid Cap Value MCval S S S -8.1 -245 0.4 8.93 183 0.76 FSW
86 151 224 JAVLX Janus Twenty (closed) LCGro S S S -5.6  -20.9 -12.5 29.08 38.1 143 FSW
87 50 102 PRFDX T. Rowe Price Equity-Income LCVal S S S -8.1 217 -6.8 19.24 16.7 0.53 fsw
88 - - VUVLX Vanguard U.S. Value LCVal S S S -84 224 -5.1 9.33 - - fsw
89 70 179 FGRIX Fidelity Growth & Income (3%) G&l S S S -80 -20.8 -10.1 29.77 16.7 0.80 fsw
90 90 152 TWCUX American Century Ultra+ LCGro S S S -84 -230 -6.9 21.20 287 1.28 FSW
91 195 186 USAUX USAA Aggressive Growth MCGro * S S 4.4 -24.2 -10.7 20.46 57.2 168 w
92 145 - TAVEX Third Avenue Value MCval S S S -79 -235 -8.0 29.29 16.0 0.61 FSW
93 148 45 NAESX Vanguard SmallCap Index+ SC & 8 8§ -7.6  -25.5 -35 15.13 26.7 0.87 fsw
94 82 122 FEQTX Fidelity Equity-Income Il G&l S & 8 -89 -231 -8.1 16.30 17.2 0.74 Fsw
95 197 228 SGRTX Strong Growth 20+ LCGro * S S -6.3 -216 -15. 1052 476 1.23 FSW
96 36 125 VWNFX Vanguard Windsor Il LCval H H H 9.0 221 -10.8 20.56 185 0.65 fsw
97 35 180 PFVLX Preferred Value LCval S S S -101 -21.9 -9.9 1465 195 079 w
98 88 37 WAAEX Wasatch Small Cap Grth+(closed,2%r<60d) SCGro S S S 9.1 -253 -2.9 24.04 37.8 1.15 FSW
101 51 117 VEIPX Vanguard Equity-Income LCval H H H -8.7 -22.6 -10.8 18.08 16.0 0.55 fsw
217 209 148 VHCOX Vanguard Cap Opp ($25,000&1%r<5yr) MCGro H H H 99 -33.0 -17.6 1552 38.1 1.06 fsw
Dow Jones -10.0% -24.0% -4.7% indexes do not
NASDAQ -11.3  -334  -17.0 include dvidends
S&P 500 98 -266 -14.1
International Stoc k Funds
1 1 - MACSX Matthews Asia Growth&Income (2%r<90d) Pacific B B B -0.8% 0.7% 29.3% $10.60 14.4 - FSW
2 1 7 PRASX T.Rowe Price New Asia Pacific * B B -75  -15.0 24.5 580 33.6 - fsw
3 19 - DRFMX Dreyfus Emerging Market (1%r) intl * B ® 53  -151 18.1 10.78 21.8 - FSW
4 2 58 MJFOX Matthews Japan Fund (2%r<90d) Japan * H H -4.4 5.1 -9.3 9.18 - - FSW
5 4 47 VNEPX Vontobel International Equity (2%r<90d) Int’l B B B -6.3 -8.1 0.5 11.70 211 - Fsw
6 5 22 BJBIX Julius Baer Intl. Equity A Int'l B B B 44 -115 3.7 19.32 2838 - FS
7 14 8 SCOPX Scudder Pacific Opportunity (2%r<1yr) Pacific * B B -8.3 -16.2 20.4 8.15 335 - FSW
8 9 1 FSEAX Fidelity SE Asia (3%&1.5%r<90d) Pacific * B B -85 -184 25.9 10.31 385 - fsw
9 20 6 MAPTX Matthews Pacific Tiger (2%r<90d) Pacific B) (B) @ 81 -17.2 21.0 8.00 471 - FSW
10 16 54 VPACX Vanguard Pacific Stock Index Pacific * H -4.2 9.2 -6.6 6.22 247 - fsw
11 12 57 FJPNX Fidelity Japan (3%&1.5%<90d) Japan * H H -4.0 -8.7 -8.5 8.62 348 - Fsw
12 15 23 FPBFX Fidelity Pacific Basin (3%&1.5%r<90d)  Pacific * H H 54 -12.8 3.3 13.12  30.0 - Fsw
13 39 26 ICHKX Investec China & Hong Kong Pacific * H H -7.4  -14.5 7.3 10.08 39.2 - FSW
14 6 12 OAKEX Oakmark Intl Small Cap (closed,2%r<90d) Int'l glg( (El\/ H -7.7  -16.8 12.1 10.62 25.6 - FSW
15 26 2 FEMKX Fidelity Emerging Mkts (3%&1.5%r<90d) Int'l B B @ -7.1 -19.0 15.1 7.05 329 - fsw
16 17 16 PFIFX Preferred International Int’l H H H -7.6  -14.7 3.6 1036 174 - w
17 45 3 MNEMX Montgomery Emerging Mkts (closed) Int'l * H H -55 -19.3 114 7.60 31.6 - FSW
18 44 5 VEIEX Vanguard Emerg. Mkts Stk Inde x (0.5%r) Int’l * H H -6.1  -19.8 124 7.38 323 - fsw
19 3 4 OAKGX Oakmark Global (2%r<90d) Global H H) H)  -7.7 -19.5 13.8 11.72 - - FSw
20 24 55 SJPNX Japan Fund (Scudder) (2%r<180d) Japan * H H 47 -105 -13.7 6.28 314 - FSW
21 21 59 PRJPX T. Rowe Price Japan Japan * H H -47  -11.0 -13.6 552 28.6 - S
22 18 25 FDIVX Fidelity Diversified Inter'l (1%r<30d) Int'l H H H -7.2  -154 -1.7 16.62 204 - Fsw
23 23 13 OAKIX Oakmark International (2%r<90d) Int'l H H H -6.0 -20.1 4.7 12.82 243 - FSW
24 13 21 USIFX USAA International Int'l H H H 74 -17.1 -1.7 1448 18.1 - fw
25 10 19 FIGRX Fidelity International G & 1 0 Int’l H H H -88 -17.2 0.3 16.33 22.0 - Fsw
26 7 15 HAINX Harbor International Int'l HHH -83 -184 1.8 2576 178 = Sw
27 8 - FIVEX  Fidelity Aggressive Intl. (1%r<30d) intl H H H -85 -21.8 8.5 1040 25.6 - Fsw
28 31 18 TBGVX Tweedy, Browne Global Value Global S S S -6.4 -184 -4.2 16.07 14.6 - fsw
29 54 50 PRIDX TR Price Intl Discovery (closed,2%r<1yr) Int'l S S S 5.1 -18.1 -9.9 1558 37.1 - fsw
30 36 - GIGRX Gabelli Intl. Growth intl H H H -6.8 -18.8 -6.2 11.46 21.0 - FSW
31 27 38 CMISX Columbia International Stock Int'l S § S 9.1 -18.2 -7.1 9.98 222 - fsw
32 35 44 TWGGX American Century Global Growth Global H H H -7.4  -19.0 -8.0 5.15 - - FSW
33 - - VTRIX Vanguard Intl. Value int'l S S S -100 -20.7 -2.8 18.45 159 - fsw
34 33 28 USAWX USAA World Growth Int'l S S S -6.8 -21.3 -6.2 11.69 20.0 - f
38 29 29 VWIGX Vanguard International Gr owth  Int'l H H H -102 -21.8 -6.3 11.84 17.6 - fsw
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6 FUND SCORECARD & RECOMMENDATIONS

Specialty Funds 2 &
RANK ;’ § 5,"? TOTAL RETURN PRICE RISK
920 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 - - BGEIX Amer. Cent. Global Gold (1%r<60d) Gold ook 20.6% 29.9% 64.6% $8.67 4530 0.69 fSW
2 - - USERX U.S.Global Gold Shares (.25%r<30d) Gold ook 204 254 74.0 489 3640 0.69 sw
8 - - USAGX USAA Precious Metals & Minerals ~ Gold ook x 16.3 23.7 62.4 1043 46.80 0.87 w
4 - - FSAGX Fidelity Sel Gold (3%&.75%r<30d) Gold ook x 18.2 22.4 61.2 2256 4920 0.89 fsw
5 - - SCGDX Scudder Gold Gold *oox o F 16.6 27.7 48.6 1056 36.70 0.74 FSW
6 - - FGLDX INVESCO Gold (3%) Gold ook ¥ 145 24.9 50.0 261 3920 0.72 FSW
7 - - VGPMX Vanguard Precious Metals (closed,1%r<1yr Gold ooxoox 10.7 6.2 33.7 10.77 4310 0.87 fsw
8 - - STMDX Stratton Mthly Div REIT (1.5%r<120d) RealEs * * * 0.7 0.9 26.7 2740 1450 0.21 fsw
9 - - CSRSX Cohen & Steers Realty Shares (1%r<180d) RealEs * * * 1.9 -0.8 14.8 45.05 16.20 0.25 FSW
10 - - VGSIX  Vanguard Special REIT Index (1%r<lyr) RealEs * * * 0.9 -1.4 15.3 1252 1440 0.17 fsw
11 - - FRESX Fidelity Real Est Investment (.75%r<90d) RealEs * * * 0.4 -0.8 14.1 1892 15.10 0.21 Fsw
12 - - CGMRX CGM Realty RealEs * * * -2.4 -5.1 19.8 1415 1580 0.26 fsw
13 - - RSCOX RS Contrarian Altern ox K -6.4 -3.5 5.2 9.75 2350 0.72 FSW
14 - - MERFX Merger Fund Altern ook ¥ 1.7 =17 -5.2 13.53 542 0.13 FSW
15 - - GATEX Gateway Fund Altern ook % 47 -124 -4.6 19.51 7.00 0.32 FSW
16 - - VGENX Vanguard Sp Energy (1%r<1yr) Energy * * % -6.8 -17.6 5.8 23.03 32.00 0.70 fsw
17 - - FSTEX INVESCO Energy Energy * * * -58 -185 0.7 1540 46.20 090 FSW
18 - - FHLSX INVESCO Strategic Health Science Health — * * * 22  -183 -13.4 39.29 3650 043 FSW
19 - - VGHCX Vanguard Sp Health Care ($25k&1%r<5yr) Health ~ * * * -6.9 -17.9 -8.7 98.46 19.10 0.47 fsw
20 - - FSPHX Fidelity Sel Health Care (3%8&.75%r<30d) Health —* * * -40 -17.8 -15.4 98.68 20.00 0.40 fsw
21 - - FIDSX  Fidelity Sel Fin'l Serv (3%&.75%r<30d) FinServ.  * * *  -10.9 -20.0 -2.0 84.12 2740 0.94 fsw
22 - - FSFSX INVESCO Financial Serv FinServ * * * .108 -21.7 -3.9 2201 2690 0.93 FSW
23 - - FSENX Fidelity Sel Energy (3%&.75%r<30d) Energy * * * -7.3  -22.6 -8.6 19.34 3340 0.78 fsw
24 - - RYHIX Rydex Health Care Health —* * * -6.1 -21.8 -16.9 891 1960 041 fsw
25 - - RYFIX Rydex Financial Services FinServ * * % -13.2 -23.6 -5.4 7.82 2880 1.05 fsw
26 - - RYEIX Rydex Energy Energy * * * -7.2  -26.1 -13.3 8.28 2750 0.64 fsw
27 - - FSTUX INVESCO Utilities Utility *oox¥ -7.5 -23.3 -28.8 8.08 17.60 0.57 FSW
28 - - VGSUX Vanguard Utilities Income Utility *ookow -10.2  -245 -23.1 894 1430 0.26 fsw
29 - - POSCX Potomac Small Cap Plus Levrgd * * % -10.1  -32.8 -9.8 7.55 - - FSW
30 - - FIUIX  Fidelity Utilities Utility *okox -7.0  -29.4 -36.2 8.70 20.40 0.83 Fsw
31 - - PSPLX Potomac U.S. Plus Levrgd * * * -149 -377 -22.1 6.53 29.00 146 FSW
32 - - RYNVX Rydex Nova Levrgd * * * -14.7  -38.6 -23.0 1581 29.60 1.49 fsw
Bond Funds S & & .
RANK L L3 TOTAL RETURN PRICE §,§ Q'Q g FS
- g @ § PER 2 Oy &5 5%
920  Ticker £33 2 | | s &8 25 8§ N
2002 Symbol FUND NAME (Max. Load) S S & 1mo. 6mo. 12mo. SHARE aQ X TS NS wif
Short Term
1 SCSTX  Scudder Short Term Bond ook 0.8% 3.8% 3.9% $10.69 0.76  3.25% 2.4 1.8 FSW
2 VFSTX  Vanguard Short Term Corporate * * * 1.2 34 3.1 10.76 0.73 430 27 2.2 fsw
8 FSHBX  Fidelity Short Term Bond ook % 0.7 25 1.9 8.90 0.83 406 27 1.9 Fsw
Intermediate Term
1 VFITX  Vanguard Fix-Inc Intm. Treas. * * * 25 135 11.3 11.94 140 342 80 5.6 fsw
2 FGOVX  Fidelity Government Income ook 15 8.4 6.7 10.61 1.50 3.64 9.2 5.1 Fsw
3 PTTDX  PIMCO Total Return CID *ooxoox 15 6.7 8.1 10.88 411 395 6.6 4.3 FSW
4 VBMFX  Vanguard Total Bond Market Index *  *  * 1.7 6.0 5.5 10.34 1.24 5.11 7.3 3.9 fsw
High Yield (“J unk”)
1 BUFHX  Buffalo High-Yield(2%<180days) B B * 0.9 -0.9 3.4 9.47 695 7.08 64 4.2 fsw
2 CMHYX  Columbia High Yield B B * 29 -1.9 2.3 8.33 - 7.07 58 4.0 FSW
3 PRHYX T. Rowe Price High Yield B B * 1.6 -3.4 4.2 6.21 172 929 69 4.3 fsw
4 VWEHX Vanguar d High Yield Corporate B B * 2.7 -3.8 2.7 5.77 1.52 939 6.6 4.4 fsw
5 NTHEX  Northeast In vestor s Trust * B ¥ 2.4 2.4 3.0 7.07 734 949 58 = fsw
6 SPHIX  Fidelity High Income B B * 83 -4.6 -0.6 7.40 128 979 54 - Fsw
7 FHYPX  INVESCO High Yield oxoox 2.8 41 -104 3.12 149 10.76 6.1 3.9 FSW
Zero Coupon
BTTRX  Benham 2025 *ooxox 6.1 29.0 24.4 38.69 - - - - FSW
Tax-Free Alternative
1 VWITX  Vanguard Muni Bond-Intermed * * * 1.8 6.8 5.9 13.86 1.37 iy 57 4.6 fsw
2 SRIMX  Liberty-SteinRoe Inter. Muni ook % 1.9 7.1 5.1 11.77 132 371 84 5.4 FSW
3 FLTMX  Fidelity Spartan Intermed Muni  * * * 15 5.8 4.6 10.37 150 310 82 5.3 Fsw
International
1 BEGBX  American Century Intl Bond ook % 11 15.6 10.8 11.50 2.57 3.07 - - FSW
2 RPIBX  T. Rowe Price Intl Bond ook % 0.0 13.1 5.3 8.71 229 285 85 6.1 fsw
3 PYGFX Payden Global Fixed Income  * * * 15 6.5 6.8 10.27 334 295 76 5.7 fsw
Strategic Income
1 JAFIX Janus Flexible Income *oxoox 1.7 6.2 4.6 9.59 142 446 85 5.7 FSW
2 RPSIX  T. Rowe Price Spectrum Income * * * -0.3 -0.2 15 10.50 1.16 5.09 - - fsw
3 FNMIX  Fidelity New Markets Income  * * * -0.2 -9.1 -2.0 10.44 7.15  8.30 - - Fsw

‘Modified Duration—Average time individual bonds within a fund are actually held.
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MAILBO X TOP-YIELDING MONEY FUNDS 7

100% U.S. TREASURY FUNDS

Vanguard Index Fund Lags _ 7-Day  30-Day L-Year
) Gabelli US Treasuy MMF 1.46% 1.46% 1.91%
As a subsdber to your MONEYLETTER, | am frus- Vanguad Treasuy MMF 1.44 1.45 1.98
trated Let me aplain. On August 23d you said Fidelity Spatan USTreas MMF 138 140  1.89

CMA Treasuy Fund 1.31 1.31 1.62

For now small ca value is gparently still the peferred Amer Centuy Capital Peesv Fund/i - e o

way to g’ Then you put a“sell” recommendaon on = 1 Roye pice USTreasuy MF 125 126  1.80
Vanguard Small Ca Value Index (VISVX) on Se@tember = Dreyfus 100% USTreas MMF 1.17 1.20 1.70
13th. In my case | purchasedVISVX on April 22, 2002 4 Prudential Got SecTr/US Treas/CIA 1.17 Ag 1.63
$11.46 per shar and sold on Setember 18th 5$8.55,a ggxg’s;;rg:x%ggg;und 1'32 11(2) i‘gi
loss of 24.5%"(actualy -25.4% —ed). ' ; '
— B.P. New H MN GENERAL PURPOSE TAXABLE FUNDS
» NeW Hope 7-Day 30-Day 1-Year
. . PayPal Mongy Market Fund 1.81% 1.83% -
AS a band n&v subsdber toMONEYLETTERN AUgUSt of Touchstone Mong Market Fund 1.74 1.75 2.17%
this year we ae not sue what may have contibuted to ~ Scudier Pemium Mong Mkt Shis/CI S 1.58  1.57 1.90
your puchase oVanguad Small CaValue Inde shaes inApril ScudlerYieldWise Mong Fund 158 157 1.94
of this year We do,however, recanize the dificulty in providing ~~ T'AA“CREF Mongy Market Fund LSO
fund dions ropriate for both ne and lona-time Aon Funds/Mong Market Fund 1.57 1.56 1.85
una recommen oprop g9 Flex-fund Mone Market Fund 157 157 2.0

reades.As you can see in past issutg fund vas frst held in Scudier Pemium Mong Mkt Shis/AARP 1.57 157 1.90
MONEYLETTERS investment models tiag badk to Mach 2001. = McMorgan Pincipal Pesevation Fund  1.55  1.54  2.00
While the maket over the past couple of months has sofd of Transameca Pemier Cash ResAn 155 156 204

shaply, the loss rpeienced in tha position duing the TAX-FREE GENERAL PURPOSE FUNDS
3/01-9/02 peod was 4.25%. 7-Day 30-Day 1-Year
In the issue gu quote fom (August 232002) an gamina  StengTax-fee Mong Fund LAY LSRN LSS
. . Vanguad Tax-Exempt MMF 1.40 1.8 1.57
tion of the fundankings shﬂ_rs tha half qf theTop_ 10 funds \ere Strong Municipal MMF 128 122 156
“small cg value” funds,which is consistent with our obser ScudlerYieldWise Muni MF 1.23 1.18 151
tion. One ley difference thoughis thd those top pedimers ae USAA Tax BExempt MMF 122 116 140
actively manaed funds. In the case of thienguad fund which ggf’ugggg';mﬂhm“‘;g?;?o ﬁg ig igg
_does nc_)t benﬂeffro_m sto& s_electlon as a magement toc_)lihe T Rowe Pice Summit Muni MME 115 1.08 e
index faired pooly in compaison. It was subsequemtbold inthe Figelity Municipal MMF 114 110  1.38
MoneyLeTTERHOtliNe on Sptember 3. Since dly 1998,index Scudier Tax-Exempt Mong Fund 1.13 1.07 1.33
driven irvestment sttegies hae, for the mpst pardramaically TAX-FREE STATE-SPECIEIC FUNDS
underperformed funds or sttegies cusing on pnciples of 7-Day 30-Day 1-Year
stok selectionTha's a decided eakness if one cangs irvest Vanguad OH Tax-Exempt MMF 1.38% 1.32% 1.58%
ments to thNanguad fam"y On'y_ $ Vanguad FA Tax-Exempt MMF 1.28 1.21 1.50
Vanguad NY Tax-Exempt MMF 1.26 1.20 1.46
Vanguad NJTax-Exempt MMF 1.22 1.17 1.47
MANAGED ACCOUNTS Vanguad CA Tax-Exempt MMF 120 117  1.46
Principal Resource Inc. (PRI) is the provider of the USAA Tax Exempt CA MMF 1.19 1.16 1.37
“MoneyLETTER Managed Account Program.”l If you Fidelity FL Municipal MMF 1.08 1.05 131
lack the time, discipline or patience to successfully Fidelity OH Municipal MMF 108 103 133
manage your mutual fund investments, PRI can execute R [ W [ A1 108 102 131
Fidelity NY Municipal MMF 1.06 098 120

the strategies you see in MoNEYLETTER for you.

Contact PRI and ask about a free, no-obligation
Portfolio Review. Minimum Investment is $100,000.

Taxable equivalent yield = yield / (1—total efective tax bracket).
Funds ae ranked ty 7-dey yields; 7-dg and 30-dw yields ae com
pound yields as of 9/17/0Zhird column efers to 1-year total etum.

= ToLL-FReE: (800) 707-2060 Criteria for indusion indude:top-yielding unesticted retail funds ony,
* FAX: (508) 429-0940 with minimum initial investment <$25,000 and assets >$100 million.
* E-MAIL: info@priadvisors.com

* WRITE: Principal Resource Inc. COMING NEXT ISSUE

360 Woodland St.
Holliston, MA 01746

1As 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'S Nev “Select” Portfolio
Seeking maxinum long-term growth

MONEYLETTER (800) 890-9670 September 27, 2002



8 FUND PROFILE

Hussman Stiategic Growth:
Hedging to Avoid Volatility

John Hussman s#sses thahe Hussman Stiegic Growth
Fund is not a bear fund hedg fund a maket neutal fund a
value fund or even a small-ga fund Raher; it is a diersified
U.S. equity fund seeking long-ter caital gpprecidion, which
places an atbd emphasis on gital presevation in unévorable
maiket conditions.

Looking & its one-ar etum through dine 30a peiod tha
cettainly contained urgf/orable maket conditionsthe fund did
remakably well. In fact,the funds total etum of 22.24% 6ér
tha one-year peiod trounced the Russell 2000 Inglevhich
dedined 8.59% and the S&P 50@hich lost 17.99% in the
same time fime Moreover, the funds success in a@ving cg-
ital presevation in unfvorable maket conditions is \@dent
when looking & peak to tough losses dirg tha
12-month peod. The worst sut loss r Hussman Sitegic
Growth was 2.79%That contiasts matedly with worst peak to
trough detines for the two indexes @ove of moe than 20%.

How did Hussmanwho is the manger of the fund and
also daiman and pesident of Hussman Econoniesr
Advisors, adiieve these esults? In the fund’ potfolio he
held a fuly invested position in mer than 100 dvored
stoks, while ovning an ofsetting shar sale of equal se
using the Russell 2000 and S&P 100 ek That hedged
position was the pmary souce of etums duing the peiod.
However, Hussman points out thhad the stdcholdings not
been hedegd the funds sto&s alone wuld have eaned a
positive retum of just under 5%.

Disciplined stategy

In adlition to heding maket risk by selling shar major
market indexes in an amount up to thalue of its stok hold-
ings, the manger also mg leverage the amount of stécit

Top Five Sector and Holdings (% ofAssets)

Textiles & Appael 9.7 Zale Cop. 2.1
Specialty Retail 9.1 Borders Goup 2.1
Leisure Equip. & Pods. 5.7 Liz Claibome 2.0
Hotels,Restauants,Leisue 5.4 Callovay Golf 2.0
Household Duables 4.8 Diebold, Inc. 1.8

as of dine 30,2002

forecast futue maket direction. Eab unique combirtaon of
favorable and undvorable trend unibrmity and \alugion con
ditions caries its avn average histoical expected isk and
retun paametes—and its wn implicaions for wha combi
naion of hedgng and/or lgerage will be used

Sto picking is similaty disciplined A comparny’s funda
mentals (everues, eanings, cash fows, dividends, balance
sheet quality) @& coupled with an anadis of pice trends and
trading olume The gal is to pi& stodks thad exhibit & least
one of the dllowing: favorable valudion; positve suprises in
eanings and gowth rates; anddvorable price stength and ad
ing volume Hussman does not uséstop-loss’system of sell
ing stods, but rather seeks to sell Wer ranked holdings on
shot-tem steength,and luy highefranked sto&s on shartemrm
price weakness. Cuently, Hussman dvors reasonbly priced
steadiy growing stods, especialy consumer disetionay and
steples,and health cay to which he has atdkd ecenty.

Negative trends pesist nav

As this is witten, Hussman lkaracteizes the“market
climate” as shwing unfavorable valuaions with tend uni
formity favorable by a“tenuous”mamgin. The fact tha stoks
did not enjg a sustainedally following nevs tha Iraq
would allov unconditional inspectionglong with a woon
in financial stoks, implied tha the maket anticipges tou-
bles in the near futer Thus,the fund has the maijity of its

contols to as mch as one and a half times assets—typicallportfolio hedged ajainst maket fluctugions. Hussman does

by purchasing call options on inddual sto&s. The ldter
strategy is used wen maket conditions a belived to be
favorable. How does Hussman decidehish stiategy to
employ and to vha extent? Hussman and his teanvelep
their viewv of “market dimate” in two dimensionsvalugion
and tend unibrmity. If valudion is favorable, then stok
prices gpear easonhle in light of expected eanings, divi-
dends,reverues and casHdws. For trend unibrmity to be
favorable, price trends nust be gnenlly advancing aanss a
wide range of secuties, industy groups,and caitalizaion
sectos. It's impotant to note thaHussman is ying to iden
tify wha the tends ag & the pesenthe is not #empting to

remind irvestos, however, tha while they are investing
accoding to the‘market dimate” they have identifed, shot-
tem price actions can déte from the pevailing trend
which may tempoarily work contary to the funds invest
ment stanceStill, with the bigyest pullbak in price since the
fund’s duly 2000 incetion & only 6%, is seems tha
Hussmars stetegies ae working. There is a edemption ée
of 1.5% br shaes held less than six montiss.

Hussman Sategic Growth (HSGFX)
Hussman Fund$2.0. Bax 46707
Cincinnai, OH 45246; (800) 487-7626
Minimum inestment$1,000; $500 IRA
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