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After |raq my July testimony. Most notably, output has continued to
expand, but only modestly.”
by Walter S. Frank, Chief Investment Officer Blizzards and uncertainty

As last year drew to a close, the Iraq issue began to loom The new wobbles about the outlook after Irag, we believe,
larger and larger as an influence on the market. The general vitave been caused more by the astonishingly weak employment
was that because of “geopolitical uncertainty” (read:Iraq) thgimbers for February than by any fundamental new turn to
market and the economy would do poorly. Uncertainty was huyteakness. The February employment figures were certainly
ing the economy and, by inference, hurting the market. chilling. They obviously had impact on the thinking on Wall

The implication of that view was that once the geopoliticaitreet and elsewhere.
uncertainties were resolved, the economy’s performance would As we all know, the February storms and bone-chilling
improve. As it did, the stock market would follow, or maybe lea@eather crippled business in the East and Northeast for most of
the way. We subscribed to that view as readers know. (We havép@ month and into early March. At the very same time, the ten-
changed our minds.) We have said—more than once—that fi@n over Iraq heightened as the push for a second resolution
market needed Iraq behind it before its underlying attractivenéggan. A sliding stock market did not help. In a sense, the econ-
(as we see it) drew Wall Street’s attention. omy has been under unusual pressure for a good six weeks.

Of late, as the economy stumbled in February, the view that This is having an effect. Auto sales dropped below
uncertainty over Iraq was the primary cause of the economy@nuary’s lower level and we are now seeing cuts in auto
struggle to achieve liftoff is coming under scrutiny. The latefroduction schedules for next quarter. The ISM showed
example of the doubts about the economy after Iraq came in B@nufacturing activity slowed after a strong December and
March 24th issue of Business Week in an article tittled “Don¥anuary. So it goes.

Bank on a Bounceback.” The question is does this represent some fundamental

The article’s point is that, even after the Iraq uncertainty Yéeakness as the doubters suggest. Or is it a temporary response
stripped away, the economy faces numerous problems that t@réemporary conditions? We are not certain about the answer,
strong enough to keep growth grounded for some indefinite perfiéf we believe the odds favor a temporary response. The econ-
of time. The authors quote Ed McKelvey, senior economist @y was doing OK in January. For example, excess capacity
Goldman, Sachs & Co, and then go on write, “McKelvey and otBnd all, new orders for nondefense capital goods were solid in
ers point to daunting problems of overcapacity, rising consun¥nuary. Business was willing to commit to spend then. We see
and business debt, as well as the expectation that there is Iffereason why the economy should make a sudden U-turn in
further lift ahead from housing.” February, other than blizzards and Iraq.

It would be absurd to deny that these conditions do not exist We're not banking on anything, but we still believe the
and do not represent hurdles for the economy. But they are @@@nomy’s growth will pick up as the fog of uncertainty lifts.
Pew (except for, perhaps_, housmg). Over(_:apac_lty has been with us Secular Bear Market?
or some time, as has rising debt. Despite this the economy has
been growing. As Alan Greenspan pointed out in his testimony to During the course of the past two years, as the bear market
Congress on February 11, “...the economy has largely extendiésisted, we occasionally heard the phrase “secular bear

the broad patterns of performance that were evident at the timéngrket” thrown around. The speaker usually said that the
market was “in the throes of a secular bear market.” We didn’t

Market Trends pay much attention when we first heard the phrase, passing it off
Trailing e as a fancy way to say that we were experiencing a severe bear
12-Mo Trend 6-Mo Estimate market. Of course, that wasn’'t news to anybody. Also, those
Economy Higher Higher using the phrase came from the trading community, and that
Interest Rates Lower Flat/Higher community has a habit of investing every one-week trend with
Dollar Lower Lower dramatic long-term implications for the future of the stock
Inflation Flat Flat/Higher market. Did they even appreciate what they were saying when
Dow Lower Higher they stated that a secular bear market was at hand?
NASDAQ Lower Higher Over the past six months, though, we have heard the phrase
Europe Lower Higher used by a market strategist and a portfolio manager, both of whom
Japan (Nikkei) Lower Higher we take seriously. Neither uses terms loosely. That set us to won-

Hong Kong (Hang Seng) Lower Higher

dering what does the phrase mean and what are the implications

(continued on page 2)
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2 ANALYSIS

(continued fom paje 1)

for investos if it is the case thave ae in a secular bear nkait.
Finally, we asled ousehes,are we in a secular bear nhat?

Not polar opposites

In trying to figure out vha the phase meant wfirst tuned
to it's oppositea secular bll market, because & knav what tha
meansWe just lived though a seculardll market in the’90’s.
Sud a maket is one Were stok prices ise wver a longsh peiod
of time. The iise my be po&-maiked ty bear makets,but the
bear phase is shasind not gerly deg. The iise in stok prices
comes not ol from a ise in pofits but also ly a moe or less
stead rise in pice-eanings etios. Not ony are sto& prices on
the upsving, so too is optimismlzout futue piofits, leading to a
willingness to pg more for a dollars worth of toda’s profits.

How about a secular bear nk&t?The frst thing thajumps
out & you is tha it cannot impy a longsh perod of falling
prices.Anything like the opposite of th®0s would mean thia
stok prices would be tose to 2ro by the end of sut a bear
maiket. That males no sense

Tha leaves the est: downtrending pice-eanings gtios,
relaively shot-term and limited allies and pessimisnbaut the
future piofit outlook. Is thawha was meant ythe talk dout a
secular bear mket?

The 1970s

The potfolio manger we refered to edier was Andy
Pilara, a maket vetelan and the (desexdly) highly regarded
manaer of the RS &tners Fund one of the best parfming
funds duing the bear m&et in our domestic fund lisiVe asled
him what he meant Y a secular bear mkat.

His ansver: “Wha we've gone though this time iseminis
cent of '73-"74. If you look & '74-'82, subsequent to thdear
maiket, the maket went navhere for eight yeas” Pilara adled
I’'m not forecasting thia but when we sit devn and stategize, we
at least hge to put thain our work...”

In our thinking we too had gne bak to the’70s (though
1982) as the pbable prototype ofwall Streets imaye of a see
ular bear mdeet. It was,as Pilaa sgs, a pefod when the S&P
500 went navher, but within tha novher thee were rallies
and detines of moe than 20%As for price-eanings &tios, they
indeed headed @m. The pice-eanings gtio for the S&P 500
was 18.2 athe end of 1973 and stooti&4 d the end of 1982.

But what we need toemember bout the 70s ae the almost
huricane like headvinds the equity m&ets ficed duing the
petiod. Just looking & maket pices,as some dogan leae a
false impession.

Most impotant, OPEC fexed its nusdes twice dung the '70s
raising oil pices pecipitousy, leading to tw pefods of viulent
inflation. The Fed anwered ly raising etes shasly which in tum led
to the dep recession of '75-'76. @dit contols, of a sot, were tied
in 1980. Duing the last thee yeas of the paod shot-tem intelest
rates hit leels tha are fond memdes for toda’s older etirees. It
was in shar a \ery turbulent peiod. It was no e for equities.

The 2000s
And todgy? We dont know the futue, but right nov the
demons the econgmwrestled with in thé70s ae @sentAt the
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same time though theeg mover of the’90s makets,the hug
dedine in inteest stes wer the decadés also &sent. It vas tha
dedine in rates tha undelay the ise in pice-eanings gtios.

From nav on,then,it will be profit growth tha should be
the diver of sto& prices. Estimges of longr-run piofit growth
now are modestabout 7%.We won’t quarel with thd. But a
7% average anmal fise in stok prices is aér ciy from the’ 70s.
From wha we knav today, the odls favor a bighter maket
future than the xpetience of the 70s.$
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Blinded By Sandstoms

As we hare beeneiterting, Iraq has taén over the makets
and this vas unddimed hy the hug maket rally of Monday,
March 17. Once it becamdear tha war was ineitable, the
maiket rallied as the uncainty deared But even bebre
Monday, the maket rally had bgun, and tha was not simpt
Iraq elaed Over the couse of the dezaly March makets senti
ment had gtten moe and mog pessimistic asvaenced in the
rise of beashness and thall in bullishness ér the Irvestors
Intelligence swey. The maket had become dply oversold
and in nomal timesa bounce s to be xpectedWe hae had
that and moe.

The economic mmbes hare been drary, and in the case of
the emplgment umbes for Februaly, shoking. Iraq,oil prices
and the bzzards did a job on the econgnin February. Wall
Streets immedi&e response as to mak dovn shaply its out
look for the frst half of the gar

Tha's undestandale. Business slwed consideably in
Februaly, and the dkcts ae ging to be élt for weeks to come
Even so,t is had to knav how much of the Februaly weakness
in emplgyment,at least,was weaher elaed or gpresents a tre
downshift in actvity. We need tleast another month of @ato
know. Aside from the veaher, oil prices too a@ cetainly having
their efect.

But in the end it is the undeinty over Iraq tha is playing
the major ole in afecting the econoynnow. The Fed a&nowl-
edeed this & its March 18 meeting Wwen it left inteest ates
alone It left them alongit said because it didi'really know the
undetying trend of the econoymThe Fed did not gen ofer its
usual steement dout the neaterm outlook br the econory
because the tea lazs were telling it nothing We gplaud the
Fed for its frank stéement.Ther ae times,sud as nov, when
we just dont know.

For the momentthis remains an &q maket. We hare had
the openingally. The couse of the maet in the shdrrun will
depend on the cose of the coritt. We ae cautioust opti
mistic, but we believe it is pudent to maintain eseves until the
sandstams die davn.

Portfolio changes

The Hotline ofTuesd® March 11 ecommended the sale of
Fidelity Low-Priced Sto& in all three Rdelity family model
portfolios. In theVentuesome and Consative Hdelity poitfo-
lios the fund vas to be witched into kdelity Growth & Income
II. In the Hdelity Modemte Portfolio the ecommendedveitch
was into kdelity Cepital Apprecidion.

Here ae the details as alednesdg, March 12. Fidelity
Venturesome—Sold 724 shas of Lav-Priced Sto& @
$22.56 per shar Purchased 2,308 shes of Gowth & Income
Il @ $7.08 per shar Fidelity Moderate—Sold 569 shags of
Low-Priced Sto&, purchased 830 shas of Caital
Apprecigion @ $15.45 per shar Fidelity Conservative—
Sold 614 shas of Lav-Priced Sto&, purchased 1,995 shes
of Growth & Income II.$
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CONSERVATIVE

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

Specialty
10%

Money Funds
10%

Domestic Stock
35%

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%
BBH Inflation
Indexed Securities Fidelity Select
(BBHIX) Gold (3%) (FSAGX)

25% 25%
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4 FUND SCORECARD & RECOMMENDATIONS

Domestic Stoc k Funds s I3
RANK s & 5 TOTAL RETURN PRICE RISK
3/14 1Mo 6Mo Ticker Fund § 5 & | | PER  [g. NTF/
2003 Ago Ago Symbol FUND NAME (Max. Load) Type g S ¥ 1mo. 6mo. 12mo. SHARE Dev. Beta wtf
1 - TGANX  TCW Galileo Aggressive Growth CIN MCGo * B B 59% 148%  -29.8% $8.23 339 193 sSw
2 1 8 VCVSX  Vanguard Convertible Securities Conit B B B 14 58 -4.1 1052 204 0.69 fsw
3 3 4 RSPFX RS Partners SC * B B 18 48 29 17.86 - 059 FSW
4 5 27 FCVSX Fidelity Con vertible Securities Conit B B B 1.0 35 -12.0 1631 274 089 Fsw
5 4 1 HSGFX  Hussman Strategic Growth (1.5%r<180d) MCGro B B B 1.1 -3.8 51 12.31 - - fow
6 7 - RYSEX  Royce Special Equity (1%r<180d) SCVal B B B 0.2 2.9 -35 1333 159 036 Sw
7 6 123 GINLX  Gintel Fund (2%r<45d) MC B B B 0.6 3.2 211 8.70 49.8 120 fswW
8 10 195 LMOPX Legg Mason Opportunity Trust MC B B B 14 20 -21.6 8.04 = = =
9 8 - OAKBX  Oakmark Equity & Income Bal B B B 0.2 22 9.6 1719 106 037 FSW
10 9 10 PRWCX T.Rowe Price Cap Appreciation LCVal B B B -1.2 3.2 94 1361 107 024 fsw
11 34 130 FDCAX Fidelity Capital Appreciation MC ® ® ® 15 03 227 1604 315 126 fsw
1216 17 TWEIX  American Century Equity Income MCVal B B B 05 31 -13.8 6.16 15.1 044 FSW
13 33 221 SCDVX  Scudder Development MCGro  * @ ® 15 16 -30.0 1383 419 147  FSW
14 40 31 STDIX Strong Discovery MCGro (B) ‘B) (B) 16 -33 -17.9 13.89 25.1 083 FSW
15 47 - FGRTX  Fidelity Gr owth & Income Il LC H H H 17 2.9 -195 7.37 137 076 Fw
16 29 - GAATX  Liberty Asset Allocation CIZ Gal H H H 0.2 -33 -16.3 1229 114 061 f
17 80 234 FDEGX Fidelity Aggressive Growth (0.75%r<90d) LCGro * H H 14 39 -36.7 1090 535 175 fsw
18 61 - RSMOX RS MidCap Opportunities MCGro H H H 30 -1.7 254 713 270 106 FSW
19 12 47 LMASX Legg Mason Special Investment Trust MC B B B 0.8 2.9 -175 27.86  30.6 118 w
20 56 227 SACPX  Salomon Brothers Capital (closed) Mcval  (B) (B) (B) 0.2 0.3 -26.6 1856  22.0 085 sw
21 28 145 STCSX  Strong Advisor Common Stock (closed) MC B B B 0.7 15 -24.0 1533 232 095 FSW
22 21 22 MUTHX Mutual Shares (1%) ClZ MCVal B B B 0.1 -4.6 -155 1630 166 062 sw
23 20 35 PRNEX T Rowe Price New Era LC B B B 05 -4.6 -16.9 19.62 26.7 072 fsw
24 13 65 FFTYX  Fidelity Fifty (.75%r<30d) LC B B B 2.1 53 -11.3 15.13 28.2 0.87 Fsw
25 193 224 FDGRX Fidelity Growth Company LCGro H H H 2.7 0.3 -30.9 3467 421 112 Fsw
26 37 58 WBSNX WmBIair S-C Growth N (1%r<60d) SCGro H H H 20 -3.6 -22.2 12.84 = 095 FSW
27 2 2 YACKX  Yacktman Fund MC B B B 44 73 34 1115 182 055 FSW
28 4 - FEXPX  Fidelity Export & Multinat'l (.75%r<30d) LC H H H 0.3 25 227 1300 185 091 fsw
29 58 79 JAENX  Janus Enterprise MCGro H H H 19 -35 -22.8 22.32 54.1 159 FSW
30 23 19 PRSVX T.Rowe Price S-C Value (closed,1%r<1yr) SCVal H H H 0.9 5.1 -153 2040 164 044 fsw
31 14 25 LLPFX  Longleaf Partners Mcva  (H) () H  -15 4.1 -17.0 2132 201 058 fsw
32 22 - FCONX  Fidelity Contrafund Il (3%) LC B B B -14 2.8 -20.1 8.26 185 098 fsw
3 3 9 BSCFX  Baron Small Cap SCGro H H H 2.1 6.4 -17.2 12.90 28.0 107 FSW
34 15 7 NBGNX  Neuberger Berman Genesis (c losed) SC B B B 0.9 6.2 -138 1841 196 062 fSW
35 112 210 FIDYX INVESCO Dynamics MCGro H H H 19 0.8 -32.2 10.38 44.2 143 FSW
36 25 24 BEGRX Mutual Beacon (1%) CIZ MCVel H H H 0.6 55 -17.0 1085 159 058 sw
37 120 87 FOCPX Fidelity OTC Portfolio LCGro * H H 12 2.8 -26.6 2257 291 157 fsw
38 136 92 SGROX  Strong Growth LCGro H H H 2.3 -45 -24.0 12.87 439 116 FSW
39 88 150 PRNHX T.Rowe Price New Horizons SCGro * H H 23 3.1 -27.9 1585 378 124 fsw
40 82 78 JAVLX  Janus Twenty (closed) LCGro H H H 17 -4.8 226 2837 381 143 FSW
41 24 3 AVALX  Aegis Value Fund SCVal H H H 25 6.9 -11.2 11.50 182 031 fw
42 43 14 FCNTX  Fidelity Contrafund LC H H H 0.9 -14 -15.3 36.83 20.1 084 fsw
43 121 192 PRWAX T. Rowe Price New America LC H H H 12 2.6 -28.2 2115 270 127 fsw
44 137 139 FFIDX Fidelity Fund LC H H H 12 -4.0 -24.8 21.30 232 105 Fsw
45 39 5 EEQFX  Eclipse Small Cap Value SCVal H H H 0.6 8.7 -12.4 11.09 18.6 0.75 FSW
46 19 11 RYTRX Royce Total Return (1%r<180d) scval ) B H 13 67 146 779 136 041 FSW
47 26 114 WVALX  Weitz Value Fund MCVal H H H 0.3 -45 -22.5 26.25 16.6 052 SW
48 118 133 FDSSX  Fidelity Stock Selector LC H H H 0.8 4.1 -24.3 1586 209 097 Fsw
49 97 105 JAGIX  Janus Growth & Income G&l H H H 13 -4.6 -23.8 2256 257 102 FSW
50 108 172 VPMCX Vanguard PRIMECAP ($25,000&1%r<5yr) LC H H H 0.8 2.7 -28.1 37.24 26.7 1.00 fsw
51 131 157 MPEGX MSI Midcap Growth MCGro H H H 24 -4.0 -27.8 11.88 440 150 w
52 59 128 OBEGX Obenweis Emerging Growth SCGro H H H 0.1 -39 -24.9 1453 487 149 FSW
53 62 82 TASCX  Third Avenue Small-Cap Value SCVal H H H 0.9 55 -19.7 12.66 175 058 FSW
54 53 44 VSEQX Vanguard Strategic Equity MCGro H H H 0.2 5.8 -20.0 1250 172 082 fsw
55 206 196 WPGFX WPG Large Cap Growth LCGro H H H 17 -34 -28.8 1897 217 104 FsW
56 154 193 TMGFX  Turner Midcap Growth MCGro * H H 18 -2.6 -31.0 14.46 58.5 157 FSW
57 94 153 JAMRX Janus Mercury LCGro SIS 2.3 42 -27.9 1427 425 143 FSW
58 87 137 FTRNX  Fidelity Trend e H H H 0.1 43 241 36.88 273 116 Fsw
59 85 110 RPMGX T.Rowe Price Mid Cap Growth MCGro H H H 0.9 4.7 -24.6 29.49 245 112 fsw
60 155 148 VIGRX  Vanguard Growth Index LCGro S S S 12 -45 -25.8 1942 242 114 fsw
61 30 32 MQIFX  Mutual Qualified (1%) ClZ MCVal H H H 0.7 6.3 -18.3 1342 169 061 sw
62 74 56 FMILX  Fidelity New Millennium (3%) (closed) MCGro H H H 0.8 5.3 -23.2 2091  59.0 167 fsw
63 173 204 SCQGX Scudder Large Company Growth LCGro S S S 20 237 -29.1 17.75 272 122 FSW
64 69 217 VHCOX Vanguard Cap Opp ($25,00081%r<5yr) MCGro H H H -1.0 -14 -30.5 1614 381 106 fsw
65 38 21 BERWX Berwyn Fund (1%r<180d) SCval H H H 0.6 74 -18.1 16.33 18.7 041 fsw
66 176 226 SMDCX Strong Advisor Midcap Growth MCGro S S S 34 2.8 -34.0 884 506 152 FSW
67 151 200 BABSX  Bahson Growth LCGro S S S 0.9 32 -29.2 787 261 116 FSW
68 90 104 FEQTX Fidelity Equity-Income Il Gé&l H H H 0.0 5.2 -22.8 16.21 17.2 0.74  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 geaer 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 g
RANK § & § _TOTALRETURN _ PRICE RISK
()
314 1Mo 6Mo Ticker Fund g3 8 | PER  [g. NTF/
2003 Ago Ago Symbol FUND NAME (Max. Load) Type g S 9 1mo. 6mo. 12mo. SHARE Dev. Beta wtf
69 36 54 BEMVX Berger Mid Cap Value MCVal H H H 0.6 5.4 216 1392 233 080 FSW
70 96 138 PRGFX T.Rowe Price Growth Stock LC H H H 0.7 5.0 -25.1 17.78 229 106 fsw
71 55 74 FDVLX  Fidelity Value MCVal S 8§ § 04 6.2 -20.8 4328 22.8 0.64 Fsw
72 188 144 SCDGX  Scudder Growth & Income G&l § § § 18 5.6 259 1551 158 0.75 FSW
73 109 109 VMRGX Vanguard/Morgan Growth LC S § & 0.9 5.2 254 10.67 26.7 122 fsw
74 195 181 STRFX  Strong Large Cap Growth LCGro S 8§ 8 20 4.7 -28.4 16.35 858 113 FSW
75 197 185 VGEQX Vanguard Growth Equity LCGro S 5§ 5 17 -4.3 -29.6 652 372 139 fsw
76 42 97 OAKLX  Oakmark Select (closed) (2%r<90d) Mcval (S (9 (S 0.0 78 -183 2290 262 083 FSW
77 70 28 DNLDX  Dreyfus New Leaders MCGro H H H 0.2 -7.0 -20.0 32.60 252 092 FSW
78 - - TGVNX  TCW Galileo Value Opportunities MC S S S 15 33 322 12.96 - - SwW
79 83 98 ARTMX Artisan Midcap (closed) MCGro S S S 0.0 -4.8 -26.3 18.41 355 111  FSW
80 44 228 NEEGX Needham Growth Fund (.75%r<30d) MCGro H H H 17 17 -315 18.99 50.6 111 FSW
81 77 162 CUEGX CS Warburg Pincus Emerging Growth MCGro H H H 0.6 -4.2 -28.7 1828 355 126 FSW
82 153 42 MERDX Meridian Fund SCGro § 8 & 15 14 -22.3 21.78 214 0.77 fsw
83 172 168 FBGRX Fidelity Blue Chip Growth LCGro § & 8 1.0 5.0 274 30.77 234 109 fsw
84 102 126 BEQGX American Century Equity Growth LCVal S 8 5 0.2 -6.0 -239 1452 208 103 FSW
85 159 111 RSVPX RS Value+Growth LC § 8 § 31 -6.6 -26.9 12.00 289 120 FSW
86 105 96 FGRIX  Fidelity Growth & Income (3%) G&l S S S 0.2 6.6 226 2890 167 0.80 fsw
87 54 - VALSX  Value Line Special Situations MCGro S S S 05 -8.3 -18.9 1540 286 088 FSW
88 98 77 FDEQX Fidelity Disciplined Equity LC S § S 0.6 -6.9 225 17.32 19.7 094 Fsw
89 100 59 NCTWX Nicholas Il MCVal S S S 0.7 7.2 224 15.08 213 100 w
90 198 155 TWCGX American Century Growth LCGro * S S 0.9 5.2 278 1396  25.0 108 FSW
91 142 146 SNXFX  Schwab 1000 Fund (.75%r<180d) LC 8§ 8 & 0.3 -5.5 -25.8 23.66 20.6 101 S
92 89 178 FMCSX Fidelity Mid-Cap Stock (.75%r<30d) MCGro S S S 05 -39 -305 1548 339 072 Fsw
9% 71 71 VEXMX Vanguard Extended Market Inde x MC S S S 04 -6.8 236 1761 314 117 fsw
99 17 152 LMVTX Legg Mason Value LCVal H @ @ 2.5 -6.0 -21.6 37.88 28.1 116 w
116 31 - VISGX  Vanguard Small Cap Gr owth Inde x SCGro H H H -13 12 -22.6 855 282 085 w
122 45 48 DODGX Dodge & Cox Stock LCVval €§ (S @ 23 7.6 -20.8 8140 198 064 sw
133 18 23 RYPRX  Royce Premier (1%r<180d) SC H) (H H 2.2 9.0 -18.3 8.66 18.7 0.62 FSW
133 68 20 FLPSX Fidelity L P Stock (3%&1.5%r<90d) scval  (S) S (S -8 95  -181 2322 166 057 fsw
156 123 125 VEIPX  Vanguard Equity-Income LCval H H H -18 15 249 1730 160 055 fsw
198 169 240 VCVLX  Vanguard Capital Value LCval H H H -0.7 -15 -32.6 6.79 - - fsw
Dow Jones -0.6% -5.5% -25.3% indexes do not
NASDAQ 2.3 3.8 -27.7 include dvidends
S&P 500 -0.2 -6.4 -27.7
International Stoc k Funds
1 1 1 MACSX Matthews Asia Growth&Income (2%r<90d) Pacific B B B -1.0% -21% 02% $1023 144 - FSW
2 2 8 ICHKX Investec China & Hong Kong Pacific B B B 2.3 0.8 -14.2 1024 392 - FSW
3 28 58 SLAFX  Scudder Latin America LatinA * H H 4.7 2.3 -25.9 1561 377 - FSw
4 40 61 FLATX  Fidelity Latin Amer. (1.5%<90d) LatinA * H H 5.7 25 -28.6 904 404 - fs
5 14 24 VEIEX  Vanguard Emerging Mkts Stk Inde x (0.5%r) Int'l * B B 04 -4.4 -19.3 726 323 - fsw
6 3 6 BJBIX Julius Baer International Equity A Int'l B B B 32 -6.0 -14.0 1830 288 - FS
7 53 57 PRLAX T Rowe Price Latin America (2%r<1yr) LatinA * H H 5.6 6.0 275 721 435 - fsw
8 16 25 MNEMX Montgomery Emerging Mkis (closed) Intl * B B -11 55 -20.0 750 316 - FSW
9 11 28 HAINX  Harbor International Int! B B B 2.5 5.7 -18.6 2452 178 - SW
10 9 15 FDIVX  Fidelity Diversified Intl (1%r<30d) Intl B B B 2.9 6.1 -175 1598 204 - Fsw
u 5 13 DRFMX Dreyfus Emerging Market (1%r) Intl * B B -3.6 6.5 -16.8 1036 218 - FSW
12 35 62 PEAGX Payden European Aggr Grth (1%r<60d) Europe * H H 0.0 -14 -35.8 512 - - fsw
13 6 35 PRIDX T Rowe Price Intl Disc. (closed,2%r<1yr) Intl B B B 38 5.5 -20.0 1511 371 - fsw
14 13 17  USIFX USAA International Intl B B B 2.5 6.7 -19.3 13.82 18.1 - w
15 24 7 VNEPX  Vontobel International Equity (2%r<360d) Intl H H H 2.3 9.8 -145 10.80 211 - Fsw
16 23 46 SGSCX Scudder Global Discovery (closed) Intl B/ @ B -15 6.4 -24.5 17.76 344 - FSW
17 25 21 FEMKX Fidelity Emerging Mkts (1.5%r<90d) Int! B) @{ B 2.0 -7.8 214 675 329 - fsw
18 7 18 OAKGX Oakmark Global (2%r<90d) Global  H) (H H) -4.5 6.8 -20.3 11.42 - - FSw
19 30 42 LSIEX Loomis Sayles International Equity Intl H H H -1.6 -7.9 -234 763 322 - fsW
20 29 31 USAWX USAA World Growth Intl H H H 1.7 1.7 -239 11.16 20.0 - w
21 36 29 CMISX  Columbia International Stock Int! H H H -14 -8.6 -22.0 934 222 - fsw
22 19 39 SCOBX  Scudder Global Global H H H 2.9 -75 -234 1664 167 - FSW
23 8 12 MAPTX Matthews Pacific Tiger (2%r<90d) Paciic  (H) (H) (H) 46 83 -19.8 767 471 - FSW
24 45 - GIETX Liberty Intl Equity CIZ Intl H H H 0.9 -7.8 -26.5 8.78 16.3 - f
25 39 53 PRESX T Rowe Price European Euope H H H 2.6 72 -26.0 1168 177 - fsw
26 37 43 VWIGX Vanguard International Growth Intl H H H -33 -8.1 -24.0 121 176 - fsw
27 17 20 FIGRX  Fidelity International G & | It H H H -4.3 -8.6 214 1537 220 - Fsw
28 4 3 FJPNX  Fidelity Japan (1.5%<90d) Japan * H H 5.8 9.3 -17.6 783 348 - Fsw
29 26 36 SWINX  Schwab International Index (1.5%<180d) Intl H H H -39 -8.2 -235 948 180 - S
30 46 52 VEURX Vanguard European Stock Index Euope S S S -3.6 -8.2 -25.3 1466 173 - fsw
31 44 44 PWWFX  Fidelity Worldwide (1%r<30d) Global S S S 2.2 -8.9 -26.7 11.00 185 - Fsw
32 32 40 STISX Strong International Stock Intl S S S 232 9.1 -25.2 6.71 305 - FSW
33 15 23 FIVRX Fidelity Aggressive Intl. (1%r<30d) Intl S S S -39 9.1 -25.3 9.85 25.6 - Fsw
34 12 9 VPACX  Vanguard Pacific Stock Index Pacific * H H 55 -10.4 -19.9 549 247 - fsw
5 59 16 FSEAX  Fidelity SE Asia (1.5%r<90d) Pacific * ' H H 4.2 -15.2 -28.4 8.92 385 - fsw
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6 FUND SCORECARD & RECOMMENDATIONS

Bond Funds S I3
RANK § Q%{?D 5,”? TOTAL RETURN PRICE
3/14 1Mo 6Mo Ticker Fund § 3 & | | PER g NTF/
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 -0.2% 12.1% 28.7% $12.57 10.67 2.01% fSW
2 - - BTFTX Amer. Cent. Target 2015 ZeroCpn * * * 4.0 6.5 30.4 67.03 14.04 425 fSW
8 = - BTTTX Amer. Cent. Target 2020 ZeroCpn * * * 4.4 5.2 31.6 47.84 16.92 4.45 fSW
4 - - BTTRX Amer. Cent. Target 2025 ZeroCpn * * * 5.6 815 33.0 39.88 19.67 5.15 fSW
5 - - RPIBX T. Rowe Price Int'l Bond Int'l ook ¥ 0.0 9.5 235 9.48 941 2.63 fsw
6 - - FHYPX INVESCO High Yield HighYld * * * 3.2 12.9 9.4 342 1405 911 FS
7 - - FNMIX  Fidelity New Markets Income Int’l *oox % 4.0 12.3 5.6 11.98 1258 7.08 Fsw
8 - - BTTNX Amer. Cent. Target 2010 ZeroCpn * * * 2.3 5.4 231 83.14 1479 4.16 fSW
9 - - BBHIX BBH Inflation Inde xed Sec IntTerm B * * 1.6 5.7 20.3 11.31 565 3.29 FSW
10 - - SPHIX  Fidelity High Income (1%r<270d) Highyld B B * 3.2 10.5 5.8 786 11.27 7.38 Fsw
11 - - VIPSX Vanguard Inflation Pr otected Sec IntTerm B * * 1.6 5.7 20.0 12.29 - 3.70 sw
12 - - PRRDX PIMCO Real Return IntTferm B * * 1.1 5.4 20.0 11.59 5.67 3.69 SW
13 - - SSTGX Scudder Global Bond S-T (closed) Int'l ook % 0.6 7.0 15.9 10.04 447 3.80 FSW
14 - - ACITX  Amer. Cent. Inflation Adj IntTerm B * * 11 5.1 17.6 11.01 531 359 fSW
15 - - MGFIX Managers Bond Lngterm * * * 1.6 4.9 14.4 23.74 590 5.21 FSW
16 - - VUSTX Vanguard L-T Treasury Lngterm * * * 2.3 2.3 19.6 11.93 9.13 481 fsw
17 - - FBDSX INVESCO Select Income IntTerm * * * 14 6.6 9.7 5.28 591 568 FS
18 - - PRULX T. Rowe Price U.S. Treas. L-T Lngterm * * * 1.9 2.8 16.3 12.42 8.64 4.48 fsw
19 - - VWEHX Vanguard High Yield Corporate Highyld B B * 2.2 7.3 4.0 5.98 757 836 sw
20 - - SRINX Liberty Income CIZ IntTerm B *  * 1.6 5.3 9.6 9.70 438 6.15 FSW
21 - - VWESX Vanguard Long-Term Corporate Lngterm * * * 2.1 2.6 11583 9.38 7.75 5.83 fsw
22 = - STCBX Strong Corporate Bond Lngterm * * * 1.6 6.4 6.4 10.17 6.04 5.97 FSW
23 - - DODIX Dodge & Cox Income IntTerm B * * 0.8 4.1 11.3 12.89 3.30 5.08 fsw
24 - - NIBDX Eclipse Bond Lngterm * * * 11 4.6 9.5 9.95 3.78 450 SW
25 - - DRBDX Dreyfus A Bonds Plus IntTerm  * * * 1.2 4.2 10.0 14.07 457 526 FSW
26 - - NIIBX Eclipse Indexed Bond IntTerm B * % 0.9 3.6 11.9 11.04 3.74 478 SW
27 - - KIFIX FifthThird Bond Lngterm * * * 0.9 3.4 12.0 10.30 472 447 w
28 - - SCSBX Scudder Income (closed) IntTferm B * * 1.0 3.7 10.5 12.88 3.79 483 FSW
29 - - FBDFX Fremont Bond IntTferm B * * 11 3.7 10.3 10.54 410 350 fsw
30 - - USAIX USAA Income IntTerm B * * 1.0 34 11.0 12.50 411 508 w
31 - - PRPIX T. Rowe Price Corporate Inc Lngterm * * % 1.4 4.7 6.7 9.30 481 6.60 fsw
32 - - BUFHX Buffalo High-Yield (2%r<180d) HighYld B B * 1.4 5.2 5.2 9.90 6.36 6.31 FSW
33 - - VFITX  Vanguard Intermediate Treas. IntTerm B * * 1.0 1.6 14.6 11.84 552 470 fsw
34 - - WPGVX WPG Core Bond IntTerm B * * 0.8 383 10.8 10.55 3.89 3.66 FsW
35 - - VALBX Value Line U.S. Govt Sec IntTferm B * * 0.9 2.7 11.8 12.19 4.03 3.84 FSW
36 - - FBNDX Fidelity In vestment Grade IntTerm B * * 11 34 9.2 7.63 3.66 3.89 Fsw
37 - - CPTNX American Government Bond IntTerm B * * 0.5 25 12.2 11.25 480 337 f
38 - - FTRGX Federated Total Return Govt IntTferm B * * 1.0 2.1 12.3 11.23 497 476 sw
39 - - SRBFX Liberty Intermediate Bond CIZ IntTerm B *  * 1.3 47 5.1 8.88 3.75 6.01 FSW
40 - - MNTRX Montgomery Total Return IntTerm B *  * 0.7 2.8 10.7 12.41 3.71 5.01 FSW
41 - - PYGFX Payden Global Fixed Income Int'l ook F 0.4 3.2 9.8 10.28 3.34 385 fsW
42 - - CMHYX Columbia High Yield HighYld B B * 2.2 4.7 &3 8.47 573 6.96 fSW
43 - - FBDGX INVESCO U.S. Govt Sec Lngterm * * * 0.9 21 11.4 7.62 470 3.16 FS
44 - - TGMNX TCW Galileo Total Return Bond IntTerm B * * 0.3 2.7 10.6 10.21 3.72 6.97 SW
45 - - JAFIX  Janus Flexible Income Multi ook % 1.1 2.9 8.7 9.73 429 480 FSW
46 - - SFIUX  Safeco I-T U.S. Treasury IntTerm B * * 0.8 1.9 11.5 11.01 439 459 FSW
47 - - STVSX Strong Govt Securities IntTerm B * * 0.7 2.0 11.3 11.21 3.94 381 FSW
48 - - STHYX Strong High Yield Bond (1%r) HighYld * * * 2.4 7.7 -5.6 6.88 12.29 10.31 FSW
49 - - PTTDX PIMCO Total Return IntTerm B * * 0.9 2.6 9.3 10.79 412 3.86 SW
50 - - FSTGX Fidelity Intermediate Go vt IntTerm B * * 0.8 2.1 105 10.41 349 375 Fsw
51 - - PRHYX T. Rowe Price High Yield HighYld B B * 1.3 51 21 6.39 789 9.16 sw
52 - - DRGBX Dreyfus 100 Treasury L-T Lngterm * * * 1.7 1.7 9.7 16.43 7.89 428 FW
53 - - TGHNX TCW Galileo High Yield Bond HighYld B B * 2.8 4.5 0.7 6.57 8.64 9.26 SW
54 - - PRCIX T. Rowe Price New Income IntTerm  * * * 0.8 3.2 6.9 8.99 3.68 452 fsw
55 - - WTIBX Westcore Plus Bond IntTerm  *  * * 0.7 2.6 8.5 10.31 336 6.91 FSW
56 - - VAGIX Value Line Aggressive Inc Highvld * B * 2.3 5.2 -1.1 441 1027 9.23 FSW
57 - - MTOIX Mercury Total Return IntTerm * * * 0.2 2.2 9.7 13.35 372 452 FS
58 - - DRGMX Dreyfus GNMA IntTerm * * * 0.4 2.6 8.4 15.19 275 497 FSW
59 - - VFIIX Vanguard GNMA IntTerm  *  * * 0.0 1.0 125 10.72 282 539 fsw
60 - - VBMFX Vanguard Bond Market IntTerm B * * 1.0 2.1 8.0 10.41 3.54 537 fsw
61 - - MGIDX Managers Int. Duration Govt ShtTerm * * * 0.4 2.2 8.7 10.63 2.87 3.85 FSW
62 - - FTHRX Fidelity Intermediate Bond IntTferm B * * 0.7 2.6 7.2 10.81 3.14 456 Fsw
63 - - PTMDX PIMCO Total Return Mortgage ShtTerm B * * 0.3 1.8 9.0 10.75 285 231 SW
64 - - FGOVX Fidelity Government Income IntTerm * * % 1.0 1.2 9.2 10.53 456 3.92 Fsw
65 - - SFUSX Safeco U.S. Government IntTerm B * * 0.5 15 9.0 9.88 291 4388 FSW
66 - - JAHYX Janus High Yield Highyld B B * 1.8 35 1.8 9.12 6.26 6.89 FSW
67 - - RPSIX T. Rowe Price Spectrum Income Multi ook 0.5 34 4.0 10.79 3.97 494 fsw
68 - - PTLCX PIMCO Low Duration ShtTerm * * * 0.4 21 6.2 10.32 209 291 fw
69 - - SWBDX Schwab S-T Bond Mkt Index ShtTerm * * * 0.3 18 6.9 10.23 236 417 S
91 - - NTHEX Northeast Investors Trust Highvld * B * 1.9 0.3 0.5 6.93 8.15 8.57 fsw
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FUND FAMILY NEWS

Taking Advantage of
(Fidelity’ s) Low Prices

In this maket, we'll take our victores wherever we can
find them.

The Mach 11, 2003 Hotline ecommended the sale of
Fidelity Low-Priced Sto& fund (FLPSX)therby locking in piof-
its for two of our thee Fdelity-only portfolios. Lov-Priced Stok
has been agmendous pesfmer on aelative basis since our i
tial purchase in Neember 2000. Lizly it has slipped a bit on our
list as a subtle shifiveay from \value tavards gowth has emejed

MoNEYLETTER purchased Lw-Priced Stok first for the
Ventuesome Brtfolio on November 29,2000, and the fund
retumed 12.5% toVentuesome imestos thiough Mach 12,
2003.At first Hush,+12.5% mg not seem to be thampressve
for almost tvo and one-half gas’ work. However, when you
compae thd retum to the S&P 500 Inde which dedined by
40.1% br the same pard, it is indeed impessve. The Rdelity
Moderate Portfolio also tuned a pofit on the tade while the
Consevative Portfolio (which purchased the fund in dbruary
2002) lost mong although less than the nket pioxy.

Fidelity Purchase = FLPSX Return  S&P 500 Retun
Portfolio Date Purchase Dde Purchase Dde
thru 3/12/03 thru 3/12/03
Ventuesome  11/29/00 +12.5% -40.1%
Moderte 01/10/01 +6.5% -38.8%
Consevative 02/20/02 -15.9% -26.8%

MoNEYLETTERS not the ont media outlet toacgnize the funds
outstanding pedrmance Momingstar ecenty named pdfolio man
ager JDelTillinghast Domestic StdcManayer of theYear “T hrough
good times and badillinghast has &pt this $15 billion jugemaut
ahead of ma nimbe competition...in the endie has made billions
for his shagholdes;’ said the mtual fund ating oiganizdion.

While Momingstar called hinfone of the best magars in
the histoy of funds, here & MoNEYLETTERwWe male sue we
don't get caught up in sicplaitudes.We've talen adantaye of
what the fund had to &r, and nev we've moved on to kdelity
Capital Apprecigion (FDCAX) for the Modeate Rortfolio and
Fidelity Growth & Income Il (FGRX) for theVentuesome and
Consevative Portfolios. Both funds hae gotten of to a god
stat since the xchange.

* * %

Fidelity has intoduced anotheleal estte fund designecdof
potentially higher incomeThe Hdelity Real Estge Income Fund
(FRIFX) seeks higher tharverage income along with caital
growth as a secondaobjectve. How is this fund diferent fom
Fidelity’s Real Estie Investment Brtfolio (FRESX)?According
to Hdelity, this nav fund has a higher allotian to fixed-income
secuities and a geder emphasis on crant income

Specifcally, FRIFX resticts its sto& holdings to not ma&
than 50% of assets. Based onrent maket conditions,the
Fidelity Real Estte Income Fund has arpected asset mixase
to 50/50 (equities to d¢ secuities). Hdelity Real Estte
Investment Brtfolio had moe than 95% of its assets/ésted in
common stoks & yearend

For moe information on Rdelity funds,call (800) 544-6666.

MONEYLETTER (800) 890-9670
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TOP-YIELDING MONEY FUNDS 7

100% U.S. TREASURY FUNDS

7-Day 30-Day 1-Year
Vanguad Treasuy MMF 0.96% 0.97% 1.39%
Gabelli US Treasuy MMF 0.93 0.98 1.41
Fidelity Spatan USTreas MMF 0.91 0.89 1.33
Amer Centuy Capital Presv Fund/la 0.81 0.86 1.25
T Rowe Pice USTreasuy MF 0.74 0.74 1.21
Prudential Got SecTr/US Treas/CIA 0.67 0.67 1.15
DBAB Cash Resee Treasuy 0.64 0.58 1.03
Dreyfus 100% USTreas MMF 0.61 0.61 1.09
Schwab USTreasuy Money Fund 0.61 0.63 1.04
CMA Treasuy Fund 0.60 0.60 1.18

GENERAL PURPOSE TAXABLE FUNDS

PayPal Money Market Fund 1.32% 1.34% 1.75%
RBB MMP/Sansom Sget Class 1.15 1.16 1.62
Phoenix-Goodin Money Market Seies/A 1.14 1.11 1.22
Bunker Hill MMF 1.13 1.13 1.54
McMorgan Pmcipal Pesevation Fund  1.09 1.10 1.49
ScudlerYieldWise Mong Fund 1.09 1.10 1.49
TIAA-CREF Mone/ Market Fund 1.08 1.10 1.52
Vanguad Pime MMF/Retail 1.07 1.10 1.53
Scudler Pemium Mong Mkt Shis/ClIS  1.05 1.07 1.44
Dreyfus BASIC MMF 1.04 1.04 1.50
Scudier PeEmium Mong Mkt Shis/AARP 1.04 1.07 1.44
Strong Heitage MF/Irv Class 1.04 1.04 1.43
TAX-FREE GENERAL PURPOSE FUNDS
7-Day 30-Day 1-Year
Vanguad Tax-Exempt MMF 1.02% 1.03% 1.34%
Strong Tax-Free Mong Fund 0.99 1.04 1.31
Strong Municipal MMF 0.95 0.98 1.27
ScudlerYieldWise Muni MF 0.90 0.91 1.17
USAA Tax Exempt MMF 0.87 0.90 1.15
Evergreen Municipal MMF/CI | 0.85 0.91 1.24
T Rowe Pice Summit Muni MMF 0.80 0.83 1.13
Scudler Tax-Exempt Mong Fund 0.79 0.80 1.07
Amer Centuy T-F MMF/Inv Class 0.77 0.83 1.15
Fidelity Municipal MMF 0.76 0.77 111
TAX-FREE STATE-SPECIFIC FUNDS
7-Day 30-Day 1-Year
Vanguad OH Tax-Exempt MMF 1.00% 1.04% 1.32%
Vanguad CA Tax-Exempt MMF 0.96 0.98 1.24
Vanguad NJTax-Exempt MMF 0.91 0.94 1.19
Vanguad FA Tax-Exempt MMF 0.91 0.95 1.24
USAA Tax Exempt CA MMF 0.88 0.88 1.14
Vanguad NY Tax-Exempt MMF 0.88 0.92 1.23
Northem CA Municipal MMF 0.72 0.70 0.98
Fidelity NY Municipal MMF 0.69 0.72 1.00
Fidelity PA Municipal MMF 0.69 0.69 1.03
Fidelity FL Municipal MMF 0.68 0.68 1.05

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 3/11/03hird 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

REGISTER FOR SPECIAL UPDATES

With significant uncertainty in the markets as we go to
press, we may find it necessary to send supplemental
information to those subscribers who want it. To
receive any special updates or advisories, please
send an email to: service@moneyletter.com with an
indication of your email address. We will not sell or rent
your email to any outside organization.
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8 FUND PROFILE

The Ins and Outs of
Ginnie Maes

Following up on our ne allocdions for the Consesative
model potfolios, we're taking a look aanother imestment thia
has sered lov-risk investos well during tough maket times:
mutual funds thainvest in Ginnie Maes and other rgage
secuities. Bebre looking & a specift fund, it's necessarfirst
to undestand the undéying secuity—Ginnie Maes or
GNMAs. Ginnie Mae secities ae essentiayl pools of mot
gages tha have been bndled tgether ly banks and other lend
ing institutions and esold as iked income secities to
investos.

The Gawvemment Naional Mortgage Associdion (GNMA)
guarntees thizead month,you will receve timely payment of
principal and intest flom the unddying moitgages,whether or
not the homewner males his or her pament. So akad/, we
see tvo major benefs to GNMAs:as a gvemment-avned cof
poration, your GNMA investment is bded ty the full faith and
credit of the US. govemment; and gur pincipal and integst
payments ae guaanteed Histolically, GNMAs have piovided
higher yields than those on® Treasuy ohbligations with sim
ilar maurities. In fact, accoding to Chales Stwab & Co.,
since 1980GNMA secuities have yielded betwen 0.8% and
2.3% moe than 10-garTreasuy notes.

Drawbadks

As with ary investmentGNMASs do hae their dawbads.
First, detemining the &act yield & ary given point on a Ginnie
Mae is dificult—in fact,yields quoted & ailvays gproximate.
That's because of thefett of pepayments on the amount of
income ivestos receive eab month. Pepayment isk is a eal
concen for GNMA investos. If borowers pepay their mot-
gages fster than anticiped, the investor gts lager monthy
payments (as argdaer potion of piincipal is paid df), and
future pgyments will decease If the investor pgs off his mot-
gage in full, either because resold his house oefinanced due
to lower inteest etes,the investor eceves bak a potion of his or
her oiginal investment. In the casehee inteest ates hae been
dedining, the irvestor is thendrced to eirvest & a lover rate.

Outlook nowv

GNMAs have been outpeofming Treasuies, and with
interest ates a very low levels,the wave of motgage refinanc
ings should be neiaig an end Moreover, with rates so lav, the
next major tend in inteest mtes is lilely to be higherin tha
instance Treasuy bonds will sufer (emember thiastraight
bonds’prices mae inversely to inteest etes). But, GNMAs

should hold up bettefThe rason? Rpayment isk is gedly
reduced wen inteest etes head up. Meover, mutual funds
that invest in GNMAs will ean a gadualy rising yield as ne
Ginnie Maes with higher yieldsplace older lower-yielding
secuities in their potfolios.

One of the best

When irvesting in GNMASs or other mtgage-baked secu
rities, a mutual fund is gneally the way to go. After all, the
reinvestment of those prcipal and integst pgments is doneoir
you.And one of the best is tHeCW GalileoTotal Retun Bond
Fund (TGLMX). Dont let its namedol you. While it does not
sound like a GNMA/motgage fund it is. Until May 2002 its
moniker was theTCW GalileoTotal Retun Mortgage-Baded
Secuities Fund but the name ltange in no vay affected its
mortgage olientaion. Insteadthe TCW Galileo team leanged
the name toeflect the funds benbimalk, the Lehmam\ggregate
Bond Inde, which is also the bemenak for most coe bond
funds. (The Lehman Mdgage Inde is its secondar bend-
maik.) The idea is to &g the fund competite with both plain
govemment motgage funds and intenediae-tem bond funds.

Lead potfolio manajer kffrey Gundlahh emphasias tha
the mangers aim to outpedrm both the PIMCOTlotal Retun
Bond fund and th&anguad GNMA fund over trailing three-
year time fames.Thus, he leegs the funds dustion tageted
between the shoer Lehman Maigage-baked secuties inde
and the longr LehmanAggregate. The mangers also aim to
structure the patfolio to be betterlale to withstand the impacts
of changng intelest mtes and pEppayment wolatility. They tend
to estiav modest-pemium 30-gar secuties in favor of
adjustdle-rate pass-thwughs, prepayment penalty pass-
throughs,and 15- and 20ear pass-tlmughs. Why? Typical
newly issued 30-gar secuties would have a higher leel of pre-
payment isk. The team empha®s gvemment- or gengy-
baded sectities, although &out 18% of the pdfolio is in non-
ageng/ secuities, which ae all mted AAA. Tha's a typical
stale for the fund

Gundlath andTCW team hae cetainly been successful.
For the tailing one-three-,and fve-year peiods ended Manh
13, the fund has outpacedllaast 96% of the funds in its Lipper
caegory—U.S. moitgage funds.

TCW GalileoTotal Retun Fund
TCW Galileo Funds
865 S kgueroa, 18th foor
LosAngeles,CA 90017
(800) 386-3829
Minimum investment:$2,000/$2,000 IRA
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