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From the investment Team

Dear Stakeholders,

As 2008 comes to a close and we reflect upon the sweeping cliaapfeave taken place in our global
financial system, we feel it our duty to convey the sincerest of thanks to those who have made it possible
for us to experience these events from the perspective of the investment manager. Though the financial
turmoil of this year made for an unprecedented and exceedingly difficult market environment, the Henry
Fund analyst team counts itself fortunate to have had the opportunity to learn under these arduous
circumstances.

Wedd first 1 i ke t o claskpmafegsorDentor,@ana éliehd. HbeiHgney,Fund eould

not be successful without his expert instruction, constant support, and tireless dedication. His enthusiasm
for the subject matter and the Fund were evident from the first class period in Jartharfrtal portfolio
rebalancing in December. We are better analysts because of him and we truly appreciate his efforts.

The investment team is also indebted to the Henry Fund Advisory Board. This group of alumni is
committed to the excellence of therig Fund experience, and dedicates its time each semester to provide
an invaluable real world environment and ensure our preparation for the professional world. Their
unwavering high standards and continuously insightful guidance have served to shimgetioa of the

fund and inspire creativity in our research. We are grateful for their service.

We are also particularly grateful for the continued support of the University of lowa Endowment. This

year the Endowment bestowed upon the Henry Fund #ipemsibility for $1 million of its large cap equity

portfolio. We are honored to serve as fiduciaries to such a prestigious institution.

Finally, wedd |li ke to thank Henry Royer and Henry B.
instrumentaltat he Fundbs creati on. Through their selfl ess a
tremendous and lasting impact on the students of the Henry Fund, the University of lowa MBA program,

and the Tippie College of Business.

To the aforementioned people angraat many others, the 2008 Henry Fund Analyst team is grateful for

an educational experience it will never forget. Never did we think it possible to learn so much in a short a
time. We thank you for the honor of managing the Fund

Sincerely,

The HenryFund Class of 2008



Fund Overview

The Henry Fund, named for its two founding benefactors, was established in the spring of 1994 to provide
University of lowa MBA students with a forum to blend academic rigor withweald portfolio

managemet experience. Henry Royer, Henry Tippie, and the University of lowa Foundation contributed
the initial $50,000 investment that established the Henry Fund. This year, the University of lowa
Foundation made an additional $1 million investment.

The HenryFund is an equity portfolio listed as an outside investment by The University of lowa

Foundation. The Fund is required to meet the same basic performance guidelines as equity accounts in the
long-term investment pool of The University of lowa Foundatiorkéeping with these requirements,

managers of the Henry Fund seek to achieve the highest level of return while assuming risks similar to
those of the S&P 500 index. The Henry Fund team, therefore, recommends a targeted portfolio of stocks
from a broad setf industries, investing in wethanaged, profitable businesses without unnecessarily
exposing the fund to economic or industry risks.

The Fund is divided into three separate accounts: active, passive, and cash. The active account, comprising
approxima¢ |l 'y 93. 3% of the Fundbs assets, currently consi s
account represents the primary measur ement of the ma
(6.7%) consists of holdings in two Capital Markets ETR$ @m S&P Index SPDR. The SPDR account is

maintained to provide liquidity and minimize cash holdings until a suitable investment can be found.

Historically, this account represents approximate?8 of the Fund assets. The Henry Fund scholarship

payments acessitate that The Fund keep cash in a money market account in order to meet its annual

commitment. This account also receives dividends and is used to pay brokerage fees and other expenses

incurred during the year.

The managers of The Henry Fund aredshts in the Applied Securities Management course (6F: 221 and

6 F: 222) at The University of | owaOb-semebtemcouysei8. Tippi e
limited to twelve students. Students are selected by blind review based on a reseatreppépation at

the end of the fall semester of the first year of the MBA program. The 12 analysts are assigned to one of 10
economic sectors: basic materials; consumer cyclical; consumer services; consunyeticak energy

and utilities; financial ervices; healthcare; industrials and transportation; technology; and
telecommunications. Because of the growing importance of financial services and technology, two analysts
are assigned to each of these areas to promote expanded coverage and widmatiwersi our holdings.

Each manager develops a fully integrated investment review, based ed@mo@pproach that

incorporates an extensive economic, industry, and corgpaegific analysis. Once the analyst evaluates

the value drivers of each indog he or she researches specific companies for potential investment. Each
security is modeled using a variety of valuation techniques including: discounted cash flow analysis (DCF),
economic value added (EVA), fundamental multiple analysis, and refatiltgle valuation.

Fund managers are expected to act as both sector analysts and portfolio managers, providing basic industry
research, proposing investment ideas and evaluating the ideas of the other managers. Investment
recommendations are presentethi® Investment Advisory Committee for review and then voted on by

The Henry Fund managers. In addition, the managers perform the administrative tasks of portfolio
management, including marketing the fund to outside donors and producing an annual report.

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 Scholar. It is approximately $1000 per $100,000 of the value of the portfolio.

The scholarshipisremea bl e f or a second year based on the studen
in scholarship money is transferred annually to the university cash account designated for Henry Scholars.

The goals of The Henry Scholar Program are to encourage and pephats for careers in investments

as well as to attract outstanding HeRfund candidate
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Fund Performance

The Henry Fund lost 49.51% of its value in 2008 compareddividend adjustetbss of 38.79% in the S&P 500

Index The average return in 2008 w&9.6%. Genentech was the only security with a positive return in 2008.
The security returned 14% since it was added to the fund in May. While the remaining securities posted negative
returns, some performed better than others. Sherwin Williams was down only 1.2% and Norfolk Southern was
down 11.7%. Thirteen securities iretfund saw negative returns of more than 5086llowing this section is a

brief narrative summary of individual sector performance. An expanded look at each sector can be found later on in
the report. It is important to note that the majority of tlwentent in this report was written following the
November month end close. Therefore, any reference to YTD or annual performance shall represent the time period
January 1, 208 through November 30, 280 Additionally, t he fisklown irStheo c kSt ¢
detailed sector sections has been prepared as of November 3wRBahe exception of the sector and security
portfolio positions which are based on closing prices as of December 3., 200

2008 Best Performers
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2008 Worst Performers

-90.0%
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Basic Materials:

The materials sector hass.48% weight in arr portfolio as compared t@ain the S&P 500 Index, representing a
relative overweight position @81.8%0. The S&P Materials Index was down 46%84inderpeforming the S&P
500. The Fun dShewindVdliiams €o.andh RHP dliton eteirned-1.2% and-29.9% respectively.
Strong performance from SherwiWilliams andhistorical performance from BHP Billitorled to the significant
overweight position in the sectorTrades were made in this sector during 2008. Shewiilams Co. was
purchased in May, the same month we exited our position in Alcoa.

Consumer Discretionary:

The consumer discretionary sector ha& &% weight in our portfolio as compared 8% in the S&P 500 Index,
representing a lative overweight positionof 11.09%. The S&P Discretionary Index was dow36.50%
outperforming the S&P 500 Index. Underperformance in the sector can be attibrgeessionargconomy and

soft sales results.But notably, he indés sector hol di ngs 8ltiDiseey tetlirved Gr ou p ,
16.6%,-28.3% and-30% respectively. All three of our holdings delivered better performance compared with S&P
index return 0£39.51%. As a team we decided that underweighting the discretionary sector was prudent in order

to minimize losses arising from poor consumer trends. We sold Walgreens and bought DirecTV in May.

Consumer Staples:

The consumer staples sector accountd@28% of aur portfolio as compared to 13.1% in the S&P 500 Index. Tis
sector has a relative underweigiosition 0f21.56%. The overall return for th8&P Consumer Staples Index was
2041%which wasabovethe S&P 500 return.Our current holdings are Central European Distribution, Procter &
Gamble and Safeway Inc. These companies returbe®%, -20.8%, and -27.2%, respectively. In May, we
trimmed our Central European Distribution holdings by selling 477 shares at $64.02. This was a very good trade for
the fund. We also purchased Safeway Inc and sold PepsiCo in May.

Energy/Utilities:

The energy sgor wasperformed slightly better than the S&P 500 Indeth a return of-35.66%. The current
weight of the energy sector in the S&P 500 Inde2490D3% and we hold a position of 11.4% which represents
relative underweight of 20.26. The utilities sectr in the S&P 500 Index has return&b.34%outperforming the
benchmark. Currently we hold4a5% position in utilities, whereas the S&P 50@éx weight for utilities is 4.2%,
representing a relative overweight of 7.22%.ur @nergy holdings haviead mked performance relative to the
benchmark with Exxon, Peabo@chlumbergerand Chesapeake Energy Corporapasting returns of14.1%, -
55.5%,-55% and-70.1%. In the utilities sector FL Group posted a return €81.®6 outperforming both the S&P
500 index and thesector index There were threéransactions in the sector as we purcha888 shares of
Chesapeake Energy, sold off 1&8ares oPeabody, and sold 200 shares of Nobfes a team we felt diversifying
our energy holdings to inclugeatural gasvould allow us to tap into growindemand foralternative energy



Financials

Our holdings in the financial sector currently represE®i% of the entire portfolio, which is underweighted
comparedo the S&P index weight of 134. The sector was hiitard this year The collapse of Bear Sterns and
Lehman Brothers and the bailout of AIG caused panic on Wall Street and rattled investors around tHehworld.
credit crisis worsened in 2008 and resulted inS&€ Financials index return e68.8% No hddings n the sector

had positive returns. Our holdings inclullimerican Capital StrategieBank of AmericaDeutsche Bank, Equifax,
Franklin Resources and Travelers Companies. Returns-8@&2o,-63.8%,-72%, -35.4%,-32.7%, and24.6%,
respectively. In May, the fund purchased a Vanguard Financials ETF in the hopes the financial sector would turn
around. At year end, the fund proposed sells of American Capital and Deutsche Bank. The fund also proposed
acquiring Banco Santander.

HealthCare

The heéthcare sector of the fund is slightly overweighted 4t3% of the portfolio. The sector performed well
compared to the S&P Healthcare index returr28t81%. Healthcare, typically viewed as a defensive sector, was

not immune to the 2008 economic csisind credit crunch. As a team, we tried to maintain a mesight for the
healthcare sector. The sector had the best overall performance in the &adihglthe way waGenentech with a

total return of 146. Johnson & Johnsand Forest Laboratorigmth beat the benchmark with negative returns of
14.1% and 32.7%, respectively. Other holdings included Charles River Laboratories, Pediatrix Medical Group, and
Stryker Corporation. Their returns we6.1%,-56%, and-46.5%, respectively.

Industrials

The Henry Fund currently has raarket weight i the industrials sector. Our holdings represel®h Iof the

portfolio, compared to the 11% weight in the S&P index. Norfolk Southern was the best performing stock in the
sector with a total return of 0%Eaton Corporation and FedEx Corporation were also in the fund for the entire year.
Both companies struggled for the year with Federal Express and Eaton Corporation both having a negative return of
18% and 50% respectively. These results are in line lwithder market sentiments are S&P 500 index. The fund

sold Hexcel Corporation in May and the stock is down 70% since then. The fund also added Honeywell
International Inc. in May. Since the transaction, shares of Honeywell have returned negative 51%.

Technology

The information technology sectbad atotal return 0f43.41% The Henry Fund is currently slightlynderweight

in the sector with 44.96% weight in comparison to the S&P 500 index weight of 15.10%. The fund sold Akamai
Technologies in the falThe fund also reduced its exposure to Microsoft and Oracle Corp. and invested in Google.

Telecom

The telecom sector had a goodayevith the S&P telecom index dow35.34% for the year. The funddés onl
telecom holding in 2008 was the iShares S&P @ldtelecom ETF. The sector was weighted at 3.16% representing

a relative 16.9% underweighfThere was a proposal to sell the ETF and acquire China mobile during the second

half of 2008.



Summary of Transactions

Security Ticker 12/31/07 11/30/08 Net Trade
Shares Shares shares

Akamai Technologies AKAM 1475 0 (1,475)
American Capital Strategies  ACAS 1020 0 (1,020)
Banco Santander STD 2700 2,700
Bank of America BAC 833 1813 980
BHP Billiton Limited (ADR) BHP 658 527 (131)
Central European Distribution CEDC 1192 1324 132
Charles River Labs CRL 710 0 (710)
China Mobile Limited CHL 330 330
Chesapeake Energy Corp. CHK 1358 1,358
Deustche Bank DB 307 0 (307)
DirecTV Group DTV 1230 1,230
Eaton Corporation ETN 505 661 156
Equifax Inc. EFX 1237 1237 -
Exxon-Mobil Corp. XOM 490 640 150
FedEx FDX 392 392 -
FPL Group FPL 925 925 -
Forest Laboratories Inc. FRX 850 850 -
Franklin Resources Inc. BEN 363 313 (50)
Genentech Inc. DNA 272 272
Google GOOD 110 110
Honeywell International HON 1090 1,090
Intel INTC 2625 2335 (290)
Johnson & Johnson JINJ 800 748 (52)
Microsoft MSFT 2125 2125 -
Noble Corp. NE 995 850 (145)
Norfolk Southern NSC 787 409 (378)
Oracle Corp. ORCL 3057 1987 (1,070)
Qualcomm Inc. QCOM 570 570
Peabody Energy Corporation BTU 890 850 (40)
Pediatrix Medical Group PDX 486 0 (486)
Procter & Gamble PG 705 560 (145)
Safeway Inc. SWY 1466 1,466
Schlumberger SLB 560 509 (51)
Sherwin-Williams Co. SHW 390 390
Stryker Corporation SYK 615 615 -
Travelers Companies TRV 804 804 -
Target Corp. TGT 860 860 -
Thermo Fisher TMO 830 830
Walt Disney Holdings Co. DIS 906 906 -
iShares S&P Global Telecomm IXP 600 0 (600)
Vanguard Financials ETF VFH 0 -

*(Bought and Sold 745 shares)



Economic Overview

Real GDP Growth Rate

After GDP numbers were restated this fall, something we have been predicting was proven. The economy has been
in a recession since 2007. Current GDP growth in 3Q 2008 was runnthg%tand we believe this reggye trend

will continue into the mid portion of next year with run rates of GDP growth ardutd%. The unknowns behind

this prediction continue to lie in housing. This is the first recession driven by the housing market and we remain
concerned that theconomy can recover before the housing market does. Despite the recent fallout of oil prices we
see consumer and corporate capital spending to continue to lag, at least to the midterm of 2009, possibly longer. We
also believe the global slowdown will alsontinue to drag on GDP growth; however we do see a resurgence long
term, with rates returning north of 2%. Our largest concern remains in housing as that is the starting place of much
of the recent negative trends in the economy.

Inflation

In October theconsumer price index declinetl.0% The decline in the cost of transportation and gasoline were

the primary catalysts behind that decline, which issthgle largest decline in consumer prices since the creation of

the index in 1947 The secondtraight record low recorded in the October inflation data confirms that the risk to the
economyfrom pricing has rapidly moved from that of rapid inflation to the disinflation that is now mtviaggh

the system.The core rate of inflation is quicklynov er gi ng on t h ezokeofd®s Evermygh | ed t ar g
further Fed rate cuts expected, we do not see inflation being a major issue in thershad the economy struggles

through its current downtown.

Unemployment

The unemployment rate roseasply in 2008 from under 4.7% at the start of the year to 6.7% in November. In the
most recent labor reportpnfarm payroll employment fell sharphs@3,000) and the unemployment rate rose
from 6.5 to 6.7% November's drop in payroll employment folladvdeclines of 403,000 in September and 320,000

in October. Job losses were large and widespread across the major industry sedok®iinber In 2009, we
foresee more job losses as the economy attempts to recover from the current recession. Unemalegro€B8%
are a definite possibility, especially of the U.S. car companies are forced to make massive layoffs.

Interest Rates

In the near term with both moderate growth expectations and moderate inflation expectations, we believe that
interest ratewill move little over the next-32 monthsparticularly short rate®Vith many investors more

interested in capital preservation than capital appreciation, treasuries have become a safe haven driving down
returns. The current Fed Funds target rate nesrati %1.00, however we do foresee further cuts on the horizon as
capital availability remains strained/e expect mild steepening at the long end of the yield curve to accompany the
end of the current cycle in mid late 2009We also foresee a tightewgjin the Fed Funds rate likely coming in the
back half of 2009 or early 2010 as potential inflation pressures return as a result of the recent easing of monetary

policy.

Qil Prices

The past year produced unprecedented movei pmices. After hitting an alltime high of $147 per barrel in July,
prices fell to near $40 per barrel in November. The primary reason for the drastic decrease in oil prices is the
decreased demand due to a synchronous global recession. As of November 30, 2008, oil gasafib per
barrel. We expecbil prices toaverage $8 per barrethroughout 2009 in part due to a forecast of flat global
demand for oil. We expecOPEC to continue to cut production levels, but this alone will not be a strong enough
catalyst to prpel oil back up to its summer of 2008 prices.
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Consumer Confidence

Consumer confidence is an indicator of future spending, as increases in confidence about the current and future state
of economy usually trigger increases in borrowing and spendingsumer spending accounts for more than two

thirds of the economy, dbis very importanto know howconsumersnight behave in the near futur€onsumer

confidence which had declined to an dlime low in October, improved moderately in Novemb&he Consumer
Confidencdndex now stands at 44.9, up from 38.8 in Octolidespite the increasthe indexstill remains at

historically low levels as rising unemployment, tight credit and volatile financial markets have taken a toll on
household budget3Ne expect consumer confidence to remain low during the first half of 2009, but begin to trend
upwards in the second half of 2009 as unemployment stabilizes and the credit markets ease.

Foreign Exchange Rates

Foreign exchange rates have great impact onthetbperating and financial performance of U.S. expoented
companies, companies that have significant operations overseas and foreign companies that are currently listed on
the U.S. stock market. The dollar has strengthened recently comparativedyenave feel much of this was likely

a flight to safety trade. With expectations of continued low interest rates and the large expansion of the money
supply, we fully believe the dollar will revert to its recent weakness and this will be a trend thatdhatto 2010.

Basic Materials 4.65% of the Active Portfolio
Analyst: Christopher Nelms 3.00% of the S&P 500 Index

The current holdings in the basic materials sector are BHP Billiton (BHP) and Siwithieoms (SHW). Entering

2009 we expect the global economy to continue to struggle as the full effects of the credit crunahskavdewn

in global growth and a corresponding slowdown in demand for basic materials. However, in our opinion, much of
this sbw down has already been priced into the market and priced into commodities. Over the last 12 months,
commodity prices have pulled back significantly, in some cases over 70%. These pull backs provide opportunities
in the basic materials sector, and wevdhgositioned our portfolio to take advantage of what we see as current
undervaluation. With a portfolio weight of 4.65%, theu n Ha8ic materials sector is 55.75% relatively over
weightedc ompared with the funddés S&P 500 benchmar k.

Of the 4.65% pofblio weighting, SherwiAWilliams and BHP Billiton make up an equal proportion of the sector.
While we foresee opportunities for undervaluation in the materials sector, our outlook of when the market will turn
around and buyers will reenter the spaceoime@nvhat clouded. In our opinion, Shershilliams is an extremely
defensive position, with BHP beingxtremelyundervalued. Our equal weighting in both securities provides the
portfolio with somewhat of a hedge against a large movement in either direttithe market were to continue to

sell off commodities, oil prices would likely continue to erode and increase the margins (profits) for Sherwin
Williams. On the other hand, a rise in oil prices would benefit the margins of BHP Billiton, and husinSher
Williams. Nonetheless, wstill see SherwirWilliams being undervalued even thdugs share price appreciated
while the rest of the market lost +40%.

Sherwin-Williams (SHW) 2.33% of Active Portfolio BUY Recommendation
Key Stock Statistics
Price as of November 30,200§ $58.93 Price/Earnings (ttm) 12.98
52-Week Price Range $44.5165 Price/Book 3.73
52-Week Return -16.97% Price/Sales 0.80
Market Capitalization (B) $6.59B ROA (ttm) 11.1%%
Shares Outstanding (M) 116.90 ROE (ttm) 29.4%%6

11



Institutional Ownership 76.9% 2007EPS $4.84
Beta .59 2008EPS (est.) $4.22
Dividend Yield 2.50% 2009EPS (est.) $4.39

SherwinWilliams Company (SherwiWilliams) was founded in 1866 and is a diversified coatings manufacturer
producing liquid and powder based paints, coatings, and varnishes for industrial, automotive, retail and specialty
purposes. In the mature phase of its life cycle, Shewilliams has paidout and consistently increased its

di vidend over the | ast 29 years. The companyds pri mal
America, but also maintain and recently expanded operations in The United Kingdom, Europe, India, and China.

The company divides itself into three distinct operating segments, the Paint Stores Group, Consumer Group, and
Global Group.

The Paint Stores Group operates 3,325 ShewWilliams retail outlets across the U.S. These outlets sell paints,
stains, coatingscaulks, applicators, wall coverings, floor coverings, spray equipment and related products. The
paint stores customers include: -Deyourselfers, professional painting contractors, home builders, property
managers, architects, interior designers, nearégmovators, and original equipment manufacturers. The retail stores
sell the coatings and equipment under several highly recognizable brands including: -Stdisvins®, ProMar®,
SuperPaint®, AL00®, Duron®, PrepRite®, Duration®, Master Hide®, Pro(dtz®s Clas s i ¢ 99 E,
Col umbi aE, and Express TechE.

Although the overall U.S paint and coatings market contracted in 2007, Sh&filiams expanded its retail stores

by opening 107 new stores and acquired 172 new stores through the acquisition of M.A. Brddes,&and
Columbia Paint & Coatings. During 2008, the company forecasts the addition of between 40 to 50 new stores. It
plans to continue to aggressively grow both organically and through acquisitions.

MABE,

BHP Billiton (BHP) 2.32% of Active Portfolio BUY Recommendation

Key Stock Statistics

Price as of November 30,280 $39.97 Price/Earnings (ttm) 7.64
52-Week Price Range $24.53- $95.61 Price/Book 3.02
52-Week Return -30.5% Price/Sales 1.93
Market Capitalization (B) $116.97 ROA (ttm) 21.58%
Shares Outstanding (M) 2840 ROE (ttm) 45.26/6
Institutional Ownership 5.80% 2007 EPS $4.68
Beta 1.53| | 2008 EPS (est.) $5.62
Dividend Yield 4.1% 2009 EPS (est.) $5.19

BHP Billiton and its subsidiaries produce a broad range of minerals including alumina, aluminum, copper, coal, iron

ore, nickel, manganese, metallurgical coal, oil and gas, and uranium, gold, zinc, lead, sliver, diamonds and recently
potash. Thecompgndé s di ver se miner al base makes it the | argest
whether the changing economics of any single commaodity.

Headquarter in Melbourne Australia; BHP has primary listings on the Australian (ASX), and London Stock
Exchanges (LSE) with secondary listings on the Frankfurt, Zurich, and Johannesburg exchanges. In addition, BHP
Billiton Limited American Depository Receipts trade on the New York Stock Exchange.

The company operates as nine separate Customer Sector Grouppaed wi th the companyds d
businesses.Many of these business segments are leaders in their individual fields, these sector groups include:
Petroleum Aluminum, Base Metals Diamonds and Specialty ProductStainless Steel Materialdron Ore
ManganeseMetallurgical CoalandEnergy Coal

12



Consumer Discretionary 8.89% of the Active Portfolio
Analyst: Xiaoyi Yuan (TGT, WAG, DIS, DTV, NWS) 8.00% of the S&P 500 Index

The Consumer Discretionary Sectocludes the following industries: Apparel/Accessories; Appliance & Tools;

Audio & Video Equipment; Auto & Truck Manufacturers; Auto & Truck Parts; Footwear; Furniture & Fixture;
Jewelry & Silverware; Recreational products; Texhlen Apparel; Tires and &ail Services. The current Henry

Fund Holdings in this sector as of November 30, 2008 are Target (TGT; Discount Retailing), DirecTV (DTV; Cable
& Satellite) and Walt Disney Holdings Co. (DIS; Media Broadcasting & Entertainment).

The Consumer Discretionasector performance is highly dependent on consumer spending, consumer confidence
and disposable income. The current weakening economy poses biggest challenge on the sector as consumers have
more concerns about their future income and are more reltictapénd on discretionary items. But notable the

Fun d 6 go-dateperformance in this segment was encouraging, as three of our current holdings all delivered
better returns than S&P index.

Given our projections of higher unemployment rate, lowesgorer confidence, shrinking credit line, and recession
going forward, we anticipate spending to slow down in the first half of the coming year. As such, we have decided
to reduce our position in the Consumer Discretionary. We decided not to acquireciesasid to sell part of

DirecTV. After executing the trades, we will remain the same holdings: Target, DirecTV and Walt Disney.

Target Corp. (TGT) 3.24% of the Active Portfolio HOLD Recommendation

Key Stock Statistics

Price as of November 30, 2004 $33.76 Price/Earnings (ttm 10.8
52-Week Price Range $25.26 $59.55| | Price/Book 2.08
52-Week Return -32.5% Price/Sales 0.43
Market Capitalization (B) $26.98| | ROA (ttm) 7.05%
Shares Outstanding (M) 752.8 ROE (ttm) 17.71%
Institutional Ownership 93% 2007 EPS $3.32
Beta 1.04| | 2008 EPS (est.) $2.97
Dividend Yield 1.8% 2009 EPS (est.) $2.82

Target Corporation (TGT) is the second largest discounter in the U.S., aftélaitalnd as of August 04, 2008 it
operates 1,680 stores across the country. Target is a relatboalepdiscount retailer compared with other discount
stores, with a focus on providing quality, fashion, private and exclusive brands products to consumers.

Target has experienced a tough year as consumers increasingly shift to shop in low price storesMi&e.\Wae

nat ur eSowdl| édddpdet er mi nes that Tar gMartduirgh lecedsien. Badsige sever
has come out .amé&slore sateddageasedidrecens quarters. In November, theteamsales

dropped sharply to a 10%. In addition, Target slowed its store expansion and suspended 10B share buyback plan to
weather a market downturn.

Although we expect Targetwillfac bi g chall enge in 2009, we still believ
it has continued to diversify its product |ine into co
stock price remains attractive compared with its compestitts forward P/E is about 12.7 much lower than industry

average. We believe the companyb6s stock has | imited do

recommend to hold Target.
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Walgreen Co. (WAG) Sold Position SELL Recommendation

Key Stock Statistics

Price as of November 30, 200] $24.74 Price/Earnings (ttm] 12.07
52-Week Price Range $21.28i $39.25| | Price/Book 2.01
YTD Return -28% Price/Sales 0.44
Market Capitalization (B) $25.87 ROA (ttm) 10.35%
Shares Outstanding (M) 989.27 ROE (ttm) 18%
Institutional Ownership 66.4% 2007 EPS $2.17
Beta 0.74 2008 EPS (est.) $2.26
Dividend Yield 1.7% 2009 EPS (est.) $2.51

The Wal gr een Co mpeemdyargessoperatoreof ratal drugstoréss Based in Deerfield, IL, the

company carries a legacy of serving as the neighborhood pharmacy that dates back to 1909. Walgreens operates
approximately 6,014 stores in 48 U.S. states and Puerto Rico. Teday,31.8 million people (~45% of the U.S.

popul ation) Ilive within 2 miles of a Walgreends store.

We are not confidersbout the drug store industry Walgreen competes in as the industry is characterized by low

bargain power, low margin, low growth and higbmpetition. he strong influence from both suppliers and

customers and competition from supermarkets and online stores make the industry less alttorctioneer,

Wal gr e e n Gsd earrengstowadsignificantly inthe last yearWe expected thisénd will continue in the

near future because of the limit of store expansion, intensified competition and squeezed profitmakgyrgian

has been overvalued for some time due to its predictable performance and the leading position in the industry. The

ove val uation | ed to the st agnthetompamhad expeneacedcaenegative Wal gr «
holding return 0f28% over the past 5&eeks.

Ultimately, we believewWa | gr eends r el ative good performancte in the
market and is reflected in its high stock price. Due to the structure of the industry, the movement of external forces,

and the | imited price appreciation potential, we recom
The Walt Disney Co. (DIS) 2.15% of the Active Portfolio HOLD Recommendation

Key Stock Statistics

Price as of November 30, 2007 $22.19 Price/Earnings (ttm) 9.92

52-Week Price Range $18.61 $35.02 Price/Book 1.31

52-Week Return -31.3% Price/Sales 1.12

Market Capitalization (B) $41.92| | ROA (ttm) 7.5%

Shares Outstanding (B) 1850 ROE (ttm) 14.04%

Institutional Ownership 66.8% 2006 EPS $2.28

Beta 0.88| | 2007 EPS (est.) $2.11

Dividend Yield 1.50% 2008 EPS (est.) $2.35

The Walt Disng Company, together with its subsidiaries, is a diversified worldwide entertainment company with

operations in four business segments: Media Networks, Parks and Resorts, Studio Entertainment, and Consumer
Products. The Company employed approximately 180p@@ple as of Septemi®r, 2008 The companyds a:
include ESPN, ABC network, and Disney parks.

Disney is a successful media and entertainment company and delivered impressive results in the past years. Like
many ot her medi a c ogufferedin thesrecenDacanonmecydowntuliaet congpény reported
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consensus of $0.49. Every division missed the estimation with Broadcast andhé-itwotprimary culprits. The

economi ¢

downturn has a

revenues and lower traffic at the Parks.

Il ready

had a

negative i

However, we believe Disney hasbatter capability to weather the market dowmn than its peers due tgery
limited exposure to advertisemefabout 20% of its revenuea drong cash position and a diversity of earning

base Ultimately,w e

DirecTV (DTV)

recommend AHal

3.49% of the Active Portfolio

do

Di sney6s

Key Stock Statistics

Price as of November 30, 2007 $22.01 Price/Earnings (ttm)| 17.03
52-Week Price Range $17.7- $29.1 Price/Book 4.19
52-Week Return -16.6% Price/Sales 1.29
Market Capitéization (B) $24.92 ROA (ttm) 10.6%
Shares Outstanding (B) 1.09 ROE (ttm) 25.01%
Institutional Ownership 55% 2006 EPS $1.35
Beta 0.93 2007 EPS (est.) $1.4
Dividend Yield 0% 2008 EPS (est.) $1.77

stock

BUY Recommendation

condi

mpact

The DIRECTYV Group is a worktbadng provider of digital television entertainment services in the US and Latin
American. It engages in acquiring, promoting, selling and distributing digital entertainment programming via

satellite to residential and commercial subscribers. In the U8s ibver 16.8 million subscribers as of 12/31/2007.
DirecTV has achieved significant growth in the past years due to successful implementation of its competitive
strategy which focused on HD technology, exclusive premium sports content, and utilizindogghoprovide
value added service. Since the company achieved the goal to provide the best customer experience in the industry,
DirecTV continues to attract new subscribers while maintaining high retention rate.

In 2008 DirecTV achieved steady growth oth revenue andet subscribersThe company continues to achieve
positive increase in net subscribers while its largest competitor Dish Network encountered a big drop in the same

peri od.

Going

forward,

we

have

its ability to capitalizeon the migration to HD.Therefore, we recommend to buy DirecTV.

News Corp. (NWS)

Not Currently Held

HOLD Recommendation

Key Stock Statistics

Price as of November 30, 2007 $7.9 Price/Earnings (ttm) 4.38
52-Week Price Range $5.43- $21.9 Price/Book .76
YTD Return -62% Price/Sales .63
Market Capitalization (B) $20.83| | ROA (ttm) 5.13%
Shares Outstanding (M) 2610 ROE (ttm) 16.82%
Institutional Ownership N/A 2006 EPS $1.82
Beta 1.05| | 2007 EPS (est.) $0.98
Dividend Yield 1.50% 2008 EPS (est.) $1.16

News Corporation is a diversified global media company with operations in eight industry segments, including
Filmed EntertainmeniTelevision Cable Network Programmin@irect Broadcast Satellite Televisiglagazines
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and InsertsNewspapers and Information ServicasdBook Publishing Fox Interactive Medilis assets include

Fox network, Myspace, Fox Intetave Media, Dow Jones, and Star Group. News operates in almost every segment

of media industry and is a well diversified media giant with half of revenue generated internationally.
Our interests in News are primarily from two features of the companyi<he company has been successfully

transforming itself into a mulinedia company. It has made significant progress on online media business. Fox

Interactive Media has the largest online network users in the U.S. The other is the company has sémceipre
mar ket gener al
business, we believe News has a solid business structure and big growth potential in the future.

However he weakening macroeconomic condlitspose big challenge on News outlook of FY2009. The impact of
economyon local TV and Newspaper advertising is bigger than expected. News Corp reported weaker than
expected Q1 results and provided FY09 guidance that was well below consensus estiG@tegser2ing income
is now expected to be down low to rtekns (implying $4.3B $4.6B), below adjusted fiscal 08 operating income

al most every

of $5.13 hillion.Due to the fear of recession, we decided not buy News at this time.

emer ging

mar ket . Al t hough

Consumer Stapleso.2sx of the Active Portfolio
Analyst: Joseph McSpadden 13.10% of the S&P 500 Index

The current Henry Fund Holdings in this sector as of December 14, 2008, are Central European Distribution
Corporation (CEDC), Procter & Gamble (PG), and Safeway Inc. (SWY). The ConStspées Sector in the S&P
500 Index has returne@0.41%, while our holdings have returné®.6%,-20.8% and27.2% respectively.

Many consumer staples companies are viewed as defensive holdings in a weakening or down economy. While the

consensus dstate is that the economy will remain gloomy through 2009, we have positioned the portfolio to be

able to both absorb losses if the market continues to fall, yet be able to gain significantly if the market rebounds in

the next six months. By holding CED®e are looking for an upswing in price as the markets recover because we

feel that the rapid decline in share price was due to trading activities and a market overcorrection during the summer
of 2008. With PG and SWY, we are looking for share price lgtabis both companies provide products and
[ l' i ves. When t

services that
perform well.

are staples in consumersbéb

Central European Distribution Corp. (CEDC) 1.60% of the Active Portfolio BUY Recommendation

Key Stock Statistics

Price as of November 30, 2008 $23.64 Price/Earnings (ttm) 13.98
52-Week Price Range $17.16$77.48 Price/Book 1.01
52-Week Return -55.6% Price/Sales 0.55
Market Capitalization (B) $2.15 ROA (ttm) 6.70%
Shares Outstanding (M) 46.21 ROE (ttm) 13.53%
Institutional Ownership 83.9% 2006 EPS $1.10
Beta 1.67 2007 EPS $1.65
Dividend Yield N/A 2008 EPS (est.) $2.98

Central European Distribution Corporation (CEDCPi® | andds | ar gest

integrated

spir

is produced at two distilleries in Poland and distributes the spirits through a country wide network. Shipments are
made on a nexdlay delivery basis to retail outlets through its 16 distrilbutienters and 76 satellite branches in the
country. The company distributes over 700 brands of alcoholic beverages consisting of spirits, wine and beer as
Products are available in approximately 39,000 outlets, includirtippdsf

well as noralcoholic drinks.

establishments, such as small and meesiza retail outlets, gas stations, duty free stores, supermarkets,-and on
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trade locations, such as bars, nightclubs, hotels and restauG#IXC has been focused on expanding its presence
in Hungary and Ruga and management has hinted that a move into the Ukraine should be expected in the next one
to two years.

We like the strategic moves to establish a presence in countries with growing economies and increasing demand for
premium vodka. s fAdusson devetoping a strong gigtributidn network in Eastern Europe is also
an astute move. We are also pleased to see that throughout all of the acquisitions, sales growth has been above 25%,

and both gross ahoperating margins have grownthe lastwo years.

However, we are concerned about the low rate of organic sales growth. A strategy centered around acquisitions is

ri sky and a

CEDCOs strong

PepsiCo (PEP)

unsuccessful
sales growth above 59%s this confirms the fundamental demand for the products.

presence in growing

Sold in May 2008

moyv e

SELL Recommendation

coul d

severely
Ultimately, we believe that
mar ket s

Key Stock Statistics

Price as of November 30, 2008 $56.70 Price/Earnings (ttm) 14.82
52-Week Price Range $49.74$79.79 Price/Book 1.91
52-Week Return -33.69% Price/Sales 5.08
Market Capitalization (B) $81.01 ROA (ttm) 13.32%
Shares Outstanding (M) 1,560 ROE (ttm) 35.21%
Institutional Ownership 68.10% 2006 EPS $3.06
Beta 0.63 2007 EPS $3.08
Dividend Yield 3.10% 2008 EPS (est.) $3.21

hurt CED

aggressi

PepsiCo is a global food and beverage company with an tiojenaresence in over 200 countries. PepsiCo
manufacturesmarkets and sells a range of salty and sweet gl@ined snacks and carbonated/noncarbonated
beverages. Through Quaker Foods North America, PepsiCo produces cereals, rice, pasta and othgrdohactded
PepsiCo is organized into four divisions.

Although PepsiCo holds a commanding position in the North Amerigad Internationalsalty snacks and
cartonated soft drinks (CSD) market, we sold PEP in May 2008 because of the impending commodityaedunc
impending skyrocketing grain and food prices. This moved proved to be wise, as our negative sentiment in the
commodity markets and its effect on PEPs earnings became a reality during the summer. Since selling this position,
PEP has lost 23.2% okimarket value

Procter & Gamble (PG)

5.11% of the Active Portfolio

BUY Recommendation

Key Stock Statistics

Price as of November 30,2008 $64.35 Price/Earnings (ttm)]  15.9
52-Week Price Range $54.92$75.18 Price/Book 2.8
52-Week Return 20.8% Price/Sales 2.1
Market Capitalization (B) $192.08 ROA (ttm) 8.3%
Shares Outstanding (M) 3,043.6 ROE (ttm) 17.1%
Institutional Ownership 61.0% 2007 EPS $3.35
Beta 0.72 2008 EPS $3.97
Dividend Yield 2.54% 2009 EPS (est.) $4.30

17



Procter & Gamble (PG) is a diversified consumer goods company that offers beauty, health, household care,
grooming and food products.In the 1990s, two businesses accounted for 85% ohallvalue created by P&G.

Today PG competes in over 22 different product categofe§&6s products are sold in mo
primarily through mass merchandisers, grocery stores, membership club stores and drug Hsnasncipal

markets mclude North America, Western Europe, northeast Asia, Latin America, central and eastern Europe/Middle

East and Africa, Greater China, and ASEAN/Australia/India.

We recommend a BUY position for Procter & Gamble (PG). PG is the number one householts mraipany
in the United States. Over the past five years PG has achieved average revenue growth of 13.8% through savvy
acquisitions and improved product mix. From high end cosmetics, fragrancesgiagtproducts, to paper towels,

PG hasawell diversf i ed product portfolio. The beauty division
al so accounts for the major it ytheokS. dtBging maskatlisenslonger A f act
limited to cremes and eye products. Themarkei s evol ving into total body car e,

in this area as a strong plus.

However, we are concerned that PG still relies on a majority of its sales from traditional staples products. In
addition PGderives alarge percentagef sales from Western Europe and the U.S, which are mature mafk@ts.

needs to grow its key businessesh as beauty, health and shavimtgrnationally Even though a numt
products compete in mature markets, we feel there is substantial lyr@etential in targeted areas and
internationally to warrant a BUY.

ConAgra Foods (CAG) Initiated Coverage - Not in Portfolio HOLD Recommendation

Key Stock Statistics

Price as of November 30,2008 $14.75 Price/Earnings (ttm)| 11.98
52-Week Price Range $13.52$25.59 Price/Book 1.35
52-Week Return -42.45% Price/Sales 0.62
Market Capitalization (B) $7.19 ROA (ttm) 3.43%
Shares Outstanding (M) 467.1 ROE (ttm) 8.79%
Institutional Ownership 81.1% 2007 EPS $1.27
Beta 0.62 2008 EPS $0.96
Dividend Yield 4.87%| | 2009 EPS (est.) $1.54

ConAgra is a food processing company that attempts to add value for customers in the retail, food, and ingredient
channels. The company operates three major segments: Consumer Foods, Food and Ingredients, and
International Sales. Within the Consumer Foods segment, major brands include ACT I, Banquet, Blue Bonnet,
Chef Boyar dee, Egg Beaters, Heal t hy @ddiwipcand Ordlle nt 6 s,
Redenbacher 6s. Wi t h i ngmenthmajorFooandd inciudedCogia iMils, eachb Westors s e
Gilroy Foods, and Spicetec. These brands are sold primarily to food processors. Withiterthetibnal Sales
segment, Congra sells the majority of their Consumer Foods brands in the international arena. Major international
markets forConAgra are North America (non U.S.), Europe, and Asia.

We recommend a HOLD position for CA&onAgra is going through a transitional petio which it is attempting

to control SG&A and COGS expenses by shedding certain lines of business and streamlining efficiency. If the
company is successful in completing this transition, share prices should rebound from currenrAlseeBonAgra

is positioned to fare well in recessionary times. With nearly 10% of sales being private label items1886 &5

these private label saléging in segments in which ConAgra does not compete, Qaniay see profits increase

when consumers begin to tradewn to generic brands. Consumers not eating outuah mill also bode well for
ConAgra, as these consumers will likely still want etsprepare meals to take homélowever, ConAra has

lower returns on investment and margins tlitanpeers, meaning stock price turnaround for the company will
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likely take longer than it;dustry counterparts when markets rebound. @paAsalsocurrently suffering from a
decline in profitability. We feel that the cost control mechanisms the company is puttingdaiceomay improve
this situation, but any gains in cost controls will not be sustainable in the long Térenefore, we recommend a
HOLD.

Safeway Inc. (SWY) 3.52% of the Active Portfolio BUY Recommendation

Key Stock Stiat

Price as of November 30,2008 $21.80 Price/Earnings (ttm)] 10.83
52-Week Price Range $17.19$36.00 Price/Book 1.43
52-Week Return -27.2% Price/Sales 0.22
Market Capitalization (B) $9.78 ROA (ttm) 6.81%
Shares Outstanding (M) 428.70 ROE (ttm) 13.92%
Institutional Ownership 90.80% 2006 EPS $1.94
Beta 0.8 2007 EPS $1.99
Dividend Yield 1.30% 2008 EPS (est.) $2.14

Safeway Inc. is a grocery store chain headquartered in Pleasanton, Califorttial , A48 stores at 2007 yeamd,

Safeway is one of the largest food and drug retailers in the United States. The majority of the retail operations are
located in California, Oregon, Washington, Alaska, Arizona, and Texas. Other significant operatiarth@mid

Atlantic region, the Chicago metropolitan statistical area, and Caffalae c ompany oper ates 178
Mi ddl e Atlantic States, 98 Dominickds in Il linois, 11:
and 303 Vons/Palbns in Southern California. The rest of the Safeway stores operate under the Safeway name in

the following divisions: Northern California (267), Portland (117), Seattle/Alaska (206), Vancouver (74), Alberta

(92), Winnipeg (56), Phoenix (114), and Den{i44).

We recommend a BUY on Safeway. altd other food retailers tend to be safer plays during times of economic
uncertainty, as people will continue to buy groceries and other food items, regardless of spendingAtsawer.
Safeway has experiencedualm success with its lifestyle format and itsréduction of fueling stations.
Management alswill dedicate the majority of its capital expenditures to the conversion of lifestyle stores and
fueling stations, further driving revenues and profitdsinally, ac c or di n g t o Yahoo! Finan
management is very strong, with a Corporate Government Quotient (CRQ) that is better. BanflS&P 500
companies and®%o of Food and Staples Retailing compani&oing forward, we are concerned withetfoal

retail industrybeingintensely competitive, leaving rivals to compete primarily on price. Safaasyeen able to
remain profitable while battling head-head with large and innovative firms such as \Malt, Costco, Whole
Foods, and Tesco. We see reason why thish®uld change in the near future and thus reiterate our BUY
recommendation.

EN ERGY 11.40% of the Active Portfolio

Analyst: Joseph Reed 14.30% of the S&P 500 Index

The current holmhgs in the energy sector are Exxon Mobil Corporations (XOM), Schlumberger (SLB), Peabody
Energy (BTU), Noble Corporation (NE), and Chesapeake Energy (CHK). This past year was marked by
unprecedented moves in oil prices, falling from their high of $14Jub6to their low of $40.81 in November. The
significant decrease over the last few months was primarily due to the expected decrease in energy demand resulting
from the synchronous global recession. As a result of the global recession, the energealtd significant

losses during the second half of 2008. Going forward, we expect global energy demand to remain flat during 2009
as economies across the globe recover from the economic downturn. However, we believe we hold solid names
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within the erergy sector that will provide the portfolio with substantial returns when the economic recovery occurs.
The fund started the year holding Exxon Mobil, Schlumberger, Noble Corp., and Peabody Energy and added
Chesapeake Energy in May. We felt we needediversify the sector and determined that a natural gas play
provided a promising opportunity. Natural gas is cheaper and cleaner than oil, and we expect substantial growth in
this space as the U.S. moves to cleaner sources of energy. Chesapeake Hrestgggisst natural gas producer in

the U.S. and will benefit from the increased demand for natural gas going forward. It is our belief that a substantial
amount of alpha will come from our energy sector holdings as the economy recovers.
necessary to position the sector for that recovery and plan to slightly overweight the energy sector going into 2009.

Exxon Mobil Corp. (XOM)

4.15% of Active Portfolio

Therefongl, tve f

HOLD Recommendation

Key Stock Statistics

Price as of November 30,20( $88.78 Price/Earnings (ttm] 8.70
52-Week Price Range $56.51- $96.12 Price/Book 3.25
52-Week Return -9.72% Price/Sales 0.88
Market Capitalization (B) $409.22( | ROA (ttm) 19.46%
Shares Outstanding (B) 5.9 ROE (ttm) 40.23%
Institutional Ownership 50.5% 2007 EPS $7.36
Beta 1.20 2008 EPS (est.) $8.21
Dividend Yield 2.00% 2009 EPS (est.) $8.85

ExxonMobi l is the worl dés | argest

i nt e ffamahe energeroof |

and

Exxon and Mobil in 1999. Both organizations were originally part of the Standard Oil Trust formed back in 1882
by John D. Rockefeller. ExxonMobil competes in every aspect of the hydrocarbon exploration, production and
supply chain. Th business is divided into three major operating units: Upstream, Downstream, and Chemical.

The

Upstream portion

of

Ex xon Mo

bil 6s

busi

ness

deal s

power marketing. Downstream refers to the refirind marketing of petroleum products such as motor fuels and
lubricants. The Chemical business unit holds leadership positions for some of the-\alyese and highest
growth petrochemicals in the world.

Exxon Mobilis expected to outperform the matkased on its financial strength, the diversity of its business, and
its ability to increase reserves at a rate higher than production and most of its competitors. Exxon Mobil is also
doing significant work towards reducing its costs, especially imefisery business, to help its boost its profit

margins.

Schlumberger (SLB)

1.82% of Active Portfolio

Key Stock Statistics

Price as of November 30,20( $50.74 Price/Earnings (ttm] 8.90
52-WeekPrice Range $37.24111.95 Price/Book 2.85
52-Week Return -39.65% Price/Sales 191
Market Capitalization (B) $49.15| | ROA (ttm) 14.96%
Shares Outstanding (B) 1.20 ROE (ttm) 35.39%
Institutional Ownership 78.9% 2007 EPS $3.46
Beta 1.51 2008 EPS (est.) $4.67
Dividend Yield 2.0% 2009 EPS (est.) $4.49

Schl umberger was founded in 1916 and

i s

HOLD Recommendation

t he

wor |l dés

project management and information solutions to optipea#ormance in the oil and gas industiychlumberger
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Oil field Services is the worl dbés premiere oilfield seil
the petroleum industry. WesternGeco is the largest and most technologically adsariaed seismic company.
Schlumberger Oilfield Services is run through its 29 oilfield services geomarket regions that are grouped into 4
geographic areas: North America, Latin America, Europe/CIS/Africa and Middle East & Asia. WesternGeco is the
world 6s | eading seismic company providing comprehensi ve
services.Schl umber ger 6s geographic diversification and supe
the oilfield services.

The maturatioof exi sting oil wel |l s wil. continue to drive de
more difficult to find and recover. Oil companies need to replace their reserves and Schlumberger is the largest
oilfield services company. We expect Schharger to have a solid 2009.

Peabody Energy Corp. (BTU) 1.90% of Active Portfolio HOLD Recommendation

Key Stock Statistics

Price as of November 30,20( $23.43 Price/Earnings (ttm] 9.35
52-Week Price Range $16.0088.69 Price/Book 2.27
52-Week Return -57.84% Price/Sales 1.13
Market Capitalization (B) $6.48 ROA (ttm) 6.52%
Shares Outstanding (M) 270.75 ROE (ttm) 31.34%
Institutional Ownership 77.30%| | 2007 EPS $1.60
Beta 1.78 2008 EPS (e $2.24
Dividend Yield 1.00% 2009 EPS (est.) $2.53

Peabody Energy Corporation is the largest coal company in the world. The company was founded in 1883 as a
retail coal suppler and entered the mining business in 1888. Peabody sold 2Wdh6tanis of coal to over 400

electricity generating and industrial plants in 20 countries during 2006. Their coal products fuel about 10% of all

U.S. electricity generation and 2% of worldwide electricity generation. The company has 10.2 billidrpraveio

and probable coal reserve€hina become a net importer of coal during 2007 and will further help the largest coal
producer in the worl d. Peabodybds mines in Australia
demand for coal coimtues to grow. The company is also investing money in the development wb-gze and
coatto-liquid technologies that will further benefit its stockholders.

We expect coal to remain the primary fuel for electricity generation for the foreseeabée flthile the company
does face headwinds on the environment al protection
operations will enable it to outperform its competitors.

Noble Corp. (NE) 2.08% of Active Portfolio HOLD Recommendation

Key Stock Statistics

Price as of November 30,20( $26.79 Price/Earnings (ttm] 4.48
52-Week Price Range $19.2368.99 Price/Book 1.34
52-Week Return -52.03% Price/Sales 1.98
Market Capitalization (B) $6.56 ROA (ttm) 18.55%
Shares Outstanding (M) 263.81 ROE (ttm) 33.24%
Institutional Ownership 82.10% 2007 EPS $4.52
Beta 1.48 2008 EPS (est.) $5.66
Dividend Yield 0.6% 2009 EPS (est.) $7.04
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Noble Corporation is a leading offshordlldrg contractor for the oil and gas industrythe companyperfornms

contract drilling services with fleet of 62 mobile offshore drilling units located worldwidEhe fleet consists of 13
semisubmersibles, three dynamically positioned drillships, d8ujas and three submersibleIhe fleet count

includes two F&G JLROOOE enhanced premium jackups and three deepwater dynamically positioned
semisubmersibles under constructioiThe companyhas secured customer contracts for these jackups and
semisubmersies. Approximately 886 of N o b | fleed is currently deployed internationally, principally in the
Middle East, India, Mexico, the North Sea, Brazil, and West Afriother operations include labor contract drilling

services and engineering and consgltservices.

The matur ati on

more difficult to find and recover. Oil companies need to replace their reserves and will need to explore deep waters
to do it. Given that the Noble fleet is shifting more towards deepwater drills, we expect Noble to remain a solid play

going forward.

of existing oi

Chesapeake Energy (CHK) 1.46% of Active Portfolio

wel |l s wil|l

HOLD Recommendation

Key Stock Statistics

Price as oNovember 30,200 $17.18 Price/Earnings (ttm 5.23
52-Week Price Range $9.8474.00 Price/Book 0.61
52-Week Return -56.45% Price/Sales 0.9
Market Capitalization (B) $9.67 ROA (ttm) 6.81%
Shares Outstanding (M) 581.3 ROE (ttm) 13.28%
Institutional Ownership 74.5% 2007 EPS $2.69
Beta 1.56 2008 EPS (est.) $3.48
Dividend Yield 1.30% 2009 EPS (est.) $4.66

Chesapeake Energy Corporation, an oil and natural gas exploration and production company, engages in th
acquisition, exploration, and development of properties for the production of crude oil and natural gas from

conti

nue

underground reservoirdt also markets natural gas and oil for other working interest owners in properties it operate.
The compans propertiesare located in Oklahoma, Texas, Alabama, Arkansas, Louisiana, Kansas, Montana,
Colorado, North Dakota, Nebraska, New Mexico, West Virginia, Kentucky, Ohio, New York, Maryland, Michigan,

Mississippi, Pennsylvania, Tennessee, Utah, Virginia, and Wyon#sgof November 30, 2008 hesapeake held
the crown of being the largets natural gas producer in the U.S. The compai.8a8 trillion cubic fee

equivalent of proved reserves and also oimterests in approximately 38,500 producing oil and naturairgdls.
The company was founded in 1989 and is headquartered in Oklahoma City, Oklahoma.

Chesapeake wiltontinue to benefit from thiacreasd demand fonatural gas. Demand is expected to increase by
22% over the next 25 years in part due to the fattiths the cleanest fossil fuel. The U.S. Department of Energy

also stipulates that 900 of the next 1000 U.S. power plants will use naturalNgasral gas will be a key

component to decreasing the dependence that the U.S. has on foreign oil,a tfprgst U.S. politicians.

FINANCIAL SERVICES

Analyst: Yuliya Ivanova and William Aldridge

The year 2008 was marked by the considerable downturn of the financial markets, started by the subprime crisi
the first half of the year, most of the stocks underperformed the market as measured by the S&P500 bench mark.

However, towards the end of the year the sector stabilized. It is still not clear whether the stock market will rebound

in the first or seand half of 2009, but it is strongly believed that Financials will be one of the leading sectors in the

recovery.
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American Capital Strategies (ACAS)  Sold Position SELL Recommendation

Key Stock Statistics

Price asof November 30,200 $3.80 Price/Earnings (ttm] NA
52-Week Price Range $3.751 43.94 Price/Book 0.54
52-Week Return -89.99% Price/Sales 2.48
Market Capitalization (B) $3.09 ROA (ttm) 4.84%
Shares Outstanding (M) 207.03 ROE (ttm) NA
Institutional Ownership 43.30% 2007 EPS $3.42
Beta 1.02 2008 EPS (est.) $ 3.65
Dividend Yield 28.20% 2009 EPS (est.) $4.13

American Capital Strategies is a closed end investment company targeting middle market private invéshaents.

a number of investment positives, including its diversified industry and business product exposure. While the stock
performs well in boom economies, its credit profile is considered to be too risky for our portfolio. There is little
information diseminated about the quality of the underlying portfolio, therefore it is not clear how reliable revenue
estimates are in these conditions. While it is beneficial for an equity fund to receive the high dividends from the
stock, it is also not clear if the mgpany would be able to continue paying the dividends, which violates one of the
basic aspects of the investment philosophy on the basis of which the stock was originally purchased. Therefore, the
investment recommendation is a SELL.

In November 2008, thenanagement of the company announced that they will not pay further dividends for the
remainder of 2008 and dividend policy will be revised at the end of each quarter. Additionally, the exposure to
disorderly markets could lead to rapid valuation deterimmatThis combined with quick entrance into new
investment products such as CMBS, distressed assets and fund management could lead to steepening of the learning
curve. The company is also exposed to currency risk because of its operations in two madiesutgo and US

dollar. It is believed that the company does not have a sound business model anymore and it is not a good fit for the
portfolio in the upcoming year.

Equifax (EFX) 3.30% of Active Portfolio Hold Recommendation
Key Stock Stiat
Price as of November 30,20( $24.32 Price/Earnings (ttm] 11.67
52-Week Price Range $19.38- $39.95| | Price/Book 2.15
52-Week Return -33.10% Price/Sales 1.56
Market Capitalization (B) $3.08 ROA (ttm) 8.68%
Shares Outstanding (M 126.60 ROE (ttm) 19.50%
Institutional Ownership 82.40% 2007 EPS $2.10
Beta 1.12 2008 EPS (est.) | $2.23
Dividend Yield 0.70% 2009 EPS (est.) $2.76

Equifax Inc is a top provider of Diversified Commercial and Professional SerVicesompany has a number of
investment positives, including its diversified customer base, good product mix, technology innovation and
geographical expansion. However, in the context of the slowing down economy, the investment recommendation is
Hold.

It is expected that part of the negative influence of slowing domestic economy will be offset by the currency
advantage of the weaker dollar and utilization of growth in emerging markets. Going into the future, growth will be
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mainly helped by the acquisitiasf TALX [a principal supplier of employment and income verification services],
organic growth and geographic extension. The main negative effects on growth will come from the weak mortgage
market and lower spending by financial firms to get new credit castbmers. The technological leadership of

Equi fax is widely known, as Informati onWeek Magazine
2007.

In the long run, Equifax plans to expand its operations in four target courRussia, Mexico, @ina and India.

The economic environment and the increasing need for information based services will be beneficial for the growth

in both the personal and commercial sectors. Increase in consumer awareness of identity theft and need to protect
creditinfomat i on i s believed to increase the demand for Equi
company fails to keep up with the shifting regulatory framework, substantial fines and punitive actions could occur.

The popularity of search engimdike Google pose a threat at Equifax, as they provide valuable tools for data

location free of charge.

Travelers Companies (TRV) 3.60% of Active Portfolio HOLD Recommendation
Key Stock Statistics
Price as of November 30,20( $4130 Price/Earnings (ttm] 7.41
52-Week Price Range $28.91- $58.57 Price/Book 0.97
52-Week Return -23.30% Price/Sales 0.95
Market Capitalization (B) $24.31 ROA (ttm) 2.54%
Shares Outstanding (M) 587.20 ROE (ttm) 12.49%
Institutional Ownership 85.80% 2007 EPS $ 6.86
Beta 0.51 2008 EPS (est.) $4.75
Dividend Yield 2.90% 2009 EPS (est.) $3.87

The Travelers Companies, Inc. was created by the merger of Travelers Property Casualty Corporation and The St.
Paul Compars, Inc in 2004. The holding is one of the oldest property and casualty insurance organizations dating
back to 1853, and today it is among the top 10 players in the industry. The headquarters of the company is situated
in St. Paul, Minnesota, but it alsa$ world wide operations in Canada, Great Britain and Ireland. The main
operating segments are: Business Insurance, Financial, Professional & International Insurance and Personal
Insurance.

The insurance industry in 2006 and 2007 was blessed with loaienscfrom catastrophes; however the slowing
economy caused the property and casualty sector to underperform the market. Despite the negative environment,
Travelers remains a strong player in the industry due to its diversified portfolio and improved ritinderivhe
apprehensions about the collapse of the financial sector might be causing negative sentiment around the whole
insurance industry, but it is believed that Travelers will be a valuable acquisition for a well diversified portfolio. The
combined ad claim ratio of Travelers in 2007 was 87.8%, one of the best in the industry, which signifies that the
company is making profits not only from its investment portfolio, but also on its insurance busirikedinancial

crisis which marked the stock mka&t in 2008, Travelers was one of the companies which was able to get minimal

hit by the negative market movements, and it is believed to be one of the survivors going forward. However, due to
the unpredictability of factors that shape the profitabiltgdscape of P&C companies, it is advised for the next
analyst to closely watch for climate and economic changes, which could deteriorate the performance of the group.

Deutsche Bank (DB) Sold Position Sell Recommendation
Key Stock Statistics
Price as of November 30,20( $36.88 Price/Earnings (ttm]| 8.03
52-Week Price Range $120.02- $159.76| | Price/Book 0.46
52-Week Return -71.40% Price/Sales 0.77
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Market Capitalizatior(B) $20.13 ROA (ttm) 0.10%
Shares Outstanding (M) 545.77 ROE (ttm) 5.32%
Institutional Ownership 18.50% 2007 EPS $15.82
Beta 2.05 2008 EPS (est.) $-0.69
Dividend Yield 12.50% 2009 EPS (est.) $3.60

Deutsche Bank operates asiaternational, universal money center bank. It has an established brand; however its
outsized exposure to leveraged finance relative to its more diversified peers has made it uniquely exposed to the
difficulties in the credit and equity markets. The bawés subject to a series of wridewns amounting to 7.2

billion euro in the past year and more wiitewns are expected to continue in the coming quarters. The current

recommendation is SELL.

Fifty seven percent of total revenues in 2007 came from cam@nd investment banking, while the rest comes

from stable, predictable sources like the global transactions business, asset management and private clients.
Deutsche Bank has satisfactory capitalization levels, which have been set to exceed theyrdgetatocapital
ratio of 8%9% under Basel Il in 2007. 3Q08 saw further improvement with the Tier 1 capital ratio increasing to
10.3% in line with the revised target of 10%. DB has proactively raised funds in the médlilamgterm bond
market and imetail deposits and for now is able to raise enough capital despite the current credit crunch.

However, DB is exposed to the deterioration of its leveraged finance and commercial real estate holdings. In the past
year , DB decl ar e dritecddwns? impmirniemts, and creifdiuationaagdjestments. Going forward,

it is expected that the size of wridewns will decrease, but they will still exist in the next several quarters.
Deutsche Bank no longer performs substantially better than its peéne current environment, which triggered

S&P to lower the credit ratings to 'AMR-1+' from 'AA/A-1+', after DB announced additional wrileo wn s

billion for 2Q08.

Deut sche Bank

6s stockS&kal®inden der per

of

az2.

over the past 6 months. The stock has dropped as low as 70%, with the SP500 decreasing about 35%. One of the
reasons why DB was able to still have positive earnings in 2008 is the stringent cost cutting. However, it is believed

that the cosfiexibility will not continue unless some internal restructuring is undertaken.

Banco Santander (STD)

2.50% of Active Portfolio

Buy Recommendation

Key Stock Statistics

Price as oNovember30,2008 $9.90 Price/Earnings (ttm) 6.96
52-Week Price Range $8.03- $22.20 Price/Book 1.25
52-Week Return -15.00% Price/Sales 1.86
Market Capitalization (B) $60.49 ROA (ttm) 1.02%
Shares Outstandin®) 6.25 ROE (ttm) 18.49%
Institutional Ownership 2.20% 2007 EPS $1.94
Beta 1.50| | 2008 EPS (est.) $2.24
Dividend Yield 6.40% 2009 EPS (est.) $2.52

Banco Santander is a leading provider of financial services ranging from retail banking to asset management. It is

the 8" larges bank in the world by market capitalization for 200he bank has operations in over 40 countries

around the world and it focuses its business model on retail banking, geographic diversification, prudent risk
management, efficiency and capital discipline

The group is one of the most geographically diversified banks in the world, with strong market positions in
commercial banking in most of the markets in which it operates (Spain, U.K. and Latin Am8aogégnder
derives 84% of its profit from retaildnking. Therefore, the future stream of earnings is highly predictable and is

based on a source of recurrent revenue, giving the company certain earnings Sabilégder transfers to new
markets the expertise it has built in Spain in risk managerpesduct development, organization and marketing
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by the sharing of common technology and the constant flow of managers among various group units. As a result,
the groupo6s e fthincomep af 44y2% iis @reiobthe (bestoasnbng international bgnkng the
Group a competitive advantage.

The group has high levels of capitalization according to international standards with BIS (Bank of International
Settlement) ratio of 12.7%, Tier 1 ratio of 7.7% and core capital of 6.288th its AA, Stable atlook rating

Banco Santander is one of the few banks that have better credit ratings, which also reflects their ability to borrow
money at a lower cost when the need should arise. Santander has no relevant selgigcthexposures. The
investment in stictured investment instruments, credit derivatives, and -basked securities is negligible.
Santander is able to balance the expertise from mature markets in Europe with the emerging market potential of
Latin America.

Bank of America (BAC) 3.00% of Active Portfolio Buy Recommendation

Key Stock Statistics

Price as oNovember30,2008 $16.25 Price/Earnings (ttm) 13.31
52-Week Price Range $10.01- $45.08 Price/Book 0.50
52-Week Return -64.59% Price/Sales 1.43
Market Capitalizatn (B) $64.64 ROA (ttm) 0.36%
Shares Outstandin@) 4.56 ROE (ttm) 4.05%
Institutional Ownership 56.20% 2007 EPS $3.30
Beta 1.26 2008 EPS (est.) -$0.28
Dividend Yield 8.60% 2009 EPS (est.) $1.13

The Bank of America Corpatian is a bank holding company that provides a range of financial services
domestically and internationally. The Companyds busi ne
further subdivided according to operational specialty. The thremdms lines are Global Consumer and Small

Business Banking (GCSBB), Global Corporate and Investment Banking (GCIB), and Global Wealth and Investment
Management (GWIM).

The GCSBB segment serves 59 million business and individual relationships in 32a8thtee District of
Columbia with 6,131 banking centers, 18,531 ATMs, a telephone channel, and an internet platform. Additionally,
the GCSBB provides credit card products to customers in Canada, Ireland, Spain, and the United Kingdom.

The GCIB segmenserves both issuer and investor clients that range from Business Banking clients to large
international corporate and institutional investor cl
channels: Business Lending, Capital Markets and AdyiServices, and Treasury Services. GCIB clients are
supported through offices in 22 countries strategically located to serve every major market in the world.

The GWIM segment provides customized banking, investment, and brokerage products to lotloriaktand
affluent individual clients. GWIM clients have access to services through three primary businesses: U.S. Trust, Bank
of America Private Wealth Management, Columbia Management, and Premier Banking and Investments.

It is our opinion thaBank of America will emerge from the Credit Crisis as one of perhaps two or three fully
integrated financial services companies in the United States. With the acquisition of Merrill Lynch, the company
now has access to a world class investment banking opertiiche that it never before enjoyed. The acquisition

of Countrywide Financial, while difficult and financially distressing in the near term, may provide the most
expansive mortgage lending platform in the United States when the fallout from the hoadkeg and the credit
markets have abated. It is estimated that Bank of America will have the ability to legitimately provide close to 25
percent of mortgages in the U.S. in the near future.
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Franklin Resources (BEN) 2.00% of Active Portfolio Buy Recommendation

Key Stock Statistics

Price as oNovember30,2008 $60.75 Price/Earnings (ttm 8.88
52-Week Price Range $45.52- $116.60| | Price/Book 1.95
52-Week Return -46.59% Price/Sales 2.29
Market Capitalization (B) $13.78 ROA (ttm) 13.73%
Shares Outstanding (M) 232.7 ROE (ttm) 22.05%
Institutional Ownership 48.2% 2007 EPS $7.22
Beta 1.35 2008 EPS (est.) $6.18
Dividend Yield 1.40% 2009 EPS (est.) $6.39

Franklin Resources is an investment management aaynihat is regulated as a bank holding company under the
Bank Holding Company Act of 1956, and is organized as a financial holding company under the-l&aahm

Bliley Act. Through wholly owned direct and indirect subsidiaries, it provides investmertgeraent and fund
administration services to opemd and closednd investment companies, high-mairth families, and individual

and separate accounts in the United States and Internationally. The company is listed on both the New York Stock
Exchange anthe London Stock Exchange under the ticker symbols BEN and FRK, respectively.

I'ts primary ASponsored investment product-iscomejandc| ude do
money market mutual funds, as well as other investment praihattare sold through the Franklin, Templeton,

Mutual Series, Bissett, Fiduciary Trust, and Darby brand names. As of 2007 fiseahgeéiie company had

$645.9 billion in assets under management and approximately 20.4 million billable shareholdesaeaddwide.

Over the past several years, net cash inflows have trended away from load bearing mutual funds toward actively
managed ndoad funds and index funds. Despite these changaséstor preference, the Franklin Resourttas

grown significanlty over the same time period, multiplying its assets under management and drastically increasing
operating revenues. The companyés resistance to downw
has been evidenced by their continued outperémce.

The financial downturn has been doubly difficult for asset managers as they have been hit by declining equity
markets and fund redemptions. However, we maintain our position in Franklin because of its inevitable rebound as
markets bottom and netflows again turn positive.

HEALTHCARE 14.30% of the Active Portfolio

Analysts: Gabriel Hilmoe & Anne Thimsen  14.00% of the S&P 500 Index

Certain subsectors of the healthcare industry have outperformed the market over the past year, including
biotechnology, research organizations and medical devices while pharmaceuticals continue to lag. We investigated
names in the sectors we expect to outperform in 2009, based on key drivers of stock performance.

This year, the Henry Fund paid close attentihealthcare. Typically viewed as a defensive play to economic

downturns, we evaluated the sector from all sides. We began with continuing coverage on Johnson & Johnson, a

heal thcare staple. Due t o ongoi nopmingpatent troubless weilookedi bi g ph
at Genentech, a largmp biotech company. The company has a-preltected portfolio and a strong pipeline. We

also researched Cardinal Health, a distributor of pharmaceuticals and medical supplies. Other companies we

continued coverage on include Stryker Corporation, Forest Laboratories and Pediatrix Medical Group. We also

initiated coverage on Thermo Fisher, a medical supply company, and Intuitive Surgical, a medical equipment

technology company with a track recorchigh growth.
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Johnson & Johnson (JNJ) Held March 13" Recommendation: HOLD
Key Stock Statistics
Price as of November 30, 200¢ $58.58 Price/Earnings (ttm) 12.97
52-Week Price Range $52.0672.76 Price/Book 3.54
52-Week Price Return -15.30%% PriceSales 2.51
Market Capitalization (B) $159.2 ROA (ttm) 12.25%
Shares Outstanding (B) 2.78 ROE (ttm) 28.24%
Institutional Ownership 66% 2007 EPS $4.42
Beta 0.55 2008 EPS (est.) $4.10
Dividend Yield 3.2% 2009 EPS (est.) $4.18
We held our currentps i ti on in Johnson & Johnson due to the compa

diversification, and strong dividend. JNJ is a mature company and, despite the 2008 patent expiration for its
blockbuster drug Risperdal, the company is expected to halvie performance in 2009. The Henry Fund feels JNJ

i s one of the

strongest

ABi g

Phar mao fi

rms and wil |l co

probably the most defensive company to hold in the healthcare sector. We added topmsitiiJin December,

2008.

Genentech

Purchased

April 9" Recommendation: BUY

Key Stock Statistics

Price as of November 30, 200 $76.60 Price/Earnings (ttm) 26.53
52-Week Price Range $65.6099.14 Price/Book 5.60
52-Week Price Return 13.61% Price/Sales 6.45
Market Capitalization (B) $81.8 ROA (ttm) 15.45%
Shares Outstanding (B) 1.05 ROE (ttm) 23.81%
Institutional Ownership 38.5% 2007 EPS $2.93
Beta 0.03 2008 EPS (est.) $3.10
Dividend Yield 0.0% 2000 EPS (est.) $3.67

We took purchasd Genentech in May due to its strong growth, continued innovation, and focus on key markets.

The companyébs

AHor i zon
diseases. The company has consistentlytbdate s e

20100

goal s.

out |l i
Genentechos

speci fic
key

goal s t
drug,

nes

treatment of breast cancer and is currently being tested for brain cancer. If approved, this could bolster Avistan

revenues, and

Genentechos

b ot tgamadelan acageisition bld for Genehtgech o f

t hi

at $89 per share. Genentech rejected the bid stating it was too low. Roche restated their bid at the original price and
is currently working on financing the acquisition. No closing date has been set and tisértha the bid will not

go through. Even with this potential risk, Genentech is viewed as a strong company with an excellent track record.
We expect Genentech to continue its stellar performance going forward.

Charles River Labs (CRL)

Sell September 22" Recommendation: SELL

Key Stock Statistics

Price as of November 30, 200 $22.80 Price/Earnings (ttm) 9.6
52-Week Price Range $19.9269.19 Price/Book 0.82
52-Week Price Return -63.32% Price/Sales 1.18
Market Capitalization (B) $1.63 ROA (ttm) 5.68%
Shares Outstanding (M) 67.82 ROE (ttm) 9.55%

28



Institutional Ownership 92% 2007 EPS $2.51
Beta 1.75 2008 EPS (est.) $2.48
Dividend Yield 0.0% 2009 EPS (est.) $2.76

We believeCharles River Laboratories lsgging in the Contract Resear@nganization industryThe company
operates in research models and preclinical seivasaling at Phase | of the clinical trials. Industry trends show
that outsourcing is on the rise, but most companies are focusing -atalgéedevelopment (Phased\). Charles
River will not benefit from these trends.

Forest Laboratories (FRX) Hold Oct. 22" Recommendation: HOLD

Key Stock Statistics

Price as of November 30, 200¢ $24.18 Price/Earnings (ttm) 7.91
52-Week Price Range $19.2342.76 Price/Book 1.87
52-Week Price Return -31.95% Price/Sales 1.88
Market Capitalization (B) $7.4 ROA (ttm) 16.08%
Shares Outstanding (M) 301.38 ROE (ttm) 26.86%
Institutional Ownership 92.7% 2008 EPS $3.10
Beta 0.74 2009 EPS (est.) $3.46
Dividend Yield 0.0% 2010 EPS (est.) $3.73

The Henry Fund maintained a hold on Forest Laboratories. The company is a specialty pharmaceutical
manufacturer specializing in niche markets such as Al z
drugs currently represit more than 80% of revenue. Two of these drugs face patent expiration in 2012. Forest
Laboratories has a deep latimge pipeline which is why we decided to hold the company. Assuming these drugs

receive FDA approval, their estimated peak revenudsiatilbe enough to make up lost revenues due to patent

expirations. Whil e we feel this is a Asafed hold now,
pi peline could be detrimental to the companyds stock p
Intuitive Surgical (ISRG) Not Purchased November 20" Recommendation: BUY

Key Stock Statistics

Price as of November 30, 200 $132.53 Price/Earnings (ttm) 26.46

52-Week Price Range $110.35357.98 Price/Book 4.53

52-Week Price Return -58.64% Price/Sales 6.43

Market Capitalization (B) $5.26 ROA (ttm) 16.66%

Shares Outstanding (M) 39.11 ROE (ttm) 20.44%

Institutional Ownership 80.3% 2007 EPS $5.08

Beta 1.5 2008 EPS (est.) $5.43

Dividend Yield 0.0% 2009 EPS (est.) $7.60

We believe Intuitive Surgical isn attractive company but, due to current market conditions, should not be

purchased at this time. Intuitive Surgical is the industry leader in robotic surgery systems. The company is a true

growth story with yeaoveryear revenue growth in excess 0#60 The companrelediewe, focus on n
minimally invasive procedures will see great benefits
currently heavily concentrated in urology. Failure to gain wider acceptance in surgical proegtiuFEsA

approval (general surgery and cardiothoracic procedures) could hinder future growth. Hospital spending has also
declined due to the current financial crisis. This decline in spending could have negative impacts on Intuitive

Sur gi cal o0es, which saveeamavesagd selling price of $.13 million.

29



March 13" Recommendation: HOLD

Stryker Corporation (SYK) Maintained

Key Stock Statistics

Price as of November 30, 200¢ $38.92 Price/Earnings (ttm) 14.57
52-Week Price Range $35.3876.89 Price/Book (mrq) 2.83
52-Week Price Return -46.29% Price/Sales (ttm) 2.44
Market Capitalization (B) $16.15 ROA (ttm) 13.09%
Shares Outstanding (M) 403.73 ROE (ttm) 21.02%
Institutional Ownership 53% 2007 EPS $2.40
Beta 1.07 2008 EPYest.) $2.87
Dividend Yield 1.00% 2009 EPS (est.) $3.32

Stryker Corporation is a leading medical product company that continues to maintain strong growth. The consistent
growth, along with the product diversification and the favorable demographigehdras the company positioned
well for the future. Shares were trading near our intrinsic value at the time of the report and a hold recommendation
was initiated. However, the stock decline over the past year is largely due to what we believerisabketad
capitulation. Shares of the company have traded down 47% YTD, however we remain holders as we view SYK as

leader in the medical devices space and likely will be an outperformer following some stabilization in the broader

market.

Apr. 9" Recommendation: AVOID

Cardinal Health Inc (CAH) Not Held

Key Stock Statistics

Price as of November 30, 200 $32.52 Price/Earnings (ttm) 9.43
52-Week Price Range $27.7962.25 Price/Book (mrq) 1.48
52-Week Price Return -45.09% Price/Sales (ttm) 0.13
Market Capitalization (B) $11.7 ROA (ttm) 5.75%
Shares Outstanding (M) 359.5 ROE (ttm) 16.85%
Institutional Ownership 87.0% 2008 EPS $3.80
Beta 1.02 2009 EPS (est.) $3.79
Dividend Yield 1.80% 2010 EPS (est.) $4.28

Cardinal Healthncorporated (Cardinal) is a leading global distributor of pharmaceuticals and medical supplies.
The company has recently been facing margin pressure within the supply chain services aedmwentiew this

as a major headwind for the stock. We originalhalyzed the stock to examine if CAH was positioned to take

advantage of the expanding drug distribution trends. We did see volume growth for CAH, however margins are
likely to remain tight as both producer and consumers are tightening spending budgetaggrin this credit

marketGi v e n
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we maintained a SELL on the stock and did not purchase any exposure. CAH could be strong name in the future;

ti me

howeverwe donét see that happening for some

year.

Thermo Fisher Scientific (TMO) Bought November 20" Recommendation: BUY
Key Stock Statistics
Price as of November 30, 280 $35.68 PricdEarnings (ttm) 14.14
52-Week Price Range $26.6562.77 Price/Book (mrq) 0.93

and
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52-Week Price Return -41.86/ Price/Sales (ttm) 1.34
Market Capitalization (B) $12.8 ROA (ttm) 3.58%
Shares Outstanding (B) 420 ROE (ttm) 6.30%
Institutional Ownership 95.%% 2007EPS $2.65
Beta 1.41 2008EPS (est.) $3.14
Dividend Yield N/A 2009EPS (est.) $3.43

Thermo Fisher Scientific (TMO), through its two primary brands, Thermo Scientific and Fisher Scientific, is a
premier provide of tools and services used in the research, analysis, discovery and diagnostics spaces. The shares
arecurrently trading neathe 52 week low, which we believe is unwarranted, particularly with opportunities in
China that are expected to comelimre in mid 2009. The company is currently trading at 15x our 2009 GAAP EPS
estimates. With manufacturing and global sales synergies just now being realized from the 2006 merger of Fisher
Scientific and Thermo Electron, we believe the shares should be tradidg at $8x19x FY09 GAAP EPS, with

more upside as the company expands a share repurchase program and continues making strategic asfguisitions.
view the current price of TMO as a great entry point for a stable nhame that maintains strong growth prospects.

Despite

concer ns

over

capital

spending

from

focus on consumables continues to drive sales growth and expansion in the Asia Pacific region.

Pediatrix Medical Group (PDX) Sold November 19" Recommendation: SELL

Key Stock Statistics

Price as of November 30, 200 $31.12 Price/Earnings (ttm) 8.4
52-Week Price Range $23.3672.51 Price/Book (mrq) 1.5
52-Week Price Return -52.7%% Price/Sales (ttm) 1.35
Market Capitalkation (B) $1.37 ROA (ttm) 11.2P6
Shares Outstanding (M) 45.6 ROE (ttm) 15.9%%
Institutional Ownership 99.0% 2007EPS $296
Beta 1.29 2008EPS (est.) $3.05
Dividend Yield N/A 2009EPS (est.) $320

cust omer s,

Pediatrix Medical Group (PDX) ighe leading domestic provider of neonatal, matefetal and pediatric
subspecialty care. Recently, PDX has made substantial acquisitions providing exposure to the anesthesiology
platform, which management looks to continue as part of its growth strategpatal births in the U.S. have
trended downward over the past yedtely driven by the recession, which continueo
Historically, overall births have continued trending downward f@rykars following recessions, which wdibee

will be case in the current environmeRecent performance in 3Q2008 was in line with lower consensus estimates;
however we believe continued pricing pressures and lower volumes may continue to drag on the stock. Despite
tla girgtegye vee oélieve thig presswre will linger in the near term. YTD the stock has
traded down55% and we remain spectators with a risk/reward that may not be favorable due to uncertainty in
patient volumes and future payor mix in the neonatal busi@gsn these concerns, we made the decision to exit

our position despite taking a sizeable loss. We believe PDX does have some upside in relation to its intrinsic value;
however we believe strongly that patient volumes and reimbursement concerns wiliedatiold the stock down.
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provide more upside.

INDUSTRIALS

Analyst: Sumit Mundhra

11.0% of the Active Portfolio
11.0% of the S&P 500 Index

Throughout the year, the macroeconomic data was pretty negative for the industrial manufacturers. While over the
last five month in 2008, the performance of stock market was dominated by the worsen credit crunch and economic
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recession in the economy. However during the year, we noticed a divergent performance amoniptustsigls.
For example, railroad companies did well because of the record oil prices during the second quarter of 2008.
Looking ahead in 2009, we estimale industrial sector will outperform the market.

Eaton Corporation (ETN) 3.11% of Active Portfolio Recommendation HOLD
Key Stock Statistics
Price as of December 12,2004 $44.50 Price/Earnings (ttm] 6.21
52-Week Price Range $3769-$99.66| Price/Book 1.06
52-Week Return -52% Price/Sales 0.49
Market Capitalization (B) $7.34 ROA (ttm) 6.08%
Shares Outstanding (M) 166 ROE (ttm) 19.52%
Institutional Ownership 83% 2007 EPS $6.75
Beta 1.42 2008 EPS (est.) $7.65
Dividend Yield 2.00% 2009 EPS (est.) $7.76

Eaton is a large diversified manufacturer in the world. The company has five business segments, electrical systems
and components serving for power quality, distribution and control; hydraulic systems dedisgial, mobile,

and aircraft equipment; aerospace products and services for cockpit interface and circuit protection, motion control,
propulsion suksystems and air distribution; intelligent truck drive train for safety and fuel economy; and automotive
engine air management syst ems. The downside factors
business. Due to the reduction in the annualized automotive sales in US by around 35% in October and November of
2008, automotive segment might dashrinking revenues in 2008 and 2009. However with the acquisition of the
Moeller Group and Phoenixtec Power Company in the electrical segment, Eaton is expected to easily overcome the
weakness in the automotive segment. Growth in the electrical, hyrdranld aerospace segments in 2009 will help
Eaton to outperform the industry sector. So our recommendation for the company is HOLD.

Hexcel Corporation (HXL) 0.0% of Active Portfolio Recommendation SELL
Key Stock Statistics
Price af December 12,2008 | $7.31 Price/Earnings (ttm)| 7.54
52-Week Price Range $5.3026.73 | Price/Book 1.30
52-Week Return -70.00% Price/Sales 0.49
Market Capitalization (M) $703.95 ROA (ttm) 8.53%
Shares Outstanding (M) 95.81 ROE (ttm) 21.42%
Institutional Ownership 92% 2007 EPS $0.65
Beta 2.00 2008 EPS (est.) NM
Dividend Yield NM 2009 EPS (est.) $1.03

Hexcel Corporation is the producer of advanced structural materials for the manufacturing of aircrafts, wind turbine
blades,and body armor, etc. To focus its resources on the core business of aerospace, Hexcel divested its business
units and facilities serving electronics and industrial customers. Meanwhile, the company actively expanded its
manufacturing capacity in Europeand other international markets to capitalize the booming demands, especially

the demands from commercial aircrafts and wind energy markets. However, there are a few risks inherent in this
company such as concentration of revenues in the hand of 2 majomeus (Boeing & Airbus, 47.39%) makes

Hexcel Corporation vulnerable to delays in the delivery schedules of aircrafts from Boeing and Atdius.
justifying a hold recommendation, we predicted the future growth rates from 2008 to 2014 in Commercial
Aerogace segment to be 30, and in Space & Defense and Industrial segments to be 15%. These growth rates
correspond to 225.5% growth in revenue between 2008 and 2014. We strongly believe that these growth rates are
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non-attainable. Owr recommendation for theompany isSELL since we believe Hexcel will continue to
underperfornthe market for 200@8nd beyond.

Honeywell International Inc. (HON) 3.31% of Active Portfolio Recommendation BUY
Key Stock Statistics
Price as of December 12,2008| $28.95 Price/Earnings (ttm)| 7.83
52-Week Price Range $23.2462.99 | Price/Book 2.17
52-Week Return -51% Price/Sales 0.56
Market Capitalization (B) $21.03 ROA (ttm) 7.36%
Shares Outstanding (M) 764.5 ROE (ttm) 31.18%
Institutional Ownership 80% 2007 EPS $3.20
Beta 1.007 2008 EPS (est.) $3.76
Dividend Yield 1.10% 2009 EPS (est.) $4.24

Honeywell Corporation Inc. is a diversified technology and manufacturing company that operates in four business
segmentd Aerospace, Automation and Contr®blutions, Specialty Materials and Transportation Systems. The

Aerospace segment provides integrated avionics, engines, systems and services solutions to aircraft manufacturers,

airlines, business and general aviation, military, space and airport opsrailibe ACS segment provides

environmental and combustion controls, sensing controls, security and life safety products and services, and process

automation and building solutions and services for homes, buildings and industrial facilities. The Spatéigisvi
segment provides high performance specialty materials including fluorine products, specialty films and additives,
advanced fibers and composites, intermediates, specialty chemicals, electronic materials and chemicals, and
catalysts, adsorbents,@gment and technologies for the petrochemical and refining industries. The Transportation
systemsegment provides engine boosting systems for commercial vehicles and passenger cars.

HON completed several successful acquisitions in the recent yearsanésldne of them. UOP caters to refining

and petrochemical and gas processing industries. As per the company annual report, UOP developed 31 of 36 major
refining technologies used by the industr ysgasadideasy and

produced using UOP technology. UOP also has a strong presence in India and China. We expect continued margin
expansion in the SM segment coming from UOP.

Increase demand for sensors and MRO activities will drive the domestic growth foiIS&G15g demand from the
emerging economies including China and India provide excellent growth opportunities for the ACS in 2008 and
beyond. Honeywell introduced 300 new products and completed 8 new acquisitions in 2007 alone to more than
offset the impact foa slowdown in the residential home construction in US. We expect ACS to continue to provide
tremendous growth opportunities in the future.

High diversity in business segments and geography makes Honeywell capable of doing well even in the slowing
US ecommmy. High organic growth and new product introductions are driving growtddoeywell. Because of its
innovative products, Honaell is successful in passing ahigher cost of raw materials onto its customers thereby
maintaining higher profit margins. $\expect HON to significantlgutperform the sectan the next 12 months.

TECHNOLOGY 16.07% of the Active Portfolio

Analysts: Venkat Kasthala and Meenakshi Ramasamy 15.10% of the S&P 500 Index

The Technology Sector underperformed 88&P 500 in the year 2008. Year to date through DecemBepass,

the NASDAQ index posted a 40.96% decline as compared to a 39.21% decline by the S&P 500 itself. This is
because of the deteriorating economic conditions throughout the year and in ami@pdecrease in IT spending

by the corporations
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When we inherited the Fund from the class of 2007, the portfolio included four technology holdings: Akamai

(AKAM), Microsoft (MSFT), Intel (INTC), and Oracle (ORCL). During the firkalf of the year, wewere

comfortable with these four stocks because of their market leader position and competitive advantage. As the
economic conditions deteriorated, our investment philosophy was to take positions in large companies, which have

sustainable competitive advage and significant cash reserv@#e believe that companies of this kind remain
relatively immune to further slowdown in the economy and bounce back in case of an economic rékaveay.
t h e me commadiizatiore of apffitenti disticbutienangtvankg

di dnot

fidt into this

comp

businessWe analyzed various companies that fit this investment philosophy and decided to add Google. Microsoft,
Intel, and Oracle continue to be held in the portfolio.

Microsoft Corp. (MSFT)

4.30% of Active Portfolio

Hold Recommendation

Key Stock Statistics

Price as of December 12, 200 $19.36 Price/Earnings (ttm] 10.23
52-Week Price Range $17.5036.72 Price/Book 5.20
52-Week Return -45.60% Price/Sales 2.83
Market Capitalization (B) $173.79 ROA (ttm) 23.04%
Shares Outstanding (B) 8.98 ROE (ttm) 54.06%
Institutional Ownership 60.80% 2007 EPS $1.89
Beta 1.07 2008 EPS (est.) $2.00
Dividend Yield 2.40% 2009 EPS (est.) $226

Microsoft develops software for a wide range of uses including operating systems, productivity tools, business

applications, enterprise infrastructure, Internet, gaming, and entertainMienosoft dominates the operating
system and server & toolsarket, enjoying a market share of over 90% and 60%, respectifielpsoft operates

in seven segments; Information Worker, Microsoft for Business, Mobile and Embedded, Home and Entertainment,

MSN, Client, and Server and Tools.

protected from a protracted downside slide by all their operating units.

We believe thaMicrosoft's worldwide installed base for Windows upgrades will provide growth for many years and

It has a great amountvefdification inherent in the company, and is

S0 we expect these segmeto bring steady sources of revenue and help Microsoft invest in high growth segments

such as online advertising.d di t i on al | lyare reMirchasaongrambupprss EBS growth. We expect the
share repurchase program to continue as the compamythorized to repurchase sharestw@31.6 billion until

2011.

Microsoft recentlyannounced a shift in its stance on technology interoperability and commitment to open standards.

We viewthis as a good move because this will help Microsoft to come thpinviovative productand dso reduce
legal and antitrust finedVe

bel

i eve

t hat

Mi crosoft o

share repurchase program will deliver solid retdonsnvestorsin the future.

Google Inc.

S sustainabl

3.50% of Active Portfolio Buy Recommendation

Key Stock Statistics

Price as of December 20, 20( $315.76 Price/Earnings (ttm]  19.07
52-Week Price Range $247.3-716.0 Price/Book 3.44
52-Week Return -53.91% Price/Sales 4.51
Market Capitalization (B) $99.30 ROA (ttm) 14.35%
Shares Outstanding (Mil) 314.59 ROE (ttm) 20.82%
Institutional Ownership 80.10% 2007 EPS $16.56
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Beta 1.64| | 2008 EPS (est) | $19.41
Dividend Yield N/A | | 2009 EPS (est) | $21.72

Goggle is a global technol ogy | eader focused on i mprovi
innovations in Web search and advertising have made its Web site a top Internet destination and its brand one of

the most recognized in the worlth essenceGoogle is a searebngine and it maintains an online index of

websites and other content. This is made freely available to all users who can access a computer via the Internet.
While this activity by itself does not generate revenues, Google #arresenues from businesses that utilize

Googl eds portal for online advertising to access mil i

Google's basic strength is its cp&r-click business model in which advertisers pay for the ad only if the customer

clickson the ad. Google uses the customerdés search result
and displays the ads alongside the search results. This helps businesses advertise only to their targeted customer
base and increase their R@oogle is able to maintain its dominant market share in search business because of its
superior algorithms and strong advertising technologi e

Given Googlebs emphasi s on iemerging markets we felt that Geogldwasawell i t s
poised to perform extremely well in both the short and the long Bespite huge investments, Microsoft and

Yahoo failed to increase their market share in search business. To diversity its revenue stogéarhds ventured

into different areas such as Android, Google Apps, Graphic ads and online video. Keeping in mind the dominant
market share, competitive advantage, and growth prospects for online advertising, we believe that Google stock is
trading at clkeap valuations. Henceie proposed a Buy rating on this stock.

Akamai (AKAM) Not in the Portfolio Sell Recommendation

Key Stock Statistics

Price as of December 1, 2007 $14.54 Price/Earnings (ttm] 19.11
52-WeekPrice Range $9.25$40.90 Price/Book 1.58
52-Week Return -58.00% Price/Sales 3.13
Market Capitalization (B) $2.46 ROA (ttm) 8.67%
Shares Outstanding (M) 169.15 ROE (ttm) 10.11%
Institutional Ownership 83.50% 2007 EPS $0.76
Beta 1.68 200 EPS (est.) $161
Dividend Yield N/A 2000 EPS (est.) $1.73

Akamai Technologies Inc. is the worlds leading Content Delivery Network and Application Delivery Network
provider, with an eghated 70% of the market sharek a ma i @nd Dellvery Network optimizes the speed and

reliability of daa transfer over the InterneAk amai 6 s revenue comes from commi:tt
Aburstingd (bandwidth usages above the contracted amou

Huge demand for online advisihg, richmedia and Ecommerce has enabled Akamai to deliver strong operating
results in the last five years. Growth opportunities in the CDN business and decrease in hardware costs has brought
new entrants into this business. Akamai, being the only profitable egnipahis business used to provide services

at a premium price. The commoditization of CDN business will force Akamai to decrease its prices significantly.
Another investment risk is the uncertain demand outlook for customers engaged in emerging tneglpkstke

Web 2.0, social networking and softwaaga-service.

Our recommendation is to sell this stock as there is huge uncertainty in the pricing and do not recommend to buy
this stock until there is a clear segmentation of the market betweeradilad service and commaodity offerings.
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Infosys Technologies (INFY) Not in the portfolio Buy Recommendation

Key Stock Statistics

Price as of December 1, 2007 $24.22 Price/Earnings (ttm] 11.49
52-Week Price Range $21.10-$50.12 Price/Book 4.06
52-Week Return - 45.48% Price/Sales 3.12
Market Capitalization (B) $14.35 ROA (ttm) 30.92%
Shares Outstanding (M) 572.50 ROE (ttm) 35.98%
Institutional Ownership 17.00% 2007 EPS $2.04
Beta 1.60 200 EPS (est) $2.32
Dividend Yield 1.68% 200 EPS (est.) $2.64

Infosys is India's second largest software company and is recognized globally for itsclassldnanagement
practices and work ethics. The company has been at the forefront of the grawghrafian IT sector over the past

few years, outperforming its peers. The company providegceadd business solutions that leverage technology
for its clients, including technical consulting, design, development, product engineering, maintenance, system
integration, packagenabled consulting, and implementation and infrastructure management services.

We expect companies to cut costs aggressively in the recessionary environment and the demand for outsourcing
could increase. The company has added 40 cleents during the second quarter and posted 16.7% increase in
revenue. Despite strong results, we do not expect Infosys to be immune to global economic slowdown. Due to
deteriorating economic conditions, Infosys' customers could reduce IT spendiremagdtiate the billing rates.

Although attrition rate of 13.4% is a concern, we do not see it as a significant risk as there is no dearth of young IT
engineers in India. We expect the company to successfulligkléés business model by shifting itsvremues from
US to other geographic regions such as Europe and Asia.

We remain bullish on the growth prospects of Indian IT services industry and Infosys, with istdodipg client
relationships, high repeat business levels and highly competengemaeiat will benefit from this trend. However,

we do not expect Infosys to replicate the stellar growth rates of the past because of global economic slowdown,
pricing pressure and wage inflation. We believe that Infosys is trading at distressed valuatimmened to

buythe stock.

Oracle Corp. (ORCL) 5.40% of Active Portfolio Buy Recommendation

Key Stock Statistics

Price as of December 15, 20 $16.84 Price/Earnings (ttm] 15.31
52-Week Price Range $15.1 23.62 Price/Book 3.64
52-Week Return -20.57% Price/Sales 3.74
Market Capitalization (B) $86.79| | ROA (ttm) 12.76%
Shares Outstanding (B) 5.15 ROE (ttm) 27.68%
Institutional Ownership 60.20%| [ 2008 EPS $1.13
Beta 1.1 2009 EPRS (est.) $1.30
Dividend Yield N/A 2010 EPS (est.) $1.47

Oracle is one of the leading enterprise software companies that develops, manufactures and distributes database,
middleware and applications software. Oracle operates in two businessey saftvere and services, which are
further divided in to five operating segments. The software business is divided in to: (1) new software licenses (2)
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software updates and product support. The services business is comprised of (1) Consulting (2) Oramk(Band
Education. The software business brings in 79% of revenues and the services business brings in 21% of revenues.

Oracle has been the market leader in database segment and is also expected to gain more market share from IBM in
this segment. Oraclis in the second position behind SAP in the applications segment and it had a 65% growth in
the year 2007. Oracle will be in the second position in Application and middleware software behind Microsoft after
acquiring BEA in March 20080racle is believedot be insulated from economic downturns because of its strong
global presence and vertical diversification. Oracle is vertically diversified and it has presence in domains ranging

from retail to financial services.

Oracle is a high growth company that be#s in the mantra of inorganic growth andasproved over the years

that it can show sustainable inorganic growth. Oracle has acquired a stream of companies like BEA, Captovation,
and Empirix in 2008 and is also expected to acquire more companiegravénits market share in all its segments
eadership
strong performer. We recommendBlY ¢ because we believe that Oracle will continue to bmperformer.

of operation.

Intel Corp. (INTC)

Or acl eds

3.90% of Active Portfolio

mar ket |

Key Stock Statistics

Price as of December 15, 20( $14.75 Price/Earnings (ttm] 11.75
52-Week Price Range $12.0627.47 Price/Bmk 2.11
52-Week Return -43.90% Price/Sales 2.05
Market Capitalization (B) $82.04| | ROA (ttm) 13.18%
Shares Outstanding (B) 5.56 ROE (ttm) 18.36%
Institutional Ownership 65.00%| | 2008 EPS $1.19
Beta 1.21 2009 EPS (est.) $1.11
Dividend Yield 3.80%| | 2010 EPS (est.) $1.19

Hold Recommendation

n

the dat aba

Intel Corporation was established in 1968 and is headquartered in Santa Clara, California. Intel is the world's largest
semiconductor chip maker and it produces microprocessors, motherboards, flashy machasther wireless

connectivity products.

The decrease in average selling prices of microprocessors due to the expansion in lower priceghdiaféenti
Intel in the future and th has squeezed the gross margins. The gross margin percentage rdlatinea007
compared to 2006. The price wars between Intel and AMD might start squeezing the overall profitability of the IC

segment.

Intel is marching towards its goal of becoming the preeminent provider of semiconductor chips for the world. An
amalgamof factors like leadership in silicon technology, superior customer orientation, launch -gfemexation

micro architecture , proliferation of the internet, shift from desktop microprocessors to mobile microprocessors,
tremendous opportunities in Asiacific, and divestiture of NOR flash memory assets to Numonyx reinforces the
belief that Intel hasarodyut ur e. We

for the stock.

Garmin Ltd. (GRMN)

Not in the Portfolio

feel t hat

t he

Key Stock Statistics
Price as of December 15, 20( $19.87 Price/Earnings (ttm 4.80
52-Week Price Range $14.40 107.26 Price/Book 1.85

shar e

Sell Recommendation

S

under val
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52-Week Return -81.17% Price/Sales 1.08
Market Capiélization (B) $4.02 ROA (ttm) 20.73%
Shares Outstanding (Mil) 202.53| | ROE (ttm) 42.78%
Institutional Ownership 27.0%| | 2008 EPS $3.68
Beta 1.59 2009 EPS (est.) $3.80
Dividend Yield 3.80%| | 2010 EPS (est.) $3.92

Garmin is a leadig manufacturer of Global Positioning system and is the US market leader in the Portable

Navigation Device segment. Garmin designs and manufactures navigation devices for the aviation, marine, fitness,

automotive, mobile electronics and wireless applicati@armin has presence in Europe, Asia, and North America.

The stock has recently seen a huge downtick in price, which we attribute primarily to the stiff competition and the

commoditization of Portable Navigation Devices. The threat of smart phonezlaldr phones which have GPS
ncreased
on this stock and we do not intend to include this stock in our portfolio.

capabilities

EMC Corporation (EMC)

has i

Not in the Portfolio

and

t his

Key Stock Statistics

Price as of Decembeb12008 $10.88 Price/Earnings (ttm] 14.72
52-Week Price Range $8.25$19.37 Price/Book 1.68
52-Week Return -43.26% Price/Sales 1.50
Market Capitalization (B) $22.14| | ROA (ttm) 5.37%
Shares Outstanding B 2.04 ROE (ttm) 12.6%%0
Institutional Ownership 77.10% 208 EPS $.74
Beta 1.29| | 2009EPS (est.) $.77
Dividend Yield N/A 2010EPS (est.) $.79

wi |

Sell Recommendation

resul t

n

dec

EMC isthe world leader in high end data storage solutions. The company sells data storage solutions to companies
that run data intensive applications. EMC serves three business segments namely Information storage, Content
management, and RSA information segurit

The stock has not been performing well because of increased competition in the data storage segment and because of

EMCO6s

inability
the financial servicesector and also by the global decrease in the data center spending. Other factors like lack of
product diversification, entry of Microsoft in the virtualization segment, and a probable decrease in demand for data

t o

provi de

broader

dat a

storage

s ol

storage devices does not bode well for EM@ hence we do not recommend buying EMC at its current price level.

China Mobile Ltd. (CHL)

Not in the Portfolio

Key Stock Statistics

Price as of Decembeb12008 $51.31 Price/Earnings (ih) 13.9
52-Week Price Range $34.3%$91.78| | Price/Book 3.48
52-Week Return -43.26% Price/Sales 3.66
Market Capitalization (B) $205.58 ROA (ttm) 17.80%
Shares Outstanding B 4.01 ROE (ttm) 27.76/0
Institutional Ownership 2.00% 2008 EPS $3.35

Buy Recommendation
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Beta 1.38 2009EPS (est.) $4.01
Dividend Yield N/A 2010EPS (est.) $4.49
China Mobile Ltd. (CHL) is the worl

dés | argest

tel ecor

services, such as mobile voice servicgsce valueadded services, data businesses, multimedia messaging services
and other miscellaneous services. The company caters to a subscriber base of 436 million users and enjoys a market

share of

6 9.

3%

i n

China.
world class network quality with a wireless connection rate of 99.2%.

C hopearmator invterms of networkscapacitysGhL hahhee wo r |

According to the ministry of information, the wireless penetration rate in China was 39.9% in 2007 and the wireless
penetration ratenithe rural areas of China was 22%. This presents a huge opportunity for CHL to grow its revenues.
CHL does not have any serious competitors in the market. China Unicom is the only firm that poses a mild threat to
CHL but we believe that Unicom will not ladle to compete with CHL in the shaerm. Unicom suffers from poor
technology, poor capital spending, and poor management. Unicom will have to overcome these obstacles to compete

with CHL.

We see a lot of upside potential in the CHL stock. We exihettthe number of CHL subscribers will increase
rapidly from Q4 2008 due to the continuous expansion of CHL into the rural areas. We also believe that the top line
growth will be driven by the increase in total voice usage. We believe that the salalsovitle driven up by the

steady growth of valuadded business. We are confident that CHL will be able to leverage on its premium network,
strong brand recognition, and economies of scale. We believe that CHL will be able to weather the expected
economic Bwdown in China and we also believe that CHL will not be affected by the asymmetrical regulations in
China. We recommend a BUY for CHL at the current stock price

UTILITIES

Analyst: Hanu Mehrotra

4.5% of Active Portfolio
4.2% of S&P 500 Index

For 2008 the utility sector performed in line with the broader market with few months of outperfornkarasur
current holding of FPL Gip, we believe the company has strong fundamentals and a favorable growth outlook.
We have rted the stock a HOLD as we see a long term value in this company.

FPL Group (FPL)

4. 5% of Active Portfolio

Hold Recommendation

Key Stock Statistics as afriovedn7
Price as of November 30, 2007 $48.76 Price/Earnings(ttm) 12.79
52-Week Price Range $33.81$73.75 Price/Book 1.62
52-Week Return -33.2% Price/Sales 1.16
Market Capitalization(B) $18.92 ROA(ttm) 3.6™%
Shares Outstanding (M) 408.73 ROEtm) 13.1%
Institutional Ownership 65.%%0 2006 EPS $3.26
Beta 0.68 2007 EPS $3.30
Dividend Yield 3. %% 2008 EPS (est.) $3.83
FPL Group is the holding company for FI| eownedragul@edwer an
electric utlity company, and FPL Energy, a wholesale energy provider with operations in 25FPAtdsgs a stable
revenue stream from itesidential customers with average custogremth of 2.2% Moreover, he Florida energy
market isexpected to have the highgsipulation growth ircoming years and this would provide a constirégam
of new residential customersto FFEPL gr oup 6 s d o mi n adecepmemnt business withipland ener

of adding 810 GW in 20072012 give it a matchless advantagehe Erergy Market. We believe that this would
contribute significantly to the future EPS growfieL has minimal exposure to the industdastomer segment with
industrial customersontributing only 3% to its revenues gomparison to industry average of 268 We feelthat
this makes FPL less vulnerable to #t®nomic slowdown.
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We feel that the FPL group is well positiontml benefit from high commaodity prices, increasidgmand for
electricity and increasing statenewable portfolio standards such aslb@arDioxide emission restrictiong:PL
group posted strong financial results Fof2007 with net income of $ 1,398 million16% YOY increase and basic
EPS of $3.27, 4.25% YOY increase. We expect that FPL Graulppost basic EPS of $3.83 in 2008.

During the past twelve months, FPL delivered a total retun8bf6, largely outperforming the S&P 500 index
and tracking the Dow Jones UtilityindeB.ased on the company6s strong bal anc
the near term, we continue to vieWIEGroup as a viable holding for the portfolio.

California Water (CWT) 0% of Active Portfolio Buy Recommendation
Key Stock Statistics as of November 30, 2007

Price as of November 30, 2007 $42.50 Price/Earnings(ttm) 20.96
52-Week Price Range $27.68%42.5 Price/Book 1.99
52-Week Return 8.7%% Price/Sales 2.02

Market Capitalization(N! $840.45 ROA(ttm) 4.0%%

Shares Outstanding (M) 20.72 ROE(ttm) 10.28%
Institutional Ownership 50.10% 2006 EPS $1.34

Beta 0.36 2007 EPS $1.50
Dividend Yield 3% 2008 EPS (est.) $1.68

California Water Service Group (CWT) is one of the largest water companies on the west coast with consolidation

and privatization as one of its main growth strategy. We believe CWT, through acquisitions, will be able to spread
itsfixed costs over a | arger customer base and thus add to
requests are expected to flow to its bottom line. We expect CWT to post EPS of $1.68 and $1.87 in 2008 and 2009
respectively. We believe thahproving regulatory environment in California is a strong positive for CWT. While

the WRAM mechanism and Modified Cost Balancing Account will eliminate EPS sensitivity to weather and
consumption, Infrastructure Investment Mechanism &iltourage rate bas gr owt h. CWTb6s first 1]
were rated A+ by Standard and Poords and A2 by Moodybd
tradedelectric, gas, and water utility companies. We believe that such strong credit rating will help Caléing

capital in current economic weakness.

TELECOMMUN|CAT|ONS 3.18% of Active Portfolio

Analyst: Hanu Mehrotra 3.8 of S&P 500 Index

In 2007, Telecommunication sector outperformed Hreader market by a small margite expect the
telecommunication sector to continue to outperform the S&P 500 in 2008 as we believe some of the stocks in the
sector are undervalued and have good return potential.

We have been holding a global telecomFER the Telecom sector this past year. The ETF provided a YTD return
of -35.4%. We intend to replace this ETF with two new telecom sto€salcomm and China Mabile.

0% of Active Portfolio Hold Recommendation
American Tower Corp.
(AMT)
Key Btk Statistics as of November 30, 2007
Price as of November 30, 2007 $27.24 Price/Earnings(ttm) 44.26
52-Week Price Range $19.35$46.10 Price/Book 3.79
52-Week Return -34.3%% Price/Sales 6.89
Market Capitalization(B) $10.51 ROA(ttm) 4.3
Shares @tstanding (M) 391.98 ROE(ttm) 4.92%
Institutional Ownership 100% 2006 EPS $0.06

40



Beta 1.15 2007 EPS $0.14
Dividend Yield N/A 2008 EPS (est.) 0.44

American Tower Corporatioris a leadingwireless and broadcast communications infrastruatorepanywith a
portfolio of over 22,800 communication sites, including wirelessommunications towers, broadcast
communicationsowers and distributed antenna systems.

AMT has the second largest portfolio of towers in U.S. with a market share of 17.4%. Ad@itidhél has 46%

of its towers located in the top 50 BTAs(basic trading areas), which translates to increase in its leasing business as
both major and regional carriers look to expand in top BTAs. AMT, due to its size and market dominance, has the
advantageof market wide intelligence, economies of scale and strong long term relationships with the major
wireless carriers. All these factors create a high barrier to entry for the new entrants in the industry.

AMT has the highest percentage (~98%) of recgrravenues amongst its peers and also has substantial amount of
its revenues under contract with-80% of revenues booked by end of each fiscal year. We expect that AMT will
maintain this trend in the future as well and, thus, maintain a steady andabledievenue stream. We foresee an

increasing growth in 6éminutes of wused6( MOU) and usage
video downloads, etc by wireless subscribers. Thus, the increase in wireless traffic and number of swiseitbers
translate to increase capital spending by the wirele:

International markets such as India, China hatih America with their low levels of wireless penetration offer a
great opportunity for MT to expand its communications sites in these regions. We expect AMT to greatly benefit
from growth opportunities in these emerging countries

Qualcomm (QCOM) 0% of Active Portfolio Buy Recommendation
Key Stock Statistics as of November 30, 2007

Price as of November 30, 2007 $33.41 Price/Earnings(ttm) 17.82
52-Week Price Range $28.1656.88 Price/Book 3.01
52-Week Return -13.86% Price/Sales 4.84

Market Capitalization(B) $56.17 ROA(ttm) 10.8%%

Shares Outstanding (B) 1.66 ROE(ttm) 18.7%%
Institutional Ownership 78.%% 2006 EPS $1.49

Beta 0.87 2007 EPS $1.99
Dividend Yield 1.% 2008 EPS (est.) $2.19

QUALCOMM, Inc develops andells digital wireless telecommunications products sergtices Qualcomm has a
leading market position in thdigital wireless communications networks martkebugh its Code Division Multiple
Access(CDMA) platform and also has the strongest@@set portfolio in the industry. We believe tigatalcomm
will benefit as the CDMA and WCDMAandset market expand#ttwtop handsetustomers increasing their market
share.

Qualcomm has consistently investedrésearch and development (R&D). As it investsiéxt generation CDMA
and OFDMA technologieghe expansion of intellectual property portfoli@d other initatives to support the
acceleration ohdvanced wireless products and servicesbalve that it will succeed in establishibgsinesses
that will provide a steady streamrafvenues in the futur&he number of worldwide mobile subscribergxpected

to reach approximately 3.6 billion by thked of 2008 and almost 4.6 billion in 20TQualcomm is sure to benefit
from this growth aswireless service providers strive to add supemioice and data services and handset
manufacturers look to superior chipsahdtechnology to support such features.
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Statement of Security Holdings

Security Ticker November 30, 2007 November 30, 2008

Shares Price Value  Weight Shares Price  Value  Weight
Akamai Technologies AKAM 1475 3460 § 351033 32% 1473 1396 § 20391 22%
American Capital Strategies ACAS 1020 3296 5 33619 21% 1020 337§ 3437 0.4%
Bank of America BAC 833 4126 5 34370 22% 833 1695 § 14119 1.3%
BHP Eilliton Limited (ADR) BHP 638 70.04 5 46,086 2% 421 3821 § 16,086 1L.T%
Central European Distribution ~ CEDC 1192 58.08 § 69231 44% 13 2000 § 14300 1.5%
Charles River Labs CRL 710 6580 S 46718 3.0% 554 2425 § 13435 14%
Chesapeake Enerzy Cotp. CHK 833 1447 § 12034 1.3%
Deustche Bank DB 307 12041 5 39729 23% 307 3605 § 11,067 1.2%
DirecTV Group DTV 1447 279§ 32977 3.5%
Eaton Corporation EIN 303 96.93 5 48.960 3.1% 303 4323 5 22841 24%
Equifax Inc. EFX 1237 3636 5 44977 29% 1237 2422 5 29960 3.1%
Emon-Mobil Corp. XOM 450 93.69 § 45908 2% 480 1820 § 38318 4.0%
FedEx FDX 392 89.17 § 34955 22% 302 6365 § 24951 2.6%
FPL Group FPL 923 6778 § 62,607 40% 023 4343 5 42023 44%
Forest Laboratories Inc. FRX 830 3643 5 300983 20% 850 2330 § 19973 21%
Franklin Resources Inc. BEN 363 11443 5 41338 2.6% 363 6198 § 22499 24%
Genentech Inc. DNA 432 7718 § 34,883 3.7%
Honeywell International HON 43 2768 5 20566 22%
Intel INTC 2625 2666 5 69983 4% 2625 1430 § 37,338 39%
Johnson & Johnson INI 500 66.70 § 33360 34% 480 J781 § 27749 29%
Microsoft MSFT 2125 3560 § 75650 48% 2125 2060 § 43775 4.6%
Noble Corp. NE 993 3631 § 36227 3.6% 193 2419 § 19231 20%
Norfolk Southem NEC 787 jo44 5 30696 23% 87 4687 § 36,387 3.9%
Oracle Corp. ORCL 3057 2238 5 69027 44% 3037 1694 § 31,786 j4%
Peabody Energy Corporation ~ BTU 890 61.64 5 34860 3.3% 37 2176 5 16472 1L.T%
Pediatrix Medical Group PDX 436 68.13 § 3312 21% 486 3028 § 14716 1.3%
Procter & Gamble PG 703 7342 § 31761 33% 823 079 § 49327 2%
Safeway Inc. SWY 1466 204 0§ 3251 34%
Schiumberger SLB 360 98.37 § 35,087 3.3% 420 4201 5 17644 1.8%
Sherwin-Williams Co SHW 630 3624 § 33431 37%
Stryker Corporation SYK 613 TAT2 5 45933 28% 613 3984 § 24502 2.6%
Travelers Companies TRV 504 j380 5 43253 28% 804 4217 5 33905 3.6%
Target Corp. TGT 860 j0.00 5 43,000 2™ 860 3798 § 32,663 34%
Welt Disney Holdings Co. DI§ %06 3228 5 29246 1.9% 906 2333 § 21518 22%
iShares S&P Global Telecomm — IXP 600 7743 S 46438 3.0% 600 4083 § 20308 3.1%
Vanguard Financials ETF VFH 43 2628 § 19379 21%
Pgpsico Inc. PEP 593 7380 § 67,931 43%
Hexcel Corporation HXT 1570 2428 § 38120 24%
Walgreen WAG 1133 3808 § 43143 2.7%
Aleoa A4 673 3653 § 243598 16%
Total Equity Portfolio §1,371.282 20.97% § 038,813 98.40%
Money Market/Cash Account 5 333 0.03% 5 15261 1.60%
Active Portfolio Value §1.371,813 100.0% § 934,076 100.0%
Henry Fund Scholarship & Exps
Effective Portfolio Value 51371813 100.0% § 934076 100.00%
S&P500 (index change) SSPEXX 1.468.36 888.67
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Income Statement

Nov. 30, 2008

Beginning Fund Balance

Cash Added

Dividend Income

Interest Income

Total Income

Total Capital Gains (Loss), Net

Taxes and Fees

$562,523.87
$1,000,000.00
$23,011.97
$99.18
$23,111.15

($615,495.71)

Scholarship Application ($622.50)
Miscellaneous -
Ending Fund Balance $969,516.81

Nov. 30, 2007

Beginning Fund Balance $502,769.41
Cash Added -
Dividend Income $8,325.70
Interest Income $1.83
Total Income $8,327.53
Total Capital Gains (Loss), Net $50,804.43
Taxes and Fees -
Scholarship Application ($622.50)
Miscellaneous -
Ending Fund Balance $562,523.87
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