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Looking Around The Corner
by Walter S. Frank, Chief Investment Officer

Every now and then we run across something in our
reading that provides an “aha” moment. Such was the
case with an article by Brian Gendreau, ING Investment
Strategist, in the October 17th issue of the ING Investment
Weekly. Gendreau’s article is titled “When the Fed stops
Tightening.”

What Gendreau did was to look at the last five episodes
of Fed tightening starting with the first ending in August
1984 and the last, before the current episode, ending in
May 2000. It should come as no surprise that the market
did well on average after the Fed stopped. After all, until
the Fed stops the market is always worried that rates might
go higher, thereby slowing the economy even more and
undercutting the then prevailing market valuation. (The
higher rates go, the less investors are willing to pay for one
dollar of earnings.)

The average gain for the S&P 500 one year after the
Fed stopped tightening was 15.5%. Excluding the chilling
October, 1987 crash episode, the average was 15.7%. That
is better than we thought. Moreover, to no one’s surprise,
bonds did well, with the Lehman Brothers Aggregate bond
total return rising 8.0% over a twelve-month span.

That is what we can look forward to. Or is it? Just
how today’s tightening episode fits into the average is a
question. In the past when the Fed stopped tightening, the
market looked forward to some easing. This was certainly
the case in 87 and ’95.

Today? The Fed’s aim we are told is to get us to a
“neutral rate.” One implication of a neutral rate is that it is
a “goldilocks” rate, neither too tight nor too easy. In other
words, it is a rate the Fed is prepared to live with until con-
ditions change. There is no ease coming after the Fed hits
its neutral rate.

Market Trends

Trailing Forward
12-Mo Trend 6-Mo Estimate

Economy Higher Higher
Interest Rates Higher Higher
Dollar Flat Flat/Lower
Inflation Higher Higher
Dow Higher Higher
NASDAQ Higher Higher
Europe Higher Flat/Higher
Japan (Nikkei) Higher Higher
Hong Kong (Hang Seng) Higher Higher
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Of course, the markets will react favorably when the
Fed indicates enough. But we expect the gains will be con-
siderably less than the average.

Also we always have trouble with averages of economic
episodes—the average business cycle, the average Fed
tightening cycle, the average bear market, etc. Averages
tell us something, but each business cycle, for example, has
its own characteristics. Returning to today, we have a case
where profit margins are extremely high. It is hard to see
domestic profits growing any faster than the economy, say
6-8%. Will the market add 7% to stock prices to the aver-
age? We doubt it.

However, there is good news on this score. Right now
the S&P 500 is selling at 14.5 times the next twelve months
estimated earnings. This is not too far from the forward P/E
ratios when the Fed stopped tightening in '87 (12.6 x) and
95 (15.1x). And long-term interest rates are still relatively
low, and are not expected to increase greatly.

The market has room to increase, even beyond the
profit outlook, once the tightening ends. Unfortunately, we
do not see that happy event (the end of tightening) occur-
ring until next spring at the earliest. Until then, the hunt for
the neutral rate continues.

Thinking Globally

As readers of MONEYLETTER know we think globally
when making our allocation decisions. When we adopted
the asset allocation approach some twenty years ago, we
included foreign markets in our perspective. At that time
foreign investing appeared exotic (and unnecessarily risky)
to most American investors, and the “home country bias,”
as it is called, ran strong. When anyone spoke of foreign
investing, Europe was as far as it went. There was a trickle
of Asian investing, but that was considered the equivalent
of a trip to the craps table in Las Vegas.

My, how the world has changed. In a way we can say
that just as business has globalized, so has investing. With
that in mind, as well as our own interest in global invest-
ing, we were eager to have the views of Robert N. Gensler,
Portfolio Manager, T. Rowe Price Global Stock Fund.
His views come from an in-house interview given in late
October.

Ah, growth!

As we tilted our portfolios more to emerging markets,
our tag line was that we were going where growth prevailed.
As Gensler sees it, it is growth, “stellar growth” he calls it,

(continued on page 2)
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2 ANALYSIS (cont.)

(continued from page 1)

that explains the outperformance of emerging markets.
Growth in the global economy, he points out, is now more
than 3% per year, while growth in the emerging markets is
running at 6% per year. (Think of China and India, where
growth is doing even better than that.) In addition, if you
adjust for currency differences, says Gensler, “more than
40% of global GDP is in emerging markets...This is one
of the first times in history that this type of growth is being
driven by emerging markets...So emerging markets have
benefited from decent valuations, excellent growth, and
great cash flow.”

A time for stocks

Just as Gensler looks favorably on emerging market
stocks, he also looks favorably on global equities in general,
as opposed to fixed income. His point is that global interest
rates, both long and short, are very low. The risk in those
markets is very high. (Rates will not go much lower, if at
all. The only direction rates will go is up, and when they do
bond prices will fall.)

Meanwhile, as Gensler sees it, global equities “are actu-
ally a bit below fair market value on a risk adjusted basis.
The corporate sector around the world...has excellent free
cash flow, excellent balance sheets, all-time record profit
margins, cash flow margins, etc.” In other words, global
equities still look good.

What about energy? Here Gensler has an interesting
take, stemming from his global perspective. Speaking glob-
ally, the oil price rise has sent about 2% of this year’s 3%
world growth to oil producers. The rest of the world still
retains 1% growth. Next year, oil prices are expected to
remain relatively stable, and the 3% growth comes down to
the world’s bottom line. The oil problem, as far the markets
are concerned, will be behind them.

Going back to the emerging markets, the question arises
whether any gains are left after the performance of the last
two years. Without saying so directly, Gensler is clearly
still positive. As he said, “But overall the fundamentals are
very strong and in many ways quite different than 10, 20
or 30 years ago...most emerging countries are exceedingly
healthy.” We get the impression that Gensler believes the
emerging market stocks continue to offer opportunity.

We have only scratched the surface of looking at the
investment world globally. We believe more and more
managers are or will be taking the global view in decid-
ing on their investments. We are certainly seeing it in the
way many managers are looking at sectors, for example,
technology or health care. They screen across the globe for
companies in a sector that meet their criteria. As Gensler
observed, as industries mature here they may be in a devel-
opment stage elsewhere. Progress knows no borders. Wall
Street is learning that lesson.... $
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TAX UPDATE

2005 Estimated Fund Distributions’
For MIONEYLETTER Portfolio Holdings

Fund Rec. Date $ PPS* % NAV®
Brandywine Advisors 26-Oct 1.33 11.7%
Bridgeway Small Cap Value none 0.00 0.0%

Driehaus International Discovery n/a n/a n/a

Fidelity Balanced 9-Dec 0.09 0.5%
Fidelity Emerging Markets 9-Dec 0.16 1.0%
Fidelity Energy 9-Dec 1.73 3.9%
Fidelity Europe 9-Dec 3.93 10.4%
Fidelity Export & Multinational = 16-Dec 0.28 1.3%
Fidelity Focused Stock 2-Dec 0.02 0.2%
Fidelity Growth Company none 0.00 0.0%
Fidelity Latin America 9-Dec 0.62 2.0%
Fidelity Leveraged Company 9-Dec 0.17 0.7%
Fidelity Medical Delivery 9-Dec 1.27 2.4%
Fidelity Mid-Cap Stock 2-Dec 0.57 2.2%
Forward Intl Small Companies none 0.00 0.0%
Gateway Fund 28-Dec 0.46 1.8%
Kinetics Paradigm n/a n/a n/a
RS Partners 7-Dec 5.95 15.7%
RS Value 7-Dec 0.07 0.3%
T. Rowe Price Emerging Markets 12-Dec 1.29 5.2%
T. Rowe Price Emg Europe & Med 12-Dec 0.10 0.4%
T. Rowe Price New Asia 12-Dec 0.90 7.6%
T. Rowe Price Southeast Asia 9-Dec 0.85 4.3%
Third Avenue Value 21-Dec n/a n/a
Vanguard Balanced Index none 0.00 0.0%
Vanguard Emerging Stock Index none 0.00 0.0%
Vanguard Extended Market Index none 0.00 0.0%
Vanguard International Value 15-Dec 1.26 3.7%
Vanguard Mid-Cap Index none 0.00 0.0%
Vanguard Pacific Stock Index none 0.00 0.0%
Vanguard Small-Cap Value none 0.00 0.0%
Vanguard Strategic Equity 15-Dec 1.46 6.4%

*Payout Per Share includes dividend, short-term, and long-term
capital gains. Check with your fund to determine the precise
breakdown. Keep in mind, long-term capital gains are taxed at
15%; dividend and short-term gains are taxed as regular income.

Notes:

1The above list is not meant to be all-inclusive. Rather,
it is provided only as a guide as to the magnitude
of fund distributions among some of the funds that
MONEYLETTER recommends or purchases in its port-
folios. In all cases, you should contact your funds to
confirm as this information is subject to change.

2NAVs used for calculations as of 11/11/05, except for
Brandywine Advisors (10/26/05).

n/a = not available
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An Odd Rally

After the October pounding of the market, the last thing
we expected was the strong November we have seen. The
October swoon was brought on mainly by the anti-inflation
offensive carried on by every Fed spokesman (or woman)
who was allowed near a podium. So far as we can tell, the
Fed has not declared a truce.

Yet the market has turned around despite another
increase by the Fed. There appear to be two underlying
causes for this turnaround. An obvious one is the rapid
decline in oil prices. $57 oil sounds a lot better than $70
oil. And we all know the economic effects of lower oil on
incomes and prices.

Equally important, we now have enough signs to say
that the housing market has slowed. The market’s atten-
tion on that score was grabbed by Toll Brothers, a leading
construction firm, which stated that the market had slowed.
We no longer had to read the tea leaves for guidance on
housing. The guidance came from the horse’s mouth.

As interest rates were beginning to bite, exactly where
the Fed wanted them to bite, Wall Street took notice. We
suspect that there are those on Wall Street who may be
preparing for an end to Fed tightening.

Lower energy prices, slowing housing, a year-end rally,
right? We think it is premature to celebrate. We do not
believe that the Fed is convinced their work is done, that they
have arrived at the “neutral” rate. Aside from winter and the
unknown of energy prices, we still have one hurdle to over-
come and that is the stimulus from spending for hurricane
reconstruction. The Fed is going to be on guard until it has a
grip on how the economy will handle the first half stimulus.

Having said that, the economy is developing the
market’s way. We can see that in the behavior of long-
term interest rates. The 10-year Treasury is holding at the
4.5-4.6% level. The Fed keeps raising rates and the 10-year
holds. The bond market, at least, is taking the Fed seriously.
This is a very positive sign. The market has shown that it
can live with the long-term rate at this level. The Fed may
turn out more market-friendly than we anticipated.

Fund changes

The Hotline of Tuesday, November 15 recommended
the sale of the remaining Fidelity Leveraged Company in
the MONEYLETTER Venturesome and Moderate model port-
folios and the Fidelity Moderate model portfolio. The two
MONEYLETTER portfolios switched Leveraged Company into
Janus Orion. As for the Fidelity Moderate portfolio the pro-
ceeds were switched into Fidelity Mid-Cap Stock, already
in the portfolio. The same Hotline also recommended the
sale of Fidelity Europe in the Fidelity Venturesome and
Moderate model portfolios. The proceeds were switched
into Fidelity Japan. The November 15th Hotline also rec-
ommended the sale of Vanguard Strategic Equity in all three
Vanguard model portfolios. For Vanguard Venturesome and
Moderate investors the proceeds were invested in Vanguard
U.S. Growth. The Vanguard Conservative model portfolio
was switched into Vanguard Extended Market. $

service@moneyletter.com MONEYLETTER

MODEL PORTFOLIOS

-

CONSERVATIVE

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

Specialty 10% Domestic Stock 35%

Bond
Funds 30%

Money Funds 25%

MODERATE

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

Bond Funds 20% Domestic Stock 30%

.

International Stock 30% Money Funds 20%

VENTURESOME

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

Money
Funds 20% Domestic Stock 40%

International Stock 40%

SELECT

Seeks maximum long-term growth by
assertively upgrading fund positions

Fldellty Latin

Fidelity Energy
(FTR%CS (FSENX)
25% 25%

Fidelity Medlcal Dellvery Emer;;n?(ii‘:ﬁ(::)r;cgz Med.

25%)

()

J
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4 FUND SCORECARD & RECOMMENDATIONS

a4 )
Domestic Stock Funds & o g
RANK § § § _ TOTAL RETURN PRICE RISK
&
11/11 1Mo 6Mo Ticker Fund § 8§ & | PER [stq, NTF/
2005 Ago Ago Symbol FUND NAME Type G < ¥ 1mo. 6mo. 12mo. SHARE Dev. Beta wif
1 14 34 MPEGX MSIMid Cap Growth Inst Cl MCGro * B B 82% 21.1% 224% $24.37 222 117 w
2 100 7 BPTRX  Baron Partners MCGro * H H 10.2 19.3 23.1 18.64 2846 1.26 FSW
3 6 — JORNX Janus Orion MC B B B 5.6 17.9 26.1 8.16 14.3 1.16 FSW
4 1 43 SSMGX  Sit Small Cap Growth (2%r<30d) MCGro B B B 4.0 20.3 22.3 30.84 21.6 1.10 FSW
5 7 — BRSVX Bridgeway Small Cap Value ScVal B B B 4.5 18.6 25.3 13.88 — —  fsw
6 4 — BRSGX  Bridgeway Small Cap Growth ScGro B B B 5.8 18.6 22.8 13.24 — —  fsw
7 47 9 BARAX  Baron Asset MCGro 7.1 16.7 21.8 5857 21.2 094 FSW
8 12 42 CLSPX  Columbia Mid Cap Growth CIZ MCGro B B B 5.6 18.1 20.0 23256 17.7 0.86 Sw
9 58 248 TGSCX TCW Galileo Small Cap Growth MCGlo * H H 6.7 20.4 12.4 17.09  37.3 1.83 FSW
10 9 31 BERWX  Berwyn Fund (1%r<180d) SCval B B B 3.4 19.0 20.5 3293 223 0.77 fsw
11 13 37 TWHIX  American Century Heritage MCGro B B B 3.3 17.3 23.8 13.72 1564 0.76 FSW
12 21 35 HACAX Harbor Capital Appreciation LCGro B B B 7.9 16.9 16.7 3224 19.0 1.10 Fsw
13 22 39 PFGRX  Preferred Large Cap Growth I[CGro B B B 7.9 16.8 16.7 13.59 19.0 1.10 fw
14 10 46 NBNGX Sit Mid Cap Growth (2%r<30d) MCGro * B B 5.5 17.4 18.7 12,37 235 1.23 FSW
15 8 189 NEEGX Needham Growth Fund (.75%r<30d) SCGro B B B 3.1 18.6 18.8 3431 257 1.19 FSW
16 75 80 PBHGX PBHG Growth MCGro * H H 9.3 15.8 16.2 2091  21.9 1.02 FSW
17 48 253 OBEGX Oberweis Emerging Growth (1%r<180d) SCGro * H H 6.9 18.5 12.4 26.86  33.2 1.36 FSW
18 116 66 POGSX  Pin Oak Aggressive Stock MCGo * H H 10.2 16.2 13.1 2238 420 220 FSW
19 76 110 MXXIX  Marsico 21st Century (2%r<30d) LC H H H 8.7 16.8 13.4 12,71 211 0.95 fSwW
20 19 18 BRAKX Bridgeway Aggressive Investors 2 MCGro  * 3.6 16.4 214 16.84 188 1.21 fsw
21 37 70 FDGRX Fidelity Growth Company ICGro * H H 8.7 15.4 15.9 61.64 25.6 1.36 Fsw
22 24 236 RYPRX  Royce Premier (1%r<180d) SC H H H 4.3 18.5 14.5 16.77 194 0.84 FswW
23 57 241 MNSCX WellsFargo Montgomery Small Cap (closed) SCGro  H H H 6.4 17.9 12.6 12.65 233 1.05 fS
24 30 53 FEXPX Fidelity Export & Multinat’l (.75%r<30d) LC H H H 6.6 15.4 18.1 21.47 203 1.07 Fsw
25 42 94 TMGFX  Tumer Mid Cap Growth MCGro * H H 6.4 156.3 17.3 26,72 29.3 1.45 FSW
26 44 86 BUFMX  Buffalo Mid Cap MCGro H H H 6.7 14.9 17.7 1426 17.6 1.34 FSW
27 27 134 FMCSX Fidelity Mid-Cap Stock (.75%r<30d) MCGro H H H 5.0 16.5 16.0 25.81 20.9 1.05 Fsw
28 86 82 PBEGX  PBHG Emerging Growth SCGro H H H 8.4 15.1 14.0 1405 358 1.80 FSW
29 11 230 SSMVX  Wells Fargo Adv SC Value CIZ (closed) SC H H H 0.9 17.9 18.1 31.90 183 0.88 FSW
30 52 211 TGCNX TCW Galileo Select Equity LCGro * H H 9.6 15.7 10.2 20.04 281 1.46 FSW
31 130 204 LMOPX Legg Mason Opportunity Trust (1%r<1yr) MC * H H 5.6 16.6 13.6 16.25 351 1.48 —
32 95 137 BOGLX Bogle Small Cap Growth (closed) SCGro H H H 3.0 16.8 16.6 25,88 223 088 w
33 31 68 JAOLX  Janus Olympus ICGro * H H 6.9 14.7 15.8 3190 19.1 1.04 FSW
34 45 58 NMANX Neuberger Berman Manhattan MCGro * H H 5.7 15.4 15.0 7.69 23.4 115 f
35 46 52 PRNHX T Rowe Price New Horizons SCGro H H H 6.1 14.5 16.5 31.99 283 1.30 fsw
36 43 153 VWUSX Vanguard U.S. Growth ICGro * H H 7.3 15.1 13.1 17.60 21.6 1.23 fsw
37 183 252 TGANX TCW Galileo Aggressive Growth CIN MCGro * H H 8.6 17.1 5.6 1292  37.7 1.82 FSW
38 20 106 JAVLX  Janus Twenty (closed) [CGro H H H 4.7 185 183 48.64 17.3 093 FSW
39 53 103 JAENX  Janus Enterprise MCGro H H H 5.4 14.8 18:8 4080 214 1.09 FSW
40 39 56 FCNIX  Fidelity Contrafund LC H H H 4.5 14.3 17.7 6402 114 0.54 Fsw
41 69 84 FOCPX Fidelity OTC Portfolio [CGro * H H 7.4 14.7 12.4 37.00 28.0 1.31 Fsw
42 32 142 PRSVX T Rowe Price S-C Value (closed,1%r<1yr) SCval H H H 5.0 15.4 13.6 38.76 18.0 0.69 fsw
43 28 8 NPRTX  Neuberger Berman Pariners LCVal H H H 3.5 13.4 20.7 28.54  20.7 1.10 fSw
44 65 97 USAAX  USAA Growth I[CGro H H H 7.0 13.7 14.7 1497 209 114 —
45 29 61 RPMGX T Rowe Price Mid Cap Growth MCGo H H H 4.9 14.4 15.8 55.14 221 1.11  fsw
46 33 12 MOPIX  MainStay Small Cap Opportunity (closed) SCVal H H H 38 13.6 20.0 20,19 17.5 0.63 FSW
47 25 4 FTQGX Fidelity Focused Stock (.75%r<30d) LC * W W 2.8 13.4 21.2 11.56 17.2 1.00 Fw
48 82 — BRSIX Bridgeway Ultra Small Co Mkt Sc * H H 5.6 16.1 10.3 1821 185 1.03 fsw
49 35 69 FFSCX  Forward Hoover Small Cap SCGro H H H 5.2 14.0 185 19.99 201 0.85 FSW
50 54 164 KAUFX  Federated Kaufmann Fund (0.2%) MCGro H H H 5.1 14.7 13.7 576 19.5 0.86 FSW
51 156 67 UBRRX  Undiscovered Behavioral Growth (§10,0000 MCGro * H H 6.4 14.5 12.2 2249 282 1.15 W
52 50 214 FFTYX Fidelity Fifty (.75%r<30d) LC H H H 5.5 14.8 12.7 2212 19.8 0.85 Fsw
53 3 11 CGMFX CGM Focus SCval * @ -3.0 14.0 27.6 36.13  37.9 1.03 sw
54 93 65 LMASX  Legg Mason Special Investment Trust MC * H H 6.7 12.9 156.5 48.70  30.9 1.33 —
55 23 172 ARISX  Adisan Small Cap (closed) SCGro H H H 4.4 15.8 11.5 17.76  26.7 119 FSW
56 15 117 JSVAX  Janus Contrarian MC ® ® O 0.5 156.3 18.5 1453 223 1.10 SW
57 101 224 FIEGX INVESCO Small Company Growth SCGro * § S 5.9 14.5 12.1 13.02 242 1.15 FSW
58 16 — BRWIX Brandywine Fund MC ® ® @ 1.9 143 18.3 3028 137 0.9 fsw
59 127 197 SGROX  Wells Fargo Advantage Growth I[CGro H H H 6.3 14.1 12.2 20.44  17.7 0.97 FSW
60 80 107 MFOCX Marsico Focus (2%r<30d) ICGro S S S 5.9 12.3 14.9 17.84 153 0.74 FSW
61 66 59 VEXMX Vanguard Extended Market Index MC H H H 5.2 12.7 14.9 33.77 215 1.02 fsw
62 70 154 PENNX  Royce Penn Mutual (1%r<180d) SCval S S S 4.6 13.2 14.3 11.05 204 0.80 Fsw
63 18 77 RSPFX RS Parners (closed) sC ORCGEC) 03 144 17.7 3800 209  0.69 FSW
64 61 62 DNLDX  Dreyfus New Leaders MCGro S S S 5.1 12.5 15.4 4690 184 0.90 FSW
65 117 50 VHCOX Vanguard Cap Opp (closed,$25k1%r<1yr)  MCGro * S S 7.2 12.3 125 3258 253 1.28 fsw
66 91 194 OICFX T Rowe Price Small Cap Stock Fund SC S § S 62 136 10.8 33.85 192 084 fsw
67 38 185 RSSGX RS Smaller Company Growth SCGro * H H 4.0 14.5 11.8 23.43 285 1.23 FSW
68 88 215 CRMSX CRM Small Cap Value Inv (closed) SCval S 8§ § 5.7 13.0 12.6 28.03 23.8 093 FSw

Bold funds are currently held in MONEYLETTER model portfolios.

Advice: B=Buy, H=Hold, S=Sell, B, ), = advice new this issue,
*=not for this portfolio.

th. Deuv.: Standard Deviation based on trailing 3-yr. returns.

Beta: fund’s correlation to the market (S&P 500 = 1.0). A fund with
a beta greater than 1.0 is more volatile than the S&P 500.
NTF/wtf: NO TRANSACTION FEE/with transaction fee (F/f) for
Fidelity, (S/s) for Schwab and (W/w) for TD Waterhouse. )
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FUND SCORECARD & RECOMMENDATIONS 5
K
Domestic Stock Funds (continued) séz’ . &
RANK 5 5 qf;? TOTAL RETURN PRICE RISK
¢ 52| | PER
11/11 1Mo 6Mo Ticker Fund § & & Std. NTF/
2005 Ago Ago Symbol FUND NAME (Max. Load) Type O S ¥ 1mo. 6mo. 12mo. SHARE Dev. Beta wif
69 67 157 VISGX  Vanguard Small Cap Growth Index SCGro S S S 5.1 13.5 12.0 1603 21.6 091 fsw
70 40 250 FMILX  Fidelity New Millennium (closed) MCGo S S S 3.1 15.7 9.4 33.16 273 1.27 Fsw
71 129 1565 BPSCX  Robeco Boston Pinrs SCV (closed,1%r<1yr)  SCVal S § S oAl 12.4 14.2 24,62 258 0.87 FSW
72 51 145 FDSCX  Fidelity Small Cap Ind. (1.5%r<90d) SC S § § 3.6 13.0 14.9 2124 167 0.58 Fsw
73 60 87 VALSX  Value Line Special Situations MCGo S S S 4.7 12.6 14.1 2644 154 071 FSW
74 97 123 VEXPX  Vanguard Explorer SCGro S S § 5.3 12.7 12.8 7920 242 1.12 fsw
75 55 15 VIMSX Vanguard Mid-Cap Index MC H H H 4.1 11.6 17.2 17.15  20.1 0.97 fsw
76 103 131 RSGRX RS Growth MCGo S S S 4.2 12.5 14.9 17.98 182 097 FSW
77 26 10 NBGNX Neuberger Berman Genesis (closed) SC H H H 2.9 11.6 18.7 34.00 155 0.63 fSw
78 5 — BWAFX Brandywine Advisors MCGro (I? (I? (I? 0.6 135 19.1 10.11 13.2  0.67 FSw
79 92 24 PESPX  Dreyfus Mid Cap Index MCGro 5.3 11.3 15.5 2858 202 097 FSW
80 72 217 WBGSX  Wiliam Blair Growth (1%r<60d) ICGro S S S 6.4 12.8 10.1 11.48 19.5 1.09 sw
81 113 254 RYLPX  Royce Low Priced Stock (closed,1%r<180d)  SCVal S § § 4.2 14.8 7.9 16.96  27.1 1.10 FsW
82 77 135 GABGX Gabelli Growth LC S § § 5.8 11.9 12.7 2841 233 1.35 FSW
83 87 159 FDFFX  Fidelity Independence LCGro 4.8 12.7 11.7 18.95 21.4 111 Fsw
109 74 1 ARTQX  Arisan Mid Cap Value (closed) MCVal 1.8 9.3 19.6 19.12 198 087 FSW
119 107 25 VSEQX  Vanguard Strategic Equity MCGro 3.8 10.4 13.0 2285 178 0.83 fsw
120 41 13 RSVAX RS Value MC H H H 1.5 9.6 18.3 23.79 186 0.60 FSW
123 137 85 VISVX Vanguard Small-Cap Value Index SCVal H H H 5.1 10.1 1.1 14.66 224 090 fsw
124 81 14 FWVCX  Fidelity Leveraged Co ($10k,1.5%r<90d) MC * (9 1.0 10.3 16.7 2472 36.3 1.39 Fw
130 34 2 TAVFX  Third Avenue Value (1%r<60d) sC H HH 1.9 8.4 19.8 58.92 17.2 0.79 FSW
Q3 17 — WWNPX Kinetics Paradigm (2%r<30d) MC H H H -1.4 101 19.9 19.61 11.7 0.63 FSw Y,
Dow Jones 4.2% 3.8% 2.1% indexes do not
NASDAQ 6.9 11.7 6.9 include dividends
S&P 500 4.2 5.4 5.2
Gﬂernaﬁonal Stock Funds )
1 1 1 PRLAX T Rowe Price Latin America (2%r<90d) LatinA * H H 4.4% 445% 72.6% $24.21 297 —  fsw
2 3 3 SLAFX  Scudder Latin America (closed,2%r<30d) LatinA * H H 4.0 42.4 64.3 46.57  27.3 —  Sw
3 2 2 FLATX  Fidelity Latin Amer. (1.5%r<90d) latinhA * H H 38 414 66.0 30.70 29.8 — Fs
4 4 4 TREMX T Rowe Price Emg Europe & Med (2%r<90d) Europe * B B 09 319 61.1 23.72 29.2 - fw
5 9 24 EUROX US Global Eastern Europe (2%r<180d) Euope * B B -4.9 34.0 39.5 39.12 266 —  FSW
6 11 6 FEMKX Fidelity Emerging Mkts (1.5%r<90d) Int’l * B B 14  25.1 42.6 16.58 —  Fsw
7 5 5 PRMSX T. Rowe Price Emerging Mkis Stk Int’l * B B 0.5 24.1 43.2 24.89 18.8 —  fsw
8 6 — HLEMX Harding Loevner Emerg Mkt (2%r<90d) Int'l * B B 0.1 25.6 39.7 31.88 155 —  FSw
9 13 19 DREGX Driehaus Emerging Mkis Gr (2%r<60d) Int'l * B B 0.8 24.9 36.7 2821 249 —  FSW
10 12 34 JAOSX  Janus Overseas (closed,2%r<90d) Int'l * B B 3.5 24.8 3lli:3 29.67 165 — FSwW
11 10 73 FJPNX Fidelity Japan (1.5%<90d) Japan * B B 46 23.0 29.7 15.36 17.3 —  Fsw
12 7 72 PRJPX T Rowe Price Japan (2%r<90d) Jopan * B B 4.2 21.5 30.9 10.39 144 — s
13 14 22 DRIDX Driehaus Intl Discovery (2%r<60d) Intl * B B 1.0 219 33.9 39.21 21.1 — FSW
14 15 7 VEIEX  Vanguard Emerging Mkis Stk Index (.5%r) Int’l * B B 0.6 19.8 34.8 17.75 22.6 —  fsw
15 — — PRGSX T Rowe Price Global Stock (2%r<90d) Global  * 5.6 19.7 23.4 18.63 11.6 —  fsw
16 8 9 AIOIX  Amer.Cent.Intl Opp. (closed,2%r<180d) Int'l * B B -2.8 18.5 36.6 11.85 20.4 - —
17 17 54 FPBFX  Fidelity Pacific Basin (1.5%r<90d) Pacific * B B 2.3 18.5 27.0 2322 147 —  Fsw
18 22 32 SCOBX Scudder Global (closed,2%r<30d) Global * H H 1.6 17.7 23.0 31.03 12.7 — W
19 16 11 DRFMX  Dreyfus Premier Emerging Market (1%r) Int'l * H H -1.1 17.4 27.7 2266 21.6 —  fSw
20 18 39 PRIDX T Rowe Price Intl Disc. (2%r<90d) Int'l * H H -0.2 16.1 26.1 3825 160 —  fsw
21 20 70 VPACX Vanguard Pacific Stock Index (2%r<60d) Pacific * H H 2.0 16.2 22,2 10.57 13.7 —  fsw
22 24 75 WPJGX  CS Warburg Pincus Japan Grth (2%r<300d) Jopon  * H H 3.6 16.1 19.2 626 227 —  FSW
23 83 41 TWGGX American Century Global Growth (2%r<60d) Global  *  H H 4.7 14.1 20.1 873 14 —  FSW
24 25 13 FSEAX  Fidelity SE Asia (1.5%r<90d) Pacific * H H -0.7 14.2 27.5 19.66 21.1 —  Fsw
25 19 8 PRASX T. Rowe Price New Asia (2%r<90d) Pacific * W H -1.3 13.7 29.2 11.81 19.7 — fs
26 29 50 HAINX  Harbor International (2%r<60d) Int'l * H H 1.5 15.1 20.3 48.60 17.9 —  Fsw
27 33 30 WBIGX  Wm. Blair Intl Growth N (closed, 1%r<60d) Int'l * H H 1.2 13.9 22.1 2495 14.6 —  FSW
28 27 74 FJSCX  Fidelity Japan Smaller Cos (1.5%r<90d) Jopan  * H H 4.9 11.0 23.9 14.48 284 —  Fsw
29 23 76 SIPNX  Japan Fund (Scudder) (2%r<1800) Japan  * H H 2.1 15.2 16.9 11.35 14.8 —  FSW
30 21 15 ARIX  Adisan Intl Small Cap (closed,2%r<90d) Int'l * H H 2.3 13.0 26.9 20.04 = — W
31 28 29 FISMX  Fidelity Infl Small Cap (closed,2%r<90d) Int'l * H H -1.4 11.9 27.8 27.09 — —  Fw
32 40 59 FOSFX  Fidelity Overseas (1%r<300d) Int'l * S S 1.8 14.1 16.8 3875 1565 —  Fsw
33 34 25 ICEUX  ICAP Euro Select Equity (2%r<30d) it HEOXO) 1.2 12.8 20.4 33.69 180 —  fSw
34 26 21 NBISX Neuberger Berman Intl (2%r<60d) Int'l * H H 2.4 12.9 25.3 2082 163 —  fSw
35 30 — ACINX  Columbia Acom Intl Z (2%r<60d) intl * § S -1.9 12.3 232 3226 133 —  Sw
36 32 12 MAPTIX  Matthews Pacific Tiger (2%r<90d) Pacific * & ©  -20 12.2 23.5 17.95 23.6 —  FSW
37 39 40 FIGRX  Fidelity Intl Discovery (1%<30d) Int'l = 8§ 8 0.5 12.0 19.6 31.18 152 —  Fsw
38 31 16 PISRX Forward Intl Small Compames (2%r<180d) Int’l * H H 24 115 25.2 14.69 - —  FSW
39 38 36 BUBIX Julius Baer Intl Equity A (2%r<90 Int'l * § S -1.1 12.5 19.7 34.78 125 — FS
40 57 23 SCOPX Scudder Pacific Opp (closed, 2%r<30d] Pacific * S S 0.3 11.3 20.6 1491 190 —  FSW
41 47 35 OAKEX  Oakmark Intl Small Cap (closed,2%r<90d)  Int'l * § S 0.4 11.4 21.1 2256 204 —  FSW
42 41 62 ARITX Artisan Infernational (2%r<90d) Int'l * S S 0.4 12.7 16.4 2409 164 —  FSW
43 67 47 LLNX Longleaf Partners International Inf’| * § S 2.1 11.7 16.2 1691  19.4 —  fw
49 46 43 VIRIX  Vanguard International Value (2%r<60d)  Intl * (Ié él) 0.5 10.9 18.0 34.11 16.8 —  fsw
QS 45 10 FIEUX Fidelity Europe (1%r<300d) Euope  * -14 10.0 21.0 37.86 225 —  Fsw Y,
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6 FUND SCORECARD & RECOMMENDATIONS
4 N
Bond Funds (next issue on page 6: Specialty Funds) S IS
11/11/2005 S § &  TOTAL RETURN PRICE

Ticker Fund § 8§ & PER  sig, NTF/
Symbol  FUND NAME Type 0 S 9 Tmo. 6mo. 12mo. SHARE Dev. Yield wif
FFRHX Fidelity Floating Rate High Inc (1%r<60d) BnkLoan B * * 03% 22% 3.4% $9.95 0.97 4.22% Fw
BUFHX Buffalo High-Yield (closed,2%r<180d) HighvYld *oox o x 0.7 2.6 0.0 11.00 450 4.99 FSW
CMHYX  Columbia High Yield CIZ (closed) HighYld * ook % -0.1 2.4 0.8 8.44 407  6.45 FSw
FAGIX Fidelity Capital & Income (1%r<90d) HighYld * ook ox 0.1 4.2 5.0 830 833 6.37 Fsw
SPHIX Fidelity High Income (1%r<90d) HighYld ook ox 0.2 4.2 2.9 8.75  5.61 7.78 Fsw
JAHYX Janus High Yield (2%r<20d) HighvYld *ooox X 0.2 3.1 1.9 9.48 426 6.83 FSW
NTHEX Northeast Investors Trust Highvld ook X 0.5 2.1 4.1 7.51 4.03 7.19 fw
PHYDX PIMCO High Yield (2%r<30d) HighvYld * ook % 0.3 3.7 3.7 9.67 597 6.64 FSW
STHYX Strong High Yield Bond (1%r<180d) HighvYld * ook ox 0.7 3.6 2.8 7.63 551 6.92 FSW
STHBX Strong S-T High Yield Highvld *ookx 0.3 2.4 2.2 8.51 1.78  4.72 FSW
PRHYX T. Rowe Price High YId (closed, 1%r<1yr) HighYld ook ox 0.0 3.6 3.0 6.88  4.89 7.61 fsw
TGHNX  TCW Galileo High Yield Bond HighYld * X% -0.4 NS 0.6 6.88  6.31 7619 FSW
VAGIX Value Line Aggressive Inc (1%r<120d) HighYld *oFx -1.4 1.0 1.2 494 537 6.34 FSW
VWEHX Vanguard High Yield Corporate (1%r<1yr) HighYld * B * 0.1 3.4 2.1 6.13 4.71 7.21 fsw
FNMIX Fidelity New Markets Income (1%r<90d)  Int’l ook % -0.2 63 10.6 14.37 826 588 Fsw
PYGFX Payden Global Fixed Income Int’l *ookox -0.8 1.5 4.3 9.73 344 696 fsW
BGNMX  American Century Ginnie Mae IntTerm *ox % -0.5 -0.2 1.5 10.17 2.48 4.65 FSW
CPTNX American Century Government Bond IntTerm s * * -0.7 -0.3 1.6 10.42  3.29 3.53 FSW
ACITX American Century Inflation Adj InfTerm B * * 0.9 -0.8 2.9 10.96 6.89 4.64 FSW
BBHIX BBH Inflation Indexed Sec (1%r<30d) InfTerm B * * -0.5  -0.1 3.6 1099 6.86 4.06 FSW
SRINX Columbia Income CIZ InfTerm S * * -0.6 0.4 1.4 9.73 450 553 FSw
SRBFX Columbia Intermediate Bond CIZ IntTerm S * * -0.6 0.1 1.5 8.83 3.95 4.87 FSw
DODIX Dodge & Cox Income InfTerm S * * -0.2 1.0 2.1 1259 329 4.05 fsw
DRBDX  Dreyfus A Bonds Plus InfTerm * X x -0.7 0.3 2.9 13.64 465 4.18 FSW
DRGMX  Dreyfus GNMA IntTerm * X% -0.5 0.1 1.9 1436 295 3.98 FSW
DSINX Dreyfus Premier Core Bond (closed) InfTerm ook ox -0.6 0.3 2.2 1433  4.37 4.26 fSw
FTIRGX Federated Total Return Govt IntTerm S * * -0.6 -0.4 1.7 10.66  5.05 4.41 fsw
FGMNX  Fidelity GNMA IntTerm ook ox -05 -03 1.2 10.82 235 4.15 Fsw
FINPX Fideltiy Inflation-Protected Bond IntfTerm B * * 0.7 -1.5 1.9 11.26 6.97 1.25 Fw
FTHRX Fidelity Intermediate Bond IntTerm s * * -0.3 0.1 0.6 10.25 3.75 3.71 Fsw
FBNDX Fidelity Investment Grade IntTerm s * * -0.6 -0.4 1.3 7.33 413 3.76 Fsw
MBDFX  Managers Fremont Bond IntTerm S * * -0.9 -0.2 2.2 10.28 4.38 3.19 fsw
MWIRX  MetroWest Total Retumn IntTerm *ox % -0.6 0.6 2.8 9.55 4.30 5.78 FSW
SCSBX Scudder Income (closed,2%r<15d) IntTerm S * * -0.6 0.6 2.5 1268 4.16 4.64 Sw
PRGMX  T. Rowe Price GNMA InfTerm ook ox -0.4 0.0 1.5 9.41 250 4.62 fsw
PRCIX T. Rowe Price New Income IntTerm oo 0.7  -0.1 2.0 8.91 406 413  fsw
TGMNX  TCW Galileo Total Retumn Bond IntTerm S * * -0.4 0.7 2.9 9.73 296 4.42 FSW
USAIX USAA Income InfTerm S * * -0.5 0.5 2.8 1216 439 4.69 W
VALBX Value Line U.S. Govt Sec IntTerm S * * 0.6 -0.2 1.3 11.43 399 4.3 FSW
VFIIX Vanguard GNMA IntfTerm B * * -0.3 0.6 2.6 10.22 3.13 4.65 fsw
VIPSX Vanguard Inflation Protected Sec IntfTerm B * * 0.6 -0.4 3.5 12.30 6.77 4.20 fsw
VBMFX  Vanguard Total Bond Market Index IntTerm S * * -0.7 0.0 1.7 9.98 425 4.47 fsw
WTIBX Westcore Plus Bond (2%r<90d) InfTerm *ooxox -0.2 1.5 2.3 10.48 3.87 5.40 FSW
DRGBX  Dreyfus 100 Treasury L-T LngTerm * k% -1.6 -0.9 6.2 1594 8.30 4.48 FW
FGOVX  Fidelity Government Income LngTerm * ox % -0.6 -0.3 1.4 10.07 4.88 SESS) Fsw
MGFIX Managers Bond LngTerm *ox % -0.1 1.4 2.9 2422  5.61 3.56 FSW
PRPIX T. Rowe Price Corporate Inc LngTerm *oox % -0.3 1.3 2.0 9.59  5.63 4.81 fsw
VUSTX Vanguard LT U.S. Treasury Lnglerm *ooxox -1.5 07 4.7 11.39 989 493 fsw
STCBX Wells Fargo Adv Corporate Bond Inv LngTerm ook X -0.7 0.1 1.0 10.25 6.13 4.75 FSW
FSICX Fidelity Strategic Income Multi B B * -0.4 2.1 3.9 10.40 4.87 5.04 Fw
LSBDX Loomis Sayles Bond Instl (2%r<60d) Multi B B * 0.0 3.9 5.7 13.71 690 6.53 fsw
LSBRX Loomis Sayles Bond Retail (2%r<60d) Multi B B * -0.1 3.6 5.4 13.67 6.88 6.35 FSW
RPSIX T. Rowe Price Spectrum Income Multi ook ox 0.1 0.5 2.5 11.73 406 4.7 fsw
DSTIX Dreyfus Premier Short-Term Income ShiTerm B * * -0.3 0.2 1.1 10.92 1.80 3.95 FSW
FSGVX Federated U.S. Govt Sec. 1-3 ShiTerm B * * -0.1 0.0 0.3 1042 1.14 298 fSw
FSHBX Fidelity Short-Term Bond ShiTerm B * * 0.0 0.6 1.0 884 183 3.38 Fsw
JASBX Janus S-T Bond ShiTerm B * * -0.1 0.5 0.7 287 147 278 FSW
MGSDX  Managers Short Duration Govt ShtTerm B * * 0.2 1.2 2.6 Q.61 0.52 3.34 FSW
MWLDX  MetroWest Low Duration ShiTerm B * * 0.3 0.9 2.5 933 190 384 FSW
SWBDX  Schwab S-T Bond Mkt Index ShiTerm B * * -0.2 0.3 0.8 9.93 237 3.30 fS
SCSTX Scudder Short-Term Bond (closed,2%r<15d) ShtTerm B * * -0.2 0.9 1.2 9.96 1.58 4.74 Sw
SSTBX Strong S-T Bond ShiTerm B * * 0.2 0.9 1.5 854 182 402 FSW
PRWBX  T. Rowe Price S-T Bond ShiTerm B * * -0.1 0.4 1.0 4.67 175 3.30 fsw
VFSTX Vanguard Short-Term Investment Grade ShiTerm B * * -0.1 0.8 1.5 10.49 1.82 SESS) fsw
VSGBX Vanguard S-T Federal ShiTerm * X x -0.2 0.2 0.5 1022  1.91 3.15 fsw
VFISX Vanguard S-T Treasury Shiferm B * * 0.0 0.3 1.0 10.31 1.96 298 fsw
MNSGX  WellsFargo Montgomery S Dur Govt (closed) ShiTerm B * * -0.1 0.3 0.7 9.88 1.68 3.51 fSw
BTTNX American Century Target 2010 ZeroCpn * ook % -0.8 -1.0 5.1 87.07 7.61 4.35 FSW
BTTTX American Century Target 2020 ZeroCpn * ok % -2.0 -0.9 9.1 56.70 15.78 3.86 FSW

KBTTRX American Century Target 2025 ZeroCpn * %% -2.9 -1.0 14.1 49.48 18.22 4.58 FSVU
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FUND PROFILES (cont.) TOP-YIELDING MONEY FUNDS 7

(continued from page 8) 100% U.S. TREASURY FUNDS

o s . . 7-Day 30-Day 1-Year
a§sets, it is a larger portl.o.n of -the total portfolio. Indee(.i, Vanguard Treasury MMF 345% 335% 2.44%
Linehan favors Japan, citing signs of a strong domestic Gabelli US Treasury MMF 334 397 236
Amer Century Capital Presv Fund/Inv ~ 3.26 3.17 2.23
( Top Five Nations & Sectors (% of Assets) \ T. Rowe Price US Treasury MF 3.14 3.01 213
JPMorgan 100% US Treas MMF/Morgan 3.08 2.99 2.07
Japan 52.9 Consumer Goods ~ 19.1 Schwab US Treasury Money Fund 304 298 203
Hong Kong 10.5 Industrial Materials 18.9 RMK Select Treas MMF/Cl A 3.02 2.96 2.09
China 8.0 Financial Services 15.2 Citi US Treasury Reserves 2.99 2.90 1.98
. Dreyfus 100% US Treas MMF 2.97 2.93 1.95
South Korea 7.1 Consumer Services 14.6 HSBC Investor US Treas MM/CI D 297 279 204
India 6.9 Business Services 8.9
GENERAL PURPOSE TAXABLE FUNDS
kNations as of September 30, sectors as of June 30, 2005 ) 7-Day 30-Day 1-Year
PayPal Money Market Fund 401% 392% 2.92%
economy. Recently, the fund boosted its exposure to the g“:sd (l;dor;\/eli/ll\gar}{et gmd. . ggg g?g ggg
Japanes.e housnflg industry, and bought a Japanese con- v;‘:]gui d Primzrﬁiﬂ:/e;; g? 375 363 265
sumer finance firm. He also notes that he expects a rota- Wells Fargo Adv Heritage MF/Admin ~ 3.75 3.65 254
tion out of Japanese financial stocks and into technology TIAA-CREF Money Market Fund 3.74 3.66 2.65
companies. In fact, he already has moved the fund to a Harbor Money Market Fund 3.73 3.62 2.55
20% exposure to information technology, vs. 13% for its TCW Galileo Money Market Fund 3.71 3.57 2.53
benchmark, the Morgan Stanley Capital International All SSgA MMF/CI A 3.69 3:55 2:56
? o Marshall MMF/Investor Class 3.65 3.56 2.56
Country Asia Pacific Index. $ Scudder MM Series Prime Reserve/AARP 3.65  3.61  2.71
T. Rowe Price Summit Cash Reserves  3.65 3.55 2.51
EXC@]SiOY' International ( UMM} TAX-FREE GENERAL PURPOSE FUNDS
Excelsior Pacific/Asia (USPAX) 7-Day 30-Day 1-Year
Excelsior Funds Alpine Municipal MMF/Investor 2.75% 2.72% 2.24%
73 Tremont Street, 8th Floor Vanguard Tax-Exempt MMF 2.57 2.58 2.13
Boston. MA 02108 Fidelity AMT Tax-Free Money Fund 2.39 2.39 1.95
’ Scudder Tax-Exempt Money Fund 2.35 2.35 1.86
(800) 446-1012 *Minimum Investment: $500, $250 IRA Amer Cenfury TE MMF/lnw Class 232 231 182
Fidelity Municipal MMF 2.32 2.33 1.85
T. Rowe Price Summit Muni MMF 2.31 2.29 1.81
f N\ Scudder T-E Cash Managed Shares 2.30 2.29 1.80
MONEY MANAGEMENT USAA Tax Exempt MMF 230 230 184
Dreyfus BASIC Muni MMF 2.29 2.30 1.83
Forinfomnation onthe “Money ererRManaged Account Program” Fidelity Tax Free Money Market 2.29 2.29 1.84
call PRI F|nonf:|ol Advisors [nc. .ToII-free q’r [SOQ] 707-2060. TAX-FREE STATE-SPECIFIC FUNDS
Ask about PRI's free, no-obligation portfolio review. 7.Day 30-Day 1Year
Minimum investment is $100,000. Vanguard OH Tax-Exempt MMF 257% 255% 2.11%
'As an independent Registered Investment Advisor, PRI Financial Vanguard NY Tax-Exempt MMF 2.55 255 2.08
Advisors will exercise discretion with regard to asset allocation and Vanguard PA Tax-Exempt MMF 2.54 2.54 2.09
fund selection and may make investment decisions for client Vanguard NJ Tax-Exempt MMF 253 252 207
accounts that differ from recommendations found in MONEYLETTER. Vanguard CA Tax-Exempt MMF 2.52 2.50 2.07
\_ , Fidelity FL. Municipal MMF 2.24 2.24 1.81
Fidelity PA Municipal MMF 2.23 2.24 1.79
Fidelity AZ Municipal MMF 2.22 2.24 1.79
Fidelity CT Municipal MMF 2.22 2.20 1.79
My investments grew Fidelity MI Municipal MMF 2.21 2.20 1.75
Fidelity NY Municipal MMF 2.21 2.23 1.77
Taxable equivalent yield = yield / (1—total effective tax
bracket). Funds are ranked by 7-day vields; 7-day and 30-day yields are
compound vields as of 11/8/05. Third column refers to 1-year total return.

Criteria for inclusion include: top-yielding unrestricted retail funds only, with
minimum initial investment <$25,000 and assets >$100 million.

Source: iMoneynet’s Money Fund Report (800) 343-5413
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Excelsior Infernational
& Pacific/Asia

To serve our readers better, MONEYLETTER constantly
searches for new mutual funds to add to our database,
expecting that some of them will prove true winners. In this
issue, we profile two international funds from the Excelsior
family of funds—Excelsior International and Excelsior Pacific/
Asia. They will be added to the database in the next issue.

About the family

You may not be too familiar with the Excelsior Funds,
but you may well recognize the name of the funds’ advisor,
U.S. Trust. Since 1853, U.S. Trust has been a leader in wealth
management, and its investment expertise was available to
only a select clientele. Their guiding principal was to invest in
good companies, know them well, and hold for a long time.
This resulted in a low portfolio turnover and a “tax-intelligent”
approach to investing. In addition, U.S. Trust emphasized that
its portfolio managers adhere to a stated investment style and
process that does not fluctuate over time.

U.S. Trust created its Excelsior funds to make its invest-
ment expertise available to all investors. Investors can
allocate assets among nine domestic equity funds, three
international equity funds, four taxable fixed income funds,
five tax-exempt fixed income funds and five money funds.
And, the fund group is one of few to have a minimum initial
investment of only $500.

Excelsior International (UMINX)

Created in July 1987, Excelsior International focuses
its investments in Western Europe and the more developed
nations in the Pacific Basin and Latin America. It may also
invest in emerging markets to capitalize on special oppor-
tunities there. However, the managers tread cautiously in
emerging markets, venturing there only if a firm’s growth
and appreciation potential outweighs the risk of its location
or operations in emerging nations.

The current fund manager, David Linehan, assumed
control of the fund in 2002, and was joined by Donald
Elefson and Reiner Triltsch in 2004. The managers use a
bottom-up investment approach, searching out high-quality
companies they expect to experience sustainable earnings
growth, and to benefit from global or regional economic
trends, or promising technologies or products. The key,
however, is that this potential has not yet been recognized
by the broad market. In other words, the managers buy
only when they deem valuations to be attractive. The focus
on sustainable growth also means that they will only buy
stocks they expect to hold for 18 to 24 months. And, as bot-

FUND PROFILES

tom-up investors, the stock selection process drives sector
and country weightings.

The fund’s largest holding, Chiyoda Corp. (2.4% of
assets), is one of the best performing stocks in the Nikkei
225 stock index in Japan this year. And although it slumped
in October along with other energy shares, it is has still
more than doubled in price. One of Japan’s largest plant-
engineering companies, Chiyoda is a leader in building
LNG process plants worldwide. Despite the October slump
in the shares, Linehan believes the firm will benefit from
building contracts for many years.

( Top Five Nations & Sectors (% of Assets) )

Japan 21.0 Financial Services 18.2
United Kingdom 17.5 Consumer Goods 14.2
Germany 10.0 Industrial Materials 12.7
France 8.3 Health Care 10.5
Switzerland 4.0 Energy 10.4
kNations as of September 30, sectors as of June 30, 2005 J

This fund struggled performance-wise for a number of
years, but since Linehan took the helm, it has consistently
outperformed its category average. In Morningstar’s “for-
eign large growth” category, it ranks in the top 27% for the
year-to-date and the top 13% for the trailing year through
November 10. Linehan sees further opportunities in inter-
national equities, saying, “profits in most international
markets have ample room to expand.”

Excelsior Pacific/Asia (USPAX)

The Pacific/Asia fund is also managed by David Linehan,
and has its basic strategy in common with its sibling, above.
Linehan also uses a bottom-up approach here, focused on sus-
tainable earnings growth. Sector and geographic weightings
are still driven by stock selection. The main difference is that
the geographic focus is on companies located in Asia and the
Pacific Basin, including Australia, New Zealand, and India.

But there are differences in how this fund is managed.
Linehan also looks closely at cash flow growth, looking for
growth that outpaces a firm’s industry peers. Also, this fund
sports a more concentrated portfolio, featuring only about
50 of Linehan’s high-conviction stocks. (Many of its peers
typically have 100 or so holdings.) And, he tends to find
more mid- and small-cap stocks than his peers, a result of
the focus on rapid cash flow growth.

Interestingly, this fund shares its top holding with
Excelsior International, Chiyoda Corp. But at 4.1% of

(continued on page 7)
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