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July was a heavy month for subscriber questions. This Second quarter earnings gave a boost to stocks,
issue is dedicated to the major areas of interest: | with the growth sectors logging the most significant

L o : e | gains. There is now clear evidence of an economic
giiﬁgrg%l;g Ethev%\ﬂz ?ng}g? ércl)gonds, and it's rebound in manufacturing, although consumers are

, _ _ growing somewhat skittish as job losses continue to
This may seem like unusual advice, but you may mount from corporate cost-cuiting.

want to diversify into conservative stocks. One of | gng-term interest rates moved up. That's not
the big advantages of a growth and income portfalign unusual thing to see with evidence of an economic
is that it not only cuts the volatility of an all-stock | repound, but the magnitude of the increase suggests
portfolio, but it also makes it easier to weather a that other factors are at work. Large mortgage lenders
bear market in bonds. That's because the stock could be selling treasuries to rebalance their portfolios
market and the bond market rarely sell off at the now that refinancing activity has ground to a halt.
same time. If the economy is slipping, bonds usually The dividend tax cut still seems to be coaxing money
gain from lower interest rates while stocks take agyt of bonds and into dividend stocks. And foreign
hit from weak earnings. When the economy gains jnyestors, especially the Japanese, may be selling
strength, stocks often rally in anticipation of better . s. ponds to take advantage of their own stock
earnings while bonds take a hit as long-term interesharket rebound. As such, the selloff in bonds could
rates move up. Clearly, a portfolio with exposure tohe somewhat self-reinforcing until yields move
both stocks and bonds offers a balanced approach high enough to draw in money that's currently sitting
QUESTION & ANSWER FORUM <Continued on page 2 | idle in cash accounts.
The S&P 500 gained 1.8¢6r the month of July.

Unigue Opportunities and GROWTH FUNDS

Income Model Plan Trades Growth Model holdings are listed on page 7.
Our favorites includ€apital Appreciation, Low-
Priced Stock Leveraged Company StockExport

. G & Multinational , Mid-Cap, andContrafund Il .
Income (FRIFX). oThe resulting mix W'Hobe Funds that emphasize small-caps and growth
approximately 209short-Term Bond, 22% stocks tended to outperforr&mall-Cap Stockled
Ultra-Short Bond, 14%High Income, 25% the group, up 6.1%TC Portfolio gained 5.5%,
Floating Rate High Income and 19%Real Estate | 54 ow-Priced Stock rose 4.8%. However, those
Income. There are nohanges to the VIP Income | o enyeighted in energy and utilities laggle group.
Model. This move wilgive a small boost to the Contrafund Il was off 0.2%, while botBividend

model’'s incomestream and will further reduce its Growth andLeveraged Company Stoclslid 0.7%.
sensitivity tointerest rate changes.

On Monday, 8/11, our Income Model will
sellGinnie Mae (FGMNX) and buyReal Estate

Also on 8/11, our Unique Opportunities Model INTERNATIONAL FUNDS
will sell one-third ofCapital & Income (FAGIX) Diversified International is our favorite choice
and buyJapan Fund (FJPNX). The resulting | for broad-basetbreign stock exposurelapan is
mix will be roughly 29%Capital & Income, our pick for a country-specific bet.
15%Japan Fund 22%lLeveraged Company Positive economic signs in Asia gave a boost to
Stock, and 34%_ow-Priced Stock. Although regional stock marketslapan Smaller Companies

Capital & Income is still a solid bet, the jump in | andSoutheast Asiaboth gained 7.8%However,
long-term interest rates and the loss of David| a strong euro continued to hold b&tkope Capital
Glancy slightly reduces iettractivenessJapan Appreciation, which rose just 0.7%. And lower
Fund carries more riskyut it could pay off if the energy prices hu€anada, which declined 0.6%.
Japanese economy stays on track with its recovery. RECOMMENDATIONS -Continued on page 8



QUESTION & ANSWER FORUM Continued from page 1 g kept 15-30% of the fund in the stocks of companies
One easy way to accomplish this is to sell a that issue junk bondsMost of that time, the stock
portion of your bond holdings and move into our side ofHigh Income gave the fund a nice edge in
Growth and Income Model. If you don't want to performance. It appeared to be especially helpful in
take on any stock market exposure, or if your bondthe third quarter 01998, when the near-failure of
holdings will be needed for living expenses within  hedge fund Long-Term Capital essentially shut down
the next three years, consider following our Incomethe high-yield bond market. In his new role, Soviero
Model. It's better protected against rising interest will rely on the research provided by Fidelity’s
rates than most bond funds, and it offers a highehigh-yield bond group, the same people who set
income stream than a money market fund. Glancy up for success. But don’t expect Soviero to
Are you satisfied with your Income Model strategy ~ deliver the unusually strong performance that Glancy
after the recent jump in long-term interest rates?  turned in the last few months. Those big gains were
Will you be making any changes? made possible by the Fed’s heightened concerns
Our Income Model performed in line with our with deflation after Irag was brought under U.S.

: : : control. A cooling off period has been overdue for
expectationsluring the recent interest-rate runup, ; : ;
with the interest-sensitive side pulling back, and leveraged stocks, with or without Glancy’s departure.

the stable-value positions holding up well. Our & Inclé/(ljﬂé Nhoii'E’egéa%?nz&e%%cﬁﬁgﬁr}tn%gﬂteal
conditions. While there is no guarantee we will conservative portfolio compared with Glancy, keeping

- - his stock exposure about half as greatapital &
be able to do that, the model is structured in a way :
that minimizes the potential loss to principal. Income. HoweverCapital & Income has a more

) . aggressive charter, $¢otkin may in fact stay with
So far we've performed well on the capital Glancy’s precedent. If ndBapital & Income will at

appreciation front, but lately the income stream ha - - iy
dipped below our target of 4%. Defensive moves i(:'ta:tti?ﬁg%v?%?] tlg\e;ek:ggggt QLigngSrﬁ’éﬁCk weighting

by the managers dfltra-Short Bond andGinnie VIP High Incomeis also affected, witMatthew

Mae reduced the income stream for these funds to . . . .
- . - Conti replacing Mark NotkinConti manages one of
around 1% for a period of time. The yield on both Fidelity’g brokger-sold high income fungs, and has

IS now rising, although neither is up to prior levels. o L :
In a bid to further reduce the model's interest-rateMaintained a portfolio similar ©apital & Income.

sensitivity, we've decided to exchanGinnie Mae ISO’ there sta ﬁOOd chanct:e h?]_mr?y ?M?H'gh
for Real Estate Income(see page 1 for details). ncomletﬁ_s oc exp_c()jsur% 0 a higher e\t/e. derat
Real Estate Incomenvests in real estate investment & .t'T%leconS' ered, were g_?r:ng tr? TJO jerate
trusts, with a focus on income producing properties%ur atpl at' rlcﬂco(;ne (;,-]>_<|pot5lf<r_e within | € dnlque
The fund is generallgelped by a stronger economy, ~PPOr u};n 'Eif] odelvhile ta :jn% aﬂ‘]"’?' -an f'fsete q
so it should hold up well if interest rates continug2PPIoactior the remaining models that are atrecte

to rise. Its income stream is paid quarterly and isby the changes.

comparable to that dhort-Term Bond. You continue to list Capital Appreciation as your

With the manager at Leveraged Company Stock favorite _growth fund. What is it that you like

and Capital & Income gone, does it stillmake  about this fund?

sense to own these funds? Capital Appreciation fits in well with our belief
Although David Glancy’s departure is somewhat that growth stocks are the best bet for the current

disappointing, it doesn’t necessarily mean that it's market environment. Manager Harry Lange is a

time to move on. Most likely, these funds will cool seasoned stockpicker who knows the technology

off somewhat, but should still provide good returns sector particularly well. About 45% of his fund is

for the amount of risk they take on. invested in tech and media, and within those groups
Thomas Soviero, the new managdreateraged  he has focused on stocks that have lower multiples.
Company Stock is no stranger to investing in debt- Despite having a heavy growth bias and a near-

heavy companies. HanHigh Income between zero cash position, the overall volatility Gapital
January 1996 andune 2000, and during that time Appreciation is only 10% greater than the S&P 500.

MANAGED ACCOUNTS: Money management services are available through Weber Asset Management, Inc., where the strategies
used by Fidelity Monitor are personalized to meet your individual needs and risk tolerance. Your account stays at Fidelity and is invested
in Fidelity funds. For information please call 800-438-3863, or visit www.fidelitymonitor.com and click on the money management link. You
may also write Weber Asset Management, Inc, 1983 Marcus Avenue #221, Lake Success, NY 11042. Minimum account size is $200,000.

Fidelity Monitor is published by Independent Fidelity Investors, Inc, P.O. Box 1270, Rocklin, CA 95677. Web site: www.fidelitymonitor.com
For information/service, call (800) 397-3094, email fidmonservice@aol.com or visit the web site. Subscription rate: $139 per year, including
weekly hotline service. Fidelity Monitor is not associated with Fidelity Investments. All facts and figures are obtained from reliable sources
but are subject to revision. Before buying a fund, please read its prospectus. Editor: Jack Bowers. Copyright (c) 2003.
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Part of the reason is that Lange favors beaten dowtrimmed valuations, but these stocks are anything
stocks with recovery potential. Interestingly enough, but cheap. Negative surprises are common in the
8% of his fund is invested in Japan. biotech industry, and events that affect one stock often
Because Lange is investing mainly in the large-have a pronounced impact across the entire sector.
cap growth arena with a moderate-sized asset base, Better to bet on biotech as a long-term play. After
Capital Appreciation has the ability to move with  all, the baby-boomers an®t getting any younger,
ease when seeking new opportunities or in getting and rising affluence in Asia and Latin America means
out of problem situations. Its current size is $2.6that other countries will be buying more of the world's
billion, considerably smaller than some of Fidelity’smost advanced medications. But more important is
more popular diversified growth funds. the fact that biotech research is finally coming of age.

| noticed that you list Biotechnology as a favorite There are major opportunities in cancer, antibiotics,

: o " weight loss, heart disease, and genetic disorders.
isnedCL}(S){I’)(/) ngdgugt'gécmggt Is it that makes this Biotech firms are the front-runners in this race, and

_ ) even with moderate success they have the potential
Unlike the technology sector, the biotech groupto surpass traditiongharmaceutical sales in less
doesn’t depend much on the economy. Sales arg@han two decades.
driven mainly by medical demand and the success Roughly six years agdjealth Care logged
rate of research and development efforts. And lately, the best 15-year record in the mutual fund industry.
both factors have been headed in the right directiont didn't happen by accident. The fund had a long-
Most of the major biotech players have at least atermplan to capitalize on the growing influence
few blockbuster drugs in their product line, so they of pharmaceutical products on the health care industry.
are now at a point where they can pay for their own A similar transition may now be in the making
research, eliminating their prior dependence on wjth Biotechnology While there is no way to say
outside capital. And despite the many promisingfor sure how well this fund will perform over the

drugs that fail to win FDA approval, those that do next 15 years, it clearly stands out as one of the more
make it out the door are exceeding expectations promising sector opportunities.

more often than not. .

Most of today’s biotech players have staked ouf N€ long-term return goals you list for your model
their own area of expertise, and with so many researdfPrtfolios (pages 6-7) seem rather optimistic
opportunities it hasn’t been necessary for them to gégzlatlve to historical r)qrms;)Any chance you'll
after each other’s market share. Many of the drugs°€ Making some revisions?
currently in the pipelinenvolve completely new Effective with this issue, we have reduced our
techniques for fightinglisease, and some provide long-term goals for the Growth & Income Model by
treatment for conditionghat previously could not  one percentage point, and we have cut the Growth
be remedied. Model and Select System goals by two percentage

In some cases, investors have been disappointegoints. Although we remain optimistic on current
by complex manufacturing processes that take longermarket conditions, the long-term outlook for stocks
than expected to become operational. But in the longappears a bit less bullish. Our primary concern is
run, this actually may be a good thing. Medicines that rising costs for energy, wages, insurance, and
that are difficult to produce are not likely to see much benefits will slow the rate of earnings growth over
competition from the generic drug industry after thethe next 10-20 years. A secondary issue is that the
patents run out. ranks of stock ownership may decline as the baby-

Most of the major biotech firms have exceededboom generation enters its retirement years.
expectations over the last 12-18 months, and it’s Our previous model portfolio goals assumed a
reasonable to expect this trend to continue in thelong-term S&P 500 return of 12% per year. Our
months ahead. The weak dollar is boosting foreignnew goals are based on an annualized S&P 500
revenue, and existing products are selling better growth rate of 10%. The new goals will not change
than expected. Seasonality effects may also be #he way the models operate. We'll still be aiming to
plus in the months ahead. The biotech sector tendsutperform the S&P by three percentage points in
to outperform the market byvaider margin in the  the Growth Model and five percentage points in the
months of August, September, and October. Select System. The Growth and Income Model will

But don’t bet the farm. The bear market has QUESTION & ANSWER FORUM <Continued on page 8

GUIDE TO FIGURES LISTED ON PAGES 4 AND 5

Gain/loss percentages are for prior month’s close (annualized for periods over a year). Reinvested distributions are assumed, with no
adjustment for loads. Size figures are for the beginning of the prior month, in millions. Dividend Yield is based on actual dollars posted
to accounts, not the SEC yield that Fidelity must quote. Risk is based on standard deviation of daily gains and losses over a one-year
period, relative to the S&P 500. Loads: 3-0.75(90) means 3% load, 0.75% redemption fee if held less than 90 days. 3% loads are waived for
IRA/Keogh accounts — except on Magellan, New Millennium, and Selects. If a fund is closed to new investors, we will list it as such in the
Load column. Ratings: B [ITTTis favorite buy , B [IITdmeans buy , H [ITTImeans hold for the long run, S [Mmeans cut to 5% of holdings,
S O means sell and move to a buy-rated fund in the same group. Upgrades and downgrades are indicated by t and 1.
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JULY PERFORMANCE 2003 One Three One 3-Yr 5-Yr 10-Yr
Fund Name (Code/Symbo) Rating Risk Load NAV  Size YTD Mth Year Rate Rate Rate

Nl S
©
=

Aggressive Gth  (324/FDEGX) HIDO 1.20 0-1.5(90) 13.17 4628.9 17.7 12.0 184 -34.6 -9.2 4.6

Blue Chip Gth (312/FBGRX) HIL  0.97 0-0 36.13 193215  13.1 1.8 7.7 9.1 -143 24 9.2
Blue Chip Value (1271/FBCVX) HCII  1.0Est  0-0 9.73 0.4

Capital Apprec (307/FDCAX) BTl 1.10 0-0 2049 26384  26.6 3.0 150 249 -6.4 31 9.6
Contrafund (22/FCNTX) HOO 063 0-0 4335 302840 12.3 2.7 9.6 99 50 29 1.2
Contrafund Il (339/FCONX) BLIIL  0.90 0-0 9.38 691.1 82 -02 62 106 -9.7 35

Disc Equity (315/FDEQX) HOD 091 0-0 20.28 33195 129 1.1 7.9 84 94 0.1 9.6
Dividend Gth (330/FDGFX) B[O  1.03 0-0 2476 155242 109 0.7 73 126  -36 31 143
Export Fund (332/FEXPX) ~ BOIIl 1,06 0-0.75(30) 15.89 830.6 15.6 1.9 93 205 -16 7.8

Fidelity Fifty (500/FFTYX) HOO  1.00 0-0.75(30) 17.96 8924 120 0.3 73 15.0 15 7.1

Growth Company (25/FDGRX) BT  1.15 0-0 4402 18301.6 243 45 154 214 -17.7 29 106
Large-Cap Stock (338/FLCSX) HIIL  0.92 0-0 12.48 6340 121 2.5 7.7 6.6 -146 -2.1

Lev Co Stock (122/FLVCX) B0 1.08  0-1.5(90)  14.93 7201 493 0.7 216 1026

Low-Priced Stock (316/FLPSX) BT} 0.76 0-1.5(90) 30.08 180340 195 4.8 165 151 169 116 154
Magellan (21/FMAGX) BOIID 101  Closed 88.58 619424  12.4 1.3 7.0 89 -11.6  -0.6 8.7
Mid Cap Stock (337/FMCSX) BOIL 0.95 0-0.75(30) 18.89 6157.2 164 34 127 158 -65 7.4

New Millennium (300/FMILX) BOID  1.03 Closed 25.48 29747 15.1 0.7 102 127 -108 11.3 17.0
OTC Portfolio (93/FOCPX) =~ BIID  1.05 0-0 2833 66216 185 55 155 208 -21.1 0.4 9.2
Independence (73/FDFFX) HT] 1.01 0-0 14.63 4466.4 1.9 1.3 9.8 9.3 -139 2.5 9.6
Small Cap Indep (336/FDSCX) HCTT1 ~ 0.64  0-1.5(90)  15.39 8153 157 32 146 102  -0.2 1.9 7.6
Small Cap Stock (340/FSLCX) HLILD  0.78 0-2(90) 14.09 1607.4  19.0 6.1 187 192 1.8 10.7

Stock Selector (320/FDSSX)  HDI 1.00 0-0 18.92 7548  14.1 1.8 85 125 -106 -1.3 8.6
Strc Lg Cap Gth (763/FSLGX) HOII  0.99 0-0.75(30)  8.16 186  14.6 2.1 9.1 103

Strc Lg Cap Val (708/FSLVX) HOID  0.98 0-0.75(30)  9.34 191 109 1.9 8.4 7.9

Strc Mid Cap Gth (793/FSMGX)HIT] ~ 1.02  0-0.75(30)  8.94 248 218 37 152 19.0

Strc Mid Cap Val (762/FSMVX) HCIT1 ~ 0.89  0-0.75(30)  10.37 409 14.2 22 110 7.9

Focused Stock (333/FTQGX) ~ S[T 1.05 0-0.75(30) 7.77 32.8 8.8 1.0 82 -1.4 -191  -4.4

Trend (5/FTRNX) BOIID  0.99 0-0 44.08 790.1 141 1.4 84 128 97 0.8 5.3
Value (39/FDVLX) HOD 093 0-0 53.21 55855 14.7 23 15 129 9.7 59 11.2
Value Discovery (832/FVDFX) HITI 1.0 Est 0-0 11.09 33.3 12.2 1.6 9.2

GROWTH & INCOME FUNDS:

Balanced (304/FBALX) BOII 0.64 0-0 1492 77346  13.2 0.4 81 1438 3.3 5.7 8.3
Convertible Sec (308/FCVSX) HIIID  0.44 0-0 18.38  1665.7 148 -0.4 6.1 205 -1.1 91 113
Equity-Income (23/FEQIX) ~ BOIIT 1,00 0-0 4426 199180 125 1.8 9.9 8.9 -0.9 1.3 9.9
Equity-Income I (319/FEQTX) BLITD  1.06 0-0 20.17 10373.0 16.7 26 105 17.4 0.8 1.8 10.1
Fidelity Fund (3/FFIDX) HOOO  0.94 0-0 25.08 93284 131 25 74 102 -103  -1.1 102
Growth & Income (27/FGRIX) HIL  0.81 0-0 32.84 28009.4 9.0 1.0 5.0 52 73 -05 10.0
Growth & Inc Il (361/FGRTX) HIIL  0.85 0-0 8.66 1958 145 2.1 72 145 50

Puritan  (4/FPURX) BOTIT 0.60 0-0 16.96 19600.1 8.8 0.1 55 9.4 1.9 3.0 8.9
Real Estate Inc (833/FRIFX) B[IIIh 0.2 Est 0-0.75(90)  10.91 189.6 0.4 5.1

Real Estate (303/FRESX) HOOIh 056  0-0.75(90) 21.26 21240 173 51 118 148 125 105 104
Utilities (311/FIUIX) HOD.  0.96 0-0 10.48 898.5 91 50 49 205 -183  -47 4.8
SELECT FUNDS:

Air Transportation (34/FSAIX) SO 117 3-0.75(30) 27.05 504 227 -03 185 110 @ -4.2 56 111
Automotive (502/FSAVX) sm 1.05 3-0.75(30) 27.26 187 204 7.6 184 173 9.0 1.5 5.7
Banking (507/FSRBX) HODO 110 3-0.75(30) 35.55 3878 175 44 131 109 103 28 142
Biotechnology (42/FBIOX)  BOII] 1.11 3-0.75(30) 51.42 18658 328 97 200 352 -142 1.7 122
Brokerage (68/FSLBX) HOOO 140 3-0.75(30)  44.82 3773 229 48 201 279  -15 58 16.0
Business Ser (353/FBSOX)  S[T 124 3-0.75(30) 12.67 330 15 30 mn16 1n6 -01 5.4
Chemicals (69/FSCHX) HOO 113 3-0.75(30) 44.03 335 14.0 9.4 6.6 78 103 6.2 10.0
Computers (7/FDCPX) BT 150 3-0.75(30) 30.28 7453 374 76 241 307 -284 1.0 151
Const & Housing (511/FSHOX)HOI ~ 1.14 3-0.75(30) 28.17 61.8 16.8 26 143 11.8 154 58 11.0
Consumer Indust (517/FSCPX) H1TJ 0.85 3-0.75(30) 21.48 29.7 1.4 1.3 8.3 7.0 -3.0 -0.4 9.2
Cyclical Indust (515/FCYIX) S 0.97 3-0.75(30) 13.59 211 141 54 16 103 1.6 2.9
Defense & Aero (67/FSDAX) S[T 0.93 3-0.75(30) 45.00 2536 135 49 16.3 4.7 5.4 65 13.9
Develop Commun (518/FSDCX)BT11]  1.33 3-0.75(30) 13.35 469.4  35.3 6.2 181 404 -335 -06 8.2
Electronics (8/FSELX) HOO 196 3-0.75(30) 33.43 28305 372 84 212 145 -279 70 182
Energy (60/FSENX) HOO  1.00 3-0.75(30) 21.13 194.5 31 51 4.3 40 25 5.4 7.7
Energy Services (43/FSESX) BT 151 3-0.75(30) 28.59 448.6 27 -83 -08 5.1 5.1 79 10.9
Environmental (516/FSLEX) HOL  0.82 3-0.75(30) 11.58 1.2 122 42 104 184 1.7 -49 1.6
Financial Services (66/FIDSX) HOIJ ~ 1.06  3-0.75(30) 102.46 4642 155 4.2 96 129 3.7 31 140
Food & Agriculture (9/FDFAX) HOID  0.62 3-0.75(30) 39.74 91.8 24 -05 80 -21 5.1 1.8 103
Gold (41/FSAGX) HOD 120 3-0.75(30) 23.48 570.7 09 47 182 356 280 16.0 1.8
Health Care (63/FSPHX) HOO  0.84 3-0.75(30) 113.11 19753 110 -0.3 71 11 42 31 164
Home Finance (98/FSVLX) HOI  0.99 3-0.75(30) 56.21 360.6 156 3.9 8.1 76 17.9 41 159
Indust Equip (510/FSCGX)  S[O 1.06 3-0.75(30) 19.66 263 13.1 69 142 101 56 -0.2 9.4
Indust Materials (509/FSDPX) HCTD  0.89  3-0.75(30)  27.02 274 127 64 173 175 116 4.8 6.8
Insurance (45/FSPCX) HOO  1.02 3-0.75(30) 50.71 1025 137 3.1 7.9 9.2 9.6 91 151
Leisure (62/FDLSX) HOO  1.09 3-0.75(30) 62.21 1532 243 23 140 283 -43 29 121
Medical Delivery (505/FSHCX) HOTD  1.24  3-0.75(30) 25.57 97.0 8.0 62 163 -14.1 96 -01 103
Medical Eqip/Sys (354/FSMEX)HI] ~ 0.71 3-0.75(30) 18.95 246.4 229 30 128 306 98 167
Multimedia (503/FBMPX) HOO 143 3-0.75(30) 42.20 160.8  24.3 1.3 192 513  -3.0 56 13.2
Natural Gas (513/FSNGX) ~ HOD  0.97 3-0.75(30) 17.76 186.9 59 7.4 4.0 6.8  -15 8.7 6.9
Nat Resources (514/FNARX) HILD  0.92 3-0.75(30) 11.75 30.1 6.2 -24 7.6 6.7 -09 6.7
Networking/Infra (912/FNINX) HOID  1.72  3-0.75(30) 2.04 117.6  36.9 6.8 236 283

Paper & Forest (506/FSPFX) HOID  1.00 3-0.75(30) 25.84 157 -05 37 6.4 1.8 5.8 6.2 8.6
Pharmaceuticals (580/FPHAX) HEIII 0.89  3-0.75(30) 8.20 68.3 12.6 -2.4 58 144

Retailing (46/FSRPX) 1.01  3-0.75(30)  40.61 619 189 38 160 112  -24 07 100
Software (28/FSCSX) B DJJ] 129 3-0.75(30) 43.45 7164 192 35 135 413 -10.2 9.8 159
Technology (64/FSPTX) BOID 153 3-0.75(30) 50.73 19332 346 59 203 350 -287 49 134
Telecom (96/FSTCX) HODO 151  3-0.75(30) 27.88 366.9 9.0 -43 81 51.0 -27.7 -91 4.5
Transportation (512/FSRFX) S[T 1.10 3-0.75(30) 29.89 349 220 27 122 150 6.6 99 115
Utilities Growth (65/FSUTX) HIIL ~ 0.92  3-0.75(30)  29.43 2207 118 50 57 174 -197 -39 5.3
Wireless  (963/FWRLX) HOTO 134 3-0.75(30) 3.31 848  36.2 6.1 230 298




JULY PERFORMANCE Div. 2003 One Three One 3-Yr b5-Yr
Fund Name €ode/Symbo) Rating Risk Load NAV Size Yield YTD Mth Mth Year Rate Rate
Aggressive Int'l (335/FIVFX) HOO  0.76 0-1(30) 13.04 415.9 215 52 168 152 -7.3 05
Canada (309/FICDX) HO 0.62 0-1.5(90) 21.94 117.8 21.1 -0.6 11.0 23.5 -0.7 8.5
Diversified Int'l (325/FDIVX) BT 0.59 0-1 (30) 19.80 9046.1 15.4 2.3 13.0 12.7 -4.4 4.0
Emerging Mkts (322/FEMKX) H IO 0.66 0-1.5(90) 8.52 293.3 18.2 5.7 18.2 14.8 -5.8 0.8
Europe (301/FIEUX) H 1.00 0-1 (30) 21.40 1099.4 16.8 1.6 12.5 1.2 -13.1 -5.7
Europe Cap Appr (341/FECAX) HOID 0.76 0-1 (30) 15.42 387.8 11.5 0.7 9.8 1.7 -7.1 -2.2
China Region (352/FHKCX) HO 0.62 0-1.5(90) 12.57 126.6 15.7 6.8 20.3 6.0 -9.0 9.9
Global Balanced (334/FGBLX) HIIII  0.44 0-1 (30) 16.35 97.0 10.6 1.8 8.8 8.4 -2.6 2.7
Int'l Growth & Inc  (305/FIGRX) H[IT 0.68 0-1 (30) 19.19 986.8 14.1 3.1 14.0 8.2 -7.7 1.2
Int'l Small Cap (818/FISMX) H 0.7 Est 0-2 (90) 14.08 78.0 33.5 6.1 22.9

Japan (350/FJPNX) B LI 0.87 0-1.5(90) 9.26 339.2 9.8 4.5 16.9 22 -18.1 3.1
Japan Smaller Co (360/FJSCX) H [T 0.70 0-1.5(90) 7.50 384.6 16.5 7.8 14.9 -25 -9.9 135
Latin America (349/FLATX) HOO 1.02 0-1.5(90) 11.75 185.4 25.9 4.1 10.1 36.5 -6.4 -2.8
Nordic (342/FNORX) HOO 0.83 0-1.5(90) 16.95 73.4 1.3 2.3 8.0 4.0 -16.6 -2.0
Overseas (94/FOSFX) H 0.92 0-1 (30) 25.54 2920.4 16.1 4.8 18.6 6.5 -12.4 -3.4
Pacific Basin (302/FPBFX) BT 0.67 0-1.5(90) 14.33 290.6 12.3 4.4 18.4 38 -121 55
Southeast Asia (351/FSEAX) HOO 0.88 0-1.5(90) 11.64 273.1 20.5 7.8 25.7 3.9 -6.9 10.9
Worldwide (318/FWWFX) H 0.85 0-1 (30) 13.85 725.1 16.6 2.8 13.7 1.3 -5.8 0.0
INDEX AND ASSET ALLOCATION:

Four-In-One Index (355/FFNOX) HITI  0.75 0-0.5(90) 20.33 332.9 12.8 15 8.5 ni -7.1

Spart Ext Mkt ldx (398/FSEMX) B[II] 0.84 0-0.75(90) 23.51 566.0 22.3 4.6 16.8 21.1 -7.3 1.6
Spart Int'l Index (399/FSIIX) HOTO  0.83 0-1(90) 22.52 303.5 12.3 21 1.0 6.2 -118 -3.6
Spart 500 Index (317/FSMKX) HOITI 1.00 0-0.5(90) 68.42 7981.6 13.6 1.7 8.4 105 -10.3 -1.2
Spart Total Mkt Idx (397/FSTMX) H 1] 0.96 0-0.5(90) 26.55 1430.9 15.4 2.4 10.2 12.5 -9.3 -0.4
Asset Manager (314/FASMX) H[ITJ 0.54 0-0 14.76  10804.8 8.4 -1.3 3.8 12.2 -1.7 3.6
Asset Mgr Agg (347/FAMRX) HOO 1.00 0-0 8.67 204.8 25.1 2.7 13.5 140 -14.4

Asset Mgr Gth  (321/FASGX) HOD 0.76 0-0 13.27 3504.7 10.9 -0.9 5.7 14.0 -5.1 1.0
Asset Mgr Inc  (328/FASIX) BT 0.23 0-0 11.56 868.9 7.6 -0.7 29 11.0 3.1 4.5
Freedom 2000 (370/FFFBX) BIIID 0.20 0-0 11.38 1381.8 3.9 -0.9 1.6 5.9 0.8 4.7
Freedom 2010 (371/FFFCX) B [ITTT1 0.38 0-0 12.28 5482.8 7.9 -0.3 4.0 9.7 -2.0 4.2
Freedom 2020 (372/FFFDX) BOII1 0.60 0-0 11.85 4997.1 1.8 0.8 6.8 12.0 -5.8 2.7
Freedom 2030 (373/FFFEX) B ITTT1 0.72 0-0 11.58 2898.9 13.5 15 8.3 12.6 -8.1 1.6
Freedom 2040 (718/FFFFX) B ITTT] 0.80 0-0 6.71 643.9 14.9 2.0 9.5 13.5

Freedom Income (369/FFFAX) B [IIIT] 0.16 0-0 10.84 1390.0 3.0 -0.9 1.1 4.9 2.4 4.7
TAXABLE BOND FUNDS:

Capital & Income (38/FAGIX) Bl 0.32 0-1(90) 7.58 4107.5 6.48 255 -1.5 45 491 2.4 3.3
Floating Rate (814/FFRHX) BIIT] 0.1Est 0-1(60) 9.79 402.9 3.00 4.2 0.1 15

GNMA Portfolio (15/FGMNX) HOIL  0.07 0-0 11.05 6306.7 1.66 -0.1 -1.4 -0.9 3.0 7.3 6.0
Gov't Income (54/FGOVX) H DO 0.21 0-0 10.16 3794.7 2.76 -1.2 -4.2 -2.5 3.5 7.8 6.1
Intermed Bond (32/FTHRX) H[IT] 0.15 0-0 10.55 7163.8 3.76 1.7 -2.8 -0.9 7.0 8.5 6.7
Intermed Gov't Inc  (452/FSTGX) H [11J 0.16 0-0 10.17 1395.3 2.63 -0.4 -2.9 -1.6 3.8 7.9 6.4
Invest Grade Bond (26/FBNDX) HI[1T] 0.15 0-0 7.40 5438.5 2.96 0.8 -3.4 -1.9 6.8 8.2 6.4
Mortgage Securities (40/FMSFX)H[IT1  0.07 0-0 11.11 1471.2 1.68 0.2 -1.8 -1.3 3.4 7.7 6.3
New Markets Inc  (331/FNMIX) H[IT] 0.36 0-1(90) 12.65 883.9 6.15 16.1 -3.8 0.6 35.1 12.6 n.1
Short-Term Bond (450/FSHBX) B (1111  0.08 0-0 8.97 5888.1 2.75 1.7 -1.1 -0.1 5.8 6.8 5.9
Spart Gov't Inc  (453/SPGVX) HITJ 0.22 0-0 10.77 1167.9 3.43 -14 -4.4 -2.6 3.5 7.9 6.4
High Income (455/SPHIX) B ITTL 0.17 0-1(90) 8.46 2513.2 6.85 15.8 -1.0 29 27.4 0.1 0.0
Spart Invest Grade (448/FSIBX) H 1] 0.15 0-0 10.61 2867.4 3.32 1.0 -3.5 -1.8 7.0 8.5 6.7
Strategic Income (368/FSICX) B[II1J 0.13 0-0 9.92 1849.5 5.51 8.9 -2.6 0.7 19.2 8.8 7.0
Inflation-Protected (794/FINPX) H[IT] 0.2 Est 0-0 10.51 591.5 1.63 1.0 -4.8 -1.1

Total Bond (820/FTBFX) HOD 0.2 Est 0-0 10.28 90.9 2.81 15 -3.8 -2.2

Ultra-Short Bond (812/FUSFX) B [IITT] 0.1 Est 0-0.25(60) 10.02 236.0 0.96 1.0 0.0 0.2

US Bond Index (651/FBIDX) H OO 0.2 Est 0-0 11.06 5076.0 3.55 0.8 -3.5 -1.8 6.3 8.5
MUNICIPAL BOND FUNDS:

Spart AZ Muni Inc  (434/FSAZX) HLID  0.15  0-0.5(30) 11.26 802 393 00 -40 -19 3.3 65 53
Spart CA Muni Inc (91/FCTFX) HOITI 0.14 0-0.5(30) 12.32 1672.8 4.48 -0.1 -3.7 -2.0 3.0 6.1 5.2
Spart CT MuniInc  (407/FICNX) HIIID  0.14  0-0.5(30) 11.59 4895 428 -01 -40 -19 3.2 66 53
Spart FL Muni Inc  (427/FFLIX) HOOJ 0.14 0-0.5(30) 11.49 607.5 4.26 -0.4 -4.1 -2.4 2.7 6.4 5.0
Spart Intermediate (36/FLTMX) HIITL 0.12  0-0.5(30) 10.04 18366 418 0.6 -3.0 -1.3 3.6 65 52
Spart MA Muni Inc (70/FDMMX) H 1] 0.14 0-0.5(30) 12.00 1996.8 4.47 0.3 -3.7 -1.8 3.6 6.7 5.3
Spart MD Muni Inc (429/SMDMX) H (111 0.13 0-0.5(30) 10.73 101.4 4.05 0.1 -3.7 -1.7 3.2 6.3 5.1
Spart Ml Muni Inc (81/FMHTX) HOIT 0.14 0-0.5(30) 11.85 600.2 4.39 0.9 -3.8 -1.8 4.1 6.9 5.3
Spart MN Muni Inc (82/FIMIX) HITJ 0.11 0-0.5(30) 11.44 354.2 4.10 0.7 -3.1 -1.3 3.7 6.3 5.0
Spart Municipal Inc (37/FHIGX) HIIID  0.15  0-0.5(30) 12.89 49218 463 02 -41  -1.9 4.0 71 56
Spart NJ Muni Inc  (416/FNJHX) H 1] 0.15 0-0.5(30) 11.53 595.6 4.37 -0.2 -4.0 -1.9 3.1 6.3 5.3
Spart NY Muni Inc (71/FTFMX) HITI 0.15 0-0.5(30) 13.00 1541.5 4.37 0.2 -4.1 -2.0 4.2 7.2 5.6
Spart OH Muni Inc (88/FOHFX) H[TJ 0.14 0-0.5(30) 11.77 452.4 4.40 0.3 -4.1 -1.9 3.7 6.7 5.3
Spart PA Muni Inc  (402/FPXTX) H 1] 0.13 0-0.5(30) 10.82 306.7 4.38 0.2 -3.6 -1.6 3.3 6.5 5.2
Spart Short-Int Muni (404/FSTFX)B (1111 0.07 0-0.5(30) 10.42 1829.5 2.69 0.7 -1.3 -0.5 3.0 5.3 4.6
Spart Tax-Free Bond (90/FTABX) H [1T] 0.16 0-0.5(30) 10.40 263.5 4.37 -0.1 -4.4 -2.1 3.6

JULY PERFORMANCE 2003 One Three One 3-Yr 5-Yr 10-Yr
Indexes & Model Portfolios Risk Value YTD Month Month Year Rate Rate Rate
Dow Jones Industrial 0.99 9233.80 12.1 2.9 9.4 8.1 -2.4 2.6 12.3
S&P 500 1.00 990.31 13.7 1.8 8.5 10.6 -10.2 -1.1 10.3
NASDAQ 1.22 1735.02 30.3 7.0 18.6 31.2 -22.5 -1.2 10.0
Russell 2000 0.96 476.02 25.3 6.3 19.8 23.1 -0.2 3.9 8.8
Fidelity Monitor Income Model 0.08 71792.38 4.1 -0.6 0.7 8.1 4.8 34 5.6
Fidelity Monitor G&| Model 0.50 113967.89 16.7 0.0 7.0 19.7 3.1 5.5

Fidelity Monitor Growth Model 1.01 113735.15 20.9 1.7 13.3 20.1 -5.6 2.0 10.1
Fidelity Monitor Select System 1.07 226456.07 22.4 4.4 15.0 23.8 -6.2 4.5 11.7
Fidelity Monitor Unique Opportunities 0.65 63150.32 19.3 0.7 125 26.1 2.6




UNIQUE OPPORTUNITIES MODEL Lo | ﬁﬁggﬂe&
Th|s model invests in _speC|_aI situations and Wh_ere PERFORMANCE Stock
Fidelity’s research skills give it an edge over its Partial Yr 99: + 33.8%
peers.Our long-term goal is 12% annual growth. 2000: — 20.5% 'gfl‘f
2001: + 1.6%
FUND NAV SHARES BALANCE 2002: — 2.1%
Capital & Income $7.58 3681.039 $27902.28 *2003: +19.3%
Leveraged Co. $14.93  909.967 $13585.81 Leveraged Japan Fund
Low-Priced Stock $30.08  720.154  $21662.23 Co. Stock
. We managed a gain of 0.7% in July. 8141 we will sell
Zovn =ErEE Balance as of 7/31/03:  $63150.32 one-third ngapifqal & Income and b}ijy\]apan Fund. The
Holdings  Balance at start of 2003: ~ $52924.96 resulting asset mix: 67% stock, 23% bond, and 10% cash.
401(k) Portfolio A is for plans similar to the oraffered by General Motors. Portfolio B is for plans that
include Magellan, Growth & Income, and Contrafund. Portfolio C is for plans including Magellar
CORNER  Equity-Income, and Growth & Income. Portfolio D is for plans with Magellan and Equity-Income

Portfolio A (+16.8% YTD)
60% Dividend Growth, 65% Magellan,
40% Capital Appreciation 35% Contrafund

Portfolio B (+11.0% YTD) Portfolio C (+12.5% YTD) Portfolio D (+12.5% YTD)

32% Magellan
68% Equity-Income

31% Magellan
69% Equity-Income

For the month of July Portfolio A gained 0.8%, Portfolio B rose 1.8%, and Portfolios C and D moved up 1.7%.

VIP Fidelity’s Variable Insurance Products allow tax-deferred growth, but the benefit is offset by
0.8% annual annuity charge and potentially higher tax rates at withdrawal. Unless you are
CORNER low tax bracket during the withdrawal period, annuities may not provide a higher after-tax ret
VIP SECTOR MODEL.: VIP GROWTH: VIP G&l MODEL.: VIP INCOME MODEL.:
100% VIP Technology 35% VIP Equity-Income, 42% VIP Asset Mgr, 29% VIP 72% VIP Inv. Grade,
65% VIP Growth Equity-Inc., 29% VIP High Inc. 28% VIP High Income.
JULY VIP PERFORMANCE Unit 2003 One Three One 3-Yr 5-Yr
Portfolio Rating Value YTD Month Month Year Rate Rate
VIP Asset Manager B 10 27.74 8.3 -1.2 3.9 12.3 -3.4 0.7
VIP Asset Manager: Growth H I 17.81 11.3 -0.8 5.9 14.7 -8.4 -2.0
VIP Balanced B 10 13.37 9.8 0.2 3.9 11.4 -2.3 0.0
VIP Contrafund H IO 26.43 12.0 2.6 9.5 9.5 -5.5 21
VIP Equity-Income B I 43.13 12.2 1.8 9.7 8.3 -1.4 0.4
VIP Growth B [I111J 47.06 16.6 3.2 11.0 11.0 -16.8 -1.9
VIP Growth & Income B [TTT] 14.45 14.4 2.1 7.1 14.0 -5.3 -0.3
VIP Growth Opportunities B 10 10.02 14.6 1.8 8.2 11.2 -12.7 -6.5
VIP High Income B I1T0J 23.51 15.2 -1.3 3.1 27.0 -5.4 -5.0
VIP Index 500 H 11 25.85 13.1 1.7 8.2 9.6 -11.1 -2.1
VIP Investment Grade Bond B 10 25.97 0.6 -3.5 -2.0 6.5 7.9 6.0
VIP Overseas H O 21.24 15.0 4.6 18.3 4.6 -14.1 -4.9
VIP Mid Cap H OO 10.92 135 4.6 16.5 13.9 2.8
VIP Consumer Industries H I 9.08 11.9 1.3 8.6 7.9
VIP Cyclical Industries H [0 9.20 14.2 5.5 11.6 10.5
VIP Financial Services H IO 9.87 15.3 4.2 9.6 12.2
VIP Health Care B 110 9.24 10.5 -0.4 6.8 10.4
VIP Natural Resources H IO 8.76 6.6 -2.3 7.7 7.2
VIP Technology B 1O 7.84 34.2 5.8 20.0 34.9
VIP Telecom & Utilities H [ 6.68 10.6 -5.2 5.0 15.2
Morgan Stanley Emg Mkts Debt  H [11J 14.26 14.2 -25 25 30.1 11.0
Morgan Stanley Emg Mkts Equity H [11J 8.68 17.0 5.1 17.9 11.6 -12.1
Morgan Stanley Global Equity H IO 10.86 8.4 17 10.5 -0.4 -3.6
Morgan Stanley Int'l Magnum H 1 7.97 4.9 1.3 8.5 -2.3 -13.3
PBHG Growth I S 8.32 15.2 3.7 12.3 6.3 -29.8
PBHG Select Value H 11 13.70 2.9 11 5.8 -3.3 -15.1
PBHG Select 20 S 13.10 20.3 4.6 12.0 12.9 -19.2
PBHG Small Cap Value H 1 15.11 17.9 41 14.2 14.3 -3.2
PBHG Tech & Communications s 6.53 22.7 45 16.1 8.1 -47.7
Strong Mid Cap Growth Fund Il S 10.83 22.3 1.8 11.7 15.3 -24.8
Strong Opportunity Fund Il H [T 13.38 19.3 3.2 14.6 15.7 5.1
CS Int'l Focus H 1] 7.86 10.9 2.3 10.1 1.0 -17.3
CS Global Post-VC S 8.03 22.9 4.0 20.7 75 -22.6
CS Small Cap Growth S 9.34 27.3 7.6 21.2 28.1 -14.6
Fidelity Monitor VIP Sector Model 11172.02 34.2 5.8 20.1 26.2
Fidelity Monitor VIP Growth Model 24712.19 14.3 2.8 9.6 10.7 -11.1 -1.7
Fidelity Monitor VIP G&I Model 18386.86 9.3 -0.3 4.0 11.8 -2.8 0.3
Fidelity Monitor VIP Income Model 16570.49 4.3 -2.9 -0.6 9.1 4.0 2.0

na
'n.
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|NCOME MODEL PERFORMANCE Real Estate Short-

igg% I%g-%gﬁ Income Term
Our Income Model aims for positive annual returns 1994: — 2.1% Bond
with a 4% yield. Long-term goal is 6% per year. 1995: +14.8%

1996: + 9.0% .

. 0
FUND NAV ~ SHARES BALANCE e TA0o% Ultra-
Short-Term Bond $8.97 1559.540  $13989.07 1999 + 3.0% Floating ghog
Ultra-Short Bond $10.02  1545.762  $15488.54 2000: + 0.3% Rate on
High Income $8.46 1228.537 $10393.42 2001: + 5.6% High High As of
Floating Rate $9.79 1844.604 $18058.67 2002 * 2.4% Income il ey
Ginnie Mae $11.05 1254541 $13862.68 : =70
4% Foreign Balance as of 7/31/03: $71792.38  Our Income Model slid 0.6% in July. On 8/11 we will sell

Holdi all shares ofGinnie Mae andbuy Real Estate Income The
oldings Balance at start of 2003:  $68975.37  resulting asset mix: 10% stock, 79% bond, and 11% casH.

GROWTH AND INCOME MODEL PERFORMANCE Low-Priced

Capital &

1994: — 3.7% Stock Income
Our Growth and Income Model is for conservative 1995: +21.6%
rowth, with a long-t | of 10% Th OB S
growth, a long-term goal o o per year. The 1997 +18.7%
model holds funds that focus on stocks and bonds. 1998: +11.1%
1999: +12.2% 299
FUND NAV ~ SHARES BALANCE 2000: + 2.7% >

Capital & Inc.  $7.58 3628.289 $27502.43 200k * 13%

Balanced $14.92 3764.818 $56171.08 *2003: + 16.7%
Low-Priced Stock $30.08 1007.127 $30294.38

_ . In July we essentially broke even. On 7/14 we Saldvertible

9% Foreign Balance as of 7/31/03:  $113967.89 Securities($18.60) and bougtitow-Priced Stock ($30.12).

Holdings  Balance at start of 2003:  $97626.98  The current asset mix is 60% stock, 35% bond, and 5% casl'.

Balanced

ROWTH MODEL PERFORMANCE Leveraged
GRO O 1987: + 2.8% Company Export
i _ 1988: + 26.0% (Low-Priced
%J();Growth Mo_(lj_ﬁl almzftl)r I$|ntg t'errr|1I g'rowtht(')f 1989 + 30.4% Stook may be
o per year. The model will typically investin 1990 — 4.4% substituted
a mix of domestic stock funds and will focus only 1991: + 40.6% for a lower
on those that do not charge a load. 1992: + 15.7% minimum)
1993: + 31.9%
1994: — 2.1%
1995: + 27.2% _
FUND NAV ~ SHARES BALANCE 1996: + 19.2%  2000: —10.8% Capital
Export $15.89 2533.346  $40254.87 igggf Izg-g(‘jf %88%1 —1f73-‘113f> Appreciation
X . .J70 5= .17
Capital Apprec. $20.49 2213.934  $45363.51 1909 + 20.0% %2003 + 20.9%

Leveraged Co. $14.93 1883.240 $28116.77

9% Foreign Balance as of 7/31/03: $113735.15  For the month of July our Growth Model gained 1.7%, versup

X 1.8% for the S&P 500. The current asset mix is 95% stogk,
Holdings Balance at start of 2003: ~ $94089.60 o k(),ond, and 4% cash. ’

SELECT SYSTEM Computers Energy

PERFORMANCE Services

Our Select System aims for growth in sector funds, 1383 *+23.2%
and has a long-term goal of 16% per year. We use a 1991 + 35.3%

valuation model to identify attractive growth sectors. 1992: +20.4%
1993: +25.9%
1994: — 0.9%

Dev.
Comm.

Technology

FUND NAV SHARES BALANCE 1995: + 39.0%

Energy Services $28.59 1023.041 $29248.74 1996: + 5.2%

Developing Com. $13.35 3151.676 $42074.87 igggf :gg%o Software Biotech
Biotechnology  $51.42  938.154 $48239.88 1999 + 44.9%

Software $43.45 938.003 $40756.23 20000 —14.9% 2002: —14.7%

Technology $50.73 676.687 $34328.33 2001: — 7.3% *2003: +22.4%

Computers $30.28 1050.463 $31808.02

7% Foreign Balance as of 7/31/03:  $226456.07 In July our Select System was up 4.4%, versus 1.8% for the)
: ! i 5 ;
Holdings  Bajance at start of 2003:  $185070.14 S&P 500. The current mix of assets is 92% stock, 8% cash

* Year-To-Date Return Page 7



QUESTION & ANSWER FORUM Continued from page 3 RECOMMENDATIONS -Continued from page 1

be looking to match the S&P while carrying about GROWTH & INCOME FUNDS _
40% less risk. Growth and Income Modéloldings are listed

The new goals track more closely with our actualon page 7. Our favorites incluBalanced Puritan,
long-term performance. Since inception, the Growth Equity-Income I, andEquity-Income I . ,
and Income Model has climbed 8.7% annually over ~ Real Estategained 5.1% on signs of economic
the last 9.5 years. The Growktodel has gained  strength.Fidelity Fund andEquity-Income Il also
12.5% per year overgeriod of 16.5 years. And did well, posting respective increases of 2.5% and

the Select System has grown dt5a8% rate over 2.6%. On the bottononvertible Securitieswas off
the last 14.5 years. 0.4%,andUltilities posted a loss of 5.0%.

Given Japan’s economic problems, does ieally BOND FUNDS

make sense to rate Fidelity’s Japan Fund a buy? Income Model holdings are listed on page 7.
Our favorites, in increasing order of risk, include

Stocks tend to perform best during the transition yjtra-Short, Short-Term, Floating Rate High
from bad economy to good economy. Japan’'s beajncome, Strategic Income, High Income and
market has been going for mdren 13 years, SO capital & Income.
stock valuations are relatively cheap. Tough market — 'rigelity’s stable-value bond funds lived up to
reforms have been put in place, and for the first time tyejr promise.Floating Rate High Incomeedged
in years the country's yield curve has steepened. Anypn 0,19, whileUltra-Short Bond broke even. In
upward sloping yield curve nearly always bodes contrast, interest rate sensitive funds were hit hard.
well for an economy, because it encourages banksspartan Gov't Income declined 4.4%, ankiflation-
to lend. In Japan this is particularly significant - protected Bondlost 4.8% (it was alsnegatively
because a lack of bank lending is the mhing  affected by the decline in energy prices, which implies
holding back the Japanese economy. a lower rate of inflation). Muni borfdinds, which
It remains to be seen whether this recovery are particularly sensitive to interest rates, were hit hard.
is real, but there are some encouraging signs th&partan Short-Intermediate held its loss to 1.3%,
suggest the rally may have staying power. Consumept most longer-term funds were down about 4%.
spending is picking up acroésia, which should SELECT PORTFOLIOS

boost Japan's exports withquiishing up the yen. Select System holdings are listed on page 7.

Banks and other big institutional holders of Japanese . .
urrent buys includ8iotechnology, Software,
stocks have already unloaded the bulk of what theégev. Communications, ComputersTechnology,

needed to sell, so there may finally be more buyer ZndEnergy Services

than sellers for the first time in years. Finally, the . :
: f Favorable earnings help&iotechnologyand
Japanese have been big buyers of U.S. bonds. Th@lectronics to post respective increases of 9.7%

cra%%%ﬁtr:giﬂgksgngﬁ%gr?éireeiSrEvrg;?grgegesaerlf lBosl?eand 8.4%.Chemicalsalso did well, climbing 9.4%.

: : bottom end, however, was dominated by the
bonds and buy Japanese stocks. New dlsappomtmelj}ﬁ N d ’ oy
in the Japanese economy cannot be ruled out. Sti %]ergy groups. The death of Saddam Hussein's sons

. . mplied that Iraq’s oil exports may come up to speed
\évémﬁ];ggnr?sskessetgfnk: ”art:]irteelgtlvely cheap levels, thésooner than expected, which depressed oil prices in

: : - the futures marketsEnergy lost 5.1% Natural
Allin all, we think a small stake ifapan Fund " '
is appropriate for the Unique Opportunities Model. Gastumbled 7.4%, anfinergy Servicesell 8.3%. 8
If the Japanese economy stays on track, we may add i
to the position at some point in the futum. Happenlngs
Three funds have new managers as a result of

JULY DISTRIBUTIONS David Glancy’s departure. Thomas Soviero now
Asset Manager: Income $0.02/$11.67 (7/3) runsLeveraged Company Stock Mark Notkin has
Freedom Income $0.01/$10.96 (7/3) taken ovelCapital & Income. And Matthew Conti
Augustpayouts includeAssetManager: Income (8/1), replaces Notkin a¥IP High Income. Please see
Contrafund Il (8/8), Fidelity Fifty (8/8), Fidelity (8/8), our question and answer column for a review of the

Freedom Inc(8/1),G&I Il (8/8),Real Estate Inc(8/8). new managerss

Money Market Funds  Size Yield Money Market Funds Size Yield Money Market Funds Size Yie|d

Cash Reser (55/FDRXX)  55953.4 0.83 CT MM (418/FCMXX) 1029.3 0.42

Select MM (85/FSLXX) 839.3 0.82 MAMM (74/FDMXX) 31440 041 FLMM (428/FSFXX) 936.2 0.47
Spart MM (454/SPRXX)  6645.0 0.81 MIMM (420/FMIXX) 582.9 0.41  Spart MAMM (426/FMSXX) 1010.1 0.50
Spart US Gov't (458/SPAXX) 7152 0.76 NJMM (417/FNJIXX) 1283.9 0.38  Spart Municipal (460/FIMXX) 2964.9 0.63
Spart US Treas (415/FDLXX) 2510.1 0.69  NY MM (92/FNYXX) 2786.4 0.46 SpartNJMM (423/FSIXX) 573.6 0.53
Tax-Free MM (275/FMOXX) 480.4 0.50 OH MM (419/FOMXX) 648.5 0.46  Spart NY MM (422/FSNXX) 1114.7 0.56
US Gov't Reser (50/FGRXX) 2386.3 0.83 AZMM (433/FSAXX) 133.2 043 PAMM (401/FPTXX) 282.1 0.44
CAMM (97/FCFXX) 2677.0 0.39 Spart CAMM (457/FSPXX) 1300.5 0.55  Municipal MM (10/FTEXX) 13220.4 0.54
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