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“The greatest of all gifts is
the power to estimate things
at their true worth.”

. La Rochefoucaul d

STOCK MARKET TI M NG UPDATE DJI A: 8897.81 S & P 500: 967.00

We believe the conditions are in place for an econom ¢ recovery, and we expect to
see signs of inprovenent begin to develop during the second half of this year. There are
three maj or fundanmental factors that suggest the econony can see noderate growth into
2004. These are:

1) a high level of fiscal stimulus, which consists of deficit spending conmbined with
the new round of tax reductions that will place nore spending noney into the

pockets of consuners as a result of marginal tax rate reductions retroactive to
January 1, 2003;

2) a highly accommdati ve Federal Reserve monetary policy, which is providing the
liquidity necessary to support future econom c expansion

3) a de facto policy of allowing the U S. dollar to decline relative to other nmjor
currencies, thereby inmproving the outlook for U S. exports while also di m nish-
ing the relative attractiveness of inported goods.

In order to experience a genui ne econom c recovery, certain things nust happen
For exanple, nonthly average new jobs growh in the 100,000 to 150,000 range i s needed
in order to provide opportunity for those entering the workforce. New jobs create cash—
flow for consumer spending, and al so generate tax revenue. Also, capacity utilization
rates must increase fromtheir current level in the 74%to 75%  range

VWhile it is true that these things take tine to develop, it is also true that there
is plenty of time leading into 2004 for economic conditions to inprove. In the interim
i nvestors can take heart fromthe fact that first quarter Gross Donestic Product, and
first quarter corporate earnings, canme in better than expected. Another favorable devel -
opnment is the fact that reported earnings and operating earnings are now tracking very
closely together, indicating an inprovenent in the quality of corporate earnings.

Mar ket i mer continues to estimte operating earnings for the Standard and Poor’s 500
I ndex of $47.10 this year and $52 next year. Investors should keep in nmind that a cyclica
economi c recovery could carry earnings expectations higher than our estinmate next year
although at this time we prefer to maintain our conservative forecast. Based on our $52
estimate for next year, the Standard and Poor’s 500 |Index has the potential to exceed
the 1000 | evel by a confortable margin going forward. We will not prejudge the market’s
full potential, but rather remain vigilant for signs of deterioration in the Marketiner
stock market tim ng nodel

A review of the cyclical bull markets that occurred within the 1966—1982 secul ar
bear market megatrend shows gains ranging from 32.4%to 75.9% for a nedi an advance of
54% 1In all cases, duration fell within a range of one—+to—three years. These percentages
| eave the door open to significant additional upside potential, depending on the Iength
and breadth of the next econom c recovery.



STOCK MARKET TI M NG UPDATE (continued from page 1)

We continue to view any further testing of the area of the bear market |ows
bel ow t he Standard and Poor’s 500 Index | evel of 810 as an additional buying oppor-
tunity in the event it occurs.

Those seeking to invest in this stock market on the heels of the rally that has
occurred since the Marketinmer March 11 buy signal nust recognize the reality of the
situation. For exanple, nonies invested at current levels are subject to dimnished
potential returns relative to nonies invested near the bear market [ ows recorded in
m d—Mar ch. Furthernore, nonies invested at these levels are subject to increased
downside risk in the event a retracenent of the market rally occurs. As a result, we
beli eve those who are dol | ar—ost—averaging into the market at current |evels mnust
consider their personal risk tolerance as part of the decision nmaking process.

NEW TAX REDUCTI ON PACKAGE

In one of the nost significant political devel opnents in years, the deeply divided
Congress passed a major tax reduction package in |ate May which was signed into | aw
by President Bush on May 28. After narrow passage in the House, the Senate vote was
decided by a tie—breaking ballot fromthe Vice—President. Three Republican Senators
vot ed agai nst, two Denocratic Senators voted i n—+favor, and the Vice—President’s vote
was never in doubt.

This tax cut package is significant in our view. Marginal rate reductions are
retroactive to January 1, 2003. The new rates are 35% (down from 38.6%, 33% (down
from35%, 28% (down from 30%, and 25% (down from 27% . These changes put spending
nmoney into the hands of nobst taxpayers, and are particularly helpful to those with
a high propensity to consune.

Ot her stinmulative features include the reduction in the marriage penalty tax
and the increase in the child credit provision. The tax on dividends derived from
eligible corporate profits has been reduced to 15% subject to a m ni num 60—day hol di ng
period, and the long—term capital gains rate has been reduced to a maxi mum of 15%
Al t hough many of the reductions may prove to be tenporary, the marginal bracket cuts
are permanent (until they are changed again). The key point is that these changes
provide stimulus to the economy going forward.

U.S. DOLLAR POLI CY

The U. S. Treasury has a stated policy on the dollar, which is sinply stated as
“we favor a strong dollar”. However, outside of the politically correct stated policy
there is reality. In this case, the reality is that the U S. is content to see the
dollar decline relative to the euro, and to a | esser extent the yen. The net effect of
the lower dollar is inmprovenent in sales of U S. goods overseas, and the reduced at-
tractiveness of inported goods. The dollar has not declined agai nst many Asian curren-
cies, which make up about 40% of the trade wei ghted doll ar index.

As a result of very lowinflation in the U S., we view dollar weakness as a
positive for the U S. econony at this tine. A weaker dollar nmay al so benefit the
wor |l d econony by encouraging foreign central banks to take a nobre accommodative ap-
proach to nonetary policy. There is always a risk that the U S. cannot attract enough
capital to counter the current account deficit, however this has not been a serious
problemto date.

ACTI VE/ PASSI VE PORTFCLI O

The Marketiner active/passive portfolio is off to a very strong start year—+to—
date, with a gain of 17.9% for the first five nonths of 2003. This conpares to year—
t o—dat e—gai ns of 20.5% for nodel portfolio I, 20.1% for nodel portfolio two, and 11.5%
for our conservative bal anced nodel portfolio Ill, which is 50%in bonds. Active—
passive remains fully invested with 90% in Vanguard Total Stock Market Index, 5% in
Europe and 5% i n Vanguard International G owh. The WIlshire 5000 Index is up 11.2%



FEDERAL RESERVE POLI CY UPDATE

The Federal Open Market Committee is scheduled to neet on June 24 and 25. At
that neeting, the nenbers will review the | atest econom ¢ data and deci de whet her an
additional short—termreduction in interest rates is appropriate. W would not be
surprised to see the FOMC decide to | eave rates unchanged at the June neeting. The
menbers are well aware that the inflation—adjusted federal funds rate remains in
negative territory, which is supportive of future econom c grow h.

In our view, the new tax reduction package and the inprovenent in the geopolitica
| andscape meke a short—termrate reduction less likely at the June neeting. However,
the econonmic data presented to the nenbers in late June will ultimately determ ne
whet her any policy change is announced on June 25. The FOMC nenbers are well aware
that three nmmjor positives are now working for the econony. These are nonetary ease,
fiscal stinmulus which includes the new tax package, and the declining dollar, es-
pecially versus the euro. So it is easy to see how the FOMC nenbers coul d choose to
await additional econom c devel opnents before nmeking any change to nonetary policy.

Monetary growt h accel erated during the past nonth as the figures inproved across
the board. This indicates that the Fed' s easy noney policy is hel ping the monetary
aggregates. The nonetary base now shows real year—ever—year growh of 4.3% up from
3.6% | ast nonth. The narrowl y defined M1 noney supply, which consists prinmarily of
currency in circulation and denand deposits, posted year—ever—year real growmh of 4.7%
versus 1.7% | ast nonth. The nore broadly defined M2 aggregate shows year—ever—year
real growmh of 6.2% versus 4.8% | ast nonth. These figures provide an encouraging
under pi nning to our econonm c recovery scenario, as financial liquidity is a necessary
conmponent of the recovery outl ook.

Lat est Monthly Data

($ billions) Y-OY Real Y-O Y*
May 2003 May 2002 Changes Changes
Monet ary Base $ 719.0 $ 675.0 + 6.5% + 4.3%
M $ 1,248.0 $ 1,166.8 + 6. 9% + 4. 7%
M2 $ 6,002.1 $ 5,535.4 + 8. 4% + 6.2%

* Real changes year —ever—year, adjusted for consuner price index increase of 2.2% for the 12-nonth
period through April 30, 2003.

MARKETI MER ASSET ALLOCATI ON GUI DELI NES

The nost inportant decision an investor nmakes during a lifetinme is the asset
al l ocati on deci sion. How much of your portfolio will you invest in equities versus how
much you invest in fixed—ncome securities? In order to provide subscribers with guide-
lines to help you construct portfolio allocations, we recormend the foll ow ng ranges,
which apply to all financial assets excluding real estate.

Age Bracket Equities Fi xed—+ ncone
2139 75%-100% 0%25%
40-59 60%—+75% 25%-40%
60—69 40%-60% 40%-60%
70+ 30%-50% 50%—70%

The process of calculating your asset allocation nmodel involves the pooling of
all financial assets into one total amount for the purpose of determ ning your per-
centage allocations. This top down or “one portfolio” approach can also be hel pful in
effectively managi ng your total investnent portfolio.



BOB BRINKERSRECOMMENDED LIST OF NO-LOAD FUNDS

INV.” SIZE % Total Return $1000INV. EST.2 TEL. ANN.P PRICE
FUND OBJ. MIL.$ %8 99 00 01 02 03 @ 1-1-98= YD. SWCH EXP. 5-31-03
(5-31)
Baron Growth Fund G $1081 01 447 (46) 127 (123) 102 $1505 0.0% # 1.40% 29.64
767 Fifth Avenue BGRFX
49" Floor
New York, NY 10153
800-992-2766
www.baronfunds.com
Baron Small Cap Fund CGA $776 22 708 (175 52 (9.7) 150 $1573 0.0% # 1.39% 15.38
767 Fifth Avenue BSCFX
49" Floor
New York, NY 10153
800-992-2766
www.baronfunds.com
Gabdli Asset Fund G $ 1633 159 285 (24 02 (143) 100 $1373 0.0% Yes 1.37% 31.08
One Corporate Center GABAX
Rye, NY 10580
800-422-3554
www.gabelli.com
TIAA/CREF Equity Index Russell$ 239 (11.6) (215 111 --- 1.0% Yes 0.26% 6.92
730 Third Avenue 3000
New York, NY 10017 TCEIX
800-223-1200
www.tiaa-cref.org/mfs
TIAA/CREF Growth&Income G& | $565 305 245 (7.3) (134) (239 85 $1077 1.0% Yes 0.43% 9.84
730 Third Avenue TIGIX

New York, NY 10017
800-223-1200
www.tiaa-cref.org/mfs

*  Investment 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) Annua expenseratio reflectsinvestment advisory fees and other expenses expressed as percentage of total fund assets.

# Telephone redemption available.



BOB BRINKERSRECOMMENDED LIST OF NO-LOAD FUNDS

INV.” SIZE % Totd Return $1000INV. EST.2 TEL. ANN.P PRICE
FUND OBJ. MILS$ %8 99 00 01 02 03 1-1-98= YD. SWCH EXP. 5-31-03
(5-31)
Dodge & Cox Stock G&l $17042 54 202 163 93 (105) 94  $1577 1.7% #  0.55% 95.94
1 Sansome St. (35th FI.) DODGX
San Francisco,CA 94104
800-621-3979
www.dodgeandcox.com
Dodge & Cox Balanced G&l $8957 6.7 120 151 100 (29 83 $1591 31% # 053% 65.37
1 Sansome St. (35th F.) DODBX
San Francisco,CA 94104
800-621-3979
www.dodgeandcox.com
Vanguard Calvert Social Social $124 (9.0 (141 (242 120  --- 08% Yes 0.25% 6.52
Index Fund I ndex
P.O. Box 2600 VCSIX
Valey Forge, Pa 19482
800-662-2739
www.vanguard.com
Schwab 1000 (R) G $ 3490 271 210 (82 (123) (21.2) 104 $1077 1.1% Yes 0.46% 27.44
101 Montgomery St. SNXFX
San Francisco, CA 94101
800-266-5623
www.schwab.com/funds
Vanguard Balanced Index Fund G&1 $ 3264 178 136 (20 (31) (95 83 $1246 3.0% No 0.22% 16.84
P.O. Box 2600 VBINX
Valey Forge, Pa 19482
800-662-2739
www.vanguard.com
Vanguard Index 500 XKP $62866 286 211 (9.1 (120 (221) 103 $1070 15% No 0.18% 89.19
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 rightsreserved. Although theinformation in this newdetter is based on sources which arebelieved to bereliable,
accuracy cannot be guaranteed. All opinions and estimates included herein congtitute our judgement as of this date and are subject to change. Thisreport isfor information purposesonly. Marketimer employees may from

timetotime invest in securities mentioned herein. Copyright & 2003.



BOB BRINKERSRECOMMENDED LIST OF NO-LOAD FUNDS

INV.” SIZE % Total Return $1000INV. EST.2 TEL. ANN.P PRICE
FUND OBJ. MILS$ %8 99 00 01 02 03 @ 1-1-98= YD. SWCH EXP. 5-31-03
(5-31)
Vanguard Index (x) Index $ 3040 83 36.2 (155) (9.2) (181) 147 $1063 1.1% No 0.25% 21.50
Extended Market Portfolio  vexmx
P.O. Box 2600
Valley Forge, Pa 19482
800-662-2739
Vanguard Index (X) Russell $ 3382 (26) 231 (27 31 (200 144 $1101 14% No 0.24% 17.91
Small Cap Stock Portfolio 2000
(address/phone above) NAESX
Vanguard Index Total Wilshire $ 17914 233 238 (10.6) (11.0) (21.0) 11.2 $1067 14% No 0.20% 22.24
Stock Market Portfolio 5000
(address/phone above) VTSMX
Vanguard International (2) Non $5166 169 263 (86) (189 (178) 7.2 $964 18% Yes 0.52% 13.04
Growth Portfolio USA
(address/phone above) VWIGX
Rowe Price European Europe $ 714 258 197 (6.7) (20.7) (18.7) 99 $995 27% Yes 1.01% 14.16
100 East Pratt St PRESX
Baltimore, MD 21202 WWW troweprice.com
800-638-5660
Longleaf Partner’sInt’| Int'l  $1085 244 259 105 (165) 90  --- 1.1% # 1.79% 10.87
6410 Poplar Ave. Growth
Suite 900 LLINX
Memphis, TN 38119 www.longleafpartners.com
800-445-9469
Rydex OTC Fund CGA $741 86.5 100.6 (37.8) (34.7) (38.6) 214 $1123 0.0% Yes 1.15% 8.24

6116 Executive Blvd.
Suite 400

Bethesda, MD 20852
800-820-0888

RYOCX
www.rydexfunds.com

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.
z) Vanguard Internationa Growth Fund charges aredemption fee of 2% on sdes of shares held less than two months.

#) telephone redemption available




| NTEREST RATES / FI XED- | NCOVE | NVESTI NG

Mar ketimer’s fixed—+ncone recomendati ons have a current wei ghted average yield
of 4.05% a weighted average maturity of 6.6 years, and a wei ghted average duration
of 3.7. This duration suggests that a one percent increase in corresponding interest
rates would result in an estimated 3. 7% decline in net asset value. This portfolio is
desi gned for subscribers who invest all of their financial assets in fixed—+ncone
securities.

Aver age
Fund Wei ghti ng Yi el d Maturity Duration
Vanguard G nnie Mae Fund (800—-662—7447) (VFI I X) 35% 4.50% 2.5 2.0
Vanguard I nflation-Protected Securities (VIPSX) 25% 1.64% 12.2 5.7
Vanguard Hi gh-Yi el d Corporate (VWEHX) 15% 6.84% 6.6 4.4
Dodge & Cox | nconme Fund (800—621-3979) ( DODI X) 25% 4.14% 6.7 3.5

* plus inflation adjustnments based on the consumer price index and paid quarterly.

Qur favorite investment choice for tax—exenpt investnent income is direct purchase
of state general obligation bonds with maturities within ten years or |ess. These bonds
provi de date—ertain naturities, therefore repaynent of principal is assured if they
remai n sol vent. The Monday New York Tines financial section publishes weekly |istings
of upconi ng tax—exenpt new i ssue offerings.

Series | Savings Bonds remain attractive with added tax benefits for those not
in need of current incone, and with a tine horizon of five years or nore. Up to
$30, 000 may be purchased by an individual every year

Subscri bers should note that the Vanguard Tax—Exenpt Money Market Fund has a
current yield of 1.10% conpared to a current yield of 0.89% for Vanguard Prime Money
Mar ket Fund, which is taxable. This nmakes the tax—exenpt noney market fund a better
choi ce for any nonies being held for short—term contingenci es such as a house or
vehi cl e purchase or energency needs. Vanguard' s | ow expense structure i s now nore
val uabl e than ever due to the low interest rate structure in the marketpl ace

I NDI VI DUAL | SSUES

Mar keti mer upgraded M crosoft to “buy” at a price of $23 in connection with our
March 11 market buy signal with the Standard and Poor’s 500 |Index trading close to
the 800 | evel. Vodafone was al so upgraded to “buy” at a price of $17 at that tine.
We continue to rate these stocks, as well as the exchange—traded—funds on our Ilist,
as attractive for purchase anytine the Standard and Poor’s 500 I ndex trades bel ow
the 810 level. W recomend limting individual conpany stock exposure to a meximum
of 4% in order to diversify specific conmpany risk.

| ssue (Synbol) Beta Exchange 6-2 Cl ose Esti mat ed earni ngs per share
M crosoft (MSFT) 1.27 Nasdaq 24. 64 1.04 (6-03) 1.07 (6-04)
Vodaf one (VOD) 1.10 NYSE 21.75 1.01 (3-03) 1.17 (3-04)

S&P Dep. Receipts (SPY) 1.00 AMEX 97.35 4.71 (2003) 5.20 (2004)
Total Market VIPERs (VTlI) 1.02 AMEX 91. 65 n/ a

DJI A Di anonds (DI A) 0.92 AMEX 89. 34 5.04 (2003) 5.75 (2004)
Nasdaq 100 I ndex (QQQ 1.67 AMEX 29.58 n/ a

* Marketinmer estimates the 40 | argest profitable conpanies in the Nasdag 100 | ndex
trade at an average P/E ratio of 38 tines estimted 2003 operating earnings. These
conpani es conpri se about 74% of the Nasdaq 100 nmarket capitalization



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
arewilling and able to accept high levels of risk and volatility. Currentincomeis not afactor in this portfolio.

Model Portfolio Il isdesigned for investors with long-term growth objectives. Such investors seek 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 531-03 % Change
Baron Growth BGRFX 15 0.82 $ 22,691
Baron Small Cap. BSCFX 10 0.84 15,380
T. Rowe Price European PRESX 05 0.78 7,960
Vanguard Int’l. Growth VWIGX 05 0.76 7,498
TIAA/CREF Equity Index TCEIX 15 1.00 22,851
Vanguard Total Stock Market VTSMX 25 0.98 38,202
Rydex OTC Fund RYOCX 25 201 39,234
100% 118 $ 153,816 + 669 %
MARKETIMER MODEL PORTFOLIO Il ($20,000 value on 1-1-88)
Current Holdings Symbol % Beta Vaue 531-03 % Change
Gabelli Asset Fund GABAX 15 0.78 $ 19,001
T. Rowe Price European PRESX 05 0.78 6,513
Dodge & Cox Stock Fund DODGX 10 0.70 12,597
Vanguard Int’l. Growth VWIGX 05 0.76 6,134
TIAA/CREF Equity Index TCEIX 15 1.00 18,694
Vanguard Total Stock Market VTSMX 35 0.98 43,754
Rydex OTC Fund RYOCX 15 2.01 19.259
100% 1.06 $ 125952 +530 %
MARKETIMER MODEL PORTFOLIO Il ($40,000 value on 3-1-90)
Current Holdings Symbol % Beta Vaue 531-03 % Change
Dodge & Cox Income Fund DODIX 15 0.00 $ 18,793
Vanguard Inflation Protected Securities VIPSX 15 0.00 $ 19,015
Vanguard Ginnie Mae Fund VFIIX 20 0.00 25,059
Rowe Price European PRESX 025 0.78 3,940
Dodge & Cox Stock Fund DODGX 10 0.70 15,242
TIAA/CREF Growth & Income TIGIX 07.5 1.00 11,109
Vanguard Int’'l. Growth VWIGX 02.5 0.76 3,711
Vanguard Total Stock Market VTSMX 225 0.98 34,037
Rydex OTC Fund RYOCX 05 201 7,768
100% 0.50 $ 138,674 +247 %
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