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“There’s a fine |line between eccentrics and

geniuses. If you're a little ahead of your

time you're an eccentric, and if you're a

little too late, you're a failure, but if

you hit it right on the head, you're a genius.”
. Thomas J. Watson Jr.

STOCK MARKET TI M NG UPDATE DJI A: 8601. 69 S & P 500: 908. 60

The Marketinmer stock market tim ng nodel indicators have the potential to show
significant inprovenent in 2003 based on the fact that nany of the stock narket ex-
cesses that were created by the bubble that ended early in Year 2000 have been reduced
by the npst severe bear market since the 1930's

The Standard and Poor’s 500 I ndex, the WIlshire 5000 I ndex, and the Dow Jones
I ndustrial Average have registered three consecutive down years for the first tine
since 1939 through 1941. At that tine investors were concerned that the expansionist
policies of both Germany and Japan would lead to World War 11, and their worst fears
were realized in the formof a long and costly war that continued for several years.

The maj or indexes have registered four consecutive yearly declines on only one
occasi on, 1929 through 1932. However, at that time, the world was entering the worst
econonic period in history. W do not expect current economc conditions to lead to
anot her depression, therefore we believe four straight down years can be avoi ded.

Qur Econonmic Cycle indicators remain highly favorable, as the Federal Reserve has
cut short—termrates to 42—year |ows. Federal funds now trade at 1.25% and federa
funds adjusted for inflation now trade at a negative rate of alnobst 1% Although the
Fed has been unsuccessful to date in getting a nmmjor econonic recovery started, aggres-
sive nonetary ease has prevented the econonmy fromcontinuing to deteriorate. The absence
of new jobs growth, coupled with the presence of w despread excess capacity, has kept
the lid on econonmic growth prospects to date. New jobs growth is a critical conmponent
of econom c growth, as new jobs create new paychecks which provide a key under pi nni ng
for sustainable econom c recovery.

Qur Valuation indicators continue to point to a stock market that is a | ong way
fromthe bargain counter. This may becone a factor in helping to determ ne the scope
of the next cyclical bull narket. For exanple, if our next buy signal occurs at a tine
when val uations are high, that would open the door to the possibility that the next
cyclical bull market would be Iinmted by valuation constraints that could cone into
play following a gain in the Standard and Poor’s 500 Index in excess of 25%

As we enter 2003, using our current estinmate of $47.10 for Standard and Poor’s
500 operating earnings, the index is trading at a P/E of 19.3. Based on our estimate
of $42.10 in reported earnings for 2003, the P/E nultiple is currently 21.6. The po-

tential for gains in the next cyclical bull market will be a function of the corporate
earnings gains coupled with the P/E ratio increases that devel op. However, the P/E
rati o expansion will be governed to sone extent by the level of P/E multiples prevail -

ing at the outset of the next cyclical bull market. As of now, P/E |levels are not cheap
even after adjusting for the current low | evels of inflation and interest rates.

Conti nued on page 2..



STOCK MARKET TI M NG UPDATE ...continued from page 1

Al t hough a higher |evel of bearish investnent advisory sentinent was evident
entering the fourth quarter of 2002, this condition has been reversed as the per-
centage of bears in the Investors Intelligence (New Rochelle, NY 10801) survey has
declined into the m d—=20’s, a very conplacent level. In addition, the four—week nov-
ing average of bulls as a percentage of bulls plus bears has recently been in the
m d—60’s, which is another indication of investor conplacency. We do not believe
that there has ever been a bear market of the magnitude and duration of this one
wherein | ess fear of stock market investing has been evident. We would |like to see
nore investor concern about the stock market than the current nunmbers are suggesting.

We continue to nonitor the Marketinmer stock market timng nodel indicators in
search of an entry point that makes sense in ternms of risk and reward. \Wen our next
buy signal devel ops, we anticipate a one—to—three year cyclical bull market nopney
maki ng opportunity will follow. W believe the probability of a buy signal is very
good within the next several nonths. In the interim we recomend a patient approach
to the market. This includes hol ding existing stock market cash reserves until our
timng nmodel turns bullish. W al so recormend hol di ng exi sting positions at current
I evel s, along with hol dings of Nasdagq 100 (QQQ shares. We expect the Nasdaq i ndexes
to post gains well in excess of the Standard and Poor’s 500 Index during the next
cyclical bull market.

Mar keti mer subscribers nmay visit our website at www. bobbrinker.comto check the
bull etin page on a weekday basis. Any nmjor change in our recommended position that
occurs between nmonthly newsletters will be posted there, and will also be mailed to
al | subscribers.

FEDERAL RESERVE POLI CY UPDATE

The Federal Open Market Committee (FOWMC) is scheduled to reconvene for a two—day
meeting on January 28 and 29 to discuss nonetary policy and the state of the econony.
The federal funds rate is already trading at a negative real rate of close to 1%
therefore it is questionable as to whether further rate cuts would make a difference.
A rarely used nonetary tool which remains at the disposal of the Federal Reserve is
a change in reserve requirenments, which are the anpunts that a depositary institution
must hold in reserve against deposit liabilities. These reserves nust be held in the
formof vault cash or deposits with the Federal Reserve Banks. The Fed has sol e au-
thority over changes in reserve requirenents. A reduction in reserve requirements
woul d be aimed at increasing the rate of growth in the nonetary aggregates. So far
the Fed has chosen not to take this aggressive easing step, however that could change
i f the ongoing econom ¢ mal ai se continues in 2003.

The sl ow to noderate pace of real nonetary growth continues, despite one of the
easi est nonetary stances in Federal Reserve history. The npnetary base shows rea
year—ever—year growh of 5.7% versus 5.6% | ast nonth. The narrow y defined noney
supply, M2, shows real year—ever—year growth of only 2% down from 2.4% 1| ast nonth.
The nore broadly defined M2 aggregate shows year—ever—year real growh of 4.6%
versus 4.8% Il ast nonth. So far these growth rates have been sufficient to avoid a
doubl e—di p recessi on, however the Federal Reserve is working overtime in order to keep
the economy afloat in the absence of an inprovenent in overall enploynment conditions.

Lat est Monthly Data

($ billions) Y-O Y Real Y-O Y*
Decenber 2002 Decenber 2001 Changes Changes
Monet ary Base $ 695.9 $ 645.0 + 7.9% + 5. 7%
M $ 1,207.1 $ 1,157.9 + 4. 2% + 2. 0%
M2 $ 5,807.9 $ 5,440.6 + 6.8% + 4.6%

* Real changes year —ever—year, adjusted for consumer price index increase of 2.2%
for the 12—nonth period through 11-30-02.



VANGUARD BALANCED | NDEX FUND

Vanguar d Bal anced I ndex Fund (VBINX) has been added to the Marketimer No—toad Fund
Recommended List on page five. This fund invests for current inconme and | ong—term growth
of incone and capital. The fund invests 60% of assets in order to replicate the invest-
ment performance of the WIlshire 5000 I ndex of common stocks. The fund invests 40% of
assets in order to replicate the investnment performance of the Lehman Brothers Aggregate
Bond | ndex of fixed—ncone securities.

During the ten—year period ended Decenmber 31, 2002, Vanguard Bal anced | ndex Fund
had a cumul ative total return of 123% and a conpound annual rate of return of 8.3%
The fund has a | ow beta coefficient of 0.57, suggesting nuch |ess share price volatility
than the Standard and Poor’s 500 Index. This is mainly due to the 40% bond wei ghting in
the fund. Total assets are close to $3 billion. The fund is available in all states.
The initial mnimminvestnment requirenent is $3000, with subsequent additions of $100
or nore. For |I.R A and Keogh accounts, the initial mnimumis $1000. The annual expense
ratio is very low at 0.22% versus an average expense ratio of 1.25% for all bal anced
funds.

We now have two excel |l ent bal anced no—+oad funds on the Marketimer No—toad Fund
Recommended List. They are Dodge & Cox Bal anced, and Vanguard Bal anced | ndex Fund.

MARKETI MER MODEL PORTFOLI O PERFORVMANCE UPDATE

Al t hough cal endar year 2002 was a very difficult year for stock market investing,
the Marketinmer nodel portfolios were little changed as a result of |arge stock narket
cash reserve positions. Here are the results for each nodel portfolio as published in
Mar keti mer over the past ten years through Decenber 31, 2002:

Total Return Model | Model 11 Model 111* Active/ Passive Wl shire 5000 **
10—years to

123102 +260% +190% +127% # +128%
5-years to

12-31-02 + 81% + 42% + 33% + 37% (4%

3—years to

12-31-02 (6.6% (7.9% + 12.3% (7.4) (37%

l-year to

12-31-02 (3.1% (3.3% + 2.3% (699 (21%

* Model Il is a balanced portfolio with a 50% fi xed—+nconme wei ghti ng

** Vanguard Total Stock Market Index (VTISMX) tracks the Wl shire 5000 I ndex
# Activel/Passive portfolio started 3-—01-97.

Hul bert Financi al Di gest has named Marketiner to its 2002 Newsletter Honor Roll. This
is our third consecutive year on the Honor Roll. In order to nake the Honor Roll

Mar keti mer had to earn above—average returns in both up and down nmarkets since My

of 1990.

ACTI VE/ PASSI VE PORTFOLI O

Subscri bers seeking a very |ow cost approach to investing may find our Active/
Passive portfolio attractive. This portfolio gained 37% for the five—year period
t hrough 123102, versus a |oss of 4% for Vanguard Total Stock Market |ndex. This
portfolio currently holds a 65% stock market cash reserve, 25%in Vanguard Tota
Stock Market Index, 5% in Vanguard or T. Rowe Price European, and 5% i n Vanguard
International. In addition to very | ow expenses, this portfolio is highly tax—ef-
ficient and features broad diversification and sinplicity. Al Marketiner node
portfolios follow our long—term stock market timng nodel, which turned negative in
January of Year 2000.



BOB BRINKERSRECOMMENDED LIST OF NO-LOAD FUNDS

INV.” SIZE % Totd Return $1000 INV. EST.® TEL. ANN.” PRICE
FUND OBJ. MIL.$ 97 98 99 00 01 02 1-1-97= YD. SWCH EXP. 12-31-02
Baron Growth Fund G $991 311 01 447 (46) 127 (123) $1790 0.0% # 1.40% 26.90
767 Fifth Avenue BGRFX
49" Floor
New York, NY 10153
800-992-2766
Baron Small Cap Fund CGA $685 - 22 708 (175 52 (97 - 0.0% # 1.39% 13.37
767 Fifth Avenue BSCFX
49" Floor
New York, NY 10153
800-992-2766
Gabdlli Asset Fund G $ 1498 381 159 285 (24) 02 (143) $1724 0.0% Yes 137% 28.25
One Corporate Center GABAX
Rye, NY 10580
800-422-3554
TIAA/CREF Equity Index  Russell$ 131 - - - - (11.6) (21.5) --- 1.0% Yes 0.26% 6.23
730 Third Avenue 3000
New York, NY 10017 TCEIX
800-223-1200
TIAA/CREF Growth&Income G& | $ 496 - 305 245 (7.3) (134) (239) --- 1.0% Yes 0.43% 9.09
730 Third Avenue TIGIX

New York, NY 10017
800-223-1200

*  Invest ment Objective Codes: CGA = Capital Gains Aggressive; G = Growth; G&I = Growth & Income

a) Estimated annual yield represents approximate investment income for last 12-months expressed as percentage of fund assets.
b) Annual expense retio reflects investment advisory fees and other expenses expressed as percentage of total fund assets.

# Telephone redemption available.



BOB BRINKER'S RECOMMENDED LIST OF NO-LOAD FUNDS

INV." SIZE % Total Return $1000INV. EST.2 TEL. ANNP  PRICE
FUND OBJ. MILS$ '97 '98 '99 '00 01 ‘02 1-1.97= YD. SWCHEXP.  12-31-02
Dodge & Cox Stock G&l $13305 284 54 202 163 93 (105 $1851 17% # 0.55% 88.05

1 Sansome St. (35th F.) DODGX
San Francisco,CA 94104
800-621-3979

Dodge & Cox Baanced G&|l $7521 21.2 6.7 120 151 100 (29 $1781 31% # 053% 60.75
1 Sansome St. (35th FI.) DODBX
San Francisco,CA 94104

800-621-3979

Vanguard Calvert Social Socia $95 (9.0 (141 (242 -- 08% Yes 0.25% 5.82
Index Fund Index

P.O. Box 2600 VCSIX

Valley Forge, Pa 19482

800-662-2739

Schwab 1000 (R) G $ 3156 319 271 210 (82 (123 (21.2) $1287 11% Yes 0.46% 24.86
101 Montgomery St. SNXFX

San Francisco, CA 94101
800-266-5623

Vanguard Balanced Index Fund G&1 $2946 222 178 136 (20) (3.1 (95 %1404 30% No 0.22% 15.65
P.O. Box 2600 VBINX

Valley Forge, Pa 19482

800-662-2739

Vanguard Index 500 KPP $55866 332 286 211 (91 (1200 (22.1) $1293 15% No 0.18% 81.15
P.O. Box 2600 500

Valley Forge, Pa 19482 VFINX

800-662-2739

R) 0.50% redemption fee on shares held less than six months.
Marketimer iswritten and published monthly by Robert J. Brinker Investment Advisory Services, Limited. All rights reserved. Although the information in this newdletter is based on sources which are believed to be reliable,
accuracy cannot be guaranteed. All opinions and estimates included herein constitute our judgment as of this date and are subject to change. Thisreport isfor information purposes only. Marketimer employees may from timeto

timeinvest in securities mentioned herein. Copyrightd 2003.



FUND

Vanguard Index (x)

Extended Market Portfolio

P.O. Box 2600
Valey Forge, Pa 19482
800-662-2739

BOB BRINKERSRECOMMENDED LIST OF NO-LOAD FUNDS

INV." SIZE
OBJ. MIL.$

Index $ 2532
VEXMX

Vanguard Index (x)

Small Cap Stock Portfolio

(address/phone above)

Russell $ 2938
2000
NAESX

Vanguard Index Total
Stock Market Portfolio

Wilshire $ 13961
5000

(address/phone above) VTSMX
Vanguard International Non $4685
Growth Portfolio USA
(address/phone above) VWIGX

Rowe Price European Europe $ 646
100 East Pratt St PRESX
Baltimore, MD 21202

800-638-5660

Longleaf Partner’sInt’l Int'l  $977
6410 Poplar Ave. Growth
Suite 900 LLINX
Memphis, TN 38119

800-445-9469

Rydex OTC Fund CGA $593
6116 Executive Blvd. RYOCX

Suite 400

Bethesda, MD 20852
800-820-0888

% Tota Return

$1000 INV.

‘97

26.7

24.6

31.0

41

17.0

219

‘98

8.3

(2.6)

233

16.9

25.8

86.5

'99
36.2

231

23.8

26.3

19.7

244

'00
(155) (9.2)

2.7)

01 02

1-1-97=
(18.1) $1174

31 (20.0) $1199

(10.6) (11.0) (21.0) $1257

(8.6)

(6.7)

25.9

(18.9) (17.8) $936

(20.7) (18.7) $1060

105 (165) --

100.6 (37.8) (34.7) (38.6) $1137

x) Vanguard Index Extended and Smal Cap funds charge purchase fees of 0.5% or lessto defray expenses of broad diversfication;
annua expense ratios on these funds are extraordinarily low.

#) telephone redemption available

EST.® TEL. ANN.P PRICE
YD. SWCH EXP. 12-31-02
1.1% No 0.25% 18.74
14% No 0.24% 15.66
14% No  0.20% 20.07
1.8% Yes 0.52% 12.16
27% Yes 1.01% 12.88
11% # 1.79% 9.97
00% Yes 1.15% 6.79



| NTEREST RATES / FI XED- | NCOVE SECURI Tl ES

Mar ketimer’s fixed—+ncone recommendati ons had outstanding returns in 2002. The
Vanguard G nnie Mae Fund generated a total return of 9.7% the Vanguard Inflati on—
Protected Securities Fund had a total return of 16.6% and Dodge and Cox |ncone Fund
earned a total return of 10.7%

Qur fixed—nconme recommendati ons have a current average wei ghted yield of 4.3%
an average weighted maturity of 7 years and an average wei ghted duration of 3.5.

Fund (Synbol) Wei ghti ng Yield Avg. Mat. Dur ati on
Vanguard G nni e Mae Fund (800—662—7447) (VFI 1 X) 50% 5.03% 3.3 2.5
Vanguard Inflation-Protected Securities (VIPSX) 25% 2.18% 13.1 4.7
Dodge & Cox | ncone Fund (800—621-3979) (DODI X) 25% 4.95%* 8.2 4.0

plus inflation adjustnents; Decenber quarterly distribution of $0.21 was paid 12-26-02.
** as of 9-30-02; Decenber quarterly distribution of $0.21 was paid 12-27-02.

Duration is the weighted average of the tines that interest paynents and the fina
return of principal are received. The acadenmic rule of thunb is that the percentage
change in the price of a bond or bond fund is the duration nultiplied by the change in
interest rates. Applying duration to the Vanguard G nnie Mae Fund, the current duration
of 2.5 suggests that a one percent increase in corresponding interest rates would re-
sult in an estimated 2.5% decline in the fund' s net asset val ue.

Qur favorite noney market funds are Vanguard Prime Money Market, with a current
yield of 1.25% and for tax—exenpt income, Vanguard Tax—Exenpt Mney Market Fund, with
a current yield of 1.2% For tax—exenpt income, we prefer state general obligation
bonds with maturities in the 10—+0-12 year range.

I NDI VI DUAL | SSUES

Mar keti mer suggests holdings in any one stock of no nmore than four percent of tota
equities. By controlling specific stock risk, you protect yourself against the risk
t hat one conpany may experience difficulty or even bankruptcy. The |aw of unintended
consequences has driven nmany conpani es into bankruptcy. The best recent exanple of this
is the string of asbestos rel ated bankruptcies that have elin nated many conpani es
which at one tine had good quality ratings, only to see everything change due to asbestos.
O her failures include the recent collapse of Enron, K—Mart, Worldcom and UAL Cor porati on.

The following issues are rated “hold” at this tine:

| ssue (Synbol) Beta Exchange 1-03 Price Estimated earnings per share
M crosoft (MSFT) 1.27 Nasdaq 53.79 2.00 (6-03) 2.15 (6-04)
Vodaf one/ Ai r Touch (VOD) 1.10 NYSE 18. 86 0.96 (3-03) 1.08 (3-04)

S&P Dep. Receipts (SPY) 1.00 AMEX 91. 35 4.22 (2002) 4.71 (2003)
Total Market VIPERs (VTlI) 1.02 AMEX 84. 95 n/a

DJI A Di anonds (DI A) 0.86 AMEX 86. 36 4.75 (2002) 5.30 (2003)
Nasdagq 100 I ndex (QQQ 1.67 AMEX 25. 68 *

* Marketimer estimates that the 40 | argest conpanies in the Nasdag 100 I ndex are trading at
an average P/E ratio of 29.2 times projected 2003 operating earnings. These stocks account
for about 80% of the Nasdag 100 Index market capitalization

SUBSCRI BER MESSAGE —As Marketiner begins its eighteenth year, we wi sh each of our
subscri bers a healthy and happy New Year. We will continue our work ained at identifying
maj or mar ket trends going forward, always recognizing our task as a chall engi ng endeavor.
We appreciate the support of our subscribers as we continue our efforts.



MARKETIMER NO-LOAD MUTUAL FUND MODEL PORTFOLIOS

The Marketimer no-load model portfolios are designed to provide investors seeking aggressive, growth and balanced objectives with a
strategic approach to investing in no-load funds over the long-term.

Model Portfolio | is designed for investors with aggressive growth investment objectives. Such investors seek maximum returns and
are willing and able to accept high levels of risk and volatility. Current incomeis not afactor in this portfolio.

Model Portfolio Il isdesigned for investors with long-term growth objectives. Such investorsseek to enhance the value of capital
over time and assume areasonable level of diversified market risk. Current income is not an important factor.

Model Portfolio 111 is designed as a balanced portfolio for current investment income along with capital preservation and modest
growth. The portfolio isallocated evenly between equities and fixed-income securities. This portfolio is best suited to investors nearing or
aready enjoying aretirement lifestyle.

MARKETIMER MODEL PORTFOLIO | ($20,000 value on 1-1-88)
Current Holdings Symbol % Beta Vaue  12-31-02 % Change
Baron Growth BGRFX 05 1.00 $ 4,205
Baron Small Cap. BSCFX 05 105 3,520
Rowe Price European PRESX 05 0.69 2,261
Vanguard Int’l. Growth VWIGX 05 0.70 1,950
TIAA/CREF Equity Index TCEIX 15 1.02 13,083
Money Market 65 0.00 102.526
100% 033 $ 127,645 + 538%
MARKETIMER MODEL PORTFOLIO Il ($20,000 value on 1-1-88)
Current Holdings Symbol Y% Beta Vaue 12-31-02 % Change
Gabelli Asset Fund GABAX 05 0.74 $ 3,652
Rowe Price European PRESX 05 0.69 2,635
Dodge & Cox Stock Fund DODGX 05 0.60 4,431
Vanguard Int’'l. Growth VWIGX 05 0.70 1,982
TIAA/CREF Equity Index TCEIX 15 1.02 9,277
Money Market 65 0.00 82,863
100% 029 $ 104,840 + 424%
MARKETIMER MODEL PORTFOLIO Ill ($40,000 value on 3-1-90)
Current Holdings Symbol % Beta Vaue 12-31-02 % Change
Vanguard Inflation Protected Securities VIPSX 2 0.00 $ 29,584
Vanguard Ginnie Mae Fund VFIIX 25 0.00 35,343
Rowe Price European PRESX 025 0.69 2,049
Dodge & Cox Stock Fund DODGX 05 0.60 8,528
TIAA/CREF Growth & Income TIGIX 075 1.02 7,292
Vanguard Int’l. Growth VWIGX 02.5 0.70 1,710
Money Market 325 0.00 39,829
100% 014 $ 124,335 + 211%

HOW TO SUBSCRIBE TO BOB BRINKER'SMARKETIMER
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Suite 2060

One-year subscription: $185 (overseas subscribers add $10) Ardsley, NY 10502



