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MONEYLETTER...

“Serving Investors Since 1980”

I The model portfolios
; Conser\/_atl\/“e ” Here are the changes we will be making to the three
With a Capltal C Conservative model portfolioMoNEYLETTER Conservative—

The Hotline of February 11 had already recommended the sale
of Ariel Fund to be replaced by American Century Inflation
We are changing the allocations of the Conservative portfddjusted Bond Fund. (The Ariel sale advice was independent
lios to make the portfolio even more conservative than it is no@f.the new allocation. It held for all portfolios.) In addition, we
We are putting more weight on the capital preservation aspectif switch $5,000 from the money fund position into the
the portfolio than ever before. American Century bond fund. Next, we will switch Oakmark
We are doing this because it is apparent that, after the thrédebal into Dodge & Cox Income Fund, a medium-term diver-
year bear market, many investors’ tolerance for risk has dimisified bond fund. We will also switch $4,000 from the money
ished to an extremely low level. Risk-tolerance for these investdugd position into the Dodge & Cox fund.
hasn't dwindled to zero, but it is closer to that point than it has Fidelity Conservative—We will sell Fidelity International
been since the late '70s. You need only look at the flow of fun@gowth & Income and switch the funds into Fidelity Investment
out of stock funds and into bond funds to appreciate the chang&nade Bond. We will also switch $6,000 from the money fund
risk tolerance that has taken place. position into Investment Grade Bond. We will sell Fidelity
This is not to say that our Conservative portfolio’s allocation iGapital Appreciation and switch the funds into Fidelity
the past has been particularly risky. The latest issue of The Hultbetermediate Government Bond Fund. We will also switch
Financial Digest finds the risk level of the Conservative portfolios @nother $1,000 from the money fund position into the
be “Lo.” (The other two asset allocation portfolios are labelddtermediate Government Bond Fund.
“Avg.”) But even “Lo” caries more risk for many Conservative  Vanguard Conservative—We will sell Vanguard Capital
investors than they want to bear in the post-bubble market of tod®pportunity and switch the funds into Vanguard Inflation
It is with these investors in mind that we are lowering the ridkrotected Bond Fund. We will also sell Vanguard International
profile of the Conservative portfolio. This is in keeping with ouGrowth and switch those proceeds into Inflation Protected
original purpose of offering three separate portfolios differentiat&dnd. We will sell $2,000 of Vanguard Strategic Equity and
by risk. Risk tolerance for any group of investors is not a fixed elwitch the funds into Vanguard Total Bond Index Fund. We will
ment of the investment universe. It changes as market experiedlse sell $5,000 of Vanguard Money Fund and switch the
changes, and the Conservative investor of today is not tr@ceeds into Total Bond Fund.
Conservative investor of the '90s. As risk tolerance changes £yl menu
must our advice, if it is to be useful. With that in mind, we have  our purpose in offering three distinct asset allocation port-
fashioned the new allocation fqr the Conserv_atlve mode_l portfoligglios, differentiated by risk, is to provide investors with as
We are now recommending the following allocation for yjide a range of investment choices as possible. By the changes
Conservative investors:Domestic Equity Funds—35%, Bond e are now making we have shifted the Conservative portfolios
Funds—45%, Specialty Funds—10% and Money Fundsgeeper into the low-risk range. We believe this is the range
10%. The major changes are that we have eliminated the intg{estors desire after the repeated disappointments of the last
national stock fund allocation, lowered the domestic equifjiree years. We think the new attitude toward risk will be with
allocation and raised the bond fund allocation considerably. s for some time. It will take some time for the scars of the bear
market to disappear.

by Walter S. Frank, Chief Investment Officer

Market Trends
Trailing Forward A Trader’'s Market

12-Mo Trend  6-Mo Estimate This year's market has given us more of the same,
Economy Higher Higher .
e Fales Ly Flat/Higher rallies foIIovv_ed by seII—c_)ffs. Some. commentators have gone so
Dollar Lower Lower far as to believe that this pattern is now a settled feature of the
Inflation Flat Flat/Higher market until further notice. It does seem that way, but we
Dow Lower Higher believe that sheer coincidence has created the appearance of a
NASDAQ Lower Higher pattern. Last year and earlier it was disappointing economic
Europe Lower Higher performance that snuffed out the rallies. This year it is rising
Japan (Nikkei) Lower Higher and falling concern about an Iraq War that is creating the short-
Hong Kong (Hang Seng) Lower Higher term market cycles.

(continued on page 2)
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2 ANALYSIS

(continued fom paje 1)

The toube with these ycles is thathey are unneving to
traditional irvestos. We can tell ly the extremely low volume
tha much of the day action in the mé&et so &r this year
reflects tading actiity and not inesting as nomally conceved
For trades, technical conditions & all. Their moves in and out
of a sto& or the maket does not hae nmuch of arything to do
with the futue outlook of indiidual companies or the econgm
Wha madters ae “resistance Mels” or “suppot levels” and
whether these els hold or a& penetsted We're simplifying
of course Trading irvolves maw tools and indictrs, but all the
tools hae the same hamcteistic. They are inner looking
looking only a the maket’s intenals.

Hedg funds ae the master pleers of the tading game and
by their \ery naure hedg funds ae oppotunistic with \ery
shott time-hoizons.They have no commitment to either side of
the maket. Shot-run perbrmance is alland thais the néure of
the beastToday’s maket is a hedg fund maket.

Where have investols gone?

We sound like a boken recod, but we think it is olvious
that investos hae retreged to the sidelines in thede of the
uncetainty ceaed ly the laq issue Uncetainty is not ony
affecting irvestos, it is also afecting the econoyn As Alan
Greenspan said onebruary 11 in his semianml report to
Congess, “The intensiication of geopolitical isks males
discening the economic pla ahead especigldifficult. If these
uncetainties diminish considebly in the near ten, we should
be dle to tell far better wether ve ae dealing with a bsiness
sector and an econgnpoised to gow more apidly—our moe
probable expectdion—or one thais still laboring...”

Faced with sule uncetainty, wha should iwvestos do?A
pah tha more than one ivestor has tadn is to etred altogether

upward. We ae talking lav-ball profit estimdes in todg's
uncetain ervironment.

We think the best bebf investos tody is to maintain a
steag course with a dollop of caution in constting their
portfolios. Caution comes not gnin the allocéion but also in
the indvidual funds bosen.Tha is wha we hare been doing
with our model pdfolios. We do belige pdience nav will be
rewarded $

MONEY MANAGEMENT &
FINANCIAL PLANNING SER VICES

PRI Financial Advisors Inc. (formerly Principal Resource
Inc.) is the exclusive provider of the “MONEYLETTER
Managed Account Program.”l PRI now also provides
complete Financial Planning services for clients with
more complex needs.

For more information, contact us:

* ToLL-FREE: (800) 707-2060

* FAX: (508) 429-0940
* E-MAIL: info@priadvisors.com
* WRITE: PRI Financial Advisors Inc.

360 Woodland St.
Holliston, MA 01746

1As an independent Registered Investment Advisor, PRI
Financial Advisors 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. Minimum investment
is $100,000.

from the stok market. There mgy be times wen thais wiseg but
they are \ery few, and nev is not one of them.

We hare two reasons dr tha view. The frst is the one
implicitly given by Chaiman Geenspan.The econom has
stated to ecover, although halting}, but the odls ae high tha
once the laq uncetainty is esolhed gowth will acceleate to a
modeetely rapid rate.

The secondeaason is thastoks ae relatively cheg. We
know all the aguments hout histoic price-eanings atios,
etc, etc But the onedct those ayjuments coveniently forget
is tha interest etes ae & histoiically low levels nav, and thee
is little reason to see intest mtes maing consideably higher
for some time

We knav tha today’s rates will not last érever, and no
investor should assume thtaey will, but the inteest iate per
spectve does justify higher than noal ratios. Right nev,
though,looking & the ldest recast earings br the S&P 500
over the ngt twelve months (and thidancludes ecent dan-
ward revisions),the S&P 500 is sellingtal5.0 timesthose
eamnings.Tha is very close to the histic average ratio. There is
room for the etio to rise once some of the untanty is lifted

Much more impotant, once the econoyshavs signs of
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MONEYLINE MODEL PORTFOLIOS 3

The Secet Recwery

While the maket is fxated on laq, very little notice is
being talen of the act tha the ecent déa ae telling us tha
the econom contirues to impove. The impovement is
cettainly hesitant and &gile, but improvement theg is.As we
have been pointing outecenty the svings in auto incenties
and poduction hae Hurred what is actualy hgppening to the
overall econony. Alan Greenspan putdsh on this obsegation
in his testimogy to Congess on Ebruary 11. He said
“Excluding both the wings in auto and trck production and
the fuctudions in non-motowehide inventolies, economic
actvity has been madng up in a considably smoother
fashion than hasverall real GDP Final sales,excluding
motor \ehides, are estiméed to hae risen & a 21/4 percent
anrual rate in the burth quater after a similarl3/4 percent
advance in the mvious quater and an\aerage of 2 pecent in
the frst half”

So we hare an economtha is actualy growing & about a
2% anmial rate. The most ecent dta sugest tha the econom
is actualy growing somevha faster nav. The suppf manaers,
both in the manfactuing and serice sectos, reported tha nev
orders were stong in December andaduarly. Jarualy retail
sales,while davn overall because of autosyere up,excluding
autos and gsoline by a big 1.1%.The &nualy emplo/ment
numbes, even after the ater is emoved, suggested somever-
all improvement With these and other ombes, the doulte-dip
talk has takn a dip of its wn.

Of coursg as we hare said none of this is making a dent
on the maket with its peoccupéion with Iragq. Futhemore,
the lrag-relaed uncetainty tha has emeloped the econoynis
holding bak the one ingedient tha is needed to kic the
econony into a higher gar:business imestment.

Neverthelessthere is good reason to belie tha even hee
there is a basisdr optimism. In the Ebruaty 24 issue of
Busines3\eek the magazines economist wtes, “Well her’s
a navs flash: the ebound in caital spending dr high-ted
equipmentsome 55% of all equipment ougks is alread/ well
under vay.” It is the spendingdi traditional mabinety tha is
lagging. Anecdotal gidence sugests tha if, and when, the
current uncetainty is lifted tha spending will bgin to flow.
The econom is by no means tliving, but the péient’'s dhatt is
looking consideably better

Portfolio changes

The Hotline of Ebrualy 11, recommended the sale of
Fidelity Equity-Income Il in all thee Rdelity family portfolios.
The fund vas svitched into kdelity Contafund Il in all thee
portfolios.

The same Hotline alsecommended the sale Afiel Fund
in all three MoneyLETTERpOItfolios. In theVentuesome and
Moderate potfolios, the fund vas svitched into RS Bitners. In
the Conserative Model Prtfolio, the fund vas svitched into
American Centuwy Inflation Adjusted Bond Fundin line with
the nev allocdion for the Consesative potfolios.

Details of the tansactions will ppear in the nd issue $

MONEYLETTER (800) 890-9670

service@mone yletter .com

CONSERVATIVE

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

Specialty
10%

Domestic Stock
35%

Money Funds
10%

Bond Funds 45%

M ODERATE

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

Domestic Stock 65%

Money Funds 10%

Bond
Funds
15%

Int'l
Stock 10%

VENTURESOME

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

Money Funds 15%

Domestic Stock 85%

SELECT

Seeks maximum long-term growth by
assertively upgrading fund positions

Amer. Cent. Prudent Bear
Int'l Bond (BEGBX) (BEARX)
25% 25%
Fidelity Select

Yacktman (YACKX)

Multimedia (3%) (FBMPX)
25%

25%

January 24, 2003



4 FUND SCORECARD & RECOMMENDATIONS

Domestic Stoc k Funds S I3
RANK 5 & & _ TOTALRETURN _ PRICE RISK
2114 1Mo 6Mo Ticker Fund &35 8| | PER  [g. NTF/
2003 Ago Ago Symbol FUND NAME (Max. Load) Type g S ¥ 1mo. 6mo. 12mo. SHARE Dev. Beta wtf
1 6 26 VCVSX Vanguard Convertible Securities Convit B B B -3.6% 6.7% 51% $1038 204 069 fsw
2 1 1 YACKX  Yacktman Fund MC B B B 9.0 39 41 11.66 18.2 055 FSW
3 2 6 RSPFX RS Partners SC * B B 5.7 35 0.2 17.54 - 059 FSW
4 3 - HSGFX  Hussman Strategic Growth (1.5%r<180d) MCGro B B B 0.9 232 9.0 12.44 - - fow
5 12 65 FCVSX Fidelity Con vertible Securities Convit B B B -4.1 54 -10.2 1633 274 089 Fsw
6 201 215 GINLX Gintel Fund (2%r<45d) MC H H H -0.2 515 -19.1 8.65 49.8 120 fsw
7 7 - RYSEX  Royce Special Equity (1%r<180d) SCVal B B B 6.1 -39 30 1336 159 036 Sw
8 - - OAKBX  Oakmark Equity&Income Bal H H H 5.7 -1.2 5.4 1723 106 037 FSW
9 5 7 PRWCX T.Rowe Price Cap Appreciation LCVal B B B 6.4 -1.9 -45 1377  10.7 024 fsw
10 17 97 LMOPX Legg Mason Opportunity Trust MC B B B -12.6 &5 -11.6 7.93 - - -
11 64 228 TGMCX TCW Galileo Aggressive Growth MCGo * (B (B -118 104 315 780 380 18 sw
12 11 19 LMASX Legg Mason Special Investment Trust MC B B B -12.4 0.4 9.0 28.09 30.6 118 w
13 8 8 FFTYX  Fidelity Fifty (.75%r<30d) LC B B B -10.3 -19 -6.8 15.45 28.2 087 Fsw
14 20 35 LLPFX  Longleaf Partners MCVal B B B 8.7 -1.7 -10.1 2164 201 058 fsw
15 14 10 NBGNX Neuberger Berman Genesis (c losed) SC B B B 6.3 -4.6 9.3 1857  19.6 062 fSwW
16 15 14 TWEIX  American Century Equity Income MCVal B B B -15 -4.1 9.4 619 151 044 FSW
17 9 73 LMVTX Legg Mason Value LCVal B B B -12.6 1.0 -15.0 3884 281 116 w
18 36 22 RYPRX Royce Premier (1%r<180d) SC ® B ® 17 -38 107 885 187 062 FSW
19 21 9 RYTRX  Royce Total Return (1%r<180d) SCVal B B B -8.0 A7 8.2 790 136 041 FSW
20 38 17 PRNEX T Rowe Price New Era C H H H 5.0 5.7 -10.8 1952 267 072 fsw
21 40 30 MUTHX  Mutual Shares (1%) CIZ MCVal H H H 5.0 -5.0 -125 16.32 16.6 062 sw
22 62 - FCONX  Fidelity Contrafund Il (3%) LC H H H -7.6 -1.8 -175 8.38 185 098 fsw
23 32 15 PRSVX T Rowe Price S-C Value (closed,1%r<1yr) SCVal H H H 8.2 -4.9 9.7 2058 164 044 fsw
24 13 5 AVALX  Aegis Value Fund SCVval B B B -8.9 5.7 -6.7 11.79 18.2 031 fw
25 46 36 BEGRX Mutual Beacon (1%) CIZ MCVal H H H 5.6 5.6 -135 1091 159 058 sw
26 27 108 WVALX  Weitz Value Fund MCVal B B B -10.1 1n0 -19.3 26.18 16.6 052 SW
27 150 147 ACBGX Bonnel Growth Fund (.25%r<30d) MCGro H H H -10.3 -15 -185 11.28 43.9 110 fsw
28 29 120 STCSX  Strong Advisor Common Stock (closed) MC H H H 9.8 -12 -19.9 1523 232 095 FSW
29 60 - GAATX  Liberty Asset Allocation CIZ Gal H H H 6.5 5.1 -15.3 1233 114 061 f
30 79 40 MQIFX  Mutual Qualified (1%) ClZ MCVal H H H 5.7 -6.1 -145 13.52 16.9 0.61 sw
31 55 - VISGX  Vanguard Small Cap Gr owth Inde x SCGro H H H 75 -4.3 -17.9 866 282 085 w
32 98 46 PENNX  Royce Penn Mutual (1%r<180d) SCVal H H H 8.2 -4.9 -15.4 620 167 051 Fsw
33 194 212 SCDVX  Scudder Development MCGro *§ S -84 04 -28.7 13.62 419 147 FSW
34 126 171 FDCAX  Fidelity Capital Appreciation MC H H H 9.1 -2.6 -20.4 15.80 315 126 fsw
35 90 27 BSCFX Baron Small Cap SCGro H H H -6.9 -5.9 -16.4 1264 280 107 FSW
36 58 52 BEMVX Berger Mid Cap Value MCVal H H H -8.1 5.1 -16.8 14.01 233 080 FSW
37 81 99 WBSNX WmBIair S-C Growth N (1%r<60d) SCGro H H H  -104 30 -19.2 12.59 - 095 FSW
38 65 13 BERWX Berwyn Fund (1%r<180d) SCVal H H H -85 (il -12.0 16.24 18.7 041 fsw
39 9 3 EEQFX Eclipse Small Cap Value SCVal S 8 § -6.0 -10.1 -8.6 11.02 18.6 0.75 FSW
40 50 39 STDIX  Strong Discovery MCGro H H H 8.2 6.1 -15.5 1367 251 083 FSW
41 18 - FEXPX  Fidelity Export & Multinat'l (.75%r<30d) LC B B B 111 24 -20.8 1296 185 091 fsw
42 22 20 OAKLX  Oakmark Select (closed) (2%r<90d) MCVal H H H -71.8 -7.0 -14.4 2291 26.2 0.83 FSW
43 54 21 FCNTX  Fidelity Contrafund (3%) LC H H H 6.5 -8.0 139 36.52 20.1 084 fsw
44 180 211 NEEGX  Needham Growth Fund (.75%r<30d) MCGro S S S 9.3 0.7 279 1931 50.6 111 FSW
45 19 24 DODGX Dodge & Cox Stock LCval H H H -10.4 5.6 -14.6 83.27 19.8 0.64 sw
46 26 83 GABAX  Gabelli Asset MmC H H H -10.2 -4.6 -174 2650 172 0.76 FSW
47 30 - FGRTX  Fidelity Growth & Income I @ H H H 94 -5:0! -17.8 7.27 137 0.76  Fw
48 45 72 WPSRX  Westport Small Cap R SCVal H H H -10.0 4.2 -194 1541 - - FSW
49 23 23 TRMCX T.Rowe Price Mid Cap Value MCcval  H) (H) ) -100 6.2 -14.6 1412 159 0.60 fsw
50 89 75 OTCFX T.Rowe Price Small Cap Stock Fund SC H H H 9.2 5.1 -18.7 20.07 220 073 fsw
51 73 94 MPSCX  MSI Small Cap Value (closed) SCVal H H H -8.8 55 -18.4 13.95 255 0.77 fsw
52 76 50 HRTVX Heartland Value (1%r<90d) SCVal H H H 9.9 5.8 -16.6 2937 225 063 FswW
53 31 - VSEQX  Vanguard Strategic Equity MCGro H H H 8.2 7.2 -16.1 1252 172 082 fsw
54 94 - VALSX  Value Line Special Situations MCGro S S S 6.5 1.7 -17.4 1533 286 0.88 FSW
55 51 38 FDVLX  Fidelity Value MCVal H H H 93 7.3 -149 43.45 22.8 064 Fsw
56 101 195 SACPX  Salomon Brothers Capital (closed) MCVal H H H -11.8 2.0 243 18.60 220 085 sw
57 160 96 TAVFX  Third Avenue Value MCVal S 8§ & -8.0 -6.8 -18.3 29.05 16.0 0.61 FSW
58 143 167 JAENX  Janus Enterprise MCGro S S S 1.7 5.0 234 2191 541 159 FSW
59 83 163 OBEGX Obenweis Emerging Growth SCGro H H H -14.2 -1.0 -23.8 1452 487 149 FSW
60 121 144 SLSSX  Selected Special Shares MCGro S S 8 -10.4 -39 224 8.06 239 1.04 sw
61 68 - RSMOX RS MidCap Opportunities MCGro H H H -10.3 232 -24.6 6.92 27.0 1.06 FSW
62 122 56 TASCX  Third Avenue Small-Cap Value SCval H H H -10.1 14 -15.1 1277 175 058 FSW
63 129 45 LSSCX  Loomis Sayles Small Cap Value SC S § S -7.9 -7.8 -175 17.05 194 069 sw
64 133 202 JASSX  Janus Special Situation MCGro * H H 9.9 231 -26.6 1019 296 118 FSW
65 59 32 CRIMX CRM Mid Cap Value Ins MCVal S S S 8.1 6.9 -19.8 14.58 - - -
66 80 18 BGRFX  Baron Growth SCGro S 8 8 -7.9 -8.6 -16.0 25.19 254 106 FSW
67 66 33 CRMMX CRM Mid Cap Value Inv MCVal S S S 8.1 7.0 -20.0 14.49 - - FSW
68 44 11 FLPSX  Fidelity L P Stoc k (3%&1.5%r<90d) SCVal H H H 9.8 9.0 -12.8 2365 166 057 fsw
Bold fundsare curently held inMoNeyLETTERMOdel potfolios. Beta fund's coreldion to the maket (S&P 500 = 1.0)A fund with a
Advice: B=Buy, H=Hold, S=Sell(B),H),(S= adice nav this issue beta geeer than 1.0 is merwlatile than the S&P 500.
*=not for this potfolio. NTF/wtf NO TRANSACTION FEE/with tansaction ée (F/f) br
Std Dev.: Standad Deviation based on #iling 3-yr. retums. Fidelity, (S/s) br Stwab and (W/w) ér TD Waterhouse
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FUND SCORECARD & RECOMMENDATIONS 5

Domestic Stoc k Funds S &
RANK 5 & § _ TOTALRETURN _ PRICE RISK
214 1Mo 6Mo Ticker Fund £ 5 & | | PER [sig.  lwim
2003 Ago Ago Symbol FUND NAME (Max. Load) Type G S ¥ 1mo. 6mo. 12mo. SHARE Dev. Beta wtf
69 158 213 VHCOX Vanguard Cap Opp ($25,000&1%r<5yr) McGro (S .S (S -107 2.6 -28.0 1631 381 106 fsw
70 85 49 DNLDX  Dreyfus New Leaders MCGro S S S 8.9 8.2 -16.9 3268 252 092 FSW
71 99 87 VEXMX Vanguard Extended Market Inde x MC H H H -9.6 -6.6 -20.2 1754 314 117 fsw
72 47 41 TWVLX  American Century Value MCVal CS S <% 94 8.1 -16.8 557 204 059 FSW
73 10 48 SMCDX Strong Mid Cap Disciplined MCVal H H H -12.3 6.4 -17.0 1380 234 092 FSW
74 183 123 FMILX  Fidelity New Millennium (3%) (closed) MCGro S S S 99 5.3 -23.8 20.75  59.0 167 fsw
75 147 91 TUDRX  WPG Tudor SC H H H 9.7 5.7 231 10.52 38.9 120 FsW
76 127 166 MNSCX Montgomery Small Cap SCGro S S S 95 -4.8 -25.8 6.88 385 131 s
77 113 196 CUEGX CS Warburg Pincus Emerging Growth MCGro H H H 9.6 -4.0 -27.9 1817 355 126 FSW
78 189 179 SSMGX  SIT Small Cap Growth MCGro (S /§ 5 -89 5.3 -25.7 17.51 545 132 FSW
79 16 116 THPGX  Thompson Plumb Growth LC H “H'(H -13.9 -33 -23.3 3229 196 069 fsw
80 228 229 FDEGX  Fidelity Aggressive Growth (0.75%r<90d) LCGro *§ S -85 11 -36.9 10.75 53.5 175 fsw
81 52 57 SLASX  Selected American Shares LCVal SEECIRS 9.0 -84 -17.9 2417 205 092 sw
82 137 112 JAVLX  Janus Twenty (closed) LCGro S 5§ 8 8.9 6.4 233 2790 381 143 FSW
83 139 151 ARTMX Artisan Midcap (closed) MCGro S S S 9.6 5.9 -23.6 1841 355 111 FSW
84 188 201 TGVOX TCW Galileo Value Opportunity MCVal § & 8 -11.4 2.7 -28.8 12.85 313 097 -
85 114 126 RPMGX T.Rowe Price Mid Cap Growth MCGro S S S 95 6.4 225 2922 245 112 fsw
86 28 61 PRFDX T Rowe Price Equity-Income LCval S § S -11.0 -7.6 -18.0 18.53 16.7 053 fsw
87 67 115 FTRNX  Fidelity Trend LC S S S 9.9 -6.6 -22.2 36.90 273 116 Fsw
88 111 176 PRNHX T Rowe Price New Horizons SCGro *§ S -109 -4.3 264 1550 378 124 fsw
89 191 209 FMCSX  Fidelity Mid-Cap Stock (.75%r<30d) MCGro S S S -8.9 4.7 -28.8 15.41 339 072 Fsw
9 49 84 FEQTX Fidelity Equity-Income Il Gél S (6 -116 -6.7 -19.9 1627 172 074 Fsw
91 100 - FSLCX  Fidelity Small Cap Stock (2%r<90d) SCGro H H H -10.8 6.7 213 1094 228 078 F
92 48 12 ARGFX Ariel Fund scva (S8 (9 (S 100 -102  -138 3210 189 040 FSW
93 77 104 MUHLX  Muhlenkamp Fund MCVal 8 8 5 -10.5 -6.7 -21.8 40.30 264 091 FSW
94 117 191 JAMRX  Janus Mercury LCGro * S S -10.2 -4.2 -28.6 1395 425 143 FSW
95 251 227 HAGWX Harbor Growth MCGro * § S 0.0 -4.5 -43.6 6.57 515 149 sw
96 78 106 PRGFX T.Rowe Price Growth Stock LC S S S -10.0 -6.7 232 1766 229 106 fsw
123 42 71 VEIPX  Vanguard Equity-Income LCval H H H -10.0 9.3 -195 1762 160 055 fsw
169 86 - VCVLX  Vanguard Capital Value LCval H H H -114 7.1 279 6.84 - - fsw
187 24 4 VUSVX  Vontobel U.S. Value (2%r<360d) LCVal S (& (S -104 -13.7 -15.2 17.39 220 044 FSW
213 4 2 CFIMX  Clipper Fund LCval S (8 147 127 -14.8 68.78 157 030 Fsw
Dow Jones -10.6% -9.5% -20.9% indexes do not
NASDAQ -10.3 -1.8 -28.9 include dvidends
S&P 500 -10.4 -9.2 -25.2

International Stoc k Funds

1 1 1 MACSX Matthews Asia Growth&Income (2%r<90d) Pacific B B B -2.3% 0.4% 6.0% $1033 144 - FSW
2 19 23 ICHKX Investec China & Hong Kong Pacific ~(B) B (B}  -26 -05 -83 1048 392 - FSW
3 3 6 BJBIX Julius Baer International Equity A Intl B B B 6.9 3.7 6.3 1890 2838 - FS
4 13 7 FIPNX  Fidelity Japan (3%&1.5%<90d) Japan * H H 25 -10.1 0.2 8.31 34.8 - Fsw
5 10 4 DRFMX  Dreyfus Emerging Market (1%r) Intl * B B 1.2 36 95 1075 218 - FSW
6 28 42 PRIDX T.Rowe Price Intl Disc. (closed,2%r<lyr) Intl ® ®® 39 39 153 1571 371 - fow
7 2 12 OAKGX Oakmark Global (2%r<90d) Global B B B -11.5 2.0 -11.0 11.96 - - FSw
8 22 9 MAPTX Matthews Pacific Tiger (2%r<90d) Pacific H H H -1.5 -4.6 -11.8 804 471 - FSW
9 8 17 FDIVX Fidelity Diversified Intl (1%r<30d) Int'l B B B 6.2 6.1 -11.1 16.45 204 - Fsw
10 20 22 SIPNX  Japan Fund (Scudder) (2%r<180d) Japan * H H 46 -119 46 601 314 - FSW
11 6 15 HAINX  Harbor International Int! B B B 9.8 5.0 -12.6 2515 178 - Sw
12 18 14 VPACX  Vanguard Pacific Stock Index Pacific * H H 2.8 -12.1 6.7 581 247 - fsw
13 4 25 USIFX USAA International Intl B B B -8.6 6.4 -131 14.18 18.1 - w
14 9 27 VEIEX  Vanguard Emerging Mkts Stk Inde x (0.5%r) Int'l * B B 9.9 -45 -16.9 729 323 - fsw
15 43 19 FIVFX Fidelity Aggressive Intl. (1%r<30d) Intl H H H 6.7 14 -15.1 10.25 25.6 - Fsw
16 7 26 MNEMX Montgomery Emerging Mkts (closed) Intl * B B 9.7 -4.9 -17.2 758 316 - FSW
17 23 16 FIGRX  Fidelity International G & | Intl H H H -7.0 -85 -12.6 16.06  22.0 - Fsw
18 61 53 WPJGX CS Warburg Pincus Japan Grth (2%r<180d) Japan S § S 16 9.8 -22.3 3.87 527 - FSW
19 17 39 SCOBX Scudder Global Global H H H -6.6 74 -18.1 17.14 16.7 - FSW
20 16 10 FPBFX  Fidelity Pacific Basin (3%&1.5%r<90d) Pacific * H H 54  -111 -10.7 1239 300 = Fsw
21 24 8 OAKEX  Oakmark Intl Small Cap (closed,2%r<90d) Intl H H H -7.0 -10.0 -11.6 9.95 25.6 - FSW
22 48 2 MJIFOX  Matthews Japan Fund (2%r<90d) Japan * § S -1.8 -15.9 5.2 8.19 - - FSW
23 21 41 SGSCX  Scudder Global Discovery (closed) Intl H H H 6.8 -7.0 204 1803 344 - FSW
24 12 3 VNEPX  Vontobel International Equity (2%r<360d) Intl H H H 8.2 -10.8 -8.8 1105 211 - FswW
25 14 18 FEMKX Fidelity Emerging Mkts (3%8&1.5%r<90d) Int! H H H 9.6 6.9 -16.7 6.89 329 - fsw
26 29 30 SWINX  Schwab International Index (1.5%<180d) Intl H H H 1.7 -85 -16.5 986  18.0 - S
21 271 21 PFIFX Preferred International Intl H H H 8.0 98 -12.9 984 174 - w
28 11 56 SLAFX  Scudder Latin America LatinA * H H -12.9 -32 -23.0 1491 377 - FSW
29 5 38 USAWX USAA World Growth Int! H H H 9.8 14 -19.4 11.35 20.0 - w
30 41 40 LSIEX Loomis Sayles International Equity Intl S 8§ 8 14 -89 -19.7 775 322 - fsW
31 40 13 PRASX  T.Rowe Price New Asia Pacific H H H .7 -104 -17.0 5.48 33.6 - fsw
32 46 45 STISX  Strong International Stock Int! S S S 6.9 9.7 -204 693 305 - FSW
33 30 24 OAKIX  Oakmark International (2%r<90d) Intl H H H -11.3 9.0 -15.7 12.14 243 - FSW
37 34 34 VWIGX Vanguard International Growth Int| ORORS 82  -103 -19.1 1159 176 - fsw
59 55 5 FSEAX  Fidelity SE Asia (3%&1.5%r<90d) Pacific * H H 9.9 -145 -20.6 9.31 385 - fsw

MONEYLETTER (800) 890-9670 service@mone yletter .com February 21, 2003



6 FUND SCORECARD & RECOMMENDATIONS

Bond Funds S g
RANK g 5‘% & _ TOTALRETURN _ PRICE
214 1Mo 6Mo Ticker Fund g5 s | PER g4 NTH
2003 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 25% 11.4% 29.3% $12.59 10.65 2.03% fSW
2 - - RPIBX T. Rowe Price Int'l Bond Int'l ook Ok 14 7.9 241 9.48 9.38 2.66 fsw
3 - - FHYPX INVESCO High Yield Highyld =* * * -0.2 14.0 8.6 334 1385 911 FS
4 = - BTFTX Amer. Cent. Target 2015 ZeroCpn * * * 3.2 4.9 18.5 64.45 1407 4.44 fSW
5 - - VIPSX Vanguard Inflation Pr otected Sec IntTerm @ *oox 2.8 5:3 17.8 12.10 - 3.84 sw
6 - - SSTGX Scudder Global Bond S-T (closed) Int'l ook ¥ 15 7.0 15.1 10.01 445 3.85 FSW
7 - - FNMIX  Fidelity New Markets Income Int’l ook % -0.8 12.9 3.8 1152 1324 7.25 Fsw
8 - - BTTTX Amer. Cent. Target 2020 ZeroCpn * * * 3.8 4.1 18.4 4584 17.21 467 fSW
9 - - SPHIX  Fidelity High Income (1%r<270d) Highyld B B * -1.6 12.5 4.7 7.66 11.29 7.44 Fsw
10 - - ACITX  Amer. Cent. Inflation Adj IntTerm ®) * * 2.6 4.8 15.9 10.89 501 3.68 fSwW
11 - - BTTNX Amer. Cent. Target 2010 ZeroCpn * * * 21 4.6 16.5 81.24 1594 429 fSW
12 - - FBDSX INVESCO Select Income IntTerm * * * 0.4 8.2 5.9 5.23 582 584 FS
13 - - MGFIX Managers Bond Lngterm * * % 0.5 5.6 11.3 23.47 595 527 FSW
14 - - BTTRX Amer. Cent. Target 2025 ZeroCpn * * * 3.2 1.8 15.9 37.78 2042 542 fSW
15 - - STCBX Strong Corporate Bond Lngterm * * * 0.4 8.4 83 10.01 591 6.20 FSW
16 - - VWEHX Vanguard High Yield Corporate Highyld B B * -0.8 8.8 3.0 5.89 751 846 sw
17 - - DODIX Dodge & Cox Income IntTerm (B} * * 0.3 5.1 9.7 12.79 330 5.13 fsw
18 - - SRINX Liberty Income CIZ IntTerm (B) * * 11 5.2 7.4 9.60 430 5.89 FSW
19 - - NIBDX Eclipse Bond Lngterm * * * 0.8 5.3 6.7 9.87 3.76 465 SW
20 - - KIFIX FifthThird Bond Lngterm * * * 1.2 4.1 9.3 10.24 471 461 w
21 - - DRBDX Dreyfus A Bonds Plus IntTerm * * % 0.7 4.9 7.9 13.95 447 5.08 FSW
22 - - BUFHX Buffalo High-Yield (2%r<180d) HighYld B B * -0.6 6.8 4.8 9.76 6.36 6.36 FSW
23 = - NIBX  Eclipse Indexed Bond IntTerm ook 0.8 & OIS 10.97 372 5.00 SW
24 - - USAIX USAA Income IntTerm B) * * 11 4.0 8.4 12.42 412 530 w
25 - - VUSTX Vanguard L-T Treasury Lngterm * * * 1.6 2.0 12.6 11.66 9.12 495 fsw
26 - - PYGFX Payden Global Fixed Income Int'l ¥k % 1.3 3.7 8.2 10.28 332 3.88 fswW
27 - - VWESX Vanguard Long-Term Corporate Lngterm * * * 1.3 3.0 9.9 9.19 759 6.00 fsw
28 - - SCSBX Scudder Income (closed) IntTerm (B) * * 0.8 4.1 7.7 12.80 3.74 496 FSW
29 - - FBDFX Fremont Bond IntTerm (B) * * 0.2 4.2 7.7 10.43 407 3.60 fsw
30 - - WPGVX WPG Core Bond IntTerm (B) * * 0.7 3.5 8.4 10.47 387 3.78 FsW
31 - - PRPIX T.Rowe Price Corporate Inc Lngterm * * * 0.3 5.2 43 9.17 475 6.77 fsw
32 - - PRULX T.Rowe Price U.S. Treas. L-T Lngterm * * * 1.3 24 9.8 12.19 8.66 4.63 fsw
&8 - - MNTRX Montgomery Total Return IntTerm (B) * * 0.5 34 8.4 12.32 3.69 519 FSW
34 - - VFITX Vanguard Intermediate Treas. IntTerm (B) * * 0.7 2.1 11.3 11.72 548 4.81 fsw
85 - - MTOIX Mercury Total Return IntTerm * * * 0.7 3.4 7.8 13.32 372 452 FS
36 - - VALBX Value Line U.S. Govt Sec IntTerm oo 0.9 2.6 9.3 12.08 400 390 FSW
37 - - CPTNX American Government Bond IntTerm (B) * * 0.6 2.6 9.6 1119 478 348 f
38 - - FBNDX Fidelity In vestment Grade IntTerm (B) * * 0.4 3.7 6.8 7.57 3.64 4.02 Fsw
39 - - CMHYX Columbia High Yield Highyld B B * -0.9 6.4 1.6 8.34 571 6.98 fSwW
40 - - VFIIX Vanguard GNMA IntTerm * * * 0.0 1.7 115 10.72 285 547 fsw
41 - - PRHYX T. Rowe Price High Yield Highyld B B * -0.9 5.8 2.4 6.31 7.89 9.30 sw
42 - - STVSX Strong Govt Securities Intferm (B) * * 0.7 2.2 8.9 11.13 3.93 397 FSwW
43 - - SFIUX Safeco I-T U.S. Treasury IntTerm (B) * * 0.8 2.1 8.8 10.92 433 471 FSW
44 - - PTTDX PIMCO Total Return IntTerm (B) * * 0.3 3.1 6.9 10.69 411 396 SW
45 - - FTRGX Federated Total Return Govt IntTerm (B) * * 0.8 1.8 9.3 11.12 493 490 sw
46 - - FSTGX Fidelity Intermediate Go vt IntTerm ook 0.7 2.2 8.4 10.35 347 3.89 Fsw
47 - - SRBFX Liberty Intermediate Bond CIZ IntTerm (B) * * 0.5 4.6 2.8 8.81 3.74 6.07 FSW
48 - - DRGMX Dreyfus GNMA IntTerm * * * 0.5 2.6 7.6 15.18 278 478 FSW
49 - - FTHRX Fidelity Intermediate Bond IntTerm O ook 0.5 3.2 5.6 10.74 3.10 4.68 Fsw
50 - - JAFIX  Janus Flexible Income Multi ook ¥ 0.6 2.9 5.8 9.62 423 494 FSW
51 - - FBDGX INVESCO U.S. Govt Sec Lngterm * * * 0.5 2.0 8.1 7.57 480 352 FS
52 - - PTMDX PIMCO Total Return Mortgage ShtTerm * * * 0.3 2.2 7.9 10.72 288 242 SW
58 - - MGIDX Managers Int. Duration Govt ShtTerm * * * 0.5 2.2 7.3 10.62 287 377 FSW
54 - - SWBDX Schwab S-T Bond Mkt Index ShtTerm * * * 0.5 2.6 6.0 10.20 236 433 S
55 - - FSHBX Fidelity Short-Term Bond ShtTerm * * * 0.3 2.7 5.4 9.00 1.79 423 Fsw
56 - - PRCIX T. Rowe Price New Income IntTerm * * * 0.6 3.0 45 8.92 3.64 468 fsw
57 - - WTIBX Westcore Plus Bond IntTerm * * * 0.0 2.5 6.5 10.29 3.35 6.96 FSW
58 - - SFUSX Safeco U.S. Government IntTerm @ ook 0.3 1.8 7.5 9.83 289 5.00 FSW
59 - - VBMFX Vanguard Bond Market IntTerm * ok 0.4 2.4 5.7 10.35 353 546 fsw
60 - - VFSTX Vanguard Short-Term Corporate ShtTerm * * * 0.3 2.7 45 10.79 219 527 fsw
61 - - SCSTX Scudder Short-Term Bond (closed) Shtterm * * * 0.4 24 5.0 10.67 1.76 445 FSW
62 - - PTLCX PIMCO Low Duration ShtTerm * * = 0.2 25 5.0 10.28 2.09 298 fw
63 - - CFISX Columbia Fixed Income Sec IntTerm @ * 0.5 1.8 6.2 13.52 3.65 4.99 fSW
64 - - MLOIX Mercury Low Duration ShtTerm * * * 0.4 25 4.3 10.00 1.68 3.82 FS
65 - - DRGBX Dreyfus 100 Treasury L-T Lngterm * * * 1.6 15 4.9 16.15 7.67 446 FW
66 - - JAHYX Janus High Yield Highyld B B * -1.1 4.4 14 8.96 6.40 6.99 FSW
67 - - VFISX  Vanguard S-T Treasury Shtterm * * * 0.4 15 6.5 10.81 241 371 fsw
70 - - VAGIX Value Line Aggressive Inc Highyld * B * -0.9 53 -2.0 431 1027 9.36 FSW
73 - - STHYX Strong High Yield Bond (1%r) Highyld * * * -1.9 8.0 -7.6 6.72 1224 10.72 FSW
90 - - NTHEX Northeast Investors Trust Highyld * B * 2.7 -1.3 1.8 6.95 8.15 8.80 fsw
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RETIREMENT PLANNING TOP-YIELDING MONEY FUNDS /

100% U.S. TREASURY FUNDS
Tax Proposal Creaes w3003 1-vear
I 1+ Gabelli US Treasuy MMF 1.02% 1.03% 1.44%
Sa/l ngs Opportu n ItIeS Vanguad Treasuy MMF 0.98 1.04 1.44
(Part |) Fidelity Spatan USTreas MMF 092 098 138
Amer Centuy Capital Presv Fund/la 0.87 0.92 1.30
On Aruary 31,2003 theTreasuy Depatment announced tha | Rowe Pice USTreasuy MF T
President Busls kudget will include two nev savings pioposals Prudential Got SecTr/US Treas/CIA ——0.68 0.71 119
, * ngs pop Schwab USTreasuy Money Fund 068 073  1.09
for gllAmencan;.The frst poposal ceaes two saings acco_unts: Dreyfus 100% USTreas MMF 0.63 0.68 1.16
Retirement Saings Accounts (RSAs)and Lif etime Saings CMA Treasuy Fund 0.61 0.66 1.24
Accounts (LSAs) The second mposal cedes Employer RMK SelectTreas MMF/CIA 058 062  0.99
Retirement Saings Accounts (ERSAs)tha would pomote and ~ USTreasuy MF of America/ClA R B LR
simplify emplgrer sponsad retirement plans. In dt | of our GENERAL PURPOSE TAXABLE FUNDS
review, we will focus on Retgment SeingsAccounts. PayPal MOf/‘@’ Market FU“dI 1.36% 1.39% 1.79%
; RBB MMP/Sansom Sget Class 1.16 1.22 1.66
indi Y\ée el(peCt thaRSAs E:?nd LSAsor thalma}:er) will endble ScudlerYieldWise Mong Fund 1.12 1.13 1.53
individuals to see moe after tax mong to let the mong grow USAA Money Market Fund 112 114 147
tax free and as long asequiements & met, to withdraw Bunker Hill MME 111 1.06 1.60
the accuralated s&ings completgl free of taes. Specitally, McMorgan Pincipal Pesevation Fund ~ 1.11 1.15 1.53
beneits of RSAs intude: TIAA-CREF Moneg/ Market Fund 111 1.13 1.57
Vanguad Pime MMF/Retail 1.11 1.17 1.58
« More people will be ble to sae for retirement (intuding Phoenix-Goodin Money Market Seies/A 1.09 111 1.24
non_v\orking spouses)_ Scudler Pemium Mong Mkt Shis/AARP 1.08 1.10 1.49

TAX-FREE GENERAL PURPOSE FUNDS

« Saving for retirement will be simpler and easiBlote:compenr 7Day  30Day 1-Year

sdion must be equal to oxeeed the conitvution to the RSA.

Strong Tax-Free Mong Fund 1.04% 1.05% 1.33%
« All contributions will be after taxAll distributions (ecept \S/f”g”ah‘/’lTa.x'.E’?TA?;yMF 8'23 (1)'83 1%
for distibutions pior to ae 58,dedh, or disility) will be g it vielawise Muni MF 0ol 090 118
excluded fom taxdle income so all investment eanings Evergreen Municipal MMF/CI | 0.90 0.86 1.25
and after tax contoutions will be distibuted tax-fee USAA Tax Exempt MMF 090 086  1.18
. . T Rowve Pice Summit Muni MMF 0.83 0.84 1.16
RSAs will be ceaed to eplace the confusing alphat soup Scudier Tax-Exempt Mong Fund 0.80 0.81 1.09
of six different qualifed IRA saings accounts. RSAs will opste Amer Centuy T-F MMF/Inv Class 0.78 0.81 117
similarly to curent Roth IRAsAny existing IRA will be pemitted Fidelity Municipal MMF 075 078 114
to contirue, but nev contibutions into“old type IRAs” will end TAX-FREE STATE-SPECIEIC EUNDS
with tax year 2003After tax year 2003gxclusive of llovers, up 7-Day 30-Day 1-Year
to $7,500 after tax mogenay go into a nev RSA. In futue years Vanguad OH Tax-Exempt MMF 1.00% 1.03% 1.35%
the $7,500 conibpution limit will be indeced for inflation, so ~ Vanguad CA Tax-Bempt MMF 097 083 1.27
. . . . . Vanguad NJTax-Exempt MMF 0.93 0.92 1.21
contantpn limits may |pcreaseS|m|Iar to curent Roth IRAsthe Vanguad P Tax-Exempt MMF 093 095 196
mong inside a RSA will accuniate tax fiee; andafter the ge of Vanguad NY Tax-Exempt MMF 0.92 0.90 1.26
58, all contibutions and all pwth may be withdewn tax-free in USAA Tax Exempt CA MMF 0.88 0.87 1.17
portions or in lump sum. Northem CA Mu_ni_cipal MMF 0.75 0.74 1.01
Ownes of curent IRAs mg be pemitted to comert or Ege:!:y ﬁé mun!c!pa: mw 8';8 g'g 1'8%
“rollover” their IRA mong into a nev RSA. Excet for Roth C'M(;' ?\IIY Munl;;g??\mne/ Fund 068 066 096
IRASs, taxes on an “pre tax” contibutions and‘pre tax” growth
from IRAs will have to be paid Wwen the IRA mongis corverted
or “rolled over” But, as long as theotlover is initigded bebre Taxable equivalent yield = yield / (1—total efective tax bracket).
Jaruaty 1, 2004, the tax eved ma be spead out wer the ngt Funds ae rmnled by 7-day yields; 7-dg and 30-dn yields ae com
four yeas...conseving cashAny tax due mg be paid fom non- po.untlj yleIFis as.of ?/ll/OEhlrd golqmn efers.to l-yaar. total etum.
qualified cash and does notveato come fom the etirement ~ Cfteria forindusion indude:top-yielding unesticted etail funds on,
account with minimum initial investment <$25,000 and assets >$100 million.

. . . : :Mong/ Fund R 43-541
Our sugestion:1) consult with yur tax adisor for qualk Souce: Mongy Fund Rport (800) 343-5413

fication requirrments and coersion decisions; Yontirue CHECK OUT MONEYLETTER 2!
making 2003 IRA contbutions; Jprepare for the nev

Tax Plan. If comersion gpeas favorable, project your cash 000 Recently Expanded to 8 Pages! OO0
needs 6ér Fedeml and stte tayes, and star accunulating 52 Weekly Updates for Only $67
adequée cash eseves nav in mong maiket funds or other el Lfpieelizs lalr ATl
shot-temn investment ehides, so you have it available for Now Includes Almost 500 Funds.

your 2004 taxetum. $ Call (800) 890-9670 for More Details.
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8 FUND PROFILE

FAM Equity Income Fund:
DividendsAre Key

Calling Thomas Putnam anda® Haan huy and hold
investos is almost an undseetement.The fund thathe pair has
manaed since itApril 1, 1996 inc@tion, FAM Equity Income
spots a miniscule padiolio tumover rate: only 7%.As one might
guess fom tha tumover pace Putham and Hgan ae \alue
investos. But vhat one wuld piobably not guess is thahis FAM
offering seaches br its investments in an aea not fequented
most equity-income fundshe small-cpitalizetion maketplace
After all, the small-ca maket is not theifst place most irestos
would look fr dividend-pging sto&ks—and these magers
demand thaevery stok in the potfolio pay a dvidend Hogan
assets tha dividends help to put ddor on stok prices, while
reducing some of theoletility in the fund

Taking a stp ba, let's look & wha drives the fundThe man
agers’ goal is staightforward: to doulte shaeholdes’ money every
five or six yas. The AM group has aested intezst in the fund
successall FAM employees a invested in the tav FAM funds:
FAM Value Fund and Equity Incomélow have the mangers
done? Fom incegotion thiough 2002 gar end (ich is just sk of
six yeas), the angver is“almost; as the fund eaed an eerage
anrual retun of 10.1%. Integstingl, as the bat belav shavs,the
most dificult yeass for the fund vere 1998 and 199%hen“growth
at ary price” was all the age and @lue stoks were shunned

Annual Total Returns (%)

1997 1998 1999 2000 2001 2002

FAM Equity Income 269 47 -70 172 208 -23
Russell 2000 Inde 224 -26 213 -3.0 25 -205
S&P 500 Index 334 286 210 -9.1 -11.9 -221

A disciplined irvestment pocess is behind the fursdSuccess.

In addition to the diidend equiement,a rumber of other
challenges nust be met befe a stok is alloved in the pdfolio.
FAM staes tha thee ae four key concets to their imestment
process:undeistandale companierudent deloyment of caital,
honest margementand our @n business aluaion.” They must
be dle to undestand not oyl a compay's husinesshut also the
competitive ewvironment swounding it. The fund mangers seek
out firms tha geneste free cashléw, which gves mangement
the wherewithal to invest in plant and equipmemhake acquisi
tions,and epurchase stdc and/or pg dividends. AM places a
grea deal of emphasis on magement qualitypaticulady its
integrity and honestyPutnam and Hgan stess thatheir anmwal
visits to eah compaw in the fund a& key to the iwvestment
process,keging them up-to-de on eab firm’'s stetegy and

competitize position. AM expects cgporate mangement to not
only be brthcoming &dout what is going right with the compay
but also dout wha could @ wrong in the futue. This pemits
the FAM team to mak the most irdrmed decisionstmout the
long-tem potential of thafirm. Fnally, the FAM managers
malke valugion models ér ead firm, and will only buy when a
sto is selling vell belaw fair valugion.

With sud stict buying citeria, there is not a lot of adtity in
the potfolio. Duiing 2002 Putnam and Hyan adied ony five nev
companies to the fundnd only two firms were sold The mangers
note thaseveral stoks ae on dwaiting list; waiting for their pices
to read a level wher thg are dtractive for pucchase And the
fund’s curent 20% cash position will allothe mangers to tale
advantaye of those picing oppotunities as thearise

Top Five Sector and Holdings (% ofAssets)

Machinery & Equipment  9.5% JohnWiley & Son 4.4%
Constuction Mderials 6.9 Allied Capital Comp. 4.3
Pulishing 6.4 Vulcan Mderials Co. 4.3
Retail Stoes 6.1 Intemational Speediay Comp. 4.3

Recedion & Entetainment5.5 4.2

as of December 32002

Protective Life Cop.

Top holding éhn Wiley is typical of the type ofifm the
manaers ae dtracted to. Hgan said viaen he noted &Viley
book in just dout eery office in FAM, he took inteest. Wiley
also pulishes the'For Dummies”seies, and the @assic Betty
Crocker Cookbook and spisr rising reverues and cashldiw.
Meanwhile, another pulisher, Couiier, a nev adlition to the par
folio in 2002,was a big winnerdr the fund (up 32%) lasewr as
the irm contirues to @in maket shae in the book pnting ara.
Off-price retailer Ross Stes and Ne& England Business
Sewices were also homeuns Pr the fund last gar Yet, as with
all portfolios, there were disgpointments as &ll. Hickory Ted,
a small ural telgphone compan disgpointed but the mangers
are holding as ne man@ement taks wer. Also, mutual fund
firm Waddell & Reed suered along with the stécmaiket, but
Hogan and Putnanemain positie on its long-tan prospects.

While noting tha political uncetainty overhangs the
maiket, the FAM pair is positie on the maet's potential wer
the net five yeass. They cite low interest ates and inftion, and
an accommodéeve Federnl Reseve poligy as setting the sga
for economic gowth.

FAM Equity Income Fund BMEX)
FAM Funds,111 N Grand Steet,P.O. Bax 399
Cobeskill, NY 12043
(800) 932-3271
Minimum investment$2,000/$500 IRA

MOoNEYLETTER® (ISSN:0197-7083) is plished twice edt month br $150 per gar (24 issues)ybPRI Fnancial Pubshing Inc, 360Woodland St.RO. Box 6020,Holliston, MA 01746-6020.
First Class Bstaye paid &Holliston, MA and a adlitional mailing ofices. POSTMASTERsend adress bangs toMoNEYLETTER, 360Woodland St.PO. Bax 6020,Holliston, MA 01746-
6020.Chief Investment Gicer/Chief EconomistValter Fank.Contributing Editor: CynthiaAndrade Editorial AssistantChrista Mohr Pulisher: BrianW. Kelly. Address all subsigstion and
editorial inquiries to PRI Fhancial Pubshing Inc, 360Woodland St.PO. Box 6020,Holliston, MA 01746-6020(800) 890-9670. &d adrertising which gppeas in or accompanies this dith
caion does not constitute an enslement of prducts or sefices ofered Employees and sthbf MoNEYLETTER may from time to time maintain positions ieaommended sedties. PRI
Financial Pubshing Inc is afiliated with PRIFinancialAdvisors Inc (formelly Piincipal Resouze Inc), a registered investment adsor. Walter Fank also setes as an ingendent economic
consultant to PRFinancialAdvisors. MoNEYLETTER is not ppduced as a soliciian for PRIFinancialAdvisors. Views piesented & the opinion of the Chief westment Cificer/Chief
Economist and coributing editos, and should not beeeted as &ct. MoNEYLETTER does not pyport to piovide legal, tax or indvidual investment adice. While caefully sceenedthe accu
ragy of the stéistical dda in MoNEYLETTER cannot be guanteed Reades should cafully review investment prspectuses bese investing MoNEYLETTER provides a twice-weekly Hotline:
call (410) 528-1804. Béccopies $5 edc Reproduction in vhole or in parby ary means is sirtly forbidden without witten pemission. © Copyright 2003PRI Financial Pullishing Inc

February 21, 2003 (800) 890-9670 service@mone yletter .com MONEYLETTER



