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Random MUSingS for Year_End ing showing of corporate profits. Activity was good earlier in

the year, productivity was robust, but profits just didn't come
by Walter S. Frank, Chief Investment Officer through. Why they didn't is still a mystery, as far as we can see.

As the year ends and we look back, we become more cdie hedge funds didn’t worry about the why. They just observed
vinced that this was a very strange year indeed. Right now, we hii fact, and short-selling became the flavor of the week.
tendency to think of the year as a twelve month continuation of the 1he result was a market decline which we now believe
bear market which began in March 2000, just another losing ydafluced extreme caution in an already cautious business sector.
Looking at all the minus signs in our fund tables, a loss year it wiliSiness spending, which shou!d have picked up, d!d not and
be for an overwhelming number of stock funds. Yet if you go balike €conomy stalled. Only now is the economy coming out of
and take a look at a chart of the averages, you will see that throt#f Stall, with help from a very active Fed. .
the first 51/2 months of the year, there was nothing inevitable about TNiS gets us back to our “strange year” view. This is a case
the year ending in the red. In fact, fenevLeTTERDOrtfolios dur- Where the tail (the market) did wag the dog (the economy). We
ing that same period were showing pretty good gains (6-8%). can’'t remember the last time anything like this happened. It

But then came the July-September selling which, like &grtainly did notin 1987.
avalanche, swept everything along in its path. The groups that had The performance of the high-yield (junk”) bond funds
done the best, such as our small-cap value funds, were hit {i§ year should be a lesson to all of us about the virtue of
hardest. In the end it didn’t matter what type of stock fund it waatience. As we have said more than once, our allocation to the
every group and sector was hit hard. funds is not as a capital gains candidate (though we’ll take

In the middle of the carnage, we attempted to offer an expi3€M if they come) but as a substantially higher income com-
nation of why this savage and wholesale selling occurred. Our Jeitor for money fundS- _ . _
explanation at the time was the unexpected slowing of the econ- Of course, with higher yields comes higher risk. Naturally,
omy. We simply could not fathom why the economy “suddenly H{€ weigh the risk/reward tradeoff before deciding on an alloca-
the wall” (as we wrote then), but once it did, the market tumbletion- In the early part of this year, the high-yield funds in gen-

The more we look back, and the more we reflect on what &2l just held their own. The return was less than expected, but
wrote at the time, the more we are coming to the conclusion tHa#/as acceptable. Then came the accounting scandals, and the
it was not the economy which caused the market decline, Bfds plummeted. They became all risk and no reward. More
rather it was the market decline (which began in June) that cault@f! one subscriber wrote to ask why were in them at all. The
the economy to stop dead in its tracks. Even when the econdﬁ@mion was perfectly understandable. Yet look at the funds
was putting up reasonably good numbers in late May and June 1AW: after the market rally. As the year comes to a close, three
opening phase of the selling had begun. Why? of our four high-yield funds are in the black and the fourth is

We're settling on two reasons. The first is the corporadthin a whisker of it. _
accounting scandals. We now think that the accounting scandals bit We don’t draw any great pleasure from this example, but
deeper into the market psyche than we believed. (Only now areQ€ again we all need to be reminded that patience (up to a

freeing ourselves from that trauma.) The second is the disappoRfint) IS a virtue in investing. Fed policy and the economic num-
bers all told us that the selling in the high-yield market was

highly emotional, a sort of knee-jerk reaction. It made little eco-
nomic sense. In this case, logic is winning out, as it usually does.
Market Trends Speaking of bond investing, the rush to bond funds by the

Trailing Forwar_d public has us shaking our heads. What are people thinking?
12-Mo Trend 6-Mo Estimate . : . . .

Economy Higher Higher There is nothing wrong in chasmg. perfqrmance—desplte the
Interest Rates Lower Flat/Higher tsk-tsking from the wise men of the financial press—as long you
Dollar Lower Flat/Lower have reason to be believe that the performance will continue. In
Inflation Flat Flat the case of bond funds, the performance will only be duplicated
Dow Lower Higher in the unlikely event the economy crumbles from here, and long-
NASDAQ Lower Higher term rates sink to near zero. Those rushing into bond funds are
E:ggﬁe(Nikkei) I':gvv\‘;g: E:gﬂg setting themselves up for a major disappointment.
Hong Kong (Hang Seng) Lower Higher

(continued on page 2)
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2 ANALYSIS

(continued fom paye 1)

The 30-month bear mieet has ta&n its toll onwall Street.The
Street is mied dee in pessimismVirtually all of the commen
tary coming fom the pos is ngative, doubtful tha the curent
rally is sustainble. It is genenlly acceted thawe ae bound to
head davn meaningfuly again. In other wrds,to some gtent or
other this is a ally in a bear mdet.

What will turn Wall Street’s viev aroundVall Street is look
ing for the d¢assic signs of gatulation. The Steet wants ivest
ment adisors to become dedy bearsh as a gup. Selling pes
sure has to become intengéne Iraq situéion has to be settled

The wices on the Sget ae pag/ing no dtention to the econ
omy and thg are completgl agnostic on the mfit outlook.
Everything is discountedlt is assumed all estirres ae too
high.The pios ae nav being £d by the anafsts,who ae bieah-
ing the same pessimistic .@ifter having been too optimisticof
too long and haing paid br it, the ana}sts ae doing an bout
face At one conérence call v listened toacenty, this was the
view of an &pelienced senior ptiolio manaer.

Wha puzzles us is hat do theWall Street pps expect?A
revisit to the October ls? Something arse? Does the impy-
ing profit outlook male no diference? Nor the pspect of sub
stantial fscal stimulus net year? r us this is adrm of tedini-
cal anaysis being cared to the gtreme

The year has been dastening xpelience br all the tieer
leades for indexing. We dont take a stong position on the issue
of active versus passe mangement. Ier long-tem buy-and-
holdess (and ve mean long)it is true tha a bioad maket index
fund will outperbrm the majoity of actively manaed funds.

But tha’s because the miaat is ging up most of the time
and inde funds ae alvays 100% inested They cepture the full
beneit of a rising maket. (There ae other easons todyut we'll
ignore them heg). But just as indefunds cpture all the upside
gains,so the cgture all the denside losses.

In a bear maet, mary of the adantages of an inde fund
are tumed on their head\ctive mangers can bang their sec
tor weightings.They can become mer detensive. They can
increase their cash position sontet. Index funds ae frozen,
and in a bear mket the feez huts. We hare alvays believed
tha the vitues of indging were oversold This is the war it
became ppaent.A long bear maet has the usefulttaibute of
subjecting untested astens to \ery cold shaver.

Retuining toWall Street’s pessimismye think tha mary of
the Steet’s forecastsdr the econoyand eanings net year will
turn out to be too k. Only time will tell if we ae right, but we
are almost ceain this has to be the cad®ell-knovn names on
the Steet hae lost their jobser the last gar because thavere
too optimistic br too long Considerwould you stik your ne&
out right nowv with an optimistic érecast;if that were your best
expectdion? Suely not.At the \ery least yu would cut it bak.
You can alays raise Yur outlook laer. Tha is why we expect
tha next year will be the gar of mag upside suysrises. $
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We will have more to say
about next year in the
January 10, 2003 issue,
which will be our
Annual Outlook issue.

MANAGED ACCOUNTS

Principal Resource Inc. (PRI) is the exclusive provider of
the “MoneyLETTER Managed Account Program.”® If you
lack the time, discipline or patience to successfully man-
age your mutual fund investments, PRI can execute the
strategies you see in MoNEYLETTER for you.

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

. TOLL-FREE: (800) 707-2060

o FAX: (508) 429-0940
o E-MAIL: info@priadvisors.com
o WRITE: Principal Resource Inc.

360 Woodland St.
Holliston, MA 01746

1As an independent Registered Investment Advisor, Principal
Resource Inc. will exercise discretion with regard to asset allo-
cation and fund selection and may make
investment decisions for client accounts that differ from
recommendations found in MONEYLETTER.

ATTENTION SUBSCRIBERS

MonNEeYLETTER Via the Web
Visit www. MONEYLETTER.COM

Click “Subscribers”
Username = Your Account #

(above your name on your mailing label...
begins with “A” followed by seven digits)

Password = Your Five-Digit Zip Code

Hotline: (410) 528-1804

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

Next Issue: Volume 24, No. 1
Mails: January 10, 2003
Internet: January 8, 2003, 12:00pm (ET)
Please note there is an
extra week between issues!
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MONEYLINE MODEL PORTFOLIOS 3

Year-End Noise CONSERVATIVE

To rally or not to ally? Tha is the questionaking the mar Seeks steady long-term growth of
ket & yearend Cleaty, like Hamletthe maket cant male up its capital with limited short-term volatility
mind. The hesittion is undestandale. On the economic sigthe Money Spfgjj}z'ty N
news has leaned ward the positre — etail sales (Neember), Funds Stock
price indexes (no infation), consumer sentimentousing stas, 15% 50%
industial production.They all came in on thdght side But none
of the plus signs ®&re \ery large. High-Yield

Psydolaogically, at least,if not economicall, the gains were Bond

offset by the suprisingly negative emplyment eport for e

November shaving a lage loss of jobs dimg the monthAt the
same timethe weekly emplayment umbes were sugiesting tha
the pictue was impoving for Decemberuntil the rumbes
reversed one wek and said the oppositkt tums out the e
Thanksgving was plaing hob with the seasonal adjustments. On M ODERATE
a weekly basiswe seem to be in the dathis month.

It's a little better in the mkets,but not nuch. The tumoil in
Venezuela isailing the oil maket and diving oil prices to highs.
The dollar usuajl wealens ayearend but it is paticulaly weak M oney Funds 10% Domestic Stock 65%
this year Oil prices? Iag?And as the dollar slidegpld takes of. High-Yield
How justifiable and sustairide is tha move? Bond

The stok maket is fnding it had to mount the xpected 15%
yearend ally given the noiseRally or no,we still see the under Int'l
lying trend as updr the maket and the econoyn Stock 10%

For those o follow theAXARosenbeg Long/Shotr Fund
the fund has been med to the Specialty Funds ligthis is a sim
ple redassifcation.

Portfolio changes
In the last issue & recommended an irease in the stéc VENTURESOME
fund allocdion for all potfolios. (The oiginal adrzice cameifstin : )
the Hotline ofTuesdg, November 26th). Listing all theansae iggﬁgﬁg@:g%:ggggggiﬁ%
tions from the ne allocdion recommenddon would tale up a
grea deal of spageso we will not list them hex. However, we will
gladly fax, e-mail or mail the irdrmation to aryone equesting it.
Simply call 800-890-9670 or emait aevice@monglettercom.
The Hotline of Tuesdg, December 3t recommended the
sale of Baon Small Ca in all theeMoneyLETTERDOItfOliOS to be
replaced ly Third Averue Small Cp Value The same Hotline
also ecommended the sale oidElity Contiafund in all thee Domestic Stock 85%
Fidelity family portfolios. For theVentuesome and Consetive
Fidelity pottfolios, Contrafund vas to be witched into kdelity
Cagpital Apprecidion. For the Rdelity Modemte Portfolio, the
fund was to be witched into kdelity Equity-Income 1. SELECT
Here ae the detailsSMoONEYLETTER Venturesome— Sell
1,101 shaes of Baon SmallCa @ $13.73 per shgrbuy 1,084
shaes of Third Averue Small Cp Value @ $13.94 per shar

Int'l Stock 10%

Seeks greater long-term growth than the
Conservative Portfolio by taking prudent risks

Money Funds 15%

Seeks maximum long-term growth by
assertively upgrading fund positions

MONEYLETTER Moderate — Sell 1,162 shas of Baon Small ,nHA ;ﬁr& (CBeEt(';BX) Pr(u;st&e?r
Ce, buy 1,145 shas of Third Averue Small Cp Value 25% 25%
MONEYLETTER Consewative — Sell 972 shas of Baon Small
Cap, buy 958 shags of Third Averue Small Cp Value

Fidelity Venturesome— Sell 288 shas of Contafund @
$38.81 per shar buy 661 shags of Caital Apprecigion @ Fidelity Select
$16.90 per shar Fidelity Conservative — Sell 283 shas of Yacktman (YACKX) Multimedia (3%)
Contafund buy 650 shars of Caital Apprecidion. Fidelity 25% (FBMPX)
Moderate — Sell 311 shas of Contafund buy 662 shaes of 25%

Equity-Income Il @ $18.21 per slear$
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4 FUND SCORECARD & RECOMMENDATIONS

Domestic Stoc k Funds s I3
RANK s gﬁ" ég? TOTAL RETURN PRICE RISK
12/13 1Mo 6Mo Ticker Fund § 3 & | | PER  [g. NTF/
2002 Ago Ago Symbol FUND NAME (Max. Load) Type g S ¥ 1mo. 6mo. 12mo. SHARE Dev. Beta wtf
1 2 8 YACKX  Yacktman Fund MC B B B 4.2% 2.0% 136%  $12.36 18.2 055 FSW
2 - - RYSEX  Royce Special Equity (1%r<180d) scva (B B B 31 17 21.0 1429 159 036 Sw
3 3 - HSGFX  Hussman Strategic Growth (1.5%r<180d) MCGro B B B 18 0.1 13.1 12.57 - - fsw
4 5 6 AVALX  Aegis Value Fund SCVal B B B 3.8 2.8 40 13.13 18.2 031 fw
5 4 20 FFTYX  Fidelity Fifty (.75%r<30d) LC B B B 4.6 5.8 7.6 16.50 282 087 Fsw
6 8 25 PRWCX T. Rowe Price Cap Appreciation LCVal B B B 34 -35 2.7 1472 107 024 fsw
7 11 40 RYPRX Royce Premier (1%r<180d) SC B B B 41 37 25 957 187 062 FSW
8 12 11 RYTRX Royce Total Return (1%r<180d) SCVal B B B 34 5.9 2.0 834 136 041 FSW
9 13 29 NBGNX Neuberger Berman Genesis (c losed) SC B B B 2.6 5.7 2.0 1980  19.6 062 fSW
10 10 35 TWEIX  American Century Equity Income MCVal B B B 29 4.4 2.0 654 151 044 FSW
n 7 117 LMASX  Legg Mason Special Investment Trust MC B B B 26 34 5.2 29.78  30.6 118 w
12 16 39 CFIMX  Clipper Fund LCval B B B 53 6.4 -18 79.50 15.7 030 Fsw
13 14 79 VCVSX Vanguard Convertible Securities Conit B B B 22 2.6 8.1 1050 204 069 fsw
14 17 4 PRSVX T Rowe Price S-C Value (closed,1%r<1yr) SCVal B B B 46 -8.6 34 2223 164 044 fsw
15 6 13 RSPFX RS Partners SC * B B 0.4 -7.0 0.7 17.52 239 0.63 FSW
16 124 180 LMOPX Legg Mason Opportunity Trust MC B B® B 73 56 13.1 841 - -
17 71 15 PRNEX T Rowe Price New Era LC H H H 6.8 -10.9 0.1 2082  26.7 0.72 fsw
18 56 19 LLSCX Longleaf Partners Smallcap (closed) scval B) B) B) 60  -104 12 2113 170 045 fsw
19 76 73 OAKLX  Oakmark Select (closed) (2%r<90d) MCVal H H H 53 8.9 7.9 2400 262 083 FSW
20 30 16 ARGFX Ariel Fund SCVal H H H 88 -10.8 -18 3559 189 040 FSW
21 44 194 LMVTX  Legg Mason Value LCval H H H 25 -5.2 -15.1 41.07 28.1 116 w
22 33 105 FCVSX  Fidelity Convertible Securities Convrt H H H 29 6.9 -11.9 1654 274 089 Fsw
23 22 43 DODGX Dodge & Cox Stock LCVal B B B 4.2 95 74 88.86  19.8 064 sw
24 26 21 PENNX  Royce Penn Mutual(1%r<180d) SCval H H H 35 -10.5 47 6.64 16.7 051 Fsw
25 28 50 LLPFX Longleaf Partners MCVal H H H 2.0 9.8 4.8 2211 20.1 058 fsw
26 9 31 VUSVX Vontobel U.S. Value (2%r<90d) LCVal H H H 3.1 8.3 -1.0 1873 220 044 FSW
27 37 1 EEQFX  Eclipse Small Cap Value SCval H H H 2.3 -125 13 11.67 18.6 0.75 FSW
28 43 22 TRMCX T.Rowe Price Mid Cap Value MCVal H H H 39 -11.6 -38 1513 159 0.60 fsw
29 19 74 STDIX  Strong Discovery MCGro B B B 15 -8.2 -85 1448 251 083 FSW
30 - - GAATX  Liberty Asset Allocation CIZ Gé&l H H H 0.3 5.7 -14.0 12.86 114 061 f
31 41 36 SMCDX  Strong Mid Cap Disciplined MCVal H H H 31 -104 6.3 14.73 234 092 FSW
32 58 42 BEMVX Berger Mid Cap Value MCVal H H H 4.7 -104 -8.6 1484 233 080 FSW
33 72 53 OTCFX T. Rowe Price Small Cap Stock Fund SC H H H 4.2 -10.1 9.3 2185 220 0.73 fsw
34 18 94 FEQTX  Fidelity Equity-Income Il G&l B B B 2.7 -8.2 -12.0 17.70 172 0.74  Fsw
35 46 54 TWVLX  American Century Value MCVal H H H 31 9.5 9.3 597 204 059 FSW
36 35 78 MPSCX MSISmall Cap Value (closed) SCVal H H H 29 -8.8 -10.9 15.12 2515 0.77 fsw
37 59 28 FDVLX Fidelity Value MCVal H H H 52 -124 -5.8 4643 228 064 Fsw
38 15 7 FLPSX Fidelity L P Stoc k (3%&31.5%r<90d) scval  H H H) 21 119 2.8 2515 166 057 fsw
39 13 3 BERWX Berwyn Fund (1%r<180d) SCVal H H H 43 -13.1 3.7 18.80 18.7 041 fsw
40 40 37 HOVLX Homestead Value MCVal H H H 85 -10.9 -8.1 2251 181 0.59
41 39 126 STCSX  Strong Advisor Common Stock (closed) MC H H H 34 8.2 -15.0 1625 232 095 FSW
42 32 27 TASCX  Third Avenue Small-Cap Value SCVal H H H 44 -117 -7.9 13.75 175 058 FSW
43 64 150 THPGX  Thompson Plumb Growth LC H H H 43 9.7 -14.2 35.87 19.6 0.69 fsw
44 - - VISGX  Vanguard Small Cap Growth Index SCGro H H H 15 9.8 -10.4 925 282 085 w
45 24 44 FCNTX  Fidelity Contrafund (3%) LC H H H 0.1 -10.3 -7.0 3843 20.1 0.84 fsw
46 137 147 TUDRX  WPG Tudor SC H H H 59 -8.0 -22.0 1144 389 120 FswW
47 62 63 PRFDX T. Rowe Price Equity-Income LCVal H H H 32 111 -10.4 2029 167 053 fsw
48 60 - VSEQX Vanguard Strategic Equity MCGro H H H 3.0 -11.3 -10.1 1322 172 082 fsw
49 42 71 MUTHX Mutual Shares (1%) ClZ MCVal H H H 038 -10.8 8.1 1697 166 062 sw
50 31 84 GABAX Gabelli Asset MC H H H 13 99 1R 28.16 172 0.76  FSW
51 45 152 FDGFX  Fidelity Dividend Growth LC H H H 18 8.1 -16.3 22.75 19.2 084 Fsw
52 29 30 CAAPX  Ariel Appreciation MCVal H H H 15 -11.8 6.9 3340 180 050 FSW
53 63 69 WPSRX Westport Small Cap R SCVal H H H 36 115 -10.7 16.64 - - FSW
54 47 134 WVALX  Weitz Value Fund MCVal H H H 2.6 95 -14.4 27.49 16.6 052 SW
55 61 70 OAKMX  Oakmark Fund MCVal H H H 3.2 -11.6 -10.2 30.17 20.6 059 FSW
56 27 149 OBEGX Oberweis Emerging Growth SCGro * (H) (H 37 -84 -194 1630 487 149 FSW
57 50 59 DNLDX  Dreyfus New Leaders MCGro H H H 15 113 9.0 34.80 252 092 FSW
58 98 23 NBFSX Neuberger Berman Fasciano Inv SCGro 5 8§ & 2.3 -133 5.2 30.31 15.7 0.67 FSW
59 73 112 SLASX  Selected American Shares LCVal S 8§ 8 24 9.9 -13.9 2554 205 092 sw
60 91 38 BGRFX Baron Growth SCGro H H H 3.2 -13.0 8.1 26.92 254 106 FSW
61 112 64 VIMSX  Vanguard Mid-Cap Index MC S S S 31 -11.9 -10.7 10.05 26.2 102 fsw
62 20 17 HRTVX Heartland Value (1%r<90d) SCVal H H H 21 -12.9 -75 3277 225 063 FsW
63 48 104 PFVLX  Preferred Value LCval H H H 12 9.7 -139 15.60 19.5 079 w
64 83 146 NCTWX Nicholas Il MCVal S S S 2.2 95 -16.1 16.09 213 100 w
65 103 72 VEIPX  Vanguard Equity-Income LCval H H H 31 -115 -12.9 1882  16.0 055 fsw
66 121 66 PESPX  Dreyfus Mid Cap Index MCGro S 8§ 8 3.0 -12.2 111 17.52 25.8 102 FSW
67 171 157 SACPX  Salomon Brothers Capital (closed) MCVal S S S 8.6 -12.5 -18.8 1950 220 085 sw
68 86 101 VEXMX Vanguard Extended Market Inde x MC H H H 28 -10.9 -14.0 19.02 314 117  fsw
Bold fundsare curently held inMoneyLETTERMOdel potfolios. Beta fund’s coreldion to the matet (S&P 500 = 1.0A fund with
Advice: B=Buy, H=Hold, S=Sell(B!,H),(S= adice nav this issue a beta geder than 1.0 is merwlatile than the S&P 500.
*=not for this potfolio. NTF/wtf NO TRANSACTION FEE/with tansactionde (F/f) br
Std Dev.: Standadl Deviation based on #iling 3-yr. retums. Fidelity, (S/s) br Stwab and (W/w) br TD Waterhouse

December 20, 2002 (800) 890-9670 service@mone yletter.com MONEYLETTER



FUND SCORECARD & RECOMMENDATIONS 5

Domestic Stoc k Funds S g
RANK § & § _TOTALRETURN _ PRICE RISK
()
12113 1Mo 6Mo Ticker Fund g3 8 | PER  [g. NTF/
2002 Ago Ago Symbol FUND NAME (Max. Load) Type g S 9 1mo. 6mo. 12mo. SHARE Dev. Beta wtf
69 36 - WBSNX  WmBIair S-C Growth N (1%r<60d) SCGro H H H 30 -11.6 -12.9 13.62 - 095 FSW
70 94 55 RYLPX  Royce Low Priced Stock (1%r<180d) SCVal S § S 51 -13.2 -12.3 9.79 248 069 FSW
71 54 67 BEGRX Mutual Beacon (1%) CIZ MCVal S § 8 0.8 -12.0 -8.8 1139 159 058 sw
72 114 24 LSSCX Loomis Sayles Small Cap Value SC S 8§ 8 31 -133 9.2 18.05 194 069 swW
73 122 98 SSHFX  Sound Shore MCVal S 8§ & 3.7 -12.7 -12.7 25.58 18.4 0.60 swW
74 135 - VUVLX  Vanguard U.S. Value LCVval S § 8 3.6 -12.8 -125 9.71 - - fsw
75 101 130 SAIFX  Salomon Brothers Investors LCVal S 8§ 8 39 -11.3 -17.2 1498 197 0.83 fsw
76 180 10 VISVX  Vanguard Small-Cap Value Index SCVal S § S 51 -15.4 -89 8.72 - 0.70 fsw
77 85 107 BIGRX  American Century Income & Growth Gé&l S S S 2.2 -10.8 -16.3 22.02 20.0 099 FSW
78 107 83 FEQIX  Fidelity Equity-Income LCVal S S S 29 -12.1 -14.0 39.78 184 0.74  Fsw
79 55 133 FTRNX  Fidelity Trend LC S § S 0.9 94 -17.7 39.23 273 116 Fsw
80 69 102 DGAGX Dreyfus Appreciation LC S S S 0.0 -10.5 -14.1 3181 176 080 FSW
81 242 - CBMDX C&B Mid Cap Value MCVal § 8 S 44 -16.1 -6.9 13.47 18.4 0.53
82 110 49 BPMCX Boston Partners Mid Cap Value MCVal 8§ 8 & 3.6 -144 -10.0 9.39 18.3 0.76 FSW
83 117 206 VHCOX Vanguard Cap Opp ($25,00081%r<5yr) MCGro H H H 36 -8.9 237 1746 381 106 fsw
84 51 142 FDSSX  Fidelity Stock Selector LC &5 5§ 8 0.2 9.1 -18.4 16,79 209 097 Fsw
85 115 87 LSGIX Loomis Sayles Value LCVal S 8 § 24 -124 -13.6 12.07 175 0.72 fsW
86 84 65 MQIFX  Mutual Qualified (1%) CIZ MCVal S S S 11 -132 -10.1 1408 169 061 sw
87 67 103 FGRIX  Fidelity Growth & Income (3%) G&l S S S 0.2 -10.6 -15.6 3055  16.7 080 fsw
88 38 18 OAKSX  Oakmark Small Cap (2%r<90d) SCVal S § S 14 -15.0 6.9 15.19 181 054 FSW
89 70 143 NTHFX  Northeast Investors Growth LCGro * S S 04 94 -185 1217 257 120 fsw
90 81 113 BEQGX American Century Equity Growth LCVval S S S 15 -10.9 -17.6 1536 208 103 FSW
91 53 164 FOCPX Fidelity O TC Portfolio LCGro * H H -0.6 -8.2 215 2441 29.1 157 fsw
92 - - VALSX  Value Line Special Situations MCGro S S S -0.6 -12.0 -12.3 1608 286 0.88 FSW
93 75 92 PRDGX T.Rowe Price Dividend Growth LCVal § 8 § 0.8 -11.6 -15.6 1687 140 057 fsw
94 119 76 VWNFX Vanguard Windsor Il LCval S 8 § 2.3 -13.2 -13.9 21.10 185 0.65 fsw
95 = - VISMX  Vanguard Total Stk Mkt LC H H H i3 111 -17.9 20.35 178 0.99 fsw
96 87 119 USGRX USAA Growth & Income G&l S § S 12 -10.9 -184 1395 180 082 w
97 66 122 DSEFX  Domini Social Equity Fund LC S S S 0.2 -10.3 -185 21.96 214 105 w
107 78 160 VIGRX  Vanguard Growth Inde x LCGro H H H 0.4 95 -20.6 20.38 242 114 fsw
109 25 132 WAAEX Wasatch S-C Growth (closed,2%r<60d) SCGro  (H) (H) (W) 03  -104 -185 2623 378 115 FSW
130 80 123 FDCAX  Fidelity Capital Appreciation MC H 0.6 -12.4 -18.9 16.39 315 126 fsw
Dow Jones 0.4% -11.3% -13.6% indexes do not
NASDAQ 0.1 -9.0 -30.0 include dvidends
S&P 500 0.8 -11.9 -20.5
International Stoc k Funds
1 1 2 MACSX Matthews Asia Growth&Income (2%r<90d) Pacific B B B 23%  -38% 11.9% $1047 144 - FSW
2 2 13 OAKGX Oakmark Global (2%r<90d) Global B B B 43 92 0.1 12.75 - - FSw
3 6 - DRFMX  Dreyfus Emerging Market (1%r) Intl * B B 5.6 -12.2 21 1134 218 - FSW
4 5 10 BJBIX Julius Baer International Equity A Intl B B B 12 -10.0 2.9 19.76 288 - FS
5 7 23 VEIEX  Vanguard Emerging Mkts Stk Inde x (0.5%r) Int'l * B B 4.2 -11.6 34 791 323 - fsw
6 8 3 MAPTX Matthews Pacific Tiger (2%r<90d) Pacific B B B 72 -15.4 -1.7 847 4711 - FSW
7 3 11 SCOPX Scudder Pacific Opportunity (2%r<1yr) Pacific * B B 38 -13.0 -38 840 335 - FSW
8 13 9 HAINX  Harbor International Intl B B B 3.0 -12.4 -4.9 2747 178 - Sw
9 12 17 FEMKX Fidelity Emerging Mkts (3%&1.5%r<90d) Int! B B B 34 -135 -3.5 730 329 - fsw
10 10 19 VNEPX Vontobel International Equity (2%r<90d) Intl B B B 0.2 -10.3 1.7 n7 211 - FsW
u 9 28 MNEMX Montgomery Emerging Mkts (closed) Intl * B B 31 -13.2 5.9 797 316 - FSW
12 14 18 USIFX USAA International Intl B B B 0.8 -10.9 8.1 14.89 18.1 - w
13 4 5 PRASX T.Rowe Price New Asia Pacific * B B 35 -15.3 -4.6 587 336 - fsw
14 16 16 FDIVX Fidelity Diversified Intl (1%r<30d) Intl H H H 1.0 -12.5 -8.5 16.96 204 - Fsw
15 19 34 ICHKX Investec China & Hong Kong Pacific H H H 2.6 -135 -10.5 10.46 39.2 - FSW
16 15 6 FSEAX  Fidelity SE Asia (3%&1.5%r<90d) Pacific * B B 31 -16.4 4.7 10.25 385 = fsw
17 17 8 PFIFX Preferred International Intl B B B 14 -15.2 6.8 1041 174 - w
18 22 49 USAWX USAA World Growth Int! H H H 02 -11.5 -145 1206  20.0 - w
19 18 14 FIGRX  Fidelity International G & | Int'l H H H 0.9 -14.0 9.7 1665 220 - Fsw
20 31 4 OAKIX  Oakmark International (2%r<90d) Intl H H H 3.6 -17.5 -5.8 13.11 243 - FSW
21 21 7 FIVEX Fidelity Aggressive Intl. (1%r<30d) Intl H H H 1.6 -154 9.2 10.81 25.6 - Fsw
22 53 54 PRLAX  TROWE Price Latin America (2%r<1yr) LatinA * H H 5.1 -15.7 -13.9 744 435 - fsw
23 34 44 SCOBX  Scudder Global Global H H H 20 -135 -153 17.93 16.7 - FSW
24 20 15 FPBFX  Fidelity Pacific Basin (3%&1.5%r<90d) Pacific * H H 0.9 -154 95 12.71 30.0 - Fsw
25 U 1 OAKEX  Oakmark Intl Small Cap (closed,2%r<90d) Int! H H H 22 -184 -4.1 1044 256 - FSW
26 33 48 FWWFX Fidelity Worldwide (1%r<30d) Global H H H 17 -135 -16.4 11.97 185 - Fsw
27 32 39 PRESX T. Rowe Price European Europe H H H 05 -129 -16.7 12.86 17.7 - fsw
28 26 38 VWIGX Vanguard International Gr owth Int'| H H H 1.0 -14.3 -15.1 1215 176 - fsw
29 28 22 FJPNX  Fidelity Japan (3%&1.5%<90d) Japan 88 0.7 -15.7 1.7 8.32 34.8 - Fsw
30 55 55 SLAFX  Scudder Latin America LatinA PSS 5.2 -16.3 172 1567 377 - FSW
31 24 29 GIGRX  Gabelli Intl. Growth intl S S S 0.0 -14.2 -14.6 1165 210 - FSW
32 27 31 SWINX  Schwab International Index (1.5%<180d) Intl S S S 0.1 -14.1 -14.7 1022 18.0 - S
33 42 47 PRIDX TR Price Intl Discovery (closed,2%r<1yr) Int! S S S 2.7 -15.2 -17.1 1590 371 - fsw
34 23 30 SCINX  Scudder International (2%r<180d) Int! S S S 0.7 -14.1 -15.1 3048 214 - FSW
35 29 32 VEURX Vanguard European Stock Index Europe H H H -0.6 -13.7 -16.4 1597 173 - fsw
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6 FUND SCORECARD & RECOMMENDATIONS

Bond Funds S I3
RANK § Q%{?D Sg”jo TOTAL RETURN PRICE
12/13 1Mo 6Mo Ticker Fund § 3 & | | PER g NTF/
2002 Ago Ago Symbol FUND NAME (Max. Load) Type G S @ 1mo. 6mo. 12mo. SHARE Dev. Yield wtf
1 - - BEGBX Amer. Cent. Int'| Bond Int'l ook 18% 12.6% 182% $12.05 9.84 0.21 fSW
2 - - BTFTX Amer. Cent. Target 2015 ZeroCpn * * * -1.9 12.9 19.5 62,57 12.60 4.96 fSW
8 = - BTTTX Amer. Cent. Target 2020 ZeroCpn * * * -2.3 131 19.7 44.47 1570 5.07 fSW
4 - - BTTRX Amer. Cent. Target 2025 ZeroCpn * * * -3.1 13.6 18.8 37.05 1860 6.14 fSW
5 - - RPIBX T. Rowe Price Int'l Bond Int'l ook F 15 10.6 13.9 9.06 8.76 2.87 fsw
6 - - BTTNX Amer. Cent. Target 2010 ZeroCpn * * * -1.3 10.5 16.7 79.22 1490 4.68 fSW
7 - - VUSTX Vanguard L-T Treasury Lngterm * * * -1.7 8.9 14.0 11.67 8.88 5.10 fsw
8 - - VFIIX Vanguard GNMA IntTerm  * * * -0.1 8.3 12.7 10.73 3.09 554 fsw
9 - - SSTGX Scudder Global Bond S-T Int’l ook x 11 7.8 11.8 9.74 436 4.00 FSW
10 - - VIPSX  Vanguard Inflation Protected Sec IntTerm  *  * % -0.4 7.1 14.6 11.78 - 3.29 sw
11 = - PRULX T. Rowe Price U.S. Treas. L-T Lngterm * * * -1.5 7.9 10.9 12.16 8.46 4.75 fsw
12 - - VFITX  Vanguard Intermediate Treas. IntTerm  * * * -1.1 7.2 11.8 11.81 531 4.99 fsw
13 - - ACITX  Amer. Cent. Inflation Adj IntTerm  * * * -0.5 6.2 12.8 10.47 478 341 fSW
14 - - CPTNX American Government Bond IntTerm  *  * * -0.4 6.0 10.0 11.09 482 373 f
s - - NIIBX Eclipse Indexed Bond IntTerm * * % 0.1 515 9.7 10.89 371 880 SwW
16 - - MNTRX Montgomery Total Return IntTerm * * * 0.2 5.3 9.4 12.22 3.67 521 FSW
17 - - DODIX DodgeCox Income IntTerm  * * * 0.8 4.8 9.7 12.79 3.28 534 fsw
18 - - FTRGX Federated Total Return Govt IntTerm  * * * -1.0 5.6 10.4 11.02 486 5.06 sw
19 - - VALBX Value Line U.S. Govt Sec IntTerm  *  * * -0.3 55 9.6 12.05 391 399 FSW
20 - - STVSX Strong Govt Securities IntTerm * * * -0.7 5.6 9.6 11.07 3.86 4.12 FSW
21 - - MGFIX Managers Bond Lngterm * * * 1.2 4.0 10.1 23.12 570 5.56 FSW
22 - - FBDGX INVESCO U.S. Govt Sec Lngterm * * % -0.5 5.8 9.3 7.54 483 3.60 FS
23 - - FSTGX Fidelity Intermediate Govt IntTerm  * * * -0.5 5.2 9.3 10.28 325 421 Fsw
24 = - VWESX Vanguard Long-Term Corporate Lngterm * * * -0.8 4.8 10.7 9.04 731 6.26 fsw
25 - - WPGVX WPG Core Bond IntTerm  * * * 0.1 5.0 8.8 10.33 3.88 3.96 FsW
26 - - SFIUX  Safeco I-T U.S. Treasury IntTerm * * * -1.0 5.5 9.1 10.83 420 471 FSW
27 - - FBDFX Fremont Bond IntTerm  *  * % 0.1 4.7 8.8 10.58 413 440 fsw
28 - - PTMDX PIMCO Total Return Mortgage ShtTerm * * * 0.1 4.3 9.3 10.66 3.03 255 SW
29 - - FHYPX INVESCO High Yield Highvld * * * 4.1 6.6 -3.1 3.28 1280 957 FS
30 - - MTOIX Mercury Total Return IntTerm  * * * -0.2 4.4 8.9 13.19 3.64 465 FS
31 - - PYGFX Payden Global Fixed Income Int'l ook % 0.2 5.1 6.3 10.22 3.20 5.08 fsW
32 - - KIFIX FifthThird Bond Lngterm * * * -0.1 4.4 8.3 10.11 465 467 w
33 - - USAIX USAA Income IntTerm  *  * * 0.3 4.3 7.8 12.28 418 561 w
34 - - NIBDX Eclipse Bond Lngterm * * * 0.6 4.7 6.1 9.77 3.76 834 SW
85 - - SFUSX Safeco U.S. Government IntTerm  *  * * -0.6 4.3 8.8 9.80 290 514 FSW
36 - - DRGMX Dreyfus GNMA IntTerm * * * 04 3.8 8.4 15.11 3.03 5.00 FSW
37 - - MGIDX Managers Int. Duration Govt ShtTerm * * = 0.3 3.8 8.6 10.58 3.15 351 FSW
38 - - SCSBX Scudder Income IntTerm  *  * * 0.2 4.2 7.3 12.66 3.67 528 FSW
39 - - FBNDX Fidelity Investment Grade IntTerm * * * 0.3 4.0 6.9 7.49 3.60 4.33 Fsw
40 - - PTTDX PIMCO Total Return IntTerm  *  * * 0.2 3.3 8.4 10.57 417 4.02 SW
41 - - FGOVX Fidelity Government Income IntTerm * * % -0.9 4.6 6.6 10.50 440 4.17 Fsw
42 = - FNMIX  Fidelity New Markets Income Int’'l ook ¥ 3.9 2.7 4.1 1130 13.80 8.42 Fsw
43 - - VFISX  Vanguard S-T Treasury ShtTerm * * * -0.4 4.0 6.8 10.86 228 3.90 fsw
44 - - SRINX Liberty Income CIZ IntTerm  * * * 1.6 2.6 6.7 9.48 403 6.61 FSW
45 - - VSGBX Vanguard S-T Federal ShtTerm * * * -0.3 3.7 7.0 10.78 219 4.06 fsw
46 - - FBDSX INVESCO Select Income IntTerm  *  * * 0.8 5.2 1.4 5.16 557 6.15 FS
47 - - BUFHX Buffalo High-Yield (2%r<180d) Highyld B B * 25 3.2 3.6 9.78 6.09 6.02 FSW
48 - - DRBDX Dreyfus A Bonds Plus IntTerm * * * 0.8 2.9 6.5 13.76 428 550 FSwW
49 - - JAFIX  Janus Flexible Income Multi ook ¥ -0.2 4.0 5.0 9.52 407 516 FSW
50 - - PRGMX T. Rowe Price GNMA IntTerm * * * -0.1 35 5.8 9.85 3.20 4.48 fsw
51 - - CFISX Columbia Fixed Income Sec IntTerm  * * * -0.4 &l 7.0 13.41 3.78 521 fSW
52 - - FTHRX Fidelity Intermediate Bond IntTerm  * * * 0.1 34 52 10.61 3.02 490 Fsw
53 - - SWBDX Schwab S-T Bond Mkt Index ShtTerm * * * -0.2 3.3 6.0 10.11 231 460 S
54 - - MNSGX Montgomery Sht Duration Govt ShtTerm * * * -0.1 3.1 5.8 10.28 1.96 254 FSW
55} - - PTLCX PIMCO Low Duration ShtTerm * * * 0.2 2.8 6.0 10.22 211 311 fw
56 - - WTIBX Westcore Plus Bond IntTerm  * * * 0.2 25 6.2 10.21 3.34 6.64 FSW
57 - - FSHBX Fidelity Short-Term Bond ShtTerm * * * 0.1 2.8 5.4 8.93 1.76 4.37 Fsw
58 - - SCSTX Scudder Short-Term Bond ShtTerm * * * 0.2 3.1 4.5 10.62 169 4.62 FSW
59 - - SPHIX  Fidelity High Income (1%r<270d) Highyld B B * 3.0 24 15 7.63 1050 9.01 Fsw
60 - - VBMFX Vanguard Bond Market IntTerm * * % -0.2 2.4 5.7 10.28 350 5.67 fsw
61 - - MLOIX Mercury Low Duration ShtTerm * * * 0.3 24 4.7 9.95 162 385 FS
62 - - BGNMX Amer. Cent. Ginnie Mae IntTerm * * * 0.2 24 4.6 10.84 2.76 541 fSW
63 - - FGMNX Fidelity GNMA IntTerm * * * 0.0 2.3 45 11.19 2.73 499 Fsw
64 - - CUGGX Columbia S-T Bond ShtTerm * * * -0.1 21 5.1 8.62 196 4.22 fW
75 - - VWEHX Vanguard High Yield Corporate HighYld B B * 2.6 -0.4 1.4 5.86 6.97 8.77 sw
76 - - CMHYX Columbia High Yield Highyld B B * 1.6 0.5 0.7 8.35 547 7.21 fSW
79 - - PRHYX T. Rowe Price High Yield HighYld B B * 1.8 -0.6 15 6.28 742 948 sw
82 - - JAHYX Janus High Yield HighYld B B * 0.7 -0.7 1.9 8.97 6.44 7.06 FSW
86 - - NTHEX Northeast Investors Trust Highyld * B * 11 -4.5 2.9 6.99 8.07 8.83 fsw
87 - - VAGIX Value Line Aggressive Inc Highyld * B * 34 -4.0 -2.8 4.26 9.68 9.63 FSW
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FUND FAMILY NEWS TOP-YIELDING MONEY FUNDS /

Here, There and Everywhere

Spae of Mergers, Re-openingsand
ClosingsAmong MONEYLETTER Funds

Yearend has lught on no shdéege of change among the
fund families, patticulaly regarding their fund ostes. Hee’s a
patial list of comings anda@ngs in the &milies thawe trad.

Wasach Funds — (800) 551-1700; wwwasachfunds.com
On December 16tkvasach announced thiaheir Small Ca

Value Fund (WMCVX) wuld be tosing to n& investos as of
December 312002.The fund hadeopened on Nember 13th,
but co-manger Jim Lakins said the gneal rise in stok prices,
and thus the assetgused thelosing Two othetWasdch funds —
Core Giowth (WGROX) and Small Cp Growth (WAAEX) — are
on our list and cuently closed

Janus Funds — (800) 525-3713; wwjanus.com

On December 13thajus announced theeopening of dur
funds,including the arus Fund (BNSX) and &rus Worldwide
(JAWWX), which ar on MONEYLETTERS Domestic and
Intemational lists, respectiely. These funds he been losed
since 2000 and will e-open dectve December 312002.
Additionally, Jarus’ Special Situaons Fund (BSSX) dosed to
new investos as of December 13tfihe fund will mege with
Jarus Stetegic Value Fund (JSAX) and the combined fund will
be called drus Special Equity &Ective February 28,2003.

Also & Jarus, CEO-elect Mak Whiston announced on
December 12th thdis firm would assume the gldo-day opee-
tions for three \alue funds,including Beger Mid Ca Value
(BEMVX), pending shaholder aproval. The fund is marged
by Perkins, Wolf, McDonnell and Compan which will retain
portfolio man@gement esponsibilities*Adding the alue funds to
our lineup is an impaorste tovard adieving our gal of ofering
investos best-of-beed poducts aarss complementginvestment
disciplines, said Whiston. Trustees alsopgproved a poposal to
meige Bepger's gowth funds into similar @us fundspending a
March proxy vote This would afect Beger Lage Ca Growth
(BEOOKX, to becomednus Gowth & Income AGIX) and Beger
Growth (BEONX,to become drus Oympus AOLX). $

All of us at
PRI Financial Publishing, Inc.
wish you and yours

a very happy holiday season,
and a healthy
and prosperous
New Year!

MONEYLETTER (800) 890-9670

100% U.S. TREASURY FUNDS

7-Day 30-Day 1-Year
Vanguad Treasuy MMF 1.24% 1.29% 1.58%
Gabelli US Treasuy MMF 1.19 1.26 1.59
Fidelity Spatan USTreas MMF 1.15 1.20 1.52
Amer Centuy Capital Presv Fund/la 1.07 1.09 1.44
T Rowe Pice USTreasuy MF 1.03 1.06 1.42

Prudential Get SecTr/US Treas/CIA 0.96 1.00 1.30

Schwab USTreasuy Money Fund 0.91 0.94 1.23
CMA Treasuy Fund 0.90 0.97 1.34
Dreyfus 100% USTreas MMF 0.86 0.99 1.32
DBAB Cash Resee Treasuy 0.80 0.85 1.21

GENERAL PURPOSE TAXABLE FUNDS
PayPal Money Market Fund 1.54% 1.60% -
1.64%

McMorgan Pmcipal Pesevation Fund  1.41 1.46

Bunker Hill MMF 1.37 1.47 1.74
Vanguad Pime MMF/Retail 1.32 1.37 1.73
ScudlerYieldWise Mong Fund 1.31 1.38 1.63
TIAA-CREF Mone/ Market Fund 1.30 1.37 1.70
Toudhstone Mong Market Fund 1.29 1.40 1.88
RBB MMP/Sansom Sget Class 1.27 1.30 1.78

825 1.30 1.42
1.25 131 1.63
1.25 1.29 1.61

Centennial Mong Market Trust
Marshall MMF/Investor Class
Schwab ValueAdvantaye MF/Inv

TAX-FREE GENERAL PURPOSE FUNDS

7-Day  30-Day 1-Year
ScudlerYieldWise Muni MF 1.00% 1.14% 1.27%
Strong Tax-Free Mong Fund 1.00 1.22 1.39
Vanguad Tax-Exempt MMF 0.99 1.21 1.43

0.97 1.20 1.29
0.97 1.16 1.37
0.91 1.09 1.24
0.90 1.05 1.16

Evergreen Municipal MMF/CI |
Strong Municipal MMF

USAA Tax BExempt MMF
Scudler Tax-Exempt Mong Fund

T Rowe Pice Summit Muni MMF 0.89 1.04 1.23
Fidelity Municipal MMF 0.87 1.00 1.22
Dreyfus BASIC Muni MM Portfolio 0.85 1.04 1.20

TAX-FREE STATE-SPECIFIC FUNDS

7-Day  30-Day 1-Year
Vanguad NY Tax-Exempt MMF 1.02% 1.16% 1.32%
Vanguad OH Tax-Exempt MMF 1.02 1.20 1.41
Vanguad FA Tax-Exempt MMF 0.95 1.14 1.32

Vanguad CA Tax-Exempt MMF
USAA Tax Exempt CA MMF
Vanguad NJTax-Exempt MMF

0.93 112 1.38
0.91 112 1.22
0.89 1.05 1.29

Fidelity NY Municipal MMF 0.80 0.94 1.07
Excelsior NYTax-Exempt MF 0.79 0.90 0.96
Fidelity PA Municipal MMF 0.79 0.97 1.13
Fidelity CA Municipal MMF 0.78 0.94 1.05

service@mone yletter .com

Taxable equivalent yield = yield / (1—total efective tax bracket).
Funds ae ranked by 7-dey yields; 7-dg and 30-dg yields ae com
pound yields as of 12/10/0Zhird 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 Plus!

000 Recently Expanded to 8 Pages! 110
52 Weekly Updates for Only $67
Now Includes Almost 500 Funds.

Call Customer Service (800) 890-9670
for More Details.

December 20, 2002



8 FUND PROFILES

Up and Coming
Small Cap Value Funds

In the last issue oflonevLeTTER We piofiled three gowth

funds tha had jumped mar than 100 spots in our domestic

funds list,and hae the potential to become futubuys. While
value funds in gneal have outperbrmed gowth funds @er the
past year this hasnt been tue recenty. Yet, sumprisingly, a hand
ful of value funds a& nav moving rapidly up the list. One of
them, Third Averue Small Cp Value has &en made it into our
portfolios.

Heartland Value (HRTVX)

Heatland Value seathes br most of its stdes & the
smaller end of the Russell 2000:;.,.ié concentates on mico-
cgp stoks. In doing solong-time manger Bill Nasgvitz and
co-manger Eic Miller adhee to the pinciples of alue as
developed ly Benjamin Gahamthey look to huy stods trading
at deg discounts to their intrsic value To adieve this objee
tive, the mangers emply a figorous 10-point selection pcess
that basicaly boils davn to thiee main ideas\re fundamentals
strong and is it a solidusiness?o mange risk, is the stok
price lov enough? Companiesust tade & discounts to ear
ings, cash fows, and book wlues.And, finally, is thee a céa-
lyst tha will trigger Wall Street’s inteest in wha was an unpop
ular sto&? After all, they do not vant to irvest in dieg stoks
only to see thememain &ieg. The fund has a hegstale in
health cae — 26% of assets..8 Oncol@y has been a big win
ner, though maw of its other health carissues hae been dgs.
The funds biggest winner to d&? Enegy firm Hawvest Naural
Resouces,up 360%.

Heartland Funds,789 Noth Water Steet
Milwaukee WI 53202,800) 432-7856

Royce Rennsyhania Mutual (PENNX)

Micro cags ae the main huntingrgund hee as well, as
Chud Royce looks br wha he beliges ae the stongest names
in the mico- and small-ga universe Its micio-cg poifolio is
actualy invested in anotheramily fund, Royce Micro-Cap,
while the small-cp potion tradks Rg/ce Pemier So irvestos
are really getting two funds in oneThe impact of this dual
approad is thd the mico-cg stoks hare enhancedetums
while the small-cp holdings hee actualy curtailed some of the
volatility. Like other walue mangers, Royce and co-marngr
Whitney Geoge seek outifms selling vell belov their esti
maes of futue worth. Their ideal situdon: a compay with
gred financial fundamentals kose pice is haled when it
misses eanings.That has led to argaerthan-usual stakin tra-
ditional gowth industies sub as tebnology, which was a
strong sector in October and Member Still, the fund is most

hearily weighted in moe traditional alue sectw sud as
enepy and indusial maerials. Big winnes for the fund this
year indude gold mining frmsAnglogold and Gold felds.
Royce Fundsl414Averue of theAmeicas
New York, NY 10019(800) 221-4268

Oakmaik Small Cg (QAKSX)

As of October 31¢onsumer yclicals and consumer sikes
ead accounteddr 20% of Oakmdr Small Ca’s assetsfol-
lowed by 17% in both ihancials and tdmology. The fact tha
traditional \alue stoks dominae, but tedh holds a signi€ant
stale, reflects the dbrts of mangers Jim Benson and @le
McGregor to focus on highequality gowth companies with
strong balance sheets. Stilheir sto& seach is based onalu-
ation — to mak it into the pdfolio, a sto& must sell aa dis
count of & least 40% to estinbed intinsic value The mangers
also put a gea deal of emphasis on edngs yield which is the
inverse of a P/Eatio. In eaty 2000,mary stoks had earings
yields of less than 3%yhile the 10-garTreasuy note yielded
more than 6%Today, accoding to the margers, mary stoks
have eanings yields of mar than 10%implying tha expecta
tions for stoks ae \ery positve. Recent aditions to the pdr
folio include Institubrm Tecdhnolagies, a leading povider of
saver replacement seices thais well situged to benef from
a replacement ycle in nunicipal sever systems; Sebeam
Com., which has a pa&nted 6od iradigion process; and
Tuppervare Cop., which should benéf from its stong band
name andxpanding distibution channels.

Oakmak Funds,Two Notth La Salle Steet
Chicago, IL 60602-3790(800) 625-6275

Third Avenue Small-Ca Value (TASCX)

“Safe and beg” is the manta thd drives the élks & Third
Averue Small-Cp Value Their ciiteria for the“safe” portion of
the manta: strong inancescompetent mamgement,and under
standale businessedAs for the“cheg” requirement — the stdc
price must be substantigllbelov a conserative valuaion of the
business as a peate entity or as a takover candidge. The fund
is concent@ted — manger Cutis Jnsen will tak substantial
positions in &vored sto&s, and industy positions myg build as
well. Just thee industies accountdr 88% of assetsechnology
hamdware, financial sevices,and industial maerals. And the
manayer is not gainst letting the cash positiomild if he cant
find stoks tha meet his dteria. Cash vas 12% of the pdtfiolio
on Setember 30put had delined to nedy zero two months
later. ensen mgbe ealy in buying beden-davn stodks, sud as
ComwerseTedhnology and Sycamar Networks, but sudy moves
are indicdive of the manger’s de@ value gproad. $

Third Averue Fundsy/67 Third Averue Fifth Floor
New York, NY 10017(800) 443-1021
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