Scaling the Wall of Worry
Fourth Quarter and 2003 Review
by Walter S. Frank, Chief Investment Officer

Who would have thought when this year began that it wo
become the second best year for MlameYLETTERgrowth portfo-
lios since they began in 1987 (the Year of the Great Crash)?

lios since the family portfolios were introduced in 1995? N
expectations were low just one year ago, and the Alert Level
Red after three years of a vicious bear market that crushed

spirits of investors. Yet here we are one year later with these ReL

formance numbers.

What was remarkable about last year was the way the pertror-

“Serving Investors Since 1980

that it would be the best year for all the Vanguard family portfg—

\Ederformance of the single fund family and tMe@NEYLETTER
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The Fourth Quarter

As the table shows, the fourth quarter performance num-

bers just reinforce what was going on all year. The

Venturesome portfolios did better than the Moderate ones,
\vanich in turn did better than the Conservative ones. There is no
u . X

surprise here. It is all a standard product of our normal asset

(r)cation when the market is advancing. Performance doesn't
Wways come along in this textbook fashion.

The quarter was like the year in another aspect: the relative

fos performed better than the Vanguard portfolios which did

tter than the Fidelity portfolios. As the Table shows, the same
elative rankings held for the last quarter.

mance sneaked up on us. As you know, one hallmark of the y
was that the lower quality stocks were the leading performers.
many bewildered money managers complained, the lower
quality of the company and the worse the earnings, the better
stock did (think telcom). We avoided funds that concentrat
solely in those bubble-crushed areas (for example, RS Informat
Age, up 97.8% last year). We had no funds, then, that rode
comeback rocket. What we did have was a group of funds that
kept chugging away, month after month, and slowly the numb
mounted. For a long while, it looked like a good, maybe a ve
good year, but nothing more than that. Only when the year
over did the numbers show just how good the year was. Tha
what we mean by a year that “sneaked up.”
In order to understand last year, go back to the first quai
and realize that both thdoNeYLETTER/enturesome and Moderate
portfolios showed losses for the quarter. Small losses to be s
but losses nonetheless (-3.9% and -3.6% respectively). So for
last nine months, the Venturesome Portfolio gained 50% (GO
49.5%), and about one-third of that performance came in the

Table 1
Portfolio Performance (2003)
Portfolio 4™ Quarter Year
(Sept. 30 — Dec. 31) (Jan. 1- Dec. 31)

MONEYLETTER

\enturesome 16.1% 45.6%

Moderate 13.9 41.7

Conservative 8.4 19.6
Fidelity

\enturesome 12.0% 30.7%

Moderate 11.2 29.5

Conservative 6.0 17.6
Vanguard

\enturesome 13.5% 37.1%

Moderate 12.1 34.1

Conservative 7.3 20.4
MoNEYLETTERSelect 12.2% 31.9%
Vanguard 500 Index Fund 12.1% 28.6%

guarter. The same holds true for the Moderate Portfolio. The r3

was persistent throughout the year.

Market Trends
Trailing Forward
12-Mo Trend 6-Mo Estimate

Economy Higher Higher
Interest Rates Higher Flat/Higher
Dollar Lower Flat/Lower
Inflation Flat Flat
Dow Higher Higher
NASDAQ Higher Higher
Europe Higher Higher
Japan (Nikkei) Higher Higher
Hong Kong (Hang Seng) Higher Higher

PRI Financial Publishing, Inc.

Certainly the Fidelity growth portfolios would have done bet-
ter had we not been wary about adding Fidelity Leveraged
Company to our fund list. It would have brought the Fidelity and
Vanguard performances closer together. But in general, the
Vanguard growth list last year offered better opportunities than did
Fidelity’s. We should add that usually this has not been the case.

As we said before, while the fourth quarter performance of
the portfolios was special (16.1% foMONEYLETTER
Venturesome, 13.5% for Vanguard Venturesome and 12.0% for
Fidelity Venturesome—just annualize those numbers), it was no
better than performance in the previous two quarters. But aside
from the numbers, the Fourth Quarter was different from the

(continued on page 2)
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2 ANALYSIS

(continued fom paje 1)

eatier quaters in tha it maiked an incease in comflence thathe
rally was Dr real. Last quder was the quder whenWall Street Table 2
(and Main Steet) were finally corvinced tha the econom had 4" Quarter Fund Performance
tumed Wall Street dopped nuch of its bear méet slepticism, (Selected Funds)
while the pulic finally poured mong bad into funds. Royce Oppotunity 19.9%
Look & the fund perdrmance list (&ble 2) and pu will see Vanguad Emeging Markets 19.0
tha the gpetite br risk did not shink last quater. The funds ve HeatlandValue 18.5
held thoughout the quéer tha were top perbrmers were either Fidelity SmallCap Stok 17.3
small cg or the iskier intenational funds.The top fund \as RSPartners 16.9
Royce Oppotunity followed dosely by Vanguad Emeging Wm. Blair Small Ca Growth N 15.2
Markets Stok Index. Then came idelity Small Ca Stok and Matthews Pacific Tiger 14.8
RS Ratners. Small vas beautiful. In the elgrweeks of aruary Vanguad Capital Value 14.5
there is no gidence thasmall c@ leadeship is fding The cur \L/anglljvlad Extgndeq :\M‘EI gg
rent wisdom on the Stet is thait will fade It ultimately will, €9g Mason Specia :
; . Vanguad Small Ca@ Growth 135
of course but it could be net month or ngt year We'll let the
. . Vanguad Exploer 13.1
performance d&a decide thiaissue or us.

Wha impresses ustmut the fund pedrmanceTable is tha
every one of the twlve funds on the list skeed doule digt
retums. Tha was an impdant hallmak of last quater: the
advance vas boad broader than eder in the year

Looking bag, it is no suprise tha investor optimism gew
during the quaer. Wall Street was waiting for job gowth, and
the Sptember emplgment eport was the if st report shaving
growth in s&zen monthsThen thee were positve eanings suy
prises though the quaer. Finally, the mamfactuing outlook

MONEY MANAGEMENT &
FINANCIAL PLANNING SER VICES
Investment Mana gement
“The MoNEeYLETTER Managed Account Program

1l

turned decided! cheel. We had somelbckbuster eports justk
fying strong optimism bout marmifactuing.

The year tha was

Moving from the quaer to the gar if we had to put our
finger on one @ason @r the potfolios’ strong perbrmance it
would be asset allotian. We had adirly aggressve allocdion

Customized Portfolio Management

Financial Planning Ser vices
Tax, Estate, Cashflow, and Retirement Planning

For more information contact us:

going into the war and ty late May we committed all the
reseves in theVentuesome allodion to domestic equities.
Dee down it was the Ed’s inteest ate poligy tha drove our
allocaion decisions.

Even ealier, as the ally from the Mach lows gthered
steamwe came to the cohgsion tha this mlly was diferent. In

PRI Financial Advisors Inc.
360 Woodland St.
Holliston, MA 01746

» ToLL-FREE: (800) 707-2060

* WRITE:

the May 9th issue oMONEYLETTER We wrote, “Shed the bear * FAX: (508) 429-0940
psydiology.” Wha we meant \as thait was time tak someisk, . . .

to move, say, from the Consemtive allocdion to the Modeate * E-MAIL: info@priadvisors.com
allocaion. We knav how difficult it was to bllow sud adiice « WEBSITE:  www.priadvisors.com

after the btering from the bear méet.

One ear of course is just onesaar In viewing perbrmance
one year meanseiy little. A somevhat better viev is gven by the
performance of the ta MoNEYLETTERgrowth pottfolios from the
end of '99 though last gar—the bear mket and theifst recos-
ery year For the entie four yeas, the MoNEYLETTER/ENtueSOME
Portfolio shavs a @in of 2.5% per gar the Modeate Portfolio a
gain of 4.4% per gar while the S&P 500 shues a loss of 6.8%
per year In other vords, followers of this lettes adiice over the
last four yeas would be in the ladk, while S&P 500 inde
investos would still be considebly in the ed

2003 is behind u¥Ve look brward to the ballenges of 2004$

Ask about PRI’s free
no-obligation portfolio review

Minimum investment is $100,000
for all managed accounts.

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.
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MONEYLINE MODEL PORTFOLIOS 3

January Fog

The tone ér the economic umbes we hare been gtting
about December as set ¥ the emplgment eport, which, as
everyone knavs,was a major diggpointmentWe all expected a
reasonhly big number Instead w were told paroll employ-
ment gew by a miniscule 1,000 jobs last monte find it had
to beliere. Something is wong not in the econow but in the
report. As othes have pointed outcorrectly, the eport flies in
the face of gerything else v ae being told bout emplgment.
Some in the mss hae pounced on thegport to push their
favorite notion of vy the econom is in troube, at least with
regard to emplygment. We need mar dda bebre ary of us
knows wha is hgpening on the empjment foont.

Many, but by no means allpf the other economicumbes
about December adfity have been soft as@ll. The maket has
not paid nuch atention.The maket'’s atention has beemm€used
on the earings eports nav coming out and also on qmrate
developments.The eanings eports hare been gneally posk
tive, though thee have been some dippointmentssuc as with
Intel (not with the actual emaings lut with the guidance)s to
be pected with optimism fsing epectdions ae rising as
well. Tha is scenab for disgpointment.

Still, putting aside the dailfroth, the econom appeas to
acting well, and the eanings eports (and guidance) arcetainly
saisfactor. We just need toamember thiza repea of last years
performance is not in the ads.What we should lookdrward to
is a easonble doube-digit performance We do belige, how-
ever, tha ary suiprises this gar will be on the upsid€etainly,
the inteest ate evironment is ging to iemain positre for some
months to come

Portfolio changes

The Hotline ofTuesdg, Jaruaty 6 recommended a ses of
allocaion changes tha affected all sixVentuesome and
Moderate potfolios. Hee ae the fund banges efective
Wednesdg, Jaruaty 7. MONEYLETTER Venturesome:Sold 497
shaes of Lgg Mason Special @ $45.80 per shaPucchased
836 shaes of Mathews Pacific Tiger @ $13.62 per sharAlso
purchased 596 shes of Rdelity Intemaional Small Ca @
$19.10 per shar MoNEYLETTER Moderate: Sold 263 shas of
Legg Mason Special. Pdhased 630 shas of FHdelity
Intemational Small Ca. Fidelity Venturesome: Sold 1,144
shaes of Rdelity Aggressie Gowth @ $15.20 per shar
Purchased 455 shes of Rdelity Intemaional Small Ca and
578 shaes of Rdelity SoutheastAsia @ $15.05 per shar
Fidelity Moderate: Sold 658 shas ofAggressve Giowth @
$15.20 per shar Puchased 157 shes of Intenaional Small
Cap and 465 shas of Southeagtsia. Vanguard Venturesome:
Sold 1,512 shas of Caital Value @ $10.43 per stleAlso sold
59 shaes of Exploer @ $67.61 per sharPurchased 1,605
shaes of Emeging Markets Inde @ $12.32 per shar
Vanguard Moderate: Sold 262 shas of Stategic Equity @
$19.07 per sharAlso sold 74 shas of Exploer. Puchased 373
shaes of Intenational Value @ $26.79 per stea

MONEYLETTER (800) 890-9670

service@mone yletter .com

CONSERVATIVE

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

Money Funds 10%
10%

Domestic Stock
35%

Bond Funds 45%

M ODERATE

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

Bond Funds 20% Domestic Stock 60%

Int'l
Stock
20%

VENTURESOME

Seeks maxi mum long-term growth by
accepting greater short-term volatility
Int'l
Stock
20%

Domestic Stock 80%

SELECT

Seeks maximum long-term growth by
assertively upgrading fund positions
Investec China Amer. Cent. Int'l
& Hong Kong Opportunity
(ICHKX) (AIOIX)
25% 25%

Henlopen Fund Undiscovered Manager s
(HENLX) SC Growth (USRLX)
25% 25%
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4 FUND SCORECARD & RECOMMENDATIONS

Domestic Stoc k Funds s I3
RANK s & 5 TOTAL RETURN PRICE RISK
116 1Mo 6Mo Ticker Fund § 5 & | | PER  [g. NTF/
2004 Ago Ago Symbol FUND NAME (Max. Load) Type g S ¥ 1mo. 6mo. 12mo. SHARE Dev. Beta wtf
1 1 3 HENLX  Henlopen Fund (1%r<30d) SCGro * B B 11.4%  45.4% 69.4%  $27.73 337 143 FSW
2 2 - FLVCX  Fidelity Le veraged Company MC * B B 11.2 35.3 88.9 20.38 - - Fw
3 14 2 USRLX  Undisco vered Small Cap Gr owth ($10,000) SCGro B B B 17.6 351 79.6 11.58 - - fw
4 18 18 POGSX Pin Oak Aggressive Stock MCGro * B B 17.6 375 68.9 22.03 40.6 257 FSW
5 10 6 RYPNX  Royce Oppor tunity (1%r<180d) SCVal B B B 124 374 76.7 1308 263 107 fsw
6 3 11 HRTVX  Heartland Value (closed,1%r<90d) SCVal S 8 § 9.7 33.6 759 54.33 21.0 0.76 FsW
7 5 1 OBEGX Oberweis Emerging Growth (1%r<180d) SCGro * B B 138 27.0 76.0 2937 342 163 FSW
8 12 32 BOGLX Bogle Small Cap Growth (closed) SCGro B B B 12.7 320 64.7 2841 213 090 w
9 8 7 WBSNX WmBlair S-C Gr owth N (c losed,1%r<60d) SCGro B B B 117 304 68.5 23.33 34.6 132 FSW
10 6 10 RSSGX RS Smaller Compan y Growth SCGro * B B 109 30.2 66.3 2193 280 133 FSW
11 13 4 RSDGX RS Diversified Growth SCGro * B B 1.9 274 66.4 2375 290 153 FSW
12 9 - NESGX  Needham Small Cap Growth SCGro B B B 10.0 320 57.7 18.07 - - FSW
13 89 117 VWEGX Van Wagoner Emerging Growth (closed) MCGro * H H 212 28.1 48.8 738 547 300 FSW
14 21 15 NBSSX  Neuberger Berman Focus LCVal * B B 133 26.7 64.2 3886 362 187 fSw
15 20 23 USCGX USAA Capital Growth SCGro * B B 108 285 59.9 6.89 - - fsw
16 65 8 LMOPX  Legg Mason Opportunity Trust (1%r<1yr) MC * B ® 1.1 244 67.8 1463 322 145 -
17 56 25 TGSCX TCW Galileo Small Cap Growth MCGo * H H 15.9 26.9 544 1641 379 217 FSW
18 23 14 PBEGX PBHG Emerging Growth SCGro  * (H) (H) 145 250 58.9 1414 336 203 FSW
19 15 28 WMCVX Wasatch Small Cap Value (closed,2%r<60d) SCVal B B B 9.0 215 60.1 557 254 0.86 FSW
20 68 43 VHCOX Vanguard Cap Opp ($25,000,1%r<5yr) MCGro * H H 12.6 27.8 52.4 2125 228 129 fsw
21 16 79 BERWX Berwyn Fund (1%:r<180d) SCVal B B B 75 314 50.8 25.68 20.6 063 fsw
22 49 5 UBRRX  Undiscovered Behavioral Growth ($10,000) MCGro * H H 13.2 22.9 63.3 21.07 269 134 W
23 7 12 RSPFX RS Partners SC B B B 73 26.7 61.3 2819 230 065 FSW
24 26 9 BUFSX  Buffalo Small Cap (closed) SCGro B B B 10.1 244 60.7 23.58 28.9 120 SW
25 33 33 TGVNX TCW Galileo Value Opportunities MC H H H 15 275 50.7 21.42 - - FSw
26 45 52 VISGX  Vanguard Small Cap Gr owth Inde x SCGro H H H 12.1 26.2 514 1406 223 102 w
27 31 51 MERDX Meridian Fund SCGro H H H 10.0 26.7 534 35.18 20.3 084 fw
28 17 16 JAVIX  Janus Venture (closed) SCGro * B B 9.6 249 574 51.94 301 152 FSW
29 11 83 MOPIX Mainstay Small Cap Oppor tunity (c losed) SCVal B B B 5.9 28.2 54.3 1718 175 0.63 FSW
30 66 29 RSEGX RS Emerging Growth (closed) MCGro * H H 14.2 233 53.7 30.46 30.6 168 FSW
31 53 45 GSETX  Columbia Small Company Equity CIZ SCGro H H H 1.8 252 50.6 1832 330 110 fw
32 24 240 1ZZYX ICM/Isabelle Small Cap Value SCVal B B B 10.3 285 445 1439 246 085 FSW
33 39 27 MNSCX Montgomery Small Cap SCGro * H H 114 238 54.2 11.61 243 113 s
34 25 44 CSMVX  Century Select Small Cap SCGro B B B 7.8 26.8 51.3 2267 163 054 FSW
35 57 24 NEEGX Needham Growth Fund (.75%r<30d) MCGro H H H 1.9 254 48.7 3170 288 138 FSW
36 22 22 BPSCX Boston Ptnrs Smicap Val (closed,1%r<1yr) SCVal B B B 8.3 24.8 55.4 2375 264 0.74 FSW
37 19 78 FSLCX  Fidelity Small Cap Stoc k (2%r<90d) SCGro B B B 81 285 46.3 1782 203 092 F
38 27 46 JSVAX Janus Special Equity MC * (B (B 90 256 514 123 190 100 SW
39 69 57 STDIX Strong Discovery MCGro H H H 12.3 25.7 444 21.07 179 0.84 FSW
40 52 26 LMASX Legg Mason Special In vestment Trust MC * H H 10.3 22.6 55.0 4700 272 130 -
41 50 49 VEXPX  Vanguard Explorer SCGro H H H 11.3 24.3 49.0 69.83 247 118 fsw
42 32 56 NAESX Vanguard SmallCap Index SC H H H 9.3 251 48.7 23.80 222 1.03 fsw
43 58 36 RSMOX RS MidCap Opportunities MCGro H H H 10.0 24.1 494 1143 203 108 FSW
44 82 13 TGANX TCW Galileo Aggressive Growth CIN MCGro * H H 15.9 20.2 50.3 1294 382 214 SW
45 47 70 RYLPX  Royce Low Priced Stock (1%r<180d) SCVal H H H 8.7 26.1 452 14.65 26.1 102 FSW
46 71 47 CUEGX CS Warburg Pincus Emerging Growth MCGro H H H 11 235 47.6 2944 240 131 FSW
47 61 109 TASCX  Third Avenue Small-Cap Value SCVal H H H 95 26.2 431 1993 191 081 FSW
48 105 126 FMILX Fidelity New Millennium (closed) MCGro H H H 118 246 431 32.33 304 151 fsw
49 79 99 SMTVX  Strong Multi-Cap Value MCVal H H H 104 272 385 57.92 188 085 FSW
50 40 34 TMGFX  Tumer Mid Cap Growth MCGro * H H 10.2 225 49.9 2327 312 170 FSW
51 34 17 PRNHX T Rowe Price New Horizons SCGro H H H 9.6 22.2 511 26.16 29.2 144 fsw
52 98 53 TWCVX American Century Vista MCGo H H H 116 22.3 478 1320  20.6 0.77 fSW
53 30 37 CRMSX CRM Small Cap Value Inv scva H H H 8.0 22.8 50.3 2540 229 087 FSw
54 43 120 CRIMX  CRM Mid Cap Value Ins MCVal H H H 71 253 424 22.38 20.0 065 w
55 59 74 PENNX Royce Penn Mutual (1%r<180d) SCVal H H H 7.7 242 433 9.26 19.2 0.71  Fsw
56 81 50 RSVPX RS ValuetGrowth IS H H H 10.1 219 452 18.25 174 104 FSW
57 46 128 CRMMX CRM Mid Cap Value Inv MCVal H H H 71 25.0 419 22.17 - - FSw
58 91 38 BRAIX  Bridgeway Aggressive Investors 2 MCGro * H H 12.0 18.7 49.9 12.89 - - fsw
59 35 40 FDCAX Fidelity Capital Appreciation MC H H H 7.6 22.2 474 2527 232 127 fsw
60 51 58 VEXMX Vanguard Extended Market Inde x MC H H H 8.3 22.3 46.0 2787 231 117  fsw
61 4 60 CGMFX CGM Focus SCVal RGEG) 29 225 535 2884 506 013 fsw
62 67 35 ARTSX Artisan Small Cap SCGro S S S 95 194 49.9 1502 278 123 FSW
63 48 84 VSEQX Vanguard Strategic Equity MCGro H H H 8.0 224 44.6 1948  16.2 0.78 fsw
64 63 94 FDISX  Dreyfus-Founders Discovery SCGro S S S 95 226 40.7 2744 257 130 FSW
65 55 125 TRMCX T.Rowe Price Mid Cap Value MCVal H H H 75 24.6 38.3 2098  17.7 072 fsw
66 37 30 MXXIX  Marsico 21st Century LC H H H 6.8 20.9 47.9 10.19 20.5 101 fSwW
67 107 66 FOCPX Fidelity OTC Portfolio LCGro * S S 11.6 212 396 3465 292 159 fsw
68 75 67 SLSSX  Selected Special Shares MCGo S S S 74 22.2 425 1213 190 104 sW
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

January 23, 2004 (800) 890-9670 service@mone yletter.com MONEYLETTER



FUND SCORECARD & RECOMMENDATIONS 5

Domestic Stoc k Funds S g
RANK § & § _TOTALRETURN _ PRICE RISK
116 1Mo 6Mo Ticker Fund g3 8 | PER  [g. NTF/
2004 Ago Ago Symbol FUND NAME (Max. Load) Type g S 9 1mo. 6mo. 12mo. SHARE Dev. Beta wtf
69 92 87 LLSCX Longleaf Partners Smallcap (closed) SCVal H H H 72 20.7 46.3 2957 193 067 fw
70 28 39 TUDRX  WPG Tudor SC S S S 7.8 205 45.7 16.96 273 136 FswW
71 36 148 VISVX  Vanguard Small-Cap Value Index SCVal H H H 6.5 239 39.2 1185 232 087 fsw
72 72 - MAVFX  Matrix Advisors Value I'C § 8 § 84 212 42.9 5599 267 125 FSW
73 54 90 FLPSX  Fidelity L P Stoc k (closed,1.5%r<90d) SCVal H H H 7.3 224 40.6 36.16 16.9 0.67 fsw
74 101 82 FIDYX INVESCO Dynamics MCGro S S S 9.8 212 39.7 15.56 295 167 FSW
75 42 96 PBSVX PBHG Small Cap Value ¢ S § § 6.9 227 40.3 2021 243 108 FSW
76 38 93 MUHLX  Muhlenkamp Fund MCVal S S S 51 221 440 64.53 28.6 126 FSW
77 137 107 ARTMX  Artisan Midcap (closed) MCGro S S S 10.6 217 36.3 27139 250 125 FSW
78 115 68 FIEGX  INVESCO Small Company Growth SCGro * S S 1.3 19.7 39.7 119 278 139 FSW
79 106 73 SOPFX  Strong Opportunity MCVal S S S 9.8 21.0 38.6 4155 20.1 107 FSW
80 29 41 SAFGX  Safeco Growth Opportunities SC H H H 6.7 18.1 483 2535 278 122 fsw
81 44 242 PRNEX T Rowe Price New Era C H H H 4.0 26.4 311 2696 188 055 fsw
82 83 19 TGCNX TCW Galileo Select Equity LCGro 8 8 8.6 17.0 47.2 17.75 26.8 155 FSW
83 87 139 FDVLX  Fidelity Value MCVal S § & 7.1 224 354 64.13 185 0.68 Fsw
8 60 71 MPMVX MSIMid Cap Value MCVal S 8§ 8 7.1 20.6 39.8 2118 163 0.80 fsw
85 64 92 PRSVX T.Rowe Price S-C Value (closed,1%r<1yr) SCVal § 8§ & 6.3 213 39.2 30.53 17.6 062 fsw
86 99 146 VIMSX  Vanguard Mid-Cap Index MC S S S 76 217 359 1360 1938 095 fsw
87 112 42 FDGRX Fidelity Growth Company LCGro * S S 9.6 184 411 5256  24.6 146 Fsw
88 93 63 RYPRX Royce Premier (1%r<180d) SC S § S 6.0 212 393 13.32 18.2 073 FSW
89 70 20 KAUFX  Federated Kaufmann Fund(0.2%) MCGro S S S 6.3 17.7 473 511 20.1 089 FSW
90 90 - CAMOX  Cambiar Opportunity LC S S S 6.3 225 350 1488 197 093 FSW
91 78 101 CBMDX C&B Mid Cap Value MCVal § 8 8 6.1 21.0 38.7 19.46 195 0.66 FSW
92 76 86 VCVLX Vanguard Capital Value Lcval (S () (S) 6.4 20.2 40.0 10,59 - - fsw
93 122 113 DODGX Dodge & Cox Stock (closed) LCVal 5 58 5 8.3 22.2 322 11800 168 067 sw
94 74 135 TAVFX  Third Avenue Value MCVal § 8 & 513 214 384 42.90 16.1 0.75 FSW
95 103 75 VPMCX Vanguard PRIMECAP ($25,00081%r<5yr) LC S S S 8.1 19.7 38.0 5556 199 116 fsw
9% 41 62 SMCDX Strong Mid Cap Disciplined MCVal S S S 48 22.3 36.3 2049 213 094 FSW
97 102 131 VWNDX Vanguard Windsor LCval S S S 6.9 211 357 16.80 196 091 fsw
98 84 180 FDSCX  Fidelity Small Cap Ind. (1.5%r<90d) SC H H H 75 20.0 37.2 18.58 177 058 fsw
99 62 64 MPSCX MSISmall Cap Value (closed) SCVal S S S 6.5 194 40.3 2132 187 091 fsw
117 145 100 FDEGX  Fidelity Ag gressive Gr owth (0.75%r<90d) LCGro H H H 8.4 183 335 15.58 305 196 fsw
Dow Jones 47% 16.6% 21.9% indexes do not
NASDAQ 11.2 225 50.3 include dvidends
S&P 500 6.0 14.7 24.6
International Stoc k Funds
1 3 - AIOIX  Amer.Cent.Intl Oppor tunity (2%r<180d) Int| B B B 104% 424%  771%  $8.24 - - S
2 1 - FISMX  Fidelity Intl Small Cap (2%r<90d) Int'l B B B 74 422 78.6 19.20 - - Fw
3 7 3 FLATX  Fidelity Latin Amer. (1.5%<90d) LatinA * H H 145 42.1 65.6 16.15 29.8 - fs
4 13 8 PRLAX T Rowe Price Latin America (2%r<1yr) LatinA * H H 135 373 59.2 1238 29.7 - fsw
5 6 2 PRIDX T Rowe Price Intl Disc. (2%r<1yr) Intl B B B 6.4 36.3 67.1 2711 160 - fsw
6 14 22 OAKEX Oakmark Intl Small Cap (closed,2%r<90d) Int'l B B B 8.3 37.3 57.1 16.74 204 - FSW
7 16 9 SLAFX  Scudder Latin America LatinA * H H 14.1 34.2 55.4 2575 213 - FSW
8 2 25 MJFOX Matthews Japan Fund (2%r<90d) Japan * B B 74 36.0 60.3 1348 152 - FSW
9 - - DREGX Driehaus Emerging Mkis Gr Int'l H @ H 7.6 343 64.2 2105 249 - FSW
10 4 21 SIJPNX Japan Fund (Scudder) (2%r<180d) Japan * B B 9.0 345 585 977 148 . FSW
1 - - DRIDX  Driehaus Intl Discovery Intl H HH 9.0 321 63.0 3059 211 - FSW
12 8 1 ARTIX  Artisan Intl Small Cap (closed,2%r<90d) Intl B B B 6.4 329 63.4 16.03 - - SW
13 9 4 MAPTX  Matthews Pacific Tiger (2%r<90d) Pacific * B B 85 326 59.8 1377 236 - FSW
14 12 6 VINEX  Vanguard Intl Explorer ($10.000,2%<60d) it B B B 7.0 318 61.3 1325 163 - fsw
15 11 7 VEIEX  Vanguard Emerging Mkts Stk Inde x (.5%r) Int'l * B B 8.3 333 55.5 1230 226 - fsw
16 19 17 FSEAX  Fidelity SE Asia (1.5%r<90d) Pacific * ® (B) 9.4 339 51.6 1541 211 - fsw
17 10 15 PRASX T. Rowe Price New Asia Pacific * B B 8.0 321 52.0 892 197 - fsw
18 5 10 ICHKX  Guinness China & Hong K ong Pacific * B B 5.2 309 59.2 16.94 196 - FSW
19 17 20 FEMKX Fidelity Emerging Mkts (1.5%r<90d) Int| ® ® B 93 322 477 11.07 - - fsw
20 20 14 DRFMX Dreyfus Emerging Market (1%r) Intl * H H 7.6 30.0 52.6 1741 216 - FSW
21 18 19 FIEUX  Fidelity Europe (1%r<90d) Euope H H H 53 328 46.1 2156 225 - fsw
22 21 12 SGSCX  Scudder Global Discovery (closed) Intl H H H 8.1 21.7 52.5 2943 201 - FSW
23 15 46 PRJIPX T Rowe Price Japan Japan * H H 6.5 314 44.0 733 144 - S
24 22 29 FIGRX  Fidelity International G & | Intl H H H 7.7 29.9 447 2471 15.2 - Fsw
25 - - FECAX  Fidelity Europe Capital App. Europe  (H) @ H 94 309 395 19.63 188 - Fw
26 24 23 FOSFX Fidelity Overseas (1%r<30d) Intl H H H 8.4 28.7 44.7 3257 155 - Fsw
27 36 38 JAOSX  Janus Overseas (closed) Int'l H H H 8.8 29.7 40.7 21.49 16.5 - FSW
28 27 27 SCOPX  Scudder Pacific Opportunity (2%r<lyr) Pacfic =~ H H H 99 276 438 1209 190 - FSW
29 31 5 OAKGX Oakmark Global (2%r<90d) Global § 8 8 6.5 25.6 49.7 19.79 265 - FSw
30 30 18 VIRIX  Vanguard International Value Int'l H H H 7.3 214 422 2696 168 - fsw
31 35 42 LSIEX Loomis Sayles International Equity Intl S S S 75 279 395 11.42 138 - fsW
32 29 31 PFIFX Preferred International Intl S S S 73 28.0 394 1472 174 - w
33 28 16 HAINX  Harbor International Int! S S S 7.0 215 40.8 3761 179 - Fsw
34 32 28 FDIVX Fidelity Diversified Intl (1%r<30d) Intl S S S 6.5 26.9 425 24.64 138 - Fsw
3 33 26 WBIGX Wm.Blair Intl Growth Stock N It S S S 6.7 26.6 427 1908 146 - FSW
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6 FUND SCORECARD & RECOMMENDATIONS

Bond Funds (next issue on pa ge 6: Specialty Funds) S g

1/16/2004 § & § _ TOTALRETURN PRICE
Ticker  Fund g5 g | | PER g9 NTH
Symbol FUND NAME (Max. Load) Type c S ¥ 1mo. 6mo. 12mo. SHARE Dev. Yield wtf
FFRHX  Fidelity Floating Rate High Inc (1%r<60d) BnkLoan B * * 04% 24% 5.3% $9.91 - 3.25% Fw
BUFHX  Buffalo High-Yield (2%r<180d) HighYld B B * 1.9 7.1 20.1 11.22 6.45 4.54 FSW
CMHYX  Columbia High Yield HighYld B B * 14 BI5 9.1 8.85 5.76 6.45 fSW
FAGIX Fidelity Capital & Income HighYld X x 3.1 10.7 35.1 8.25 1575 7.61 Fsw
SPHIX Fidelity High Income (1%r<90d) HighYld B B * 23 100 25,3 9.09 11.78 7.69 Fsw
JAHYX Janus High Yield HighYld B B * 1.8 54 11.9 9.84 6.26 6.72 FSW
NTHEX  Northeast Investors Trust HighYld * B % 3.1 9.8 15.4 7.56 8.04 810 fw
PHYDX  PIMCO High Yield HighYld B B * 2.9 9.0 21.7 9.92 9.40 6.81 SW
STHYX  Strong High Yield Bond (1%r) HighYld *ooox % 2.2 8.0 19.2 7.85 1247 7.21 FSW
STHBX  Strong S-T High Yield HighYld ¥ooox % 0.5 2.6 6.2 8.72 448 528 FSW
PRHYX  T. Rowe Price High Yield HighYld B B * 2.4 7.4 17.4 7.18 8.30 8.05 sw
TGHNX  TCW Galileo High Yield Bond HighYld B B * 8.l 9.2 22.2 7.47 9.47 7.48 SW
VAGIX Value Line Aggressive Inc HighYld * B * 1.8 6.1 19.6 5.07 9.73 6.71 FSW
VWEHX  Vanguard High Yield Corporate HighYld B B * 2.4 7.7 16.7 6.46 754 7.46 sw
BEGBX  American Century Intl Bond Int'l X% 15 11.3 18.3 1361 11.18 6.19 fSW
FNMIX Fidelity New Markets Income Int’l * *oox 3.2 12.5 27.6 1424 13.18 570 Fsw
PYGFX  Payden Global Fixed Income Int’l * * oo 11 1.2 4.5 10.17 3.97 477 fsW
SSTGX  Scudder Global Bond S-T (closed) Int'l *ooox % 1.1 5.5 9.5 10.36 546 459 FSW
RPIBX T. Rowe Price Int'l Bond Int’l * * oo 1.2 104 16.1 10.22 9.89 236 fsw
ACITX American Centur vy Inflation Adj IntTerm B * * 1.3 4.8 9.1 11.11 7.15 354 fSwW
BABIX Babson Bond Trust IntTerm * * oo 1.3 0.6 2.1 1.57 464 343 FSW
BBHIX BBH Inflation Indexed Sec IntTerm B * * 14 4.2 9.0 11.06 736 277 FSW
CFISX Columbia Fixed Income Sec IntTerm H * * 1.0 1.2 3.2 13.65 429 396 fSW
SRINX Columbia Income CIZ IntTerm H * * 1.4 3.7 115 10.21 5.00 5.90 FSW
SRBFX  Columbia Intermediate Bond ClIZ IntTerm H * * 1.1 2.9 9.2 9.25 426 511 FSW
DODIX Dodge & Cox Income IntTerm H * * 1.2 3.3 7.3 13.04 3.65 4.64 fsw
DRBDX  Dreyfus A Bonds Plus IntTerm * oo % 11 2.3 6.2 14.20 524 392 FSW
DRGMX  Dreyfus GNMA IntTerm *ooox % 0.7 2.7 3.1 14.96 3.11 422 FSW
DSINX Dreyfus Strategic Income IntTerm * koo 0.7 1.6 5.6 14.96 502 3.75 FSW
FTRGX  Federated Total Return Govt IntTerm H * * 0.9 0.9 2.3 11.09 6.00 435 sw
FINPX Fidelity Inflation-Protected Bond IntTerm B * * 1.3 4.7 9.2 11.14 = 157 Fw
FTHRX  Fidelity Intermediate Bond IntTerm H * * 0.8 14 4.1 10.75 3.96 3.63 Fsw
FSTGX  Fidelity Intermediate Go vt IntTerm H * * 1.0 1.3 8.8 10.37 430 2.79 Fsw
FBNDX  Fidelity In vestment Grade IntTerm H * * 14 2.7 6.1 7.63 446 3.11 Fsw
FBDFX Fremont Bond IntTerm H * * 1.2 2.1 4.9 10.60 493 288 fsw
MWTRX  MetroWest Total Return IntTerm * *oox 1.8 4.1 9.8 10.08 591 6.33 SwW
MNTRX  Montgomery Total Return IntTerm H * * 11 15 3.8 12.44 466 3.76 FSW
PRRDX  PIMCO Real Return IntTerm H * oo 1.3 4.3 7.5 11.38 753 331 Sw
PTTDX PIMCO Total Return IntTerm H * * 1.1 1.3 4.1 10.82 495 3.00 SW
PTMDX  PIMCO Total Return Mortgage IntTerm H * * 0.7 15 2.7 10.80 325 219 Sw
SCSBX  Scudder Income (closed) IntTerm H * * 1.6 3.2 6.8 13.08 443 4.09 FSW
STVSX Strong Govt Securities IntTerm H * * 1.1 1.3 3.0 11.00 481 3.08 FSW
PRCIX T. Rowe Price New Income IntTerm * ** 1.0 1.7 4.8 9.13 434 3.67 fsw
TGMNX  TCW Galileo Total Return Bond IntTerm H * * 1.1 2.0 3.7 9.97 3.16 6.31 SW
USAIX USAA Income IntTerm H *ox 1.2 2.7 6.4 12515 496 4.63 w
VALBX Value Line U.S. Govt Sec IntTerm H * * 0.9 1.2 3.4 11.97 468 351 FSW
VBMFX  Vanguar d Bond Market IntTerm H * * 14 2.6 5.3 10.42 434 460 fsw
VIPSX Vanguar d Inflation Pr otected Sec IntTerm B * * 1.2 5.0 9.9 12.36 7.17 3.65 sw
WTIBX Westcore Plus Bond IntTerm * ook 2.0 6.7 13.0 10.99 414 588 FSW
WPGVX  WPG Core Bond IntTerm H * oo 1.2 1.7 4.8 10.78 455 281 FswW
FGOVX  Fidelity Government Income LngTerm XX 11 13 2.9 10.33 5.62 3.15 Fsw
KIFIX FifthThird Bond LngTerm Xk 12 2.0 4.8 10.26 517 372 w
MGFIX Managers Bond LngTerm ook X 1.8 5.1 12.1 24.97 6.98 4.47 FSW
STCBX  Strong Corporate Bond LngTerm ook oox 2.1 & 10.9 10.76 7.06 495 FSW
PRPIX T. Rowe Price Corporate Inc LngTerm ok ox 2.0 4.3 11.1 9.88 6.03 5.47 fsw
PRULX T. Rowe Price U.S. Treas. L-T LngTerm * * oo 1.8 0.9 3.6 11.96 9.96 4.46 fsw
VUSTX Vanguard L-T Treasury LngTerm * *oox 1.8 0.0 3.4 11.63 11.26 4.88 fsw
VWESX  Vanguard Long-Term Corporate LngTerm *ooox ¥ 25 1.7 6.2 9.49 10.39 5.68 fsw
JAFIX Janus Flexible Income Multi *ooox % 1.2 2.0 5.6 9.91 479 442 FSW
RPSIX T. Rowe Price Spectrum Income Multi ook % 2.1 6.5 12.6 11.90 4.67 4.25 fsw
FSHBX  Fidelity Short-Term Bond ShtTerm B * * 0.4 0.9 2.6 9.07 207 295 Fsw
JASBX Janus S-T Bond ShtTerm B * * 0.3 1.8 3.8 2.95 1.67 254 FSW
MGIDX Managers Int. Duration Govt ShtTerm * *o* 0.8 2.4 4.1 10.69 291 248 FSW
MWLDX  MetroWest Low Duration ShtTerm B * * 0.8 1.1 3.3 9.58 3.04 480 SW
SCSTX  Scudder Short-Term Bond (closed) ShtTerm B * * 0.5 12 3.4 10.58 1.78 4.04 FSW
SSTBX  Strong S-T Bond ShtTerm B * * 0.5 0.8 2.4 8.87 244 383 FSW
BTFTX Amer. Cent. Target 2015 ZeroCpn *ooox % 3.3 35 10.1 69.07 15.20 5.28 fSW
BTTNX American Century Target 2010 ZeroCpn * * ook 2.0 2.1 7.1 85.23 10.27 4.48 fSW
BTTTX American Century Target 2020 ZeroCpn * * oo 4.2 4.2 11.4 49.57 18.78 4.92 fSW
BTTRX American Century Target 2025 ZeroCpn * *oox 4.7 4.4 10.9 40.97 2156 5.04 fSW
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ANALYSIS TOP-YIELDING MONEY FUNDS 7

Stepping Badk
for a Better View

By now you've piobably taken a tose look &pages 2 and 3
of the Arualy 9th issue and jgas 1 and 2 of this issue to seaho
the MoNeyLETTERMOdel potfolios perbrmed br the year We're
ohviously pleased with ourlssolute andelaive perbrmance in
2003,and poud of the &ct tha six of the nine asset alldgan
portfolios outperbrmed theVanguad 500 Ind& Fund br the
year (The thee tha didn't were our Consestive Portfolios,
which ae not designed toglg pace with the méet kut rather to
provide long-tem growth with reduced isk and wlatility).

But we're also mindful of dlling into the tap of focusing
only on shot-term perbrmance Subsdbers should emember
that ary sensille perbrmance ealudion of an ivestment sat-
egy should intude moe than one gar Toward tha end sub
sciibers can alvays dhed the thee-year total etumns tha are
pat of our egular monthy portfolio review. To supplement
those egulaly published etums, belov we've induded a
detailed look aithe perbrmance of theMoNeyLETTERmModels
over the last 5 gass.

What $10,000 Gew to in Five Years (1999-2003)
Rank Portfolio Amount
1 ML All-Family Moderate 18143
2 ML All-Family Ventuesome 16609
3 Fidelity Ventuesome 16449
4 ML All-Family Consevative 16297
5 Fidelity Moderate 15154
6 Vanguad Ventuesome 13572
7 Vanguad Modegte 13308
8 Fidelity Consevative 12300
9 Vanguad Consevative 11991
10  Average AssetAllocation Fund+ 11964
11  Vanguard 500 Index Fund 9684
+The average of 36AssetAllocation Funds

ATTENTION SUBSCRIBERS

Next Issue: Volume 25, No. 3

Mails: February 6, 2004
Internet: February 4, 2004, 12:00pm (ET)

CHECK OUT MONEYLETTER Ptus!

www.moneyletter.com/sample.htm

52 Weekly Updates for Only $68
Includes Every Fund We Track—Almost 500

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

100% U.S. TREASURY FUNDS
7-Day 30-Day 1-Year

Gabelli US Treasuy MMF 0.67% 0.67% 0.82%
Vanguad Treasuy MMF 0.66 0.66 0.82
Fidelity Spatan USTreas MMF 0.60 0.62 0.75
Amer Centuy Capital Presv Fund/Iu 0.54 0.53 0.68
T Rowe Pice USTreasuy MF 0.50 0.51 0.61
HSBC Investor USTreas MMF/CI D 0.43 0.44 0.44
Schwab USTreasuy Money Fund 0.36 0.36 0.49
CMA Treasuy Fund RIC 0.34 0.35 0.49
Dreyfus 100% USTreas MMF 0.31 0.30 0.46

JENNDRY/Dryden Gat SecT/US Treas/D.31 0.32 0.49
GENERAL PURPOSE TAXABLE FUNDS

PayPal Mongy Market Fund 1.05% 1.04% 1.16%
GE Mong Market Fund 0.91 0.90 0.89
McMorgan Pmcipal Pesevation 0.87 0.86 0.97
Flex-fund Moneg/ Market Fund 0.84 0.85 0.92
Phoenix-Goodin Money Market Seies/A 0.84 0.84 0.95
TIAA-CREF Mone/ Market Fund 0.84 0.84 0.93
AIM MMF/In vestor Class 0.80 0.80

Scudler Pemium Mong Mkt Shis/CI' S  0.80 0.80 0.89
Scudier Pemium Mong Mkt Shis/AARP 0.79 0.80 0.89
AlG Money Market Fund/Cl B 0.77 0.80 0.76

TAX-FREE GENERAL PURPOSE FUNDS
7-Day 30-Day 1-Year

Strong Tax-Free Mong Fund 0.85% 0.98% 0.96%
Vanguad Tax-Exempt MMF 0.85 0.95 0.93
Strong Municipal MMF 0.70 0.82 0.85
Amer Centuy T-F MMF/Inv Class 0.64 0.73 0.73
Dreyfus BASIC Muni MMF 0.64 0.72 0.71
Fidelity Municipal MMF 0.64 0.73 0.72
Scudier Tax-Exempt Mong Fund 0.64 0.73 0.70
USAA Tax BExempt MMF 0.64 0.77 0.78
T Rowe Pice Summit Muni MMF 0.59 0.69 0.74
ExcelsiorT-E Mone/ Fund 0.56 0.65 0.62
Tax-Exempt Cash Marged Shaes 0.56 0.65 0.60

TAX-FREE STATE-SPECIFIC FUNDS
7-Day  30-Day 1-Year

Vanguad OH Tax-Exempt MMF 0.83% 0.93% 0.93%
Vanguad CA Tax-Exempt MMF 0.80 0.91 0.89
Vanguad NY Tax-Exempt MMF 0.80 0.90 0.87
Vanguad NJTax-Exempt MMF 0.79 0.89 0.86
Vanguad FA Tax-Exempt MMF 0.79 0.93 0.89
Fidelity PA Municipal MMF 0.66 0.76 0.65
Fidelity OH Municipal MMF 0.54 0.62 0.64
USAA Tax Exempt CA MMF 0.54 0.65 0.73
Fidelity MI Municipal MMF 0.53 0.61 0.61
Fidelity CA Municipal MMF 0.51 0.60 0.61
Fidelity FL Municipal MMF 0.51 0.65 0.65
Fidelity NY Municipal MMF 0.51 0.59 0.63

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

Funds ae ranked ty 7-da yields; 7-dg and 30-dg yields ae com

pound yields as of 1/13/0Zhird 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: Mong/ Fund Reort (800) 343-5413

(410) 528-1804

Call for Updates Every
Tuesday and Friday at 7:00pm (ET)
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8 FUND PROFILE

Driehaus Does
Inter national Right

The Diehaus Mutual Fundsamily once consisted ofivie
intemational funds—vhich the frm whittled davn to two last
September Driehaus Intandional Giowth and Diehaus Euwpean
Oppotunity were meged into Diehaus Interaional Discaety,
and DiehausAsia Racific Growth was blded into Drehaus
Emeging Maikets Gowth. The leasons wre nultifold. Two of the
funds vere on the small sidand onethe Intenational Giowth, had
a poor ecod tha was not #ributeble to curent mangement.
Moreover, the Diehaus team is a lean oiior to Septembeythree
manayers with four anaysts were unning theifve retail funds.

The Diehaus goup contends thahey view the irvestment
process a hit dierently than moe cowventional frms, given their
ability to be fexible and open-mindedndeedfounder Ribad H.
Driehaus counted a mmber of common irestment padigms in
a speele entitled “Uncornventional Wisdom in the Imestment
Process. For instance“buy low and sell high'is oft quoted But
Driehaus contendy, believe tha more mong can be madeuying
high and sellingtaeven higher gees. | ty to kuy stoks tha have
alread/ had @od pice moves,tha are often making ne highs and
tha have positve [Elaive stength. Why? He assés tha hed
rather tale the isk tha the pice will begin to dedine from a high
level than loly a stok in dedine and ty to estimée when it will tum
around He also sgs he could not diggee moe with the adge,
“Don’t try to hit home uns—you male the most moryeby hitting
a lot of singles. Driehaus opinesT ha is my sell discipline | try
to cut ny losses and let ywwinneis un’ The Diehaus funds spbr
high potfolio tumovers: 355% br Emeging Maikets Gowth and
406% br Intendional Discaely, which cetainly would be citi-
cized ly ary a umber of fund margers. But Diehaus sgs thad
while most people belie high tunover is isky, he beliges the
opposite“High turnover reducesisk when it is the @sult of taking
a seies of small losses in @er to &oid lager losses. | dohhold
on to stoks with deteiorating fundamentals or jwe patems’”

Cleaty, the Diehaus goup manges its funds in anggressive
manner Eanings gowth is the ky to these mangrs, as ony
through eamings gowth will cash fows be &panded dividends
raised and book glues inceasedHencethey look for accelesting
sales and enings gowth, strong eanings momentunand positie
eanings suprises,and eanings quality They monitor industy and
maiket derelopmentsTechnical analsis also plgs a stong ole in
the investment pscessThe mangers anayze pice suppdrlevels,
volume hamcterstics,and elaive stength ankingsas vell as see
tor and industr relaive stength.Their goal: to identify eaty, stoks
on the theshold of apid price goprecidion. Investing intemaionally
also equiles eseath on county maiket trends,maiket liquidity,
cureng strength,and political imates,among otherdctos.

As Richad Driehaus alluded tahe irm also has a set of
selling citeria. They watch for decelegting sales and/or eaings
growth, negative suprises,poor eanings qualitywealening fun
damentals,or moe boadl, deteioration in industy appeal.
Tedhnically, price stgndion, excess pice corection, unfavor-
able wolume taracteistics,or deceasing elaive stength ae all
waming signals.The goup inds tha as n& oppotunities
become @dent, eafier investments & often peaking

The frm’s tediniques hee poven successfulThe 1999
year vas a banner oneif both fundswith Emeging Maikets
Growth gaining 114% and Integtional Discaery suiging
neaty 214%. Not ungpectedy, both funds vere in the ed for
the following three yeass, but their espectre perbrmances
were better than the tagory averages, which is impessve
given the ggressve ndure of the funds. In 2008he funds vere
hot once gain, with Emeging Markets ahead Yo 65.5% and
Intemational Discavery up 62.4%. Emaging Markets Gowth
can irvest in stoks of all maket caitalizations—it cumently
has 46% of assets in smalp¢81% in mid ca stoks,and 13%
in large c@s. Intendional Discavery concentates in small- and
mid-cgos (35% and 55%gespectiely), and often imests hea
ily in emeging makets.

Driehaus Emeging Markets Gowth (DREGX)
Top Five Reggions and Naions (% of Assets)*

Asia/FarEast Ex-dpan  55.1% South Korea 11.5%
Easten Euope 10.4 India 11.0
North America 8.2 Taiwan 9.4
SouthAfrica 8.1 SouthAfrica 7.8
Africa 7.9 Mexico 7.7
*as of Sptember 302003

Driehaus Intemnational Discovery (DRIDX)
Top Five Reggions and Naions (% of Assets)*

Westen Euiope 40.9% Japan 21.6%
Japan 24.1 Canada 6.3
Asia/FarEast Ex-dpan  13.1 Russian Edegtion 3.2
North America 9.1 Nethetands 2.8
Easten Euope 7.8 SouthAfrica 2.6
*as of Sptember 302003

Richad Driehaus assty thd investing in wldtile stoks, as in
these fundsis less isky than it seems. He contendsttheaving
mone/ on the sidelines is a gaatee of veak perdrmance staing,
“You need to emhbce isk to tale advantaye of \olatile makets:

Driehaus Mutual Fund€5 East Eie Steet
Chicago, IL 60611,800-560-6111
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