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DEAR STAKEHOLDERS ,

Despite a challenging and volatile market, the kenr
Fund was able to break through a significant nolest
$500,000 of assets under management. Clearlyisthis
cause for celebration for a fund that was onlytsthin
1994 with $100,000. The growth in assets over this
period represents an annualized return of 14.86%
during a period that saw the S&P 500 return 12.72%.

The Henry Fund was also recognized as the number
one student-run fund in the Graduate Large-Cap
Blend category at the 2006 R.I.S.E. Forum.

Over the past year, the market could be charaettriz
as a rollercoaster ride. The year can basically be
broken into four time periods. The first period,
January, was characterized by a relatively flatketar
The second period, February through early May, the
market experienced traction with the S&P 500
gaining 4.5%. The third period saw the market give
back all the gains, and then some, with the S&P 500
falling from a May %' high of 1,325.76 to a June"3
low of 1,223.69, a 7.7% drop. Since this Jun& 13
low, the market has been simply spectacular, rising
15.9% through November 21

The Henry Fund returned 13.44% year-to-date. Our
top five winners were: Walt Disney Holdings Co.,
FPL Group, Exxon-Mobil Corp., ValueClick, and the
Union Bank of Switzerland (UBS) which returned
43%, 38%, 36%, 36%, and 27% respectively.

Annual Performance versus the S&P 500 Index
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The investment team would like to extend its siacer
gratitude to both Henry Tippie and Henry Royer for
starting the Henry Fund. You have already had a

tremendous impact on the lives and careers of
previous students and you will continue to prepare
future generations via this outstanding experience.

The investment team is indebted to the Henry Fund’s
Investment Advisory Committee, a group of

individuals who are committed to enhancing the
overall experience of the analysts. Your thought
provoking comments and challenging questions help
create the real-world feel that makes this a truly
unique experience. We truly value the amount of
time you commit to sharing your experience with us.

We would also like to thank the individuals that
contributed their time and experience to help us
develop as analysts and portfolio managers.

Jim Rogers — Balyasny Asset Management
Paul Marcus — Marcus Capital Management
Jack Evans — Hall-Perrine Foundation
Kevin Bakker — AEGON USA

Michael Sandler — Focused Investors
Oscar Sloterbeck — ISI Group

Dirk Laschanzky — Principal Global Investors
Geoff Berg — HNI Corporation

Nikolay Spassov — HNI Corporation

Jerry Dittmer — HNI Corporation

Marshall Bridges — HNI Corporation

Finally, the investment team would like to thank

Professor Todd Houge for the countless hours he
spent reviewing the many models and reports
generated in the course and the additional time he
invested outside the classroom to further our
development. This course undoubtedly requires the
professor to put in as much work as the analystis an
we truly appreciate your efforts.

THE HENRY FUND CLASS OF 2006

Florian Schulz Basic Materials

Todd Nelson Consumer Discretionary
Ji Ma Consumer Staples
Xuelei Yuan Services

Mrityunjai Singh Energy

Jonathan Perez
Roopak Hooda
Timothy Boyle

David Schreindorfer
Rijo Mathew Oommen
Tzu-Yu Shang
Cynthia Ma

Financial Services
Financial Services
Health Care
Industrials
Technology
Technology
Utilities & Telecom
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The Henry Fund, named for its two founding
benefactors, Henry Royer and Henry B. Tippie,
provides select University of lowa MBA students
with a forum to blend academic rigor with real-vebrl
portfolio management experience. The fund was
established with an initial investment of $50,000 i
the spring of 1994.

The Henry Fund is an endowed equity portfolio
required to meet the same basic performance
guidelines as equity accounts in the Universitgisg-
term investment pool. In keeping with these
objectives, fund managers seek to achieve the sighe
level of return while maintaining a risk profilarglar

to the S&P 500 index. The Henry Fund team
recommends a targeted portfolio of stocks from a
broad set of industries, investing in well-managed,
profitable businesses without unnecessarily exgpsin
the fund to economic or industry risks.

The Henry Fund is managed by select MBA students
enrolled in the Applied Securities Management
course (class syllabus) at The University of lowa,
Henry B. Tippie School of Management. The two-
semester course is limited to 12 students, seldnted
blind review. Students apply for the fund at timel e

of the fall semester by submitting an original ersé
report for an assigned company. Each of the 12
analysts work within one of 9 economic sectors:
materials; telecommunications & utilities; consumer
discretionary; consumer staples; energy; financial
services (2); health care (2); industrials; and
technology (2).

Each manager develops a fully-integrated investment
review, based on a top-down approach incorporating
an extensive economic, industry, and company-
specific analysis. Once the analyst evaluates the
economic and industry value drivers, he or she
researches specific companies for potential
investment. Securities are valued using a variéty o
techniques including: discounted cash flow (DCF)

analysis, economic profit, fundamental
analysis, and relative to comparable firms.

multiple

Fund managers serve as both sector analysts and
portfolio managers, providing basic industry resbar
proposing investment ideas and evaluating the ideas
of the other managers. Following approval by the
management team, each analyst presents their
investment thesis to the Fund’s Investment Advisory
Committee. Fund managers also perform the
administrative tasks of portfolio management, sash
marketing the fund to outside donors and producing
the annual report.

Approximately 95% of Henry Fund assets are
actively invested in equities of individual compasi
from diversified industries.  This account regms

the primary measurement of the managers’ stock
selection ability. Passive holdings in exchangded
index or sector funds are also used to provide
liquidity and minimize benchmark tracking error of
cash holdings. The Fund uses 1% of its assets
annually to award Henry Fund Scholarships to first
and second-year MBA students.

THE HENRY SCHOLAR

A portion of the Henry Fund dividend income
supports annual scholarships to MBA students, the
recipient of which is called The Henry Scholarisit
approximately $1000 per $100,000 of the value ef th
portfolio. The scholarship is renewable for a secon
year based on the student’s academic performance.
Thus, $2,000 in scholarship money is transferred
annually to the university cash account design&ied
Henry Scholars. The goals of The Henry Scholar
Program are to encourage and prepare students for
careers in investments as well as to attract audstg
Henry Fund candidates.
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FOUNDERS
Henry Royer
Henry B. Tippie

Henry Royer attended Colorado College, where he
received a BA in 1953. Following college
graduation, he became a grain merchandiser with
Pillsbury Mills. He joined the Peavey Company in
1957, became Treasurer and a board member of
Lehigh Sewer Pipe and Tile in 1961, where he
remained until 1965. From 1965 to 1983 Mr. Royer
held various positions with First National Bank
(Norwest), Duluth, Minnesota. In 1983, he joined
Merchants National Bank of Cedar Rapids (Firstar),
where he served as chairman and president until
August 1994. He subsequently served as president
and CEO of River City Bank in Sacramento,
California. He is now executive vice president of
Berthel Fisher & Company Planning, Inc., Cedar
Rapids, lowa.

Wherever he has been, Henry Royer has been active
in both business and civic organizations. While in
lowa he served on the Board of Visitors of the
College of Business Administration. Currently, lse i
on the boards of IES Industries, CRST International
Inc., Berthel Growth & Investment Trust, River City
Bank, Families First, Inc., United Way, the
Sacramento Symphony, the Sacramento Tree
Foundation and the Sacramento Commerce and Trade
Organization.

Henry B. Tippie grew up in Belle Plaine, lowa, and,
after serving in the Army Air Force, earned a B&C i
accounting from The University of lowa in 1949. He
began his forty-nine year professional involvement
with Rollins in 1953, starting by balancing the #ma
firm's checkbook. Today, four Rollins companies
trade on the NYSE and one on the Amex. In
addition, Tippie is still involved with Rollins
enterprises, serving on the board of directorsalor
five publicly traded companies and as chairmarhef t
board for two companies. He runs several of hia ow
ventures from his offices in Austin, Texas. Tippie
has been a tremendous asset to The University of
lowa, endowing a chair in business administration,
and several professorships in the business schdel.
also has endowed two two-year accounting
scholarships, and, for graduates of Belle Plaine
Community Schools, two four-year scholarships. To

help fund the completion of the Pappajohn Business
Administration Building, he donated funds to budgd
175-seat auditorium, a student lounge and Pat's
Diner, named for his wife, Patricia. For his nuowes
contributions, Tippie received The University of
lowa’s Distinguished Service Alumni Award and
Outstanding Accounting Alumni Award. In 1996 he
was a recipient of the nationally prestigious Harat
Alger Award. In February 1999, Tippie made a major
commitment to the College of Business to suppert it
students and faculty. In recognition of his past,
present, and future support that will exceed $30
million, the college was named tltenry B. Tippie
College of Business Mr. Tippie was awarded the
Hancher-Finkbine Alumni Medallion in 2002.

ACADEMIC ADVISORS
Todd Houge, Ph.D., CFA

BROKERAGE SERVICES

E*Trade
INVESTMENT ADVISORY COMMITTEE

The Henry Fund is overseen by an independent
advisory board of financial professionals. Fund
analysts present their research and investment
recommendations to this board for comment at the
end of each semester. The Investment Advisory
Committee (IAC) includes:

John Everhart
Baird Investment Management
Marshall Bridges, CPA
HNI Corporation
Scott Hassenstab, CFA
AEGON USA Investment Management, Inc.
Dirk Laschanzky, CFA
Principal Global Investors
Kevin Laub, CFA, CPA
American Century Investment Management
Keith Mitchell, CFA
Embarqg Corp.
Marty Nevshemal
Sprint Nextel Corp.
Daniela Spassova, CFA
Principal Global Investors
Mihail Dobrinov, CFA
Principal Global Investors
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All together, our fund returned 13.44% in 2006
compared to a dividend adjusted return in the S&P
500 index of 16.50%. Within the portfolio we hatl 1
securities that outperformed the market (average
return of 27.8%), 23 securities that underperformed
the market but provided a positive return (average
return of 7.6%) and 11 securities that underperéarm
the market and provided negative returns (average
negative return of -7.9%).

The one milestone to celebrate this year is that th
fund surpassed and ended the year with a balance in
excess of $500,000 — a mark that had not been seen
since the Fall of 2000 when the fund reached al leve
around $490,000 but never eclipsed the half aanilli
dollar threshold.

Following is a brief narrative summary of the
representative  sectors within the fund with
explanations surrounding our trading decisions. A
more expanded narrative on the representativersecto
and securities covered may be found later in the
report.

It is important to note that the majority of thentent

in this report was written following the November
month end close. Therefore, any reference to Yf'TD o
annual performance shall represent the time period
January 1, 2006 through November 30, 2006.
Additionally, the “Key Stock Statistics” data thist
shown in the detailed sector sections has been
prepared as of November 30, 2006 with the exception
of the sector and security portfolio positions vthic
are based on closing prices as of December 31, 2006

Basic Materials:

The materials sector has a 2.07% weight in our
portfolio as compared to 3.00% in the S&P 500
Index, representing a relative underweighting of
about 31%. Even though the sector started thelfisca
year with a relative overweight of about 50%, the
realization of profits in some of the strong penfiarg
positions (discussed below) let to the current
weighting.

The S&P materials index was up 14.47% YTD
outperforming the S&P 500. The Fund’'s sector
holdings were among the top performers this year,
outperforming their index significantly. Syngenta
(SYT), which was acquired in May, was sold in early
November at a 19.8% gain. After realizing a 40.1%

return through May 9th, the Funds holding in BHP
Billiton was reduced by 100 shares. The remaining
position still showed a 26.1% gain YTD through

November 30th. Lastly, the Fund’s position in Piaxa

was sold in May as well as a YTD gain of 6.2%.

Consumer Discretionary:

The consumer discretionary sector has a 10.58%
weight in our portfolio, in line with S&P500
Consumer Discretionary Index of 10.50%. This sector
has generated 14.70% positive returns during 2006,
slightly underperformed against our benchmark of
15.92%. The consumer Discretionary sector was
constituted of Disney (DIS), Lowe’s (LOW), Target
(TGT) and International Speedway (ISCA). The
leading performer is Disney with a 42% return as of
Dec. 8. International Speedway yielded a positive
return of 12% as of Dec." However, we are
planning to sell International Speedway mainly owe
to the limited upside growth potential in 2007.
Target generated positive return of 6.3% as of Dec.
5" Lowe's is lagging behind with a loss at 6.3%
mainly due to the cooling macro housing market and
in turn the slower sales growth. We expect Lowe’s
generate a positive stock return in 2007, given its
strong management skills and solid fundamental
performance. We sold all of Nike (NKE) shares
before its third quarter earning release to prevent
downside loss risk. It resulted in a 5.5% losstef t
holding.

Consumer Staples:

The consumer staple sector constitutes 9.19% of
fund, in line with the 9% of S&P 500 consumer stapl
index. The overall return of this sector is 9.52%,
underperformed by 93bp against S&P 500 consumer
staple index of 10.45%. The fund’'s best performing
holdings in the sector were Central European
Distribution Corporation and P&G, both with low
two digit positive returns in 2006. Pepsi had adow
return of 8% mainly due to an unimpressive third
guarter earnings. We feel confident to hold PepsiCo
which is our top pick in the large cap beverage
industry given very solid earnings consistency and
visibility in earnings growth.

Energy/Utilities:

The energy is the top performing sector with armretu
of 25.30% within S&P 500 index as of Dec. 5th. The
current weight of energy sectors is 8.05%,
underweighted by 2.13% against the S&P 500 energy
index. In our own portfolio, Exxon Mobil Corp.
(XOM) leaded in the energy sector with a positive

$% &% $
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38.6% return. However, another holding Patterson-
UTI Energy (PTEN) lost 18.8% on YTD base. It

brings the overall return of the energy sector to
12.64%, underperforming against our benchmark. We
plan to replace Patterson-UTI Energy (PTEN) with
Schlumberger (SLB) given SLB’s much better upside
growth potential.

In the utility sector, we replaced KeySpan Corp
(KSE) with FPL Corp (FPL) in May 2006. As a
solely holding in the Utility sector, FPL yieldecdh a
outstanding return of 36.8% since acquisition. The
current weight of the utility sector is 4%, slightl
overweight against S&P 500 utility index of 3.57%.

Financials:

Our holdings in the financials sector currently
represent 20.09% of the fund, slightly less tham th
21.76% weight in the S&P 500. The S&P Financials
Index returned 12.88% YTD (as of November 30th).
Ambac Financial Group was sold in May at a 6.37%
YTD gain. All other holdings were held in the fund
for the entire year. YTD, the returns of our holgn
were 16.7% for Bank of America (BAC), 2.18% for
Citigroup (C), 15.8% for St. Paul travelers, and -
36.7% for Union Bank of Switzerland. The
investment of the proceeds of the Ambac sale, which
were invested in the StreetTracks Capital Markets
certificate (KCE) returned 11.9% since May.

Healthcare:
As of November 31, 2006, the healthcare sectorahad
weight of 12.76% in our portfolio, slightly

overweighed against S&P500 healthcare Index of
12.04%. The sector generated a positive YTD (as of
November 31, 2006) return of 8.78%, far ahead of
4.61% of our benchmark. The healthcare sector is
currently composed of Charles River Labs (CRL),
Community Health Systems (CYH), Johnson &
Johnson (JNJ) and Pfizer (PFE). The best performer
within the sector goes to Pfizer with a 17.9% netur
Johnson & Johnson yielded a return of 9.7%, ranking
No. 2. Community Health System is newly acquired
on November 8 this year, and has already returned
5.9%. Charles River Labs lagged behind with a loss
of 1.5%. Besides, during 2006 we held iShares:
Nasdaq Biotech index from May 4 through November
8, which generated a return of 4.3%. The additiuth a
sale mainly reflect an effort to diversify awaykss
related to downward pressure of medicine prices as
the result of Democratic Party’s success in Corgres

Industrials:

The industrials sector constitutes 8.09% of theerr
fund holdings, representing a relative underweighti
of 25.5% to the 10.87% of S&P 500 industrials secto
weight. The S&P Industrials Index returned 10.72%
YTD (through Nov 30, 2006) slightly
underperforming the S&P 500 which returned
12.88%. Roughly in line with this was NSC, which
returned 9.86% over the first 11 month of this year
Somewhat disappointing was our FDX holding,
which lost -1.59% (-2.76% annualized). After sejlin
BGG in May, the proceeds were invested a Vanguard
Industrials VIPER because no attractive opportesiti
had been identified at the time. This investment
returned 0.6% (1.43% annualized) over the holding
period.

Technology:

2006 is not a good year for the fund’'s technology
sector. It posted a loss of 0.79% year to datefas o
November 31, 2006, compared with a growth of
9.18% of S&P500 IT sector index. The sector
weighted 17.22% of total portfolio, higher than
15.67% of benchmark technology index, mainly due
to the reallocation of holdings in former consumer
and commercial services industry. ValueClick, the
online ad services company, was the biggest winner
in the group, up 37.3% since the end of last year.
Logitech Intl. lagged by 10.9%, to 26.4%. Microsoft
took the third place with a return of 12.3%. Aladdi
Knowledge Systems and Emulex Corporation moved
up 3.9% and 5.5% respectively. SanDisk Corporation
was the biggest loser this year, having lost 14.[t%.
was also the reason why the sector posted a loss.

Telecom:

The Fund’s telecommunication services reported a
year-to-date return of 12.68% during 2006. In
comparison, our benchmark industry index grew
26.37% for the same period. Currently the secter ha
two holdings: Alltel and Windstream, together

accounting for 2.83% of our total portfolio, an

underweight position compared with 3.41% of
S&P500 telecom industry. Windstream rose 20.5%
year to date and Alltel increased 3.9%, to $17.90
dollar as of November 30, 2006.

Ly $% &% $
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In 2006 the macro-economic picture was dominated
by interest rates, inflation, and housing data. thie
first half of the year commodity prices skyrocketed
due to increased worldwide demand and speculative
trading activity. CPI numbers rose accordinglyaite
spring which caused the markets to believe the
Federal Reserve would have to keep raising interest
rates into 2007 up to the 6% level or beyond to
control inflation. Markets dipped in the summer in
reaction.

Short term rates have risen slightly over the yeat
long term rates have fallen to 75 bps below the
Federal Funds Rate taking a relatively flat yieldve
earlier in the year to a truly inverted one. Ingfst

the long predicted housing decline surfaced in the
data. Housing performance began to show declimes i
construction activity as well as year over yeaceri
declines in major markets such as the North East as
well as California. This combined with lower GDP
and CPI numbers in the fall have put the Fed od hol
at 5.25% and buoyed the markets up to over 1400 for
the S&P 500. The Goldilocks economy (hot too hot
or too cold) appears alive and well in 2006.

Below is a summary of the Henry Fund’s short term
and long term estimates of the key indicators teken

3 different points in the year. In general thelgsta
have remained fairly conservative projecting modest
stable growth in the economy.

Real GDP Growth:
Henry Fund Analysts predicted GDP growth would
remain strong at the 3% level through 2006 and
into 2007 and 2008. Actual GDP growth has
slowed significantly in the second and third quarte
A major factor in the slowdown has been the weak
housing sector with residential investment falling
over 17% in the third quarter. With negative
personal savings, negative net exports and only .4%
growth in government spending the GDP growth
has been almost completely reliant on the growth in
consumer spending which was 2.1% in the third
quarter.

2006 Real GDP

6.00% 5.60%

5.00%
4.00%
3.00%
2.00%
1.00%
0.00%

0
2.60% 2.20%

2006 Q1 2006 Q2 2006 Q3

Data Source: Economic Policy Institute

CPI:
The consumer price index was predicted to
moderate by the Henry Fund Analysts to 3.0% and
moving lower from the mid 3's being observed in

the spring. The CPI has actually fallen lower than
Henry Fund Class Forecasts ted
ST Forecasts (3-12 Months) LT Forecasts (1-3 Ye ars) eXpeC ed.

1-Feb 3-Apr  23-Aug | 1-Feb 3-Apr 23-Aug

Avg Avg Avg Avg Avg Avg CP12006 Jan-Oct
Real GDP Growth (%) 2.80% 3.05% | 2.98% | 3.10% | 3.18% 2.94%
CPI Inflation Rate (%) 3.15% 3.12% 3.54% 3.03% 2.94% 3.29% 5.00% 559% 11%
Unemployment Rate (%) 4.92% | a82% | 487% | 5.00% | 4.89% 5.11% 2.00% 4 3.60% 3 3504 3. 55% 3.84% 3 6204
1-yr T-Bill Yield (%) 4.54% | 4.90% | 5.07% | 4.45% | 4.98% 4.82% 2.00% 4 2.57%
10-yr T-Bond Yield (%) 450% | 5.02% | 4.91% | 482% | 5.27% 5.02% . 1.86% 2- 13 %0
Fed Discount Rate (%) 5.25% 5.67% | 6.13% | 5.13% | 5.67% 5.81% 2.00% - A}
0il Prices ($/bl.) - WTI Light | $69.83 | $68.08 | $70.88 | $70.67 | $70.37 $74.82 1.00% - H H H
Consumer Confidence inc./neutral | neutral neutral Neutral | neutral/inc| neutral/dec 0.00% .
Euro per US$ 0.82 0.81 0.77 0.81 0.78 0.77 _& & & \* c} e§
Yen per US$ 106.58 | 115.40 | 11567 | 106.15 | 112.67 116.50 3 Qfo* DR\ w» ¥ o@" @ R
Expected S&P 500 Level 1318 1348 1305 1342 1389 1356 \a e

Actual

Lfeb L SAp | 23Au0 Data Source: U.S. Department Of Labor Bureau of Labor Statistics
Real GDP Growth (%) 4.1% in Q31.7% in Q]2.5% in Q2]
CPI Inflation Rate (%) 3.40% 3.60% 3.50%
Unemployment Rate (%) 4.90% 4.80% 4.80%
1-yr T-Bill Yield (%) 4.46% 4.82% 5.07%
10-yr T-Bond Yield (%) 4.40% | 4.86% | 4.82%
Fed Discount Rate (%) 5.25% 5.75% 6.25%
0il Prices ($/bl.) - WTI Light | $66.60 | $67.55 | $73.10
Consumer Confidence
Euro per US$ 0.816 0.824 0.779
[Yen per US$ 115.76 117.79 116.17
Expected S&P 500 Level 1268 1307 1298
| g $% &$ P ( 5 (



Unemployment Rate:

Henry Fund Analysts projected the unemployment
rate would stay close to its current level at clse
5% in the spring and then rise slightly in the n&xt
years. So far this year the unemployment rate has

fallen to below 4.5%.

Unemployment Rate 2006

4.90% 4.80% 4.80%

4.80% -4.70% 4.70% 4.70% 4.70%

4.20% T T

Q
& & w@é\ O A 2

4.70% - 4.60% 4.60% 4.60%
4.60% -
4.50% -+ 4.40%
4.40% -
4.30% -+ I:l
5
(@

Data Source: U.S. Department Of Labor Bureau of Labor Statistics

Consumer Confidence:

Henry Fund Analysts predicted a neutral to
So far this year
consumer confidence has declined tracking closely

increasing consumer confidence.

the bad news in the housing sector.

Consumer Confidence Index
0=~

07

104 ' e

101
38

MAMIJIJAS ON

Data Source: The Confidence Board
www.conference-board.org/economics/consumerConfidence.cfm

One Year T-Bill, 10 Yr Note, and Fed Funds Rate:

Henry Fund Analysts predicted
steepening of the yield curve with s

generally a
hort term rates

staying flat and long term rates increasing
moderately and the Fed Funds rate being at 5.75 by

year end.

The actual yield curve has become

inverted with short term rates rising with the
pressures from the CPI but the long term rates

actually falling with the decrease
weakening consumer confidence.

in GDP and

2006 Fed Funds Rate

6.00%
5.00% 4 4250 450% 4.50% 475% 4.75%
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Oil Prices: S&P 500 Performance:

Oil prices rose strongly through the spring and
peaked at the height of the driving season in Augus
at $78 per barrel. They have since retreated back
into the $60 range close to where it began the. year
Henry Fund analysts projected the $70 range would
be maintained moving higher in the next two year
time period.

As usual the S&P level has proved very
unpredictable. After falling in the late springrky

summer to 1230 with the rapid rise in commodity
prices fueling an inflation scare, the index has
rallied to over 1400. Tame inflation data in tiad f

along with signs of a cooling economy in the
housing sector and slowing GDP growth have
given investors hope that the Fed’s next move will

a0 N e o aaes be downward.  That combined with continued
strong earnings has provided a strong wind behind
578 the index. The HF analysts were much more
B 70 conservative with even the 3 year estimates not
8 topping 1400
- 565
562.43
$60 &P G900 INDEX ¢STANDARD & POOR”
e of 1-Dec-2006
oo : . . . . .
slszsmwzoos 10/04/2006 1 [
puioarecs Dec 1, 2005 —ol;lrec 5, 2006 mm“é:ﬁl...umm.. 4 . A4 J\/J\ v
et T¥70) 255 1088 haso - .’\-'MI i
. A A fjh i /
Source: NYMEX H300 - T ,-\-"m,j’w'f N IL‘. " . I."N"'H \J J
\r':\"n\\f W \'v"‘ WV N 5 IN\ v
Hz50 - y | .'W" 1.J"'\' 4
US Dollar: 1202 Jan:()G nar:os r@:;os .Jul:OG Sejéos No\;'()G
Henry Fund analysts predicted moderate weakening |2, |
against the Yen which has been accurate so far with giJ HH m “M ‘HH ‘ ‘ M ‘ Hmmm
the yen tradlng a't 116 Yen to the DO”ar The Euro C_ogljr‘i ht 2‘006 Yahoo! Iné:. I http:.r"r"Finance.Ealzno.com.r"

predictions were also for moderate weakness which
was underestimated as the US Dollar has lost 13%
so far this year.

az of  1-Dec-2006
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Basic Material
Syngenta AG *
Praxair
BHP Billiton

Energy
Patterson-UTI Energy
Schlumberger

Industrials
Briggs & Stratton Corporation
Eaton
FedEx
Vanguard Industrial VIPER ETF *

Consumer Discretionary
International Speedway
Nike
Walgreen Company

Healthcare
Community Health Systems
iShare Biotech ETF *

Financial Services
Ambac Financial Group
American Capital Strategies
Citigroup
streetTracks Capital Markets ETF
streetTracks Regional Banks ETF

Information Technology
Affiliated Computer Services
Aladdin Knowledge Systems
Intel Corporation
SanDisk
ValueClick

Telecommunication Services
Windstream

Utilities
FPL Group
KeySpan Corp

S&P 500 Index SPDRs

# of Shares Owned As of
31-Dec-05 31-Dec-06 Net Transaction Executed
350 350 -
225 - (225)
350 250 100
500 - (500)
- 280 280
300 - (300)
- 250 250
- 125 125
250 250 -
220 - (220)
150 - (150)
- 400 400
- 425 425
175 175 -
220 (220)
- 340 340
400 - (400)
- 300 300
125 (125)
650 - (650)
- 850 850
350 - (350)
400 - (400)
206 - (206)
- 375 375
300 - (300)
205 48 157

* - During the course of the year, we added and then removed these positions from our portfolio.
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# +. .t 2.06% of the Active Portfolio
Analyst: Florian Schulz 2.94% of the S&P 500 Index

Commodity markets remained strong in 2006. Througimost of the year, mining companies outperforrtiesl
S&P 500 index and after a temporary decrease nad-ymining stocks recovered in th& and 4" quarters. The
materials segment of the S&P 500 was up 14.47% aosdpto the general S&P Index which was up 11.8@G%t-

to-date. As is shown below, we clearly beat thecherark. Also, the Fund'’s sector overweight over inabshe year
was another source of outperformance.

The basic materials segment of the Henry Fund wasob strongest contributors to the Fund’s posifieeformance
in fiscal year 2006. The Fund started the year @860 shares of BHP Billiton Ltd. (BHP) and 225 #wof Praxair
Inc. (PX), thereby outweighing the benchmark byadtr60%. In May 2006, we replaced Praxair with 8B@res of
Syngenta (SYT), a Swiss producer of agricultur@mitals, and sold 100 shares of our BHP Billitosifion.

The rationale for the replacement of Praxair wdslgdased on valuation concerns. At the time #mearch was
conducted, we could not justify the high multipfes Praxair anymore and saw more attractive oppdiés in
Syngenta, an investment that would also allow ufutther diversify the portfolio and to provide ti@nd with
additional exposure to international companies.

In early November 2006, the Fund sold its entirsitan in Syngenta at a total holding period retafrabout 20%,
after the stock approached it price target. Basethis transaction, the Fund’s sector weight dradpjmeabout 2%
and the Fund is now underexposed to basic matemalsubject to severe tracking error risk.

Besides the reports on Praxair, Syngenta, and Bii®bB, additional research was conducted on Btiter Mining
Company (SWC), a US palladium and platinum miningnpany, and on Cameco Corp. (CCJ), a Canadian mofner
uranium. Although the Fund sees strong chancesllagium and uranium within the near future, atspre prices
neither of the two analyzed stocks yields a clegriecommendation.

BHP Billiton (BHP) 2.06% of Active Portf  olio Hold Recommendation

76& 0& +.++3 *

Price as of November 30,2006 $41.04 Price/Earnings (ttm) 12.86
52-Week Price Range $32.25 - 50.74 Price/Book 5.08
52-Week Return 28.78% Price/Sales 3.83
Market Capitalization (B) $121.54 ROA (ttm) 18.74%
Shares Outstanding (M) 3,018 ROE (ttm) 46.80%
Institutional Ownership 3.2% 2006 EPS $3.46
Beta 0.95 2007 EPS (est.) $3.25
Dividend Yield 1.80% 2008 EPS (est.) $2.87

BHP Billiton, the world’s largest diversified mirgngroup, is well positioned to continue generatiigh returns on
investment. The price of BHP reflects increasesoimmodity prices and continued growth of global dathfor raw
materials. BHP has a high-quality project pipelihat will facilitate taking advantage of these istty trends. The
stock currently trades at the higher end of whatcamssider to be the fair price range; therefore remmmend a
hold at medium risk.
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Stillwater Mining Company (SWC) Not Curren tly Held Hold Recommen dation

76& 0& +.++ 3 *

Price as of November 30,2006 $13.86 Price/Earnings (ttm) NA
52-Week Price Range $7.89 - 19.00 Price/Book 2.55
52-Week Return Price/Sales 2.22
Market Capitalization (B) $1.25 ROA (ttm) (0.48%)
Shares Outstanding (M) 91.29 ROE (ttm) (2.82%)
Institutional Ownership 34.80% 2004 EPS ($0.15)
Beta 2.44 2005 EPS (est.) ($0.03)
Dividend Yield NA 2006 EPS (est.) $0.46

Stillwater Mining Company is the only major produed palladium and platinum in the US. With provand

probable reserves of about 24 million ounces of P@tinum group metals) and a capacity of 800,000ces per

year, Stillwater can be regarded as a long-teragaion on palladium prices. Given SWC's currerttigh cost
structure, we take a neutral position on the comgastock and recommend its shares only for riskksey investors
who want leveraged exposure to precious metals.

Syntenta ADR (SYT) Acquired and Sold Posi tion in 2006 Buy Recommendation
76& 0& +.++ 3 *
Price as of November 30,2006 $35.21 Price/Earnings (ttm) 26.28
52-Week Price Range $22.46 - 35.33 Price/Book 3.02
52-Week Return 61.19% Price/Sales 2.20
Market Capitalization (B) $17.46 ROA (ttm) 5.07%
Shares Outstanding (M) 496.28 ROE (ttm) 11.76%
Institutional Ownership 10.1% 2005 EPS $1.57
Beta 0.71 2006 EPS (est.) $1.75
Dividend Yield 2.2% 2007 EPS (est.) $1.87

Syngenta AG is a world-leading agribusiness conehitb sustainable agriculture through innovativeeaech and
technology. The company is a leader in crop prageceand ranks third in the high-value commercegds market.

Syngenta is also developing a Plant Science busigplying biotechnology to improve growers’ yigldd food

quality.
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Praxair (PX)

Sold Position in 2006

Sell Recommendation

76& 0& +.++3 *

Price as of November 30,2006 $62.40 Price/Earnings (ttm) 22.03
52-Week Price Range $50.36 - 63.70 Price/Book 4.48
52-Week Return 20.00% Price/Sales 2.45
Market Capitalization (B) $20.15 ROA (ttm) 8.91%
Shares Outstanding (M) 322.34 ROE (ttm) 22.45%
Institutional Ownership 83.2% 2005 EPS $2.24
Beta 0.80 2006 EPS (est.) $2.78
Dividend Yield 1.6% 2007 EPS (est.) $3.01

Praxair is the largest supplier of industrial gaseorth and South America, and also operatessia And Europe.
Praxair produces, sells, and distributes atmosplgases, including oxygen, nitrogen, rare gasdgirhehydrogen,
and electronics gases. The company also supplieglimand ceramic coatings and powders.

1 &" $&! $
Analysts: Todd Nelson (BWLD, EBAY, LOW, TGT, WAG)
Xuelei Yuan (DIS, ISCA)

12.31% of the Active Portfolio
10.39% of the S&P 500 Index

The current holdings in the consumer cyclical seet® of December 31, 2006 are Target Corporati@wels
Companies, Inc., the Walgreen Company the Walt &istompany. The past year was a challenging yrahé
consumer discretionary sector with only the Wakrigy Company outperforming the S&P500 in 2006. hVitars
of inflation and the Federal reserve’s continudliyhtening of interest rates through the Fall, eonsrs were
generally spending less on discretionary items.did@hally, the gradual deflation of the housingbbile worked
against the sector overall and Lowe’s Companigeiticular.

However, as we near yearend, the economy has Hegslmow signs of robust growth and the housing etahlas
shown signs that the bottom is behind us — thuseelwe have positioned this sector of the podfédr continued
growth in 2007.

From a sector weighting perspective, we are oveghted in comparison to the S&P500 index. While agea
group are somewhat bearish on the economy in vdralesee a slow recover in 2007, we felt the oveaghting was
justified considering the Walgreen Company is mdoesely aligned with the Healthcare sector as opgds the
Consumer Discretionary sector (considering over &/3heir sales are prescriptions). This, if weclaged the
Walgreen Company from our sector weighting, consutigeretionary would be slightly underweight imgoarison
to the S&P500 index.

4 $% &% $ (8¢



Target Corporation (TGT) 2.84% o _fthe Active Portfolio Hold Recommen___dation
76& 0& +.++ 3 *
Price as of November 30,2006 $58.09 Price/Earr(ihigg 19.61
52-Week Price Range $44.70 - $60/34 Price/Book 35 B.
52-Week Return (4.45%) Price/Sales 0|87
Market Capitalization (B) $50.2y ROA (ttm) 8.19%
Shares Outstanding (M) 8589 ROE (ttm) 18.39%
Institutional Ownership 87.90% 2005 EPS $2.71
Beta 1.00 2006 EPS (est.) $3.16
Dividend Yield 0.80% 2007 EPS (est.) $3.54

Target Corporation is the second largest operdt@eneral merchandise discount retail stores intiNémerica.
Based on Minneapolis, MN, the company focuses dtailr operation on offering “both everyday essdstand
fashionable, differentiated merchandise at excaptiprices.” In addition to their discount retaglerations, Target
also offers a proprietary co-branded Visa creditl¢that may be used at any of the 24M VISA merchamridwide
(160 countries)..

While Target is the second largest retailer in seohsales with approximately 1,400 stores in timitedl States, it
still pails in comparison to Wal-Mart's approximte3,900 US stores. Based on this statistic alome,see

tremendous upside growth from Target as it seek®ach its goal of 2,000 stores by 2010. In additio the

anticipated growth in store count, Target has alsesistently posted mid-digit increases in sameessales and
incremental increases in quarter-over-quarter gneagin  Thus, based on their strong balance shreksustainable
growth in the near term, we continue to view thenaaiable holding for the portfolio.

Buffalo Wild Wings (BWLD) N ot Currently Held Hold Recom _mendation
76& 0& +.++3 *
Price as of November 30,2006 $53.39 Price/Earn(ttigd 41.2
52-Week Price Range $29.59 - $58/35 Price/Book 58 4.
52-Week Return 60.19% Price/Sales 1{94
Market Capitalization (M) $489.1 ROA (ttm) 8.65M0
Shares Outstanding (M) 8.61 ROE (ttm) 11.98%
Institutional Ownership 64.90% 2005 EPS $1.02
Beta 1.14 2006 EPS (est.) $1.51
Dividend Yield 0.0% 2007 EPS (est.) $1.99

Based in Minneapolis, MN, Buffalo Wild Wings, Inis. an established and growing owner, operator eamthisor
of restaurants featuring their signature chickemgaispun in any of their current fourteen signatianeces. Buffalo
Wild Wings was founded in 1982 at a location nelhe Dhio State University. Today there are appratéty 400
retail locations spread across the United Stategath approximately 2/3 are owned and operateftdnchisors.

Its strengths lie in its ability to cater to mangtqons by offering quick casual counter servicd;dervice casual
dining and a take-out service. It has also cdp#dlon America’s love affair with sports by offegi a sports bar
environment with the majority of its locations btiag 30-40 televisions which are always tuned tort&p
programming channels.
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Since coverage was initiated, Buffalo Wild Wingsshéen approximately 54%. This significant inGeavas
largely attributable to Buffalo’'s strong third qter results which saw a double digit increase imgany owned
stores and gross margin improvement in chicken \pifces (chicken wings account for approximately &f their
revenue). Based on this recent rise Buffalo Wilth§y8 we see limited buying opportunities in thernteam as we
personally believe the stock has risen above iitsvédue.

eBay, Inc. (EBAY) Not Currently Held H_old Recommendation
76& 0& +.++ 3 *
Price as of November 30, 2006 $3234 Price/Easnftio) 44.15
52-Week Price Range $22.83 - 47,86 Price/Book 938.9
52-Week Return (30.43%) Price/Sales 7194
Market Capitalization (B) $45.49 ROA (ttm) 8.60%
Shares Outstanding (B) 1.39 ROE (ttm) 11.0/%
Institutional Ownership 65.00% 2005 EPS $0.79
Beta 3.88 2006 EPS (est.) $0.90
Dividend Yield 0.0% 2007 EPS (est.) $1.15

eBay, Inc. together with its subsidiaries operdtesworld’s largest online e-commerce marketplae®ay first
launched its web based auction platform in 1996@ayoits collection of web platforms are frequentsd71.8M
active users per year. eBay’s business can ciyreatsubdivided into three main categories: OnMarketplaces,
Payments (i.e., PayPal) and Communications (i.gp&k

Over the last twelve months eBay has experiencedirsyj top-line and bottom line growth as their gtow
opportunities begin to dwindle. There is beligdtthvithin the United States eBay is quickly nearmgaturation
point. Further, eBay is experiencing significaatmpetitive pressure in its pursuit to expand irdéomally as well

as from Google in the United States.

Based on these facts, we found no compelling reesoecommend we buy this security. This saidwilecontinue
to monitor eBay in the near term as an improvenmeragny one of these categories (i.e. , improved ekiim or
international growth) could lead to a change inr@@ommendation.

Lowe’s Companies, Inc. (LOW) 1.94% of the  Active Portfolio Hold Recommendatio  n
76& 0& +.++ 3 *
Price as of November 30,2006 $30.16 Price/Earr(itigs 15.12
52-Week Price Range $22.83 - $47/86 Price/Book 09 B.
52-Week Return (6.03%) Price/Sales 0|99
Market Capitalization (B) $46.52 ROA (ttm) 12.759%
Shares Outstanding (B) 1.52 ROE (ttm) 22.21%
Institutional Ownership 78.20% 2005 EPS $3.56
Beta 1.22 2006 EPS (est.) $4.22
Dividend Yield 0.50% 2007 EPS (est.) $5.11
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Lowe’s Companies, Inc. is the world’s second lardmsne improvement retailer. The company operatelsaan of
approximately 1,235 building materials and homerimepment superstores in 49 states. A typical Loweisie
improvement store averages 113,500 square fedi@asts more than 40,000 items.

Lowe’s caters to two main groups of customers:tdmurself (D-1-Y) and commercial business custosnétetail
customers include D-I-Y homeowners and others lgufon personal and family use. Professional custsrirelude
repair and remodeling contractors, electriciansjmtlers, landscapers, painters, and commercial esidential
building maintenance professionals. The professisegment is a key target for sales growth as thapany
continues to focus on building strong relationshiith professional and business customers.

The decline in the housing bubble has effectedLibwe’s, albeit much less than what the Street hasdlipted.
Third quarter same store sales were down but #ddiree in revenue was offset by an improvemenhgirtgross
margin. Going forward we see Lowe’s as presenéirgpmpelling growth store due to their admirableraging
metrics and signs that the housing market is re@mye Thus, we maintain a hold rating on this siguas we see
minimal downside risk in this security.

Nike, Inc. (NKE) Sold Position in 2006 Sell Recommendation
76& 0& +.++3 *
Price as of November 30, 2006 $98.95 Price/Easnftio) 18.69
52-Week Price Range $75.52 - $99/30 Price/Book 89 B.
52-Week Return 15.83% Price/Sales 1{58
Market Capitalization (B) $24.08 ROA (ttm) 14.01%
Shares Outstanding (M) 250.71 ROE (ttm) 21.94%
Institutional Ownership 62.30% 2006 EPS $5.28
Beta 0.94 2007 EPS (est.) $5.34
Dividend Yield 1.40% 2008 EPS (est.) $5.52

Headquartered in Beaverton, Oregon, Nike, Inc. gegan the design, development, and marketing ofiear,
apparel, equipment and accessory products worldwtddesigns athletic, casual and leisure footwiearmen,
women and children. Nike sells its products glbbtidrough its owned retail stores and to retad@amts through a
mix of independent distributors and licensees.

The Henry Fund divested of Nike in September uniderbelief that Nike would miss third quarter eags due to
declining US and European sales. While we coreptedicted these trends, we underestimated tHelvay
expansion and growth in Southeast Asia. Sincaleaision to sell, Nike has risen approximately 15%.
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The Walgreen Company (WAG) 3.81% of the A ctive Portfolio Buy Recommendation
76& 0& +.++3 *
Price as of November 30, 2006 $40.49 Price/Easnftio) 25.68
52-Week Price Range $39.55 - $51/60 Price/Book 39 4.
52-Week Return 4.34% Price/Sales 0(93
Market Capitalization (B) $44.25 ROA (ttm) 11.10%
Shares Outstanding (B) 1.00 ROE (ttm) 18.4R%
Institutional Ownership 64.40% 2006 EPS $1.72
Beta -0.13 2007 EPS (est.) $1.99
Dividend Yield 0.70% 2008 EPS (est.) $2.25

The Walgreen Company is the nation’s largest opermit drug stores based on sales volume. Basddeenfield,
IL (a suburb of Chicago), the company carries adggf serving as the neighborhood pharmacy thissdaack to
1909. Walgreens operates approximately 5,400 siard5 states and Puerto Rico. Today, 131.8M lee@#5%
of the US population) live within 2 miles of a Wedgn’s store. The company owns approximately 18%heir
stores and leases the remainder. Additionallyr@pmately 43% of the stores have either been cocistd or
remodeled in the last five years.

All of Walgreen'’s stores offer a traditional phaeygmany of which are open 24 hours a day). Initamidto the
traditional pharmacy, Walgreen’s also stock asslodeer-the-counter medications, health and beauygysts,
cosmetics, confectionaries, a small assortmentrypfadd refrigerated grocery items and photo fimghfacilities.
During the 2006 fiscal year, Walgreens filled 528bfipts or approximately 277 scripts per storedqsyr. Behind
the counter prescription sales account for apprateiy 2/3 of their total revenue.

We took a position in Walgreens in December folloyva decline in their stock price of greater th@&62 This
decline was largely driven by Wal-Mart’'s announcatrend roll-out of its $4 generic program. While agree that
this program will impact Walgreens, we feel the &mphas been overestimated by the Street. To daeagement
has cited that the impact in competitive marketstigen a loss of less than one script per day.itidddlly, we the
recent shift in power in Congress to the Democvatshope to benefit from an increased focus on gerkugs
(which carry a higher gross margin for retailers).

The Walt Disney Company (DIS) 3.73% of _the Active Portfolio Hold Recommendation
76& 0& +.++ 3 *
Price as of November 30,2006 $3305 Price/Earn(itigs 21.30
52-Week Price Range $23.97 - $33J58 Price/Book 15 D.
52-Week Return 32.6% Price/Sales 1{51
Market Capitalization (B) $53.6¥ ROA (ttm) 5.13%
Shares Outstanding (M) 1.92 ROE (ttm) 9.88%
Institutional Ownership 66. 6% 2005 EPS $1.25
Beta 0.87 2006 EPS (est.) $1.50
Dividend Yield 0.98% 2007 EPS (est.) $1.67
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The Walt Disney Co. is a diversified worldwide etdagnment company with key operations in theme parkd
resorts, broadcasting and cable network, filmeergihment and merchandise licensing. The Mediavbidis
include the ABC Television Network, ten televisistations, ABC Radio Networks and 71 radio statidits. the
parks and resorts industry, the company owns ardatgs the Walt Disney World Resort in Orlando riflep and

the Disneyland Resort in Anaheim, California. Studintertainment produces and acquires live-actind a
animated motion pictures for worldwide distributioto the theatrical, home entertainment and tetavimarkets
under the Walt Disney Pictures, Touchstone PictuMisamax and Dimension banners. Consumer Products
license the name “Walt Disney” and the companyarabters and literary properties.

In 2006 Disney agreed to acquire animated filmistiixar for $7.4 billion in an all-stock deal. Vs&pect that
Disney would benefit from the Pixar’s strong aniehfilm slate. We also expect its revenues to gaow higher-
than-historical data rate of 6% from 2006 throu@i @, reflecting a strong growth at Media Networkg do higher
ratings of ABC family and high rates, coupled withntinual growth of Parks and Resorts. We expesh®j to
expand its operating margins due to the high @biiity at ABC network and the margin recovery a3 and
Resorts. Notably, Cars, the first Pixar film reledsdy Disney was a success, grossing $62.8 miifioopening
weekend, and bringing in $244 million for the dotie$ox office. We recommend maintaining our cutren
holding.

International Speedway (ISCA) Sold P__osition in 2006 Sell Reco _mmendation
76& 0& +.++ 3 *
Price as of November 30,2006 $51.83 Price/Earr(ihgs 15.56
52-Week Price Range $43.82 - $54J33 Price/Book 33 2.
52-Week Return -0.05% Price/Sales 3|76
Market Capitalization (B) $2.59 ROA (ttm) 6.25M0
Shares Outstanding (M) 53.38 ROE (ttm) 11.2P%
Institutional Ownership 50.36% 2005 EPS $3.00
Beta 0.82 2006 EPS (est.) $3.10
Dividend Yield 0.17% 2007 EPS (est.) $3.21

International Speedway Inc. owns and operates 1tbmsyorts facilities. The company generates revertem
admissions of various auto racing events; mototspetated activities, including television, radiad ancillary
rights fees, promotion and sponsorship fees, hal@igirentals, advertising revenues and royaltresnflicenses of
its trademarks; and from catering, merchandise faodl concession services. It also owns the MotociiRp
Network, Inc., a radio network and DAYTONA USA, atorsports-themed entertainment complex.

In 2005, International Speedway derived approxiiga86.2% of its total revenues from NASCAR-sancédn
events. Its net profit grew 1.9% to $159 milliondatotal revenue increased by 14% to $740 millichwhich
NASCAR broadcasting revenue contributed 1/3. As rifest popular racing league, NASCAR now reaches 75
million fans, about 1/3 of US adult population. Wen't see much growth potential for the industnASCAR’s
new eight-year agreements are expected to gemersrue of $4.5 billion, about $560 million grosgige annual
rights fee for the industry, a more than 40% banar the current $400 million. However, corporate’ernance
issue exists as long as France Family Group menteerain control over ISCA and NASCAR. An antitrastil
action was filed against the company in 2005. Tittuactive outlook made us select to sell thekstoc
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! & & & 9.23% of the Active Portfolio
Analyst: Ji Ma 9.41% of the S&P 500 Index

Henry Fund consumer staple sector accounts for9®.@Bour portfolio, underweighting as measured I&PS00
Consumer Staple Index of 9.00% weight. As of Cxh, 2006, the consumer staple sector had a pestiwurn of
9.52 on YTD base, contributing $3956, or 6.53% eéase, to the net income of the Henry Fund portfdliois
sector is overall slightly underperforming agai8&P500 Consumer Non Cyclical return of 10.34% orD¥iJase.

Procter & Gamble (PG), PepsiCo (PEP), and Cenuadfiean Distribution Corporation (CEDC) represéet three
Henry Fund holdings in the Consumer Staple se@BDC leads the sector with a 10.4% positive retlitve stock
growth slowed down to low two-digit growth sincestimarket seemed to worry about its enhanced débtaad
unimpressive performance in second quarter. Bustillefeel confident in its future performance, givits healthy
organic growth and synergy as a vodka producerdistdbutor. P&G generated a positive return of98.during
2006 mainly driven by the organic growth and sygdrgm Gillette acquisition. PEP maintained itsastg growth
with a 5.9% gain. We feel confident to hold Pepsi®@hich is our top pick in the large cap beveragtustry given
very solid earnings consistency and visibility armings growth.

Typically, the consumer staple sector is considéidgfensive” in nature and the stocks are lessctdte by
economic cycles. Consequently, the holdings arearg to shine when economic goes to the downtumhen
markets become uncertain. This sector serve aabdizer of the portfolio, and thus we feel comédrie placing
market weight on this sector, given that econongnads slowing down in 2007..

Central European Distribution Corp. (CEDC) 2.7 7% of Active Portfolio  Hold Recommendation

76& 0& +.++3 *

Price as of November 30,2006 29.54 Price/Earnings (ttm) 28.84
52-Week Price Range 29.33 - 29.85 Price/Book 2.46
52-Week Return 10.4% Price/Sales 111
Market Capitalization (B) 1.05B ROA (ttm) 5.79%
Shares Outstanding (M) 35.70M ROE (ttm) 10.82%
Institutional Ownership 63.60% 2004 EPS (*) $0.87
Beta 1.35 2005 EPS (*) $1.00
Dividend Yield N/A 2006 EPS (est.) $1.28

*earnings estimate adjusted for June 2006 stodk spl

Central European Distribution Corporation is theyést vodka producer in Poland and fourth largestiycer in the
world. The company produces the Absolwent, Zubrqvidas and Soplica brands, among others. CEDCialime
leading distributor and importer of alcoholic beages in Poland. It distributes over 700 brands lobtenlic
beverages, among which are many of the world'singaldrands. CEDC is the No. 1 vodka seller, witB1&6
domestic market share in Poland.

CEDC achieved compounded average growth rate offé8%et sales and 81% for operating income overpist 5
years. We expect the growth rate will slow dow2586 annually in the next five years due to the upipatation of
aggressive strategic acquisitions and favorablgigallchanges in Poland. However, armed with tbeguésition with
Bialystok and Bols distilleries in 2005, we projé€EDC to enhance the company's profitability andhciow
generation in 2007.
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PepsiCo (PEP)

3.31% of Active Portf olio

Hold Recommendation

76& 0& +.++3 *

Price as of November 30,2006 $64.17 Price/Earnings (ttm) 21.31
52-Week Price Range 56.00 - 65.99 Price/Book 6.40
52-Week Return 8.6% Price/Sales 2.95
Market Capitalization (B) 105.37B ROA (ttm) 13.76%
Shares Outstanding (M) 1,640 ROE (ttm) 32.99%
Institutional Ownership 68.90% 2004 EPS $2.31
Beta 0.57 2005 EPS $2.53
Dividend Yield 1.8% 2006 EPS (est.) $3.00

PepsiCo is a world leader in convenient snacksiddpand beverages, with revenues of more than $i&@nblt
operates in four divisions: Frito-Lay North Amerid2epsiCo Beverages North America, PepsiCo Intiemel; and
Quaker Foods North America. PepsiCo owns someéh@fwiorld's most popular brands, including PepsaCol
Mountain Dew, Diet Pepsi, Lay's, Doritos, Tropica@Gatorade, and Quaker.

We project PEP to deliver another strong perforreamc 2006, attributed to continuous product innimrat
diversified product portfolios, a strong presentehie non-carbonate beverage segments, a stremmggheinbrand
awareness, and international market expansion. &f&in Hold recommendation on Pepsi, given its \sald
earnings consistency and visibility in earningsvgto

Procter & Gamble (PG) 3.33% of Activ e Portfolio Hold Recomm endation

76& 0& +.++3 *

Price as of November 30,2006 $63.51 Price/Earnings (ttm) 23.61
52-Week Price Range 52.75 - 64.38 Price/Book 3.22
52-Week Return 9.7% Price/Sales 2.78
Market Capitalization (B) $201.25 ROA (ttm) 9.31%
Shares Outstanding (M) 3.17 ROE (ttm) 23.88%
Institutional Ownership 60% 2005 EPS $2.70
Beta 0.88 2006 EPS $2,79
Dividend Yield 1.81% 2007 EPS (est.) $3.05

Procter & Gamble is the industry leader in consupraducts worldwide. It operates in seven segmeBgsiuty;

Health Care; Fabric Care and Home Care; Pet Heithcks and Coffee; Baby Care and Family Care;d3lachd
Razors; and Duracell and Braun. The company ownev2-billion-sales brands, including Tide, Olayniene,
Pampers, Crest, Pringles, Folgers and Gillette gnathers, which account for roughly 60% of salesicker &

Gamble has an extremely diversified portfolio obgiucts and have business in more than 700 coutiidEreates
a low risk environment for shareholders.

P&G's performance in fiscal 2006 demonstrated tloen@any’s ability to sustain growth. PG increaset sades
20% to more than $68 billion; organic sales inceelag%. Every business segment delivered year-onerganic
sales growth; Fabric Care and Home Care, Beautgl, lealth Care delivered the strongest growth. Every
geographic region posted organic volume and satastly, led by double-digit growth in developing rkets.
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According to company’s projection, PG is on tradkie acquisition with Gillette. We have the coeficte that the
company can realize $1.0-1.2 billion in annual stergies (before taxes) by fiscal 2008 and 1%emental
annual sales growth from revenue synergies thr@idi®. PG is well balanced performance that shooidiue to
drive returns in the future.

9 9.75% of the Active Portfolio
Analyst: Mrityunjai Singh 9.23% of the S&P 500 Index

The year started with speculations about cruderiges reaching $100/ barrel and at close of tta geude oil is
trading close to $63/ barrel with OPEC cutting diggato support crude oil prices.

Both major integrated oil and gas companies angawices companies had had a good run beforetahteos the
year.

The Henry Fund maintained a slightly underweighgifion in the Energy Sector throughout most of yhar when
compared with the GICS S&P 500 index. The ratioriaiethe decision was that most stocks in the sestye no
longer undervalued in terms of underestimatingpbential of crude oil prices to jump into a prienge that had
historically never been achieved before. Also, eie that though the world economy has been growingpite of

the surge in crude oil prices, primarily becausénofeased energy efficiencies which had been weti¢he world
over, the huge consumption pattern would only tetpease the elasticity of crude oil demand to erod prices
fluctuations once these increase in efficiency dow longer be sustained implying a mean reversiocrude oil

prices. If crude oil prices were to decline thereuld be a double negative impact on energy stodis avfall in

volume as well as in margins. Other sectors likaufecturing which were facing a lot of pressuretiom cost side
because of the high crude oil prices would in thené of a slide of crude oil prices be re-valuedvited us the
incentive to underweight the energy sector andea®ee our holdings in other sectors.

Exxon Mobil Corp. (XOM) 5.56% of Active Portfolio Hold Recomme ndation
76& 0& +.++3 *
Price as of November 30,2004 $76.81 Price/Earnings (ttm) 11.8p
52-Week Price Range $55.60 - $76.81 Price/Book 3.89
52-Week Return 34.94% Price/Sales 1.30
Market Capitalization (B) $455.28 ROA (ttm) 20.55%
Shares Outstanding (B) 5.83 ROE (ttm) 35.60%
Institutional Ownership 50.80% 2005 EPS $5.71
Beta 1.29 2006 EPS (est.) $6.59
Dividend Yield 1.70% 2007 EPS (est.) $6.23

We maintained our position in ExxonMobil primarlhgcause it had a greater percentage of its crudesgrves in
counties with lower political risk, had a greatechnological edge in exploration activities andhieigrefining
margins on account of it ability to process theagler, heavy crude than almost all of its competitor
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Patterson UTI-Energy, Inc. (PTEN)

Sold Position in 2006

Sell Recomme ndation

76& 0& +.++ 3 *

Price as of November 30,2004 $27.70 Price/Earnings (ttm) 7.05
52-Week Price Range $20.81-$38.49 Price/Book 2.95
52-Week Return -11.32% Price/Sales 1.80
Market Capitalization (M) $4.25 ROA (ttm) 33.96%
Shares Outstanding (M) 1.59 ROE (ttm) 47.33%
Institutional Ownership 82.40% 2005 EPS $2.15
Beta 1.29 2006 EPS (est.) $4.13
Dividend Yield 0.70% 2007 EPS (est.) $3.90

The Fund maintained its position in Patterson Udi Mnost the first eleven months of the year on antmf
expected growth in the company fueled by the shertat rigs faced by the oil and gas exploratiorustdy. Day
rates earned by the oil exploration companies as@d for most part of the year though at a degjiréte. Patterson
UTI's competitive edge lay in its rig refurbishmemiogram which led to significant cost savings ttae company
and its ability to expand fleet size at short natithe company faced margin compressions on sorits dfilling
segments in the second half of the year becauaesti#fep decline in the price of natural gas andraronment of
increasing labor cost. The stock underperformedPtHeX oil services sector index by approximately28uring
the year. The continuing dismal performance ofdtuek as well as the change in its valuation duthéorecent
decline in crude oil and natural gas prices hagddtie fund selling the stock.

Hold Rec ommendation

Baker Hughes, Inc. (BHI)

Not Currently Held

76& 0& +.++ 3 *

Price as of November 30, 200 $7343 Price/Easn{tim) 10.56
52-Week Price Range $61.80-$89.30 Price/Book 4.20
52-Week Return 23.67% Price/Sales 2|55
Market Capitalization (B) 23.55 ROA (ttm) 14.81%
Shares Outstanding (M) 320}7 ROE (ttm) 21.0p%
Institutional Ownership 88.6% 2005 EPS $2.59
Beta NA 2006 EPS (est.) $3.4p
Dividend Yield 0.70% 2007 EPS (est.) $3.41

The Henry Fund considered replacing its positioRatterson UTI with Baker Hughes which is an oilvezes firm
which provides high end technological solutions @ndducts to the oil drilling industry. The lowefBPmultiple
assigned by the market to the stock when compaittdseme of its competitor led the fund to belighat the
market might be under pricing the stock. After artlugh research the fund found the stock to beeatlyr
overvalued and chose to avoid buying it at present.
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Schlumberger Ltd. (SLB) 3.67% of Active Portfolio Sell Recomm endation
76& 0& +.++ 3 *
Price as of November 30, 2006 68.35 Price/Earnings (ttm) 25.58
52-Week Price Range $47.90-$74.75 Price/Book 8.46
52-Week Return 44.23% Price/Sales 4.54
Market Capitalization (B) 79.36 ROA (ttm) 14.81%
Shares Outstanding (M) 1,180 ROE (ttm) 38.40%
Institutional Ownership 78.60% 2005 EPS 2.63
Beta 119 2006 EPS (est.) 2.94
Dividend Yield 0.70% 2007 EPS (est.) 4.03

Schlumberger (SLB) is the world’s largest and maiserse oilfield and information services compamjth a
market capitalization of $77bn. The company sugpiézhnology, project management, and informatiuati®ns to
the oil and gas industry. It has a dominant shatbewireline logging market and it is the indysigader in many
other segments of the oilfield services industrgatiquartered in Houston, Texas, SLB employs apmately
66,000 people of over 140 nationalities, spreadr @@ countries. It operates through two busineggnsets:
Schlumberger Qilfield Services (SOS) and WesternG@005 operating revenues were $14.31bn, about @8%
which were generated by the SOS segment.

The purchase of SLB was approved by the analyst @ad the stock will be added to the portfolio slyoWe

expect SLB to be able to benefit disproportiondittyn the growth in oil exploration that will be den by the
growth in world energy consumption. We believe tBaB’s superior technology will enable the compampenefit
from increasingly challenging conditions of new kexption projects as oil reserves in more favoraieas have
already been exploited.

$ |$ & %$' & 22.08% of the Active Portfolio

Analysts: Rookak Hooda and Jonathan Perez 23.47% of the S&P 500 Index

The financial services sector was characterized figt to inverted yield curve the entire year andhe first half of
the year, rising interest rates followed by a peraf stable rates. The environment that existe@006 was
challenging, yet one that offered opportunitiediffeerent areas. Specifically, investment bankirgl a terrific year.
We made the decision to deploy our extra cashtimdoStreetTracks Capital Markets ETF, which retdr2es3%.

Additionally, private equity and alternative invesints continue to be popular as investors are agigedy seeking
excess returns. The financial services team appezhevaluating the sector based on the trendsimarket, our
outlook for macroeconomic drivers, such as interats and GDP, and noted the challenges poseaehipverted
yield curve. Based on our assessment of the drivethe economy and company specific positives reaghtives,
we took a position in American Capital Strategieshie late part of 2006. The financial servicest@ewas up
11.49% compared to the S&P 500’s 10.4% return. iMfguthe year we sold Ambac Financial Group andg@itiip

based on our projection of upside potential ancethistence of what we felt were better opportusiti®Jnion Bank
of Switzerland, Bank of America and St. Paul Travelwere our best performers returning 26.25%,56.and

15.78% respectively. We made a conscience efforéduce the correlation among our holdings whizhtributed

to our exiting of Citigroup. We doubled our holgim Union Bank of Switzerland because we felt toenpany
could take advantage of the existing trends in tfaketplace. We feel the sector is well positionedake
advantage of the opportunities we see in the mpldet and mitigate the inherent risks.

The financial services sector outperformed the S&8 by 1.09% during 2006. Much of our outperforo®nan be
traced to our exposure to investment banking, whiath a phenomenal year. The financial sector telamse to
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target investment banking through increasing oysosure to the Union Bank of Switzerland, holdingnBaf

America and allocating the proceeds from the sélémbac Financial to purchasing the StreetTrackpit@a
Markets ETF. The fund experienced solid returnsaduhis approach as UBS returned 26.25%, BanKroérica

returned 16.55%, and we were able to obtain 9.68%h fthe StreetTracks ETF. The major story lineghia
financial services segment were the inverted yeeld/e, the threat of falling interest rates, motiegagGDP and the
threat of inflation. Further, the price of oil péad with the entire economy, fluctuating wildly fnoprices in the
eighties down to the fifties. Our most recent sagtion, selling Citigroup and purchasing Americaapital

Strategies reduces our “big bank” correlation amditions us to take advantage of the trend in radtdre

investments

Bank of America (BAC) 4.32% of Active Portfolio Hold Recomme ndation

76& 0& +.++3 *

Price as of November 30,2004 $53.85 Price/Earnings (ttm) 12.1p
52-Week Price Range $42.75-$55.08 Price/Book 1.78
52-Week Return 17.37% Price/Sales 3.74
Market Capitalization (B) 237.06 ROA (ttm) 1.4%
Shares Outstanding (M) 4648 ROE (ttm) 16.84%
Institutional Ownership 56.3% 2005 EPS $4.10
Beta 0.6 2006 EPS (est.) $3.59
Dividend Yield 4.3% 2007 EPS (est.) $3.64

Bank of America Corporation is a bank holding compt¢hat conducts its operations though its bank rattbank
subsidiaries. The Company provides a wide ranginafcial services and products throughout the éthibtates
and in international markets. The Company operatefour business divisions: Global Consumer and IEma
Business Banking, Global Business and Financiali€es, Global Capital Markets and Investment Bagkamd
Global Wealth and Investment Management.

As on December 2005, the company has $1.3 triissets and about 177,000 full time employees. Rararter
earnings in 2005 of Bank of America are down by 2%the drop is attributed to lower trading resaltsl increase
in filling due to bankruptcy reform to be in actidom October 2005. In 3Q-06 net income is up byeddnd

revenues are up by 28%.

Bank of America stocks hold 4.1% of the active fudid and have earned strong returns of 17.4% éenl#st 12
months. Bank of America has performed very wellchedit card business and Investment banking divisio
Investment banking and Investment management \illite fastest growing segments. In all Bank of Anzer
through its better strategies and acquisitions stilw good results in future. We feel that thelstoitl perform well

in next six months and thus recommend hold.

| g $% &$ P ( (



Citigroup (C)

Sold P osition in 2006

Sell Recommendation

76& 0& +.++3 *

Price as of November 30,2006 $49.38 Price/Earnings (ttm) 10.68
52-Week Price Range $44.81 - $51.33 Price/Book 2.09
52-Week Return 1.25% Price/Sales 3.0%
Market Capitalization (B) $242.64 ROA (ttm) 1.31%
Shares Outstanding (M) 4.91 ROE (ttm) 18.36%
Institutional Ownership 65.60% 2005 EPS $4.87
Beta 1.28 2006 EPS (est.) $5.21
Dividend Yield 4.00% 2007 EPS (est.) $5.28

Citigroup is a diversified financial services compdhat operates five business segments: Globas@oer Group,
Corporate and Investment Banking, Global Wealth &fgment, Alternative Investments, and Corporate.
Generating over $80 billion in revenue, Citigrog@mimassive company. The company’s Global Cons@raup is
involved in credit cards, lending, retail bankimgnd commercial banking. The Corporate and InvastrBanking
business unit offers capital market, banking aadidaction services. The Global Wealth Managemeittisi the
home of Smith Barney and is the provider of finahgilanning, advisory, brokerage services, reseanchprivate
banking. The Alternative Investments unit offersvate equity, hedge funds, real estate, structymediucts and
managed futures.

Citigroup, with a 4% portfolio weight, returned &4from November 30th 2005 to November 30th 2006rtHer,
Citigroup has a correlation of 0.699 to Bank of Aita& which we would like to reduce.

During the course of 2006 and in reviewing 2005 haee begun to question Citigroup’s performancéigi©up, is

growing mostly via acquisition and appears to beardering, unable to release the full value ofrttekeovers. We
feel Bank of America is the better of the two banks and that we can obtain better opportunitigkénfinancial

services space.

St. Paul Travelers Companies (STA) 4.45% o f Active Portfolio Hold Recommendatio n

76& 0& +.++3 *

Price as of November 30,2006 $51.25 Price/Earnings (ttm) 11.55
52-Week Price Range $40.23 - $53.0¢ Price/Book 1.44
52-Week Return 10.10% Price/Sales 1.43
Market Capitalization (B) $35.81 ROA (ttm) 2.60%
Shares Outstanding (M) 690.06 ROE (ttm) 13.56%
Institutional Ownership 89.60% 2005 EPS $2.40
Beta 111 2006 EPS (est.) $3.93
Dividend Yield 2.00% 2007 EPS (est.) $4.13

The St. Paul Travelers Companies, Inc. is a holdiagpany principally involved in providing causgliand

personal property and commercial property insurgmoducts and services to businesses, governmganiaations,
private associations and individuals. The Compapgperty-liability insurance operations underwiitsurance and
provide insurance-related products and servicesotomercial and professional customers throughoaitLthited

States and in selected international markets li&keada, UK and Ireland.
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The firm recorded revenues of $24.36 billion durihg fiscal year ended December 2005, an incre8e & over

2004. The net profit was $1.62 billion in fiscabye€2005, an increase of 69.8% over 2004.

The stock performed well in the past 12 months \witieturn of 10.10%. We feel that St. Paul willfpen well in
future due to its strong earnings and acquisititmsll, the insurance sector will perform well2007 as more and
more people want to have property insurances daé@d hurricanes. We recommend hold on this stadksaggest

coming analyst to keep an eye on its performance.

Union Bank of Switzerland (UBS)

4.50% of A__ctive Portfolio

Buy Recommenda__tion

76& 0& +.++3 *

Price as of November 30,2006 $60.22 Price/Earnings (ttm) 10.88
52-Week Price Range $47.30-$63.39 Price/Book 311
52-Week Return 26.65% Price/Sales 2.67
Market Capitalization (B) 126.33 ROA (ttm) 0.42%
Shares Outstanding (M) 2090 ROE (ttm) 20.6%
Institutional Ownership 17.24% 2005 EPS $12.89
Beta 1.04 2006 EPS (est.) $8.83
Dividend Yield 1.40% 2007 EPS (est.) $10.25

UBS is one of the leading investment and wealth agament banks in the world. Continued growth in UBS
investment and wealth management segment in 2085%bast revenues and profit margins. UBS is on¢hef
largest and fastest growing financial services giiim Asia and Eastern Europe, which will help itingprove its
market share in emerging markets. UBS has postamtderofits for 2005, beating market predictiomsl gutting
the bank on course for its best-ever yearly figures

For the fiscal year ended December 2005, the Coynpar generated $71.2 billion revenues with 85%otHl

revenues come from Investment banking, Wealth Mamagt and Asset Management businesses.

Currently, our portfolio holds 4.3% of its totallua in UBS stocks. The stock has been the real yngaperator in
2006 with the total return in 26.65% in the lastmi@nths. We strongly feel that UBS will grow in engieg markets
like Asia and Latin America and will generate gaetlrns in 2007.

American Capital Strategies (ACAS) 3.26% of _ Active Portfolio Buy Recommendation

76& 0& +.++ 3 *

Price as of November 30,2006 $45.10 Price/Earnings (ttm) 12.29
52-Week Price Range $29.65-$45.36 Price/Book 1.62
52-Week Return 15.64% Price/Sales 8.27
Market Capitalization (B) 6.5 ROA (ttm) 5.91%
Shares Outstanding (M) 144.18 ROE (ttm) 20.24%
Institutional Ownership 29.90% 2005 EPS $3.68
Beta 1.06 2006 EPS (est.) $3.35
Dividend Yield 8.6% 2007 EPS (est.) $4.15
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American Capital Strategies is a publicly tradeddut and mezzanine fund that provides capital fopleyee
buyouts and public and private financings. Headgued in Washington D.C., American Capital wasnfied in
1986 and went public in 1987. Structured as anmssi development corporation, American Capitaédglired to
pay out 90% of its pretax net operating incomeigsiends.

American Capital has approximately $10.7 billionassets under management and it focuses its ineattnon
middle market companies. Investments are capp&8CGQ million and targets must have at least anTER| of $4
million and an enterprise value of between $20$86@0 million.

American Capital is attractive because of the iasirg dividend that it has been paying and the gx@othat it
provides to private companies. Further, as thepeomy transitions to its new asset management gteidgts
earnings should become more predictable and shadldd it to trade at higher multiples. We feel ttfamerican
Capital offers a compelling investment story andhtiractive valuation.

Ambac Financial Group (ABK) Sol _d Position in 2006 Sell Recomme _ndation
76& 0& +.++3 *
Price as of November 30,2006 $85.64 Price/Earnings (ttm) 11.31
52-Week Price Range $86.22 - $73.74 Price/Book 1.55
52-Week Return 12.58% Price/Sales 5.14
Market Capitalization (B) $9.085B ROA (ttm) 4.05%
Shares Outstanding (M) 106.09 ROE (ttm) 15.67%
Institutional Ownership 94.30% 2005 EPS $6.52
Beta 1.37 2006 EPS (est.) $6.88
Dividend Yield 0.80% 2007 EPS (est.) $6.98

Ambac Financial Group is a holding company primyaiiivolved in providing financial guarantee produdo
companies that are issuing debt in the domestidraachational markets. Ambac’s business inclugiegrantees on
both taxable and tax exempt bonds and notes, theiseation of various types of debt (i.e. mortgaghome equity
loans, student loans, credit cards, leases, atd)aaset-backed securities (i.e. securities babkedircraft, film
royalty income streams, etc.). Internationally, Fan is focused on competing in the United Kingddmstralia,
Italy and Japan.

Ambac accounted for 3.8% of the Henry Fund poufalilocation and, as of December 31, 2005, was db@to
for the year. The Henry Fund management team dddil exit the position on May 4th 2006 when it @@006
year-to-date return of 6.4%.

The decision to exit the position was based onrséV¥actors. First, the tight yield curve envirommh was putting
downward pressure on the demand for Ambac’s predamd, as a result, the company was acceptingroassowvith
higher default risks. Second, increasing competitn this space was further driving the compangdoept clients
with higher default risks. Third, our outlook fthre economy, which was relatively weak, did notdate short-term
growth prospects for Ambac. Fifth, identified adraver of future company growth, the poor perfonta derived
from the International Finance segment of the assrwas particularly troubling. All of these fastocoupled with
Ambac’s poor performance in 2005 and its appremiaith early 2006, provided for a good exit point flee Henry
Fund..
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Sierra Bancorp. (BSRR) Not Currently Held Hold Re commendation

76& 0& +.++3 *

Price as of November 30,2006 $30.35 Price/Earnings (ttm) 17.45
52-Week Price Range $22.16-$35.36 Price/Book 3.45
52-Week Return 28.38% Price/Sales 4.95
Market Capitalization (B) 298.16 ROA (ttm) 1.70%
Shares Outstanding (M) 9.82 ROE (ttm) 22.59%
Institutional Ownership 9.10% 2005 EPS $1.66
Beta -0.01 2006 EPS (est.) $1.99
Dividend Yield 1.8% 2007 EPS (est.) $2.16

Sierra Bancorp is a bank holding company locate@atifornia’s San Joaquin Valley. Incorporatedl®77, the

bank has stable and experienced leadership witthyredhof its directors as founding members. &iewmhich is the
areas largest independent bank, has 20 branchesgoicultural credit unit and one Small Businessniistration

lending unit. Sierra offers checking accountseri@est bearing transaction accounts, savings acgatiime deposits,
retirement accounts, real estate loans, commdoaak, agricultural loans, retail loans, home gqlirites, consumer
loans and credit card loans.

The San Joaquin Valley area that the bank serveseof the fastest growing in the nation. Tradlly rural, the
San Joaquin Valley is developing because it isidensd a major transportation corridor in CalifaniThe valley
has seen a significant increase in the numberlbifirhent and logistical centers that have relochte the area in
recent years. In addition to the outstanding locatSierra has significant advantages over itsge€irst, Sierra’s
net interest margin has ranged between 5.27% atidbversus its peer group average of just 4.15%coi, the
company has also managed its credit risk extremelly as illustrated by the reduction in its nonfpeming assets
from $3.6 million in 2005 to $565,000 in 2006.

We believe that Sierra is a well run company witltstanding fundamentals. A Hold was recommendetthestock
based on its current valuation coupled with itscexpe to the California mortgage market, which wel fis too
risky.

ProLogis (PLD) Not Currently He Id Sell Recommendation

76& 0& +.++ 3 *

Price as of November 30,2006 $64.98 Price/Earnings (ttm) 16.83
52-Week Price Range $44.58-$67.52 Price/Book 291
52-Week Return 42.19% Price/Sales 6.61
Market Capitalization (B) 16.08 ROA (ttm) 3.49%
Shares Outstanding (M) 247.45 ROE (ttm) 8.45%
Institutional Ownership 96.60% 2003 EPS $1.52
Beta 1.04 2004 EPS (est.) $2.16
Dividend Yield 3.00% 2005 EPS (est.) $2.72

ProLogis is a Real Estate Investment Trust (REEASed in Denver, Colorado. ProlLogis manages agbiortsf real
estate properties normally used for distributiod kght manufacturing. The company manages pragseitt North
America, Europe and Asia. The appealing aspeBrolfogis, and the reason for analyzing it, is thepany’s
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involvement in the distribution process and its@syre to Southeast Asia. Being involved in disttitn, especially
from China, makes ProLogis an attractive play, @ering the trends in global trade and the outsogrof
manufacturing capacity to China. A secondary ggein ProLogis is its attractive dividend. As@aREstate
Investment Trust, the company is obligated to pagwar 90% of its income to shareholders. Basetherax free
status of the Henry Fund, dividend paying stockslmavery attractive.

U.S. GDP, while moderate, has continued to be prdpp by consumer confidence and spending. Wevaetit
the current level of consumer spending will be rrired and this should benefit the properties Bimat.ogis
manages. Additionally, with interest rates appeato have hit a peak, ProLogis should benefit®ndfinancings if
interest rates begin to fall.

Although we liked the investment story surroundiing company, we felt we could not recommend thekstased
on its current valuation. ProLogis is a stock \wartonitoring as it could become an attractive itwesit in the
future. to continue to monitor as we see the gendjlobal trade continuing, if not acceleratiniche story
underlying this stock and the fundamentals we fowace particularlyUnfortunately at the time of ayséd we felt
the company could possibly be overvalued.

Capital One Financial Corp. (COF) No t Currently Held Buy Recommendation
76& 0& +.++ 3 *
Price as of November 30,2006 $77.88 Price/Earnings (ttm) 10.29
52-Week Price Range $69.30-$90.04 Price/Book 1.43
52-Week Return -7.56% Price/Sales 2.37
Market Capitalization (B) $23.84 ROA (ttm) 2.97%
Shares Outstanding (M) 304.75 ROE (ttm) 16.63%
Institutional Ownership 86.10% 2005 EPS $6.73
Beta 1.29 2006 EPS (est.) $8.58
Dividend Yield 0.1% 2007 EPS (est.) $7.96

Capital One Financial Corporation (COF) is a diifexd financial services company based in Delawdrke
Company’s core business segments are domestid cexds lending, automobile and other motor vehiiciancing
and global financial services. The Company justealdeetail banking segment in its portfolio by acing Hibernia
bank in First quarter of 2006.

As on December 2005, the company had $ 47.9 billicsheposits and $ 105 billion in managed loanstantding.
Capital One is one of the largest issuers of Vigh laster cards in US. In 2005 the company expaitdddnding
and deposit business while delivering strong firanesults. Net income increased to $1.8 billied{%) in 2005,
was driven by growth in managed loans and acqoisiti

Currently, we do not have any holding in this st@id we recommend buy on this stock. The stocknms
performed very well in the past 12 months but wergjly believe that it will come up again in 200i.2006, the
company performed very well as 3Q-2006 net incamesiased by 22% and revenue is up by 21%.
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! 12.11% of the Active Portfolio
Analyst: Timothy Boyle 13.31% of the S&P 500 Index

The Health Care sector has been out of in recestdryi with an 8% return over the last 3 years ws18.6% S&P
500 3yr gain. For both 2004 and 2005 pharmacalstigvhich make up over 60% of the health carexhdeere
down due to the markets concern for lack of inniovaand failure to avoid litigation. 2006 will lznother year of
relative underperformance for the overall sectothva 5% YTD return vs. 12% for the S&P 500. Bué th
pharmaceuticals industry has performed better dueslatively low beginning valuations, stronger rthexpected
growth in revenues in part due to the roll out oéditare part D in January of 2006, and easing tigfation
concerns. Pharmaceuticals are up 13% YTD vs. 1X.8% return on the S&P 500.

The most compelling arguments to hold healthcariagyforward are the strong demographic trends,eiasing
worldwide living standards, relatively low currantiltiples, and the defensive nature of the sectitir 2007 being a
possible recession year (recent Merrill Lynch ecoiccanalysis showed 40% probability of 2007 recesgsi

Assisted Living facilities led the health care seatith a 26% return as demographics trends anid thal estate
holdings helped valuations. Diagnostics were raxi5% due to gains in technologies and strong ddnfiar
hospital services. Drugs came in third at almi®&¥ with Merck posting a 45% gain due to easinigdtion
concerns and HF holdings Pfizer and Johnson andséohposting double digit increases due to reveang
earnings growth above forecasts. The Biotechstigdost 1%, Hospitals lost 2% due to concerns @rewing
uninsured patient problems, and the HMO's lost aini®% mainly due to the governance concerns getidealth
Group the largest HMO.

The 2006 mid term elections have returned the Deat®d¢o power in both houses of Congress. The Res®
have made it clear their priorities are in reductéirgg prices, decreasing the number of uninsurédeos, and
promoting stem cell research. Post election tlig dtocks sold off almost 5% but recovered in tilwing weeks.

In 2006 the Henry Fund reviewed the holdings ire@fi(PFE), Johnson and Johnson (JNJ), and Chanes R
Laboratories (CRL) and decided to maintain the tpmss in each. In November the fund added a halsptbck
Community Health Systems (CYH). This stock waseatlds a way to create value with a more politica#tianced
health care portfolio. Even though PFE, JNJ,@Rd. do not show strong correlation between eachkrotil could
be negatively affected by price controls on drugs.

Pfizer (PFE) 3.33% of Active Portfolio H old Recommendation

76& 0& +.++ 3 *

Price as of November 30,2006 $26.93 Price/Earnings (ttm) 15.4
52-Week Price Range $20.27-$28.60 Price/Book 2.61
52-Week Return 17.9% Price/Sales 3.78
Market Capitalization (B) $191.5 ROA (ttm) 9.49%
Shares Outstanding (M) 7210 ROE (ttm) 18.46%
Institutional Ownership 67.1% 2005 EPS $1.94
Beta 0.81 2006 EPS $2.05
Dividend Yield 3.6% 2007 EPS (est.) $2.1y

Pfizer lost its title as the number one health @mpany this year with the sale of its consumeisitin to JNJ.
They still are the number one drug company andghirinl1% of the worldwide drug revenues. PFE dfassen to
sell the consumer portion of their business to $oon the high margin business of discovering aridgbrg to
market new drugs. We view this sale as a negatévéhe consumer segment did provide reasonableimaargt
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more importantly a steady revenue stream whichgyéamward is PFE’s weakness. PFE has the larigé®
budget of $7B per year and also will have a casbat of over $30B after the JINJ acquisition isfinlf PFE can't
successfully develop new drugs they can sure bemyth

PFE had a strong 12 months rising almost 18%. Whis due mainly to the lack of bad news in termpaiéntial
revenue losses from patent expirations or litigetioWith a forward PE of 12 the analysts don'téhhigh hopes for
PFE to grow their earnings. PFE has been stmgglith patent expirations 3 out of their top 4lisgl drugs will
face patent expiration within the next year. lapits PFE’s cholesterol fighter and the world’s f@mone drug
with $11B in revenues last year representing alraagpiarter of PFE’s total revenue. Fears this tfegtrthe generic
version of Zocor (Merck’s cholesterol drug) wouttuce sales have not been realized. Lipitor ldsgwotection
in 2011. PFE is working hard to replace this daugaintain their dominance in this lucrative area.

PFE has also been on an aggressive cost cuttingasggmwhich is one way to grow earnings per shakeother is
share buybacks which they have also been doing.taBgrow revenues they need some new blockbustgrscially
in the cholesterol area.

With favorable US and worldwide demographics aridravard PE of 12 and a dividend of 3.6% we thinkERE a
compelling value and we look for either new drugrawals in 2007 or an aggressive acquisition cagmp# help
maintain revenues.

Johnson and Johnson (JNJ) 4.52% of A __ctive Portfolio Hold Recommenda __tion
76& 0& +.++ 3 *
Price as of November 30,2006 $65.97 Price/Earnings (ttm) 17.4
52-Week Price Range $56.70-$69.41 Price/Book 4.74
52-Week Return 9.7% Price/Sales 3.68
Market Capitalization (B) $191.8 ROA (ttm) 15.01%
Shares Outstanding (M) 2940 ROE (ttm) 29.88%
Institutional Ownership 65.6% 2005 EPS $3.39
Beta 0.31 2006 EPS $3.74
Dividend Yield 2.3% 2007 EPS (est.) $4.06

Johnson and Johnson became the largest healtit@apgany this year with a well diversified produciel divided
roughly in thirds by pharmaceuticals, medical desjcand consumer health care products. This yé¢hadquired
PFE'’s consumer products division for $16B to sttkeg that division.

JNJ has a long history of growth in revenues (agand successful acquisitions), earnings, andddivils. They
have grown their dividend now for 44 straight yeali$here’s no reason to believe JNJ will not beedblcontinue
with this pattern going forward.

JNJ produces almost $10B in free cash flow whigy thse for their dividend and for strategic acduoiss. One
negative for JNJ is that growth in revenues hawesibto 5-7% over the last few years and there dbossam to be
any major organic growth drivers and they are fa@nout of their top 3 selling drugs losing patenbtection.
Future acquisitions are always likely with INJ.

Shares got a boost over the summer when JNJ repstitenger than expected growth in their highestgima
segment; pharmaceuticals.
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Charles River Laboratories (CRL) 2.24% of A __ctive Portfolio Hold Recommendat _ion
76& 0& +.++ 3 *
Price as of November 30,2006 $43113 Price/Earnings (ttm) 21.8
52-Week Price Range $33.73-$51.p0 Price/Book 1.84
52-Week Return -1.5% Price/Sales 2.44
Market Capitalization (B) $2.89 ROA (ttm) 5.03%
Shares Outstanding (M) 66{9 ROE (ttm) 8.76%
Institutional Ownership 96.7% 2005 EPS $2.04
Beta 1.05 2006 EPS $2.14
Dividend Yield 0.00% 2007 EPS (est.) $2.4%

Charles River Labs has been a holding of the fimees2005. Returns so far have been negativel i€R contract
research organization that specializes in produniige for pharmaceutical and biotechnology preicdihtesting.

CRL completed a large acquisition of a pre-clinisatvices (non-mice) company this year in atterptrward

integrate their business to not just produce micedsting but to do the actual testing so the mieeer leave their
facilities and CRL can capitalize on their number cstatus in the made to order mice business tov their

revenues and earnings. This strategy should psageessful as the cost cutting strategies of haympa should
produce more outsourcing of these “non-core” (tarpfa and biotech companies) activities. Theyade fstrong
competition in this area but overall demand is eig@to grow at double digit rates.

CRL missed earnings in Q2 of this year which wasridd on a lack of capacity to accommodate demanthédr
services. In the next 6 months CRL will almostildle their current facilities from 700,000 squazetfof lab space
to 1,400,000 square feet which if the demand istiasg as they think provide for substantially eased revenues
and stock price appreciation in the next 18 months.

Community Health Systems (CYH) 3.22% of _Active Portfolio Hold Recommendation
76& 0& +.++ 3 *
Price as of November 30,2006 $3500 Price/Earnings (ttm) 21.1
52-Week Price Range $31.00 - $40J39 Price/Book 2.0
52-Week Return -9.29% Price/Sales 0.82
Market Capitalization (B) $3.41 ROA (ttm) 5.89%
Shares Outstanding (M) 95.13 ROE (ttm) 11.03%
Institutional Ownership 94.4% 2005 EPS $1.79
Beta 0.22 2006 EPS $2.21
Dividend Yield 0% 2007 EPS (est.) $2.51

Community Health Systems (CYH) is an owner and afperof 76 non-urban hospitals in 22 differentesatCYH's
strategy has been in growing a network of acute taspitals in rural markets where they are typicthle sole
hospital for a community of 20,000 to 200,000. C¥Hhe sole health care provider in 85% of the mwomities
they serve. CYH is the largest publicly tradedgii@$ company (in terms of hospitals beds) sinee$B1B private
equity buyout of the industry giant HCA on Novembet

Shares of this company as well as the hospitalsingdinave been under pressure from the rising nuwibeninsured
patients they serve. Hospitals are required byttatreat all those who come to them through tle@rergency
rooms. With a growing percentage of citizens goaitinout insurance due to the costs, hospitals et a hard
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time remaining profitable. 60% of hospitals aré pmfitable and CYH has a strategy of growing rhathrough
acquisition of un-profitable rural hospitals thia¢y feel they can turn around with their scale atages.

The big driver of the share price going forward|viie the changes in the percentage of un-insurdigns
Reducing this percentage is a stated goal of thedeatic Party which just re-gained control of cass.

There is cause for concern in this industry goimgvbrd but CYH has done well in a tough environmenhey are
well positioned for the industry status quo as weslsome continued limited downside due to theorfable network
footprint and ability to capitalize on distressaxbpitals. No political changes should provide avirenment where
they can continue to grow and have modest shawe @ppreciation. An improvement in the level ofured
patients now should provide a catalyst for sigaificshare appreciation.

This company was purchased as a way to balanctheyolitical risk the other three holdings presanterms of
their reliance on drug prices going forward andpbétical party’s different priorities when it cas to health care
regulation. The Henry Fund purchased 400 sharésimtompany on Novembel’2006. Shares of this company
are down so far this year by 9% but up almost &%esthe election.

$ & $ & 10.90% of the Active Portfolio
Analyst: David Schreindorfer 8.69% of the S&P 500 Index

The S&P Industrials Index returned 10.72% YTD (tilglbb Nov 30, 2006) slightly underperforming the S&@0
which returned 12.88%. Roughly in line with thissMdSC, which returned 9.86% over the first 11 manftlthis
year. Somewhat disappointing was our FDX holdingictv lost -1.59% (-2.76% annualized). After sellBGG in
May, the proceeds were invested a Vanguard In@lstWIPER because no attractive opportunities haenb
identified at the time. This investment returne@0.(1.43% annualized) over the holding period.

Briggs & Stratton Corp. (BGG) Sold _ Position in 2006 Sell Recomme ndation
76& 0& +.++ 3 *
Price as of November 30,2006 27.07 Price/Earnings (ttm) 17.54
52-Week Price Range 24.29-40.44 Price/Book 1.49
52-Week Return -22.97% Price/Sales 0.57
Market Capitalization (B) 1.35 ROA (ttm) 4.94%
Shares Outstanding (M) 49.38 ROE (ttm) 8.81%
Institutional Ownership 95.50% 2005 EPS 2.65
Beta 0.98 2006 EPS (est.) 2.73
Dividend Yield 3.30% 2007 EPS (est.) 2.79

Based in Wauwatosa, Wisconsin, Briggs & Strattotmésworld’s largest producer of air cooled gasmkmgines for
outdoor power equipment. The company designs andufaetures these products for original equipment
manufacturers (OEMs) worldwide. Known for high dqtyabnd durability, these engines are primarilynailoum
alloy gasoline engines ranging from 3 to 31 horsepoFive years ago, the company adopted a strateggrtically
integrate with its OEM customers. It is trying tevérage its strong brand as a growth driver in abeplete
consumer power product segments it enters. Afteeraé acquisitions over the last five years, BriggStratton is
now a leading designer, manufacturer and markdtgrenerators (portable and home standby), pressashers,
show throwers, lawn and garden powered equipméingr and walk behind mowers, tillers, chippersésiters,
leaf blowers and vacuums) and related accessories.
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On May 4th, we closed our position in due to consexbout increasing competition from China, risiamy material
prices as well as tougher new environmental regulaton loan mowers. BGG was sold at a price of.&Bger
share and has since lost -37.77% (annualized).

FedEx Corp. (FDX) 2 .81% of Active Portfolio Buy R __ecommendation

76& 0& +.++ 3 *

Price as of November 30,2006 115.43 Price/Earnings (ttm) 18.73
52-Week Price Range 95.79-120.01 Price/Book 2.96
52-Week Return 18.63% Price/Sales 1.07
Market Capitalization (B) 35.92 ROA (ttm) 9.04%
Shares Outstanding (M) 306.63 ROE (ttm) 17.70%
Institutional Ownership 76.90 2005 EPS 4.81
Beta 0.53 2006 EPS (est.) 6.00
Dividend Yield 0.30% 2007 EPS (est.) 6.65

FedEx Corporation provides transportation, e-conemeaind business services worldwide. The compaayatgs in
four segments: FedEx Express, FedEx Ground, Fed&igtt, and FedEx Kinko’s. FedEx Express segmehichw
represents the world’s largest express transpontatdmpany, offers a range of shipping servicesterdelivery of
packages, documents, and freight. FedEx Ground esgtigpnovides small-package ground delivery servares is
mainly focused on the U.A. market. This segmenugh FedEx SmartPost, also specializes in theatidasion
and delivery of high volumes of low-weight, lesméisensitive business-to-consumer packages, usadJtS.
Postal Service for final delivery to residencesdBe Freight segment offers regional next-day arbisé-day, and
interregional less-than-truckload freight servicHsis segment also offers airfreight forwardingviees between the
United States and Puerto Rico. FedEx Kinko's sedgnmmovides document management solutions, fadlitie
management, and other business services. Its giod@aiork of digitally-connected locations offer ass to
technology for black and white and color copyingifing, finishing and presentation services, signd graphics,
Internet access, videoconferencing, outsourcinghaged services, Web-based printing, document mamage
solutions, ground shipping and global express shippervices, and various other retail services @odiucts. The
company was incorporated in 1971 and is based imphés, Tennessee.

FDX was added to the portfolio on May 4th and hasws an annualized return of -2.76%. We continuédo
bullish on the long-term outlook on the stock. Tbiglook is based on the sustained fast pace dfagjltation and
the associated growth in the worldwide transpartatsector. We believe FDX is well positioned to dfin
disproportionally from this future growth.
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Norfolk Southern Corp. (NSC) 1.98% of Active Portfolio Buy Recommend __ation
76& 0& +.++ 3 *
Price as of November 30,2006 49.25 Price/Earnings (ttm) 14.61
52-Week Price Range 39.10-57.71 Price/Book 2.08
52-Week Return 12.88% Price/Sales 2.13
Market Capitalization (B) 20.23 ROA (ttm) 6.22%
Shares Outstanding (M) 396.89 ROE (ttm) 15.77%
Institutional Ownership 67.60% 2003 EPS 3.11
Beta 0.74 2004 EPS (est.) 3.23
Dividend Yield 1.50% 2005 EPS (est.) 3.44

Norfolk Southern Corporation in engaged in the tadinsportation business in the U.S. and parts afia@a,
operating approximately 21,200 route miles prinyarilthe East and Midwest. The railroad transpaatg materials,
intermediate products and finished goods as wetlvasseas freight through various Atlantic and Gldfast ports.
The company’s intermodal traffic consists of shipisemoving in trailers as well as domestic andriragonal
containers. It handles these shipments on behatitefmodal marketing companies, international re&ap lines,
truckers, and other shippers.

NSC was added to the portfolio on December 12th628@d has returned 14.60% (annualized) over thdirpl
period. We continue to view the stock as the bksst (ue to superior service measures) on the moat growth of
the railroad sector, which we expect to be drivemigh double digit growth in container shipmem®iothe coming
years.

Burlington Northern Santa Fe Corp. (BNI) No Currently Held Buy Recommendati _on

76& 0& +.++3 *

Price as of November 30,2006 75.16 Price/Earnings (ttm) 16.34
52-Week Price Range 63.80-87.99 Price/Book 2.74
52-Week Return 14.96% Price/Sales 1.89
Market Capitalization (B) 28.24 ROA (ttm) 6.83%
Shares Outstanding (M) 359.21 ROE (ttm) 17.81%
Institutional Ownership 79.80% 2003 EPS 4.12
Beta 0.84 2004 EPS (est.) 4.34
Dividend Yield 1.30% 2005 EPS (est.) 5.13

Burlington Northern Santa Fe Corporation, throutghBNSF Railway Co. subsidiary, operates one oflaingest
railroad networks in North America with approximgt82,000 route miles (24,000 owned; 8,000 trackagiets).

These cover 28 western and Midwestern states, avadan provinces as well as all major West coagspThe
company is the largest player in the industry éinmis of market cap) and it transports a wide rafigaoducts and
commodities including Consumer Products, Industedducts, Coal and Agricultural Products. It delss about
23% of all U.S. rall traffic and about 45% of ra@ffic in the West.

The stock is not currently held and will not be eddo the portfolio due to the better outlook onQ\®ur current
holding in the freight railroad sector.
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9
Analysts: Sherman Shang (SNDK, LOGI, MSFT, INTC, AL DN) 15.68% of the Active Portfolio
Xuelei Yuan (VCLK, GOOG, ACS) 14.56% of the S&P 500 Index

The technology sector once again posted a restilichwis below S&P 500 in the year 2006. The overall
macroeconomic environment seemed to be slow dowrttars affected IT spending and other consumerdipgn
The Dow Jones US Technology Index, as of Dec. 6628as showed an 11.40% percent over the pastohths)
compared to a 13.58% in the Dow Jones US Total btdridex.

During the past year, we closed our positions ofCigk, Aladdin Knowledge System, Value Click andilidted
Computer Systems. We found SanDisk was overvalugteruthe circumstance of over supply of NAND flash
memory. Also, we found that Aladdin was losing nerkhare in both US and Japan regions, which ciuntter
impact its operating performance. For the last y&andisk was down by 13.8% and Aladdin showed1&62.
increase. We divested ValueClick from our portidiiecause of the unpromising outlook for displayeatising.
Further we disposed of Affiliated Computer Servidescause of our belief that they have a seriouparate
governance issue that will preoccupy managemethieicoming year.

For our current holdings, we decided to hold Lagitand Microsoft. Logitech showed a outstandindgvarance in
2006 and is trading at its historical high. For M#&oft, with its introduction of new generation ogton system,
Windows Vista, and its new office software, Off2@07, we expect a higher performance in fiscal 2007

SanDisk Corp. (SNDK) Sold P osition in 2006 Sell Recommendation
76& 0& +.++3 *
Price as of November 30, 2006 $45,23 Price/Easnftign) 24.76
52-Week Price Range $37.34-$79.80 Price/Book 2.66
52-Week Return (13.8%) Price/Sales 3|11
Market Capitalization (B) $8.90B ROA (ttm) 9.94%
Shares Outstanding (M) 196.69M ROE (ttm) 13.21%
Institutional Ownership 68% 2005 EPS $2.11
Beta 2.93 2006 EPS (est.) $2.4
Dividend Yield N/A 2007 EPS (est.) $2.76

SanDisk Corporation designs, develops and marketh ttorage devices used for a variety of cons@eetronics

products, such as digital cameras, mobile phomegersal serial bus (USB) drives, gaming devicesying picture

experts group layer-3 audio (MP3) players and aodigital consumer devices. Its products are dedigdo end users
through approximately 150,000 worldwide retail sfoonts and as data storage cards bundled withpgnoducts by

its original equipment manufacturer (OEM) customers

The market for NAND flash products is competitivedacharacterized by rapid price declines, and wie\eethe
trend is out of control due to the expanding sumfl$amsung in 2Q2006. Therefore, we rate SanBisked..
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Logitech International SA. (LOGI) 3.56% o f Active Portfolio Hold Recommen dation
76& 0& +.++3 *
Price as of December 31,2004 $30.22 Price/Earnings (ttm) 29.06
52-Week Price Range $16.68-$30.43 Price/Book 7.47
52-Week Return 29.2% Price/Sales 2.86
Market Capitalization (B) $5.52B ROA (ttm) 11.89%
Shares Outstanding (M) 182.50M ROE (ttm) 30.21%
Institutional Ownership 2% 2005 EPS $1.05
Beta 231 2006 EPS (est.) $1.16
Dividend Yield N/A 2007 EPS (est.) $1.33

Logitech International S.A. is engaged in the desiganufacture and marketing of personal periphdoalpersonal
computers and other digital platforms. Its prodaetssold through a variety of channels, includingsumer
electronics retailers, specialty electronics stotessumer and telecom stores, value-added resablieline

merchants and original equipment manufacturers.

Logitech showed 10%-15% annual growth rate in éisé four year and the secular trends that suppolt a growth
rate include the digital convergence of entertaimniethe home (i.e., Microsoft XBOX 360, SONY P&tgtion 3
and Nintendo Wii), broadband internet access, matglvices (i.e., iPod or SONY PSP) and video {ivebcams).
Due to its competitive advantage, we believe thragamy will continue its historical trend of marlsitare gains and
above average growth. Therefore, we rate Logitsddad.

5.42% of Active Portfolio Hold Rec ommendation

Microsoft Corp. (MSFT)

76& 0& +.++3 *

Price as of November 30,2006 $29.13 Price/Earnings (ttm) 23.29
52-Week Price Range $21.46-$30.00 Price/Book 7.98
52-Week Return 11.4% Price/Sales 6.36
Market Capitalization (B) $286.36B ROA (ttm) 16.32%
Shares Outstanding (M) 9.83B ROE (ttm) 30.64%
Institutional Ownership 56% 2003 EPS $1.21
Beta 0.79 2004 EPS $1.45
Dividend Yield 1.4% 2005 EPS (est.) $1.68

Microsoft Corporation develops, manufactures, lg@nand supports a range of software productsdimpating
devices. The company’s software products includerating systems for servers, personal computersraeiigent
devices; server applications for distributed cormguenvironments; information worker productivitppications;
business solution applications; high performancepmaing applications, and software developmentstool

Microsoft's new operating system Vista will be tfiesst new operating system in over five years alad much
anticipated security improvements and promised yctdity enhancing capabilities which should pravidtrong
200 revenue growth. Also, there are also other pesduct introductions such as office 2007. We thihk
combination of new products in Microsoft three l@ghrevenue and highest profit margin segmentsamext three
months makes this stock a hold rating due to egsnjjains and a current relatively low PE ratio..
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Intel Corp. (INTC)

3.57% of Active Portfolio

Hold Recommendation

76& 0& +.++3 *

Price as of November 30,2006 $21.10| | Price/Earnings (ttm) 20.89
52-Week Price Range $16.75-$27.28 | price/Book 3.49
52-Week Change 12.5%| | Price/Sales 3.41
Market Capitalization (B) $121.78B| | ROA (ttm) 11.43%
Shares Outstanding (M) 5.77B ROE (ttm) 16.73%
Institutional Ownership 56%| | 2005 EPS $1.40
Beta 2.07| | 2006 EPS (est.) $0.85
Dividend Yield 1.9%| | 2007 EPS (est.) $1.13

Intel Corporation is a semiconductor chip makewneligping advanced integrated digital technologyfptans for

the computing and communications industries. Itedpcts include chips, boards and other semiconducto
components that are the building block integratdmputers, servers, and networking and communitsifiooducts.

Its segments include the digital enterprise grolg,mobility group and the flash memory group.

We believe Intel is facing a competitive landscdjierent than ever before. Unlike in the past, wietel only had
to overcome short lapses of performance leaderdbilgy the company is also facing an ecosystem lihat
embraced AMD as never before. Moreover, our biggestern is still the slower PC growth. As a reswi rate
Intel Corp. as Hold.

Aladdin Knowledge Systems (ALDN) Sold Posit  ion in 2006 Sell Recommendati on

76& 0& +.++3 *

Price as of November 30,2006 $17.58| | Price/Earnings (ttm) 18.56
52-Week Price Range $13.58-$23.79 | Price/Book 2.18
52-Week Change 2.1%| | Price/Sales 2.97
Market Capitalization (B) $256.88M| | ROA (ttm) 7.43%
Shares Outstanding (M) 14.61M ROE (ttm) 13.08%
Institutional Ownership 52%| | 2005 EPS $0.98
Beta 2.00| | 2006 EPS (est.) $1.07
Dividend Yield N/A 2007 EPS (est.) $1.14

Aladdin Knowledge System is a global provider afigiy solutions that reduce software theft, autioaie network
users and protect against unwanted internet and-borae content, including spam and viruses. Thmgany's
products are organized into two segments: softdayital rights managements (DRM) and enterpriseisgc

Due to its current geographic weakness in JapanUsidwe think the company might need quarters ars/¢o
recover its market share. Moreover, we think Aladd such a small cap. company and there are augé
companies in this industry, which could serioustypact its future growth. Hence, we rate Aladdirsal.
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Emulex Corp. (ELX)

2.02% of Ac tive Portfolio

Hold R

ecommendation

76& 0& +.++ 3 *

Price as of November 30,2006 $21.12| | Price/Earnings (ttm) 47.67
52-Week Price Range $14.07-$22.0Q | price/Book 3.09
52-Week Change 6.7%| | Price/Sales 4.57
Market Capitalization (B) $1.82B| | ROA (ttm) 6.80%
Shares Outstanding (M) 86.14M ROE (ttm) 7.17%
Institutional Ownership 88% /| | 2005 EPS $0.46
Beta 2.75| | 2006 EPS (est.) $1.07
Dividend Yield N/A 2007 EPS (est.) $1.23

Emulex Corporation designs, develops and suppitesr fcthannel host bus adapters (HBAs), embeddedgso
switched, input/output application-specific intetgi circuits (1/O ASICs), switch on chip (SOC), &3l and
embedded firmware and software products that erhaocess to, and storage of electronic data arlitains.

The management indicated that its technology of 4@BA (host bus adapters), which began shipping dondy
number to its OEM customers. We believe that thosilec be a key driver of growth for Emulex, and the
managements cited the strong customer demandamitirwe in the following quarters and the demanitl skiow no
signs of abating. Thus, we rate Emulex as hold.

Sell Recommendation

ValueClick (VCLK) Sold Position in 2006

76& 0& +.++3 *

Price as of November 30,2006 $24,87 Price/Earn(ttigg 36.10
52-Week Price Range $13.15 - $24/94 Price/Book 03 B.
52-Week Return 31.73% Price/Sales 3(83
Market Capitalization (B) $1.78 ROA (ttm) 9.24M%
Shares Outstanding (M) 95.88 ROE (ttm) 10.6R%
Institutional Ownership 100% 2005 EPS $0.46
Beta 1.57 2006 EPS $0.64
Dividend Yield 0.00% 2007 EPS (est.) $0.80

ValueClick is one of world’s largest online marketicompanies, offering comprehensive advertisirigtisms for
advertisers. ValueClick’s performance-based sahgtimclude affiliate and search marketing, dispdayertising,
lead generation, ad serving and email technologgl, @mparison shopping. Unlike the big destinatiebsites
such as Yahoo and Google, ValueClick targets viewerthousands of smaller websites. The company hage
exposure to unique visitors, ranking No. 2 in tlhenber of unique visitors to its web ads for the thoof August
this year during the research of ComScore Mediaiket

In 2005, ValueClick reaped $304 million of revenue, 79.7% from prior year's $169 million. The grasargin
widened slightly from 70% to 70.8% and operatinggimaincreased by 0.2% to 21.2%. Despite the dtigncial
performance, we foresee a slower growth of Valud@iad sector display ads, compared with othetoseavithin
the Internet ad industry, in particular the seambines. As a percentage of US online ad expeBégsiay ads will
decrease from 26% currently to 20% by 2010, althotlng dollar amount will increase from $6.2 billiom $3.1
billion. On the other hand, the big cap Internanpanies like Google and Yahoo are actively seekiagket shares
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from the display ads market, which poses a seribreat to ValueClick. In Europe, Google plans téenfl0%
commissions or discounts on display ads to agetiemts. Earlier this year Google launched a “ca=mt-pction”
online marketing product similar to ValueClick’s.

Faced with great uncertainty stemming from bothdtsplay ad sector and competitive landscape, wemenend
selling the stock.

Google, Inc. (GOOG) Not Currently Held Buy Recommendation
76& 0& +.++3 *
Price as of November 30, 2006 $484)81 Price/Egsnftim) 60.26
52-Week Price Range $331.55-$513|00 Price/Book .0up
52-Week Return 19.7% Price/Sales 13(44
Market Capitalization (B) $144.98 ROA (ttm) 17.76%
Shares Outstanding (M) 306.16 ROE (ttm) 20.86%
Institutional Ownership 57.5% 2005 EPS $5.31
Beta 1.30 2006 EPS (est.) $9.92
Dividend Yield 0.0% 2007 EPS (est.) $12.98

Google is the acknowledged leader in the onlineegttbing industry. The search engine, through wi@dwogle built
its online empire, has been the largest contribafarevenue in Internet advertisement since 20@8punting for
42%, or $6.7 billion today and expected to grovamtannual rate of 25% to 50% of $32 billion totdlspend in
2010. As of June 2006, Google took 49.4% of thal teearch advertising market, far ahead of 23.0%he@tecond-
place - Yahoo. Its newly acquired YouTube is coad the largest online video community and is etqukto cash
in big profits in the future. International busisesontributed 39% of total revenue last year andsee strong
growth of Internet ad spending in UK, Australiapda and other countries Google has exposure to.

No doubt 2006 is a significant year for Google Skeptember, upon Yahoo's announcement to expecbratpiod-
quarter earning, cloud of doubt cast over the enkulvertising industry. Then in October, Googleeaskd its
blockbuster third-quarter resulthe profit nearly doubled and revenue soared {i¥#ying the industry is perfectly

healthy and Google continues to outperform the etarMicrosoft's online services group posted a loE$136
million in its first quarter of 2007, compared withprofit last year, giving us more confidence abGoogle’s
competencies.

Google has abundant funding from IPO and otherkstéferings. Combined with our valuation of theckqrice at
$540-440, we recommend BUY at $450.
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Affiliated Computer Services (ACS) So__Id Position in 2006 Hold Recommend _ation
76& 0& +.++3 *
Price as of November 30,2006 $50.565 Price/Earn(ttigd 19.12
52-Week Price Range $46.50 - $63/66 Price/Book 66 P.
52-Week Return -9.4% Price/Sales 1/60
Market Capitalization (B) $7.88 ROA (ttm) 9.07p6
Shares Outstanding (M) 124(9 ROE (ttm) 14.6R%
Institutional Ownership 90.1% 2005 EPS $3.26
Beta 0.70 2006 EPS (est.) $3.90
Dividend Yield 0% 2007 EPS (est.) $4.14

ACS provides a full range of information technologgrvices, including administration, human resosiraed
consulting, finance and accounting services, nékwapplications outsourcing and others. ACS hasusiness
strategy whose key elements include developing -teng relationships with new clients, expandingsérg

customer relationships, building recurring revestreams, investing in technology, and completingtsgic and
tactical acquisitions. The two primary markets ACS are federal, state and local governments, anchercial

clients.

The fiscal year 2005 saw a double-digit internaleraie growth of 13% and a total revenue growth %f &Ve

expect the revenue to grow at an average rate of\@the next 5 years, reflecting the high groweftiboth global
and US outsourcing services sector. On Jan. 26,2806 began a Dutch auction tender offer to buyk#@.5

billion of shares at the price of $56 to $63 ananpked to borrow $4 billion to fund the offer. THease price was
instantly boosted 10.7% upon the announcemenb@aeek high, and remains around $62-63. We wenearoed
about the intensified competitions in the highlggmented outsourcing services market and its atiqnibased
growth strategy. Recent federal investigations theacompany’s prior bidding procedures, and opgjcants raised
our concern over the corporate governance. Fadéxcthe high risk and low return, we sold the stock.

mnn
! $| $ & 3.45% of the Active Portfolio
Analyst: Cynthia Ma 2.51% of the S&P 500 Index

Despite inflation pressures and an uncertain UB@&uy, the necessity nature of telecommunicationicerand the
attractive dividend yield of telecom stocks helgld telecom sector (S&P 500 Telecom Service Indiekyer a
return of 33.77% during the past twelve months, I88her than the S&P 500 Index.

During 2006, the domestic wireless industry expergel increased service ability, decreased operatargins, and
growing industry consolidation. The affordable pscof wireless service along with the wide varietyservice
offerings helped wireless carriers continue to gisieady customer growth, resulting in the steatess line loss of
wireline carriers. Increasing competition compresseice ARPU (average revenue per user) and draggech
operating margins. Data service is becoming mopoitant to drive revenue growth.
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AllTel Corp. (AT)

2.51 % of the Active Portfolio

Hold

Recommendation

76& 0& +.++3 *

Price as of Nov.30 2006 $56.74 Price/Earnings)(ttm 19.27
52-Week Price Range $52.34 - $68/00 Price/Book 65 IL.
52-Week Return 4.79% Price/Sales 2|06
Market Capitalization (B) $21.65 ROA (ttm) 6.86[%
Shares Outstanding (M) 387 ROE (ttm) 9.91%
Institutional Ownership 71.60% 2005 EPS $3.89
Beta 0.95 2006 EPS (est.) $3.14
Dividend Yield 23.42% 2007 EPS (est.) $3.1P

Featured with consistent performance, in-depth gamant and conservative capital structure, Alkelisted as a
S&P 500 Index company providing wireless servicentre than 11 million customers in 35 states. ASuwy 18,
2006, Alltel completed the spin-off of its wirelitleisiness and became a pure player of wirelesiserv

During 2006, the core business was basically ip livith expectation. The decreased roaming revendetlze
margin erosion put more pressure on the stock givefimited growth potential in its core market.

The spin-off of the wireline business, below-averagbt leverage level, and the execution of agiyessarketing
strategy has raised investors’ confidence and mankgectation of AT, which may help the stock couné to trade
at a premium on peers. However, the lack of nean-tmatalysts, the decreased margins, and increasagetition
make it less possible for AT to deliver above-agergrowth in the near future.

Windstream Corp. (WIN) Sol d Position in 2006 Hold Re commendation

76& 0& +.++3 *

Price as of Nov.30, 2006 $13.94 | Price/Earnings (ttm) 12.8B
52-Week Price Range $11.13- $14/08 | Price/Book 11.01
52-Week Return 25.98% Price/Sales 2.2%
Market Capitalization (B) $6.69 ROA (ttm) N/A
Shares Outstanding (M) 474 | ROE (ttm) 10.88%
Institutional Ownership 19 2005 EPS $0.84
Beta 0.64 2006 EPS (est.) $ 0.96
Dividend Yield 9.7% 2007 EPS (est.) $0.99

On Dec. 9, 2005, Alltel and Valor (NYSE: VCG, befojuly 18, 2006) announced an agreement providinghe
spin-off of AT’s wireline telecom business andstgsequent merger with Valor. On July 18, 2006p¥abmpleted
the merger in a tax-free transaction to AT’s shaleédrs and started to trade at NYSE under the rtioké/NVIN.

Valor issued 1.034 new common shares for every Bares and the Henry Fund became the shareholdéfiléf
since July 18, 2006.

As the second largest RLEC in the US, WIN is welsiioned in an above-average market, with wellezignced
management. The merger with VALOR generates a gwssrgy of more than 10% of revenue, or a net esge
synergy of $40 million, which increased investarshfidence and lead to the stock price going upentioain 10% in
the first two months.
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Despite an aggressive marketing strategy, increesegbetition from wireless carriers and cable pdevs, limited
growth of the wireline business, less visible gfovr rural markets, and the lack of catalysts pnéwes from
forecasting above-average growth of the compartlyarforeseeable future.

Management’s aggressive annual dividend plan iteca dividend yield of 7.3%, higher than the peesrage of
5%, which has supported the stock given the cuirgetest rate level.

American Tower (AMT) No t Currently Held Buy Recommendation
76& 0& +.++3 *
Price as of Nov.30 2006 $37.87 Price/Earnings)(ttm N/A
52-Week Price Range $26.35-$38[74 Price/Book \mrq 3.43
52-Week Return 32.72% Price/Sales(ttm) 13.98
Market Capitalization (B) $15.28 ROA (ttm) 2.05%
Shares Outstanding (M) 425 ROE (ttm) -3.58%
Institutional Ownership 80% 2005 EPS -$ 0.57
Beta 1.01 2006 EPS (est.) $0.08
Dividend Yield 0% 2007 EPS (est.) $0.24

Benefiting from consistent growth of US wirelessffic, the wireless tower industry is becoming av-ask
investment exposure, given its infrastructure reattw serve wireless telecommunication, significgnowth
potential, and the capacity to generate steadydash flow, without taking a position in the incsiey competition
among wireless carriers.

As the largest wireless tower player in the US, Aoa Tower has one of the highest quality portiliwith a
diverse tenant mix, above-average market exposaigservative capital structure, high earning quaéind long-
term contractual relationship with top wirelessrieas.

AMT has experienced a high degree of lease amerntdmeth top wireless carriers who have been aggresa
deploying 3G, which implies roughly 20% revenueidesn the near-term. In 2Q 06, along with indudegding
margins, AMT reported better than expected top-fjrewth. Management raised '06 guidance for th@sedime,
further increasing revenue mid-point by $10 million

We expect the investigation of AMT’s options acciingp policy and the consequent financial restatemeuld not
affect AMT materially, given its nominal cash effeand slight impact on long-term fundamental dréver
Management may accelerate share repurchase onopttbas investigation is completed.

$ $ $ & 3.47% of the Active Portfolio
Analyst: Cynthia Ma 4.23% of the S&P 500 Index

Due to inflation pressures and an uncertain US @ogn the utility sector (S&P 500 Utilities Indexglidzered a
return of 21.53% during the past twelve months, € higher than the S&P 500 Index.

In May, the Henry Fund sold KSE and replaced ihviiPL, leading to a well-above average performaridéenry
Fund’s utility sector in 2006.
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KeySpan Corp. (KSE) So _|d Position in 2006 Sel | Recommendation
76& 0& +.++3 *
Price (as of Nov. 30, 2006) $41.03 Price/Earniftis) 17.04
52-Week Price Range $37.81 - $41/41 Price/Book 57 L.
52-Week Return 27.8% Price/Sales 0]93
Market Capitalization (B) $7.18 ROA (ttm) 4.21%
Shares Outstanding (M) 174.57 ROE (ttm) 9.5B%
Institutional Ownership 56.00% 2005 EPS $2.28
Beta 0.38 2006 EPS (est.) $2.3F
Dividend Yield 4.60% 2007 EPS (est.) $2.46

As a member of the S&P 500 Index, Key Span CorpSHE: KSE) is the largest gas distribution compamy i
Northeast, as well as the largest electric germratperator in the state of New York.

On Feb. 25 2006, KSE and NGG reached an agreemexguire KSE for $42 per share in cash, withotdrest.
Based on our valuation, NGG's offer is a fair vafae KSE in light of its limited growth potentiahithe long run.
Given that KSE traded at $40.85 on March 31 andZc¢ksh buyout won't happen until 2007, KSE was swid
the assets were re-allocated to FPL.

EPL Group (FPL) 3.47% of the Active Portfolio Buy Recomme _ ndation
76& 0& +.++3 *
Price (as of Nov. 30, 2006) $53.30 Price/Earniftizs) 17.43
52-Week Price Range $37.81- $54)33 Price/Book 422
52-Week Return 29.28% Price/Sales(ttm) 1443
Market Capitalization (B) $21.76 ROA (ttm) 4.2
Shares Outstanding (M) 394.86 ROE (ttm) 13.583%
Institutional Ownership 73.30% 2005 EPS $2.58
Beta 0.58 2006 EPS (est.) $ 2.86
Dividend Yield 2.80% 2007 EPS (est.) $ 3.0

FPL is one of the nation’s largest providers ottleity-related services and the nation’s largasgplier of wind-
generated power. In 2005, utility service and posaes contributed 99% of FPL’s total revenuedileg to high
earning quality and allowing FPL to trade at a bigh/E ratio than its peers.

During the past decade, FPL has enjoyed steadgroestgrowth of 2.5% (CAGR), 60 bps higher thanititustry
average. We expect FPL will continue to enjoy fawde customer growth due to Florida’s faster papoh growth
than that of any other states, which is expectddstothrough 2030.

FPL has a diverse fuel mix, with more than 40%tsfgeneration capacity from wind and nuclear poplants,
which empower FPL with two competitive advantadist, wind power and nuclear power are more cdfatient,
thus resulting in higher operating margins; sec®iil,’s earnings would be less affected by oil phies.

During the past twelve months, FPL delivered altaturn of 29.28%, largely outperforming the inttysand the
S&P 500 index.

L"g $% &$ P (. (



- 1+

(( 3

Security Ticker December 31, 2005 December 31, 2006 Holding
Shares Price Value Weight Shares Price Value  Weight Return
Alltel AT 200 51.60 $ 10,251 2.3% 200 60.48$% 12,096 2.4% 18.0%
American Capital Strategies ACAS 340 46.26 $ 15,728 3.1% 3.4%
Bank of America BAC 390 46.15% 17,999 4.0% 390 53.39% 20,822 4.1% 15.7%
BHP Billiton Limited (ADR) BHP 350 33.42$% 11,697 2.6% 250 39.75% 9,938 2.0% 25.0%
Central European Distribution CEDC 300 40.18 12,042 2.7% 450 29.70$ 13,365 2.6% 11.0%
Charles River Labs CRL 250 42.37% 10,593 2.4% 250 43.25% 10,813 2.1% 2.1%
Community Health Systems CYH 425 36.52 $ 15,521 3.1% 10.5%
Eaton Corporation ETN 250 75.14 $ 18,785 3.7% -3.8%
Emulex Corporation ELX 500 19.79% 9,895 2.2% 500 19.51$ 9,755 1.9% -1.4%
Exxon-Mobil Corp. XOM 350 56.17 $ 19,660 4.4% 350 76.63% 26,821 5.3% 36.4%
FedEx FDX 125 108.62 $ 13,578 2.7% -7.4%
FPL Group FPL 375 54.42 $ 20,408 4.0% 37.8%
Intel INTC 850 20.25 $ 17,213 3.4% -3.2%
Johnson & Johnson JINJ 330 60.16 19,833 4.5% 330 66.02$ 21,787 4.3% 9.9%
Logitech Intl. LOGI 300 46.77 $ 14,031 3.2% 600 28.59% 17,154 3.4% 22.3%
Lowe's Companies, Inc. LOW 150 66.666 9,999 2.2% 300 31.15% 9,345 1.9% -6.5%
Microsoft MSFT 875 26.15 $ 22,881 5.1% 875 29.86$ 26,128 5.2% 14.2%
Norfolk Southern NSC 190 44.83% 8,518 1.9% 190 50.29% 9,555 1.9% 12.2%
Pepsico Inc. PEP 255 59.08 15,065 3.4% 255 62.55$% 15,950 3.2% 5.9%
Pfizer PFE 620 23.32% 14,458 3.2% 620 2590% 16,058 3.2% 11.1%
Procter & Gamble PG 250 57.88% 14,470 3.3% 250 64.27$ 16,068 3.2% 11.0%
Schlumberger SLB 280 63.16 $ 17,685 3.5% -5.4%
St. Paul Travelers STA 400 4467 17,868 4.0% 400 53.69% 21,476 4.3% 20.2%
Target Corp. TGT 240 54.97$ 13,193 3.0% 240 57.05% 13,692 2.7% 3.8%
Union Bank of Switzerland UBS 180 95.18% 17,127 3.8% 360 60.33$ 21,719 4.3% 26.8%
Walgreen Company WAG 400 4589 $ 18,356 3.6% 5.4%
Walt Disney Holdings Co. DIS 525 2397 12,584 2.8% 525 34.27% 17,992 3.6% 43.0%
StreetTracks Capital Markets KCE 275 67.01 $ 18,428 3.7% 11.5%
StreetTracks Regional Banks KRE 300 50.12 $ 15,036 3.0% 0.5%
S&P 500 Index SPDR SPY 157 141.69 $ 22,245 4.4% 2.7%
Affiliated Computer Svcs. ACS 125 59.18 7,398 1.7% -9.0%
Aladdin Knowledge Systems ALDN 650 17.22 11,193 2.5% 2.2%
Ambac Financial Group ABK 220 77.06% 16,953 3.8% 7.4%
Briggs & Stratton Corporation  BGG 300 38.79% 11,637 2.6% -10.8%
Citigroup C 400 48.53 $ 19,412 4.4% 4.0%
International Speedway ISCA 220 4796 10,538 2.4% 9.8%
iShares Nasdaq Biotechnology  IBB 4.3%
KeySpan Corp KSE 300 35.69% 10,707 2.4% 13.1%
Nike NKE 150 86.79 $ 13,019 2.9% -5.5%
Patterson-UTI Energy PTEN 500 32.95 16,475 3.7% -20.8%
Praxair PX 225 52.96 $ 11,916 2.7% 5.7%
SanDisk Corporation SNDK 350 62.82% 21,987 4.9% -13.4%
Syngenta AG SYT 17.8%
ValueClick VCLK 400 18.11$ 7,244 1.6% 35.8%
Vanguard Industrials VIPERs 0.5%
Windstream WIN 206 11.50% 2,369 0.5% 22.3%
Total Equity Portfolio $ 432,974 97.3% $ 503,513 99.8%
SCI Cash/MM Account $ 12,172 2.7% $ 1,087 0.2%
Active Portfolio Value $ 445,145 100.0% $ 504,600 100.0% 13.36%
Henry Fund Scholarship & Exps $ 385
Effective Portfolio Value $ 445,145 $ 504,985 | 13.440/9|
S&P500 (index change) $SPX.X 1,248.29 1,418.30 13.62%
S&P500 (YTD Dividends Return) 2.88%
S&P500 (YTD Total Return) 16.50%
YTD Fund Turnover 45.0%
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Nov. 30, 2006

Nov. 30, 2005

Beginning Fund Balance $ 440,168.57 Begigiund Balance $ 396,896.00
Cash Added $ - Cash Added $ -
Dividend Income $ 6,443.95 Dividenddne $ 4,992.00
Interest Income $ 43.82 Interesbime $ -
Total Income $ 6,487.77 Total Income $  4,992.00
Total Capital Gains, Net $ 56,528.90 T@apital Gains, Net $ 40,280.57
Taxes and fees $ 385.29 Taxes aesl fe $ -
Scholarship Appropriation  $ - Scholarship Appropriation $ (2,0am).0
Miscellaneous $ 30.54 Miscellareeou $ -
Ending Fund Balance $ 502,769.41 EndingdM@lance $ 440,168.57

A special thanks to all Henry Fund Managers foiitidedication and commitment to the 2006 Annuald®ep

This report is based on data obtained from soucoesidered to be reliable; it is not guaranteedoaaccuracy and does not purport to be
complete. This information is intended to assistha stock selection decisions for The Henry Fuart is not intended to be used as the
primary basis of investment decisions. Opinionsrexped herein are subject to change without nofies. Fund or persons associated with it
may own or have a position in any securities oestlments mentioned in this study, which positioly efzange at any time, and may, from time
to time, sell or buy such securities or investments
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