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July 15,2010

Beaver County Retirement System
County Courthouse

810 Third Street
Beaver, Pennsylvania 15009

Dear Members of the Board,

As we enter the 3™ Q of 2010, the cacophony of voices that are warning, “Here we go again!” - referring to the odds of a double dip
recession and another melt down in risky assets - seems to be growing every day. The bear case can certainly be made - a sovereign debt crisis in
Europe, persistently high unemployment in the U.S., indications that Chinese growth may be poised to cool down among other negative signals -
but we beg to differ. Although there is no question we have entered a “soft patch” economically, the key barometers of economic health continue
to show steady, albeit modest improvement. Job growth is positive, industrial production is relatively strong, export growth has been vibrant and
monetary and fiscal policies are extremely accommodative. Therefore, although bouts of profit taking in stocks, corporate bonds and other risky
assets is to be expected, we believe that the cyclical bull run in these securities is still intact.

Given the mid-course correction we are now experiencing we are adjusting client portfolios appropriately and prudently. Along with the
analysis above we do not believe that severely underweighting risky assets is justifiable at this point. We are nevertheless aware of the heightened
risks posed by the factors mentioned earlier and are therefore seeking ways to continue to take advantage of the upside potential without taking
unwarranted or excessive risks.

It is at these moments that we have renewed confidence in our basic philosophy, which dictates diversification, a long term investment
horizon, and an emphasis on the risk/return trade-off inherent in any investment. We continue to apply our system consistently and expect that it
will continue to perform well over time.

Yours very truly,
CIM INVESTMENT MANAGEMENT, INC.

Andrew C. Fisher
President



MARKET RECAP

2nd Quarter Recap and Outlook -
Recap

The U.S. economy continued to expand during the first half of
2010. First quarter GDP grew 2.7%, led by a 3.0% jump in consumer
spending. The report also revealed that corporate earnings soared 31%
from the same period last year, the biggest year-over-year gain since
1984. Other indicators also continued to improve. Industrial
production jumped 1.2% in May and is now running at a 7.6% YOY

March 31, 2010 to June 30, 2010

Outlook

The fall out from the European sovereign debt crisis forced most
economists to ratchet down their growth forecasts for the U.S. economy.
Although our analysis suggests that there will be some effect on our
economy, we do not expect that it will be material. Previously, we had
expected a 2010 growth rate of 3.0% - 3.5%. We now project that growth
will be at the lower end of this range and that the odds of an upside

rate. Capacity utilization, which has . surprise have diminished considerably. We
historically averaged about 81%, rose to m%%um continue to believe that a capital spending
74.7% from a recession low of 68.1% last 3/31/10-6/30/10 6/30/09-6/30/10 | cycle has commenced and that exports will
year. Second quarter GDP is forecast to | Ss&p 500 (11.43%) 14.43% continue to grow. Emerging market economies
grow 3.3%, led by gains in manufacturing | sgp Mmidcap 400 (9.59) 24.92 continue to do well and we believe this
and business capital investment. |  sgp smalicap 600 (8.74) 23.64 ongoing improvement will sustain U.S. exports
Employment growth, however, has been Russell 2000 ©.92) 5149 and business capital spending. On the other
lackluster and the unemployment rate is still ) hand, residential construction will continue to
historically very high at 9.7%. The Federal Dow Jones Industrials E) 18.94 be a drag with the high supply of existing
Reserve  continues to be  highly | NASPAQ (Eakie) HEH homes. In addition, the unemployment rate
accommodative and is maintaining the Fed | MSCIEAFE (13.69) 6.56 remains stubbornly high, thereby limiting
Funds rate at 0.25%, as it has since | Barclays Aggregate 3.49 9.50 consumer spending to some degree.

12/16/08. Barclays Gov./Credit 3.88 9.65 Whereas the stock market has rallied

April (Dow: 11,205; S&P 500: 1217) before worries about an
imminent debt default in Greece and other European countries
precipitated a significant sell-off in May. The S&P 500, which had
been up as much as 9.78% for the year at the peak, ended the first half
with a loss of -6.65%. Small and mid-cap stocks outperformed
significantly whereas international stocks, as measured by the EAFE
index, produced double digit negative returns. Year to date, consumer
discretionary and industrial names performed particularly well,
whereas energy and materials underperformed.

Interest rates fell during the 2™ Q as the European debt crisis
caused a flight to quality. Ten year US Treasury note yields fell as low
as 2.95% from 3.84% at the beginning of the year and a year to date
high of 4.00% on 4/5/10. Credit spreads, which had witnessed
dramatic tightening over the previous year, soared during May as
investors shunned risky assets. As a result, treasuries outperformed
credit and CMBS during the quarter.

considerably over the last year or so, we
continue to believe that higher levels are probable over the intermediate
term. Monetary policy is extremely accommodative as is fiscal policy,
productivity growth is relatively high, inflation is low, valuations do not
appear stretched and, most importantly, profit growth is strong. All of
this is not to say that a corrective phase is not upon us at the moment and
in fact we do believe that the rest of the summer is likely to be range
bound. However, we continue to project a price target of 1250 — 1350
for the S&P 500 over the next 12-15 months. In terms of sectors, we still
prefer technology and industrials because these companies, in general,
have relatively greater exposure to emerging markets.

Although credit has been relatively weak of late, with respect to
fixed income we still prefer spread sectors. Corporate bond spreads offer
particularly attractive levels compared to historical norms. Conversely,
mortgage backed securities have become somewhat expensive as
prepayments have slowed and we would not be buyers at these levels.

Source: Bloomberg Financial Markets — CIM



U.S. Treasury Yield Curve
Second Quarter 2010
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Quarterly Annual
6/30/2009 3/31/2009 6/30/2010 Change Change
3 Month 0.20% 0.16% 0.18% 0.02% (0.02%)
6 Month 0.35 0.24 0.23 (0.01) (0.12)
2 Year 1.12 1.02 0.61 (0.41) (0.51)
5 Year 2.56 2.55 1.78 (0.77) (0.78)
10 Year 3.54 3.83 2.94 (0.89) (0.60)
30 Year 4.33 4.72 3.89 (0.83) (0.44)

Source: Bloomberg Financial Markets — CIM




PERFORMANCE SUMMARY

Beaver County Retirement System - Balanced Account

As of June 30, 2010
Asset Allocation Portfolio Value on 03/31/10.......... $81,444,757.56
Contributions..............c.cocevvvevvuivriensisiennnnns 799.71
Fixzf; ';g/ome Withdrawals .............cc.cccveveevvenenan. (1,000,000.00)
Realized Gains...........ccooocvniveiniiennnnns (299,835.24)
Unrealized Gains...........ccccoveevvnnennn (5,782,892.24)
Interest .......ccovvviiiiiiiii s 361,709.92
Dividends...........coceoviiiiiiii 250,000.85
Change in Accrued Interest................ (46,085.66)
Portfolio Value on 06/30/10 ......... $74,928,454.90
Equities )
60.3% Cash & Equivalents
2.0%
Total Investment Gain
for Trailing 3 Months.................. $(5,517,102.36)
Beginning Balance Ending Balance Total Return
Second Quarter 2010 (03/31/10 to 06/30/10) 81,444,757.56 74,928,454.90 (6.89%)
Trailing 1 Year (06/30/09 to 06/30/10) 65,836,049.63 74,928,454.90 11.32%

Inception to Date (12/26/95 to 06/30/10) 29,622,745.00 74,928,454.90 6.23% annualized




PORTFOLIO STATISTICS

Beaver County Retirement System

Equity Industry Sector Diversification
As of June 30, 2010
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Top Ten Equity Holdings - % of Total Portfolio

percentage percentage
1. Exxon Mobil Corp 1.92 6. JP Morgan Chase 1.30
2. Apple Computer 1.90 7. Microsoft Corp 1.28
3. Int’l Business Machines 1.41 8. General Electric Co. 1.21
4. Procter & Gamble 1.33 9. Bank of America 1.12
5. Johnson & Johnson 1.32 10. AT&T 1.10

Page 1 Source: Standard & Poors and CIM



PORTFOLIO STATISTICS

Beaver County Retirement System

Fixed Income Industry Sector Diversification
As of June 30, 2010
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Coupon
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Average Credit Quality
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Source: Barclays Capital and CIM




PERFORMANCE SUMMARY

Beaver County Retirement System - Small Cap Portfolio

As of June 30, 2010
A All ion .
sset Allocatio Portfolio Value on 03/31/10 .........$11,886,361.82
Contributions...............ccoccevvevvserisesvsesinenns 7,607.45
Withdrawals..............coovvvvviuviiiiiiirisiisisinnnnns 0.00
Health Care Consumer Discretionary . .
11.9% 15.3% Telecommunication Realized Gains.............ccccccvniiiiiiininnn, 52,769.23
Financials Services
16.0% 2.1% Unrealized Gains........ccccccvvvvveniennnn. (1,052,013.10)
Interest ......cooiiiiiii 62.37
Consumer Staples Industrials
3.0% 18.9% DIVIAENdS.......ccveveeireeireeirere et eeeseenas 38,381.56
- Portfolio Value on 06/30/10......... $10,933,169.33
. o nergy
Informah;)g;;)chnology Materials U;l-hf(yeos 9.3%
1.1%
Total Investment Gain
for Trailing 3 Months.................... $(960,799.94)
Beginning Balance Ending Balance Total Return
Second Quarter 2010 (03/31/10 to 06/30/10) 11,886,361.82 10,933,169.33 (8.09%)
Trailing 1 Year (06/30/09 to 06/30/10) 8,855,447.28 10,933,169.33 23.53%
4,000,000.00 10,933,169.33 7.25% annualized

Inception to Date (09/26/02 to 06/30/10)




PORTFOLIO STATISTICS

Beaver County - Small Cap Portfolio

Equity Industry Sector Diversification
As of June 30, 2010
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‘W Beaver Small Cap W S&P 600

Top Ten Equity Holdings - % of Total Portfolio

percentage percentage
1. Integra Lifesciences 1.70 6. Littelfuse Inc. 1.45
2. Toro Co. 1.58 7. St. Mary Land & Exp. 1.42
3. Baldor Electric Co. 1.55 8. Varian Semiconductor 1.37
4. Oil States Intl 1.51 9. Biomed Realty Trust Inc. 1.33
5. Progress Software 1.46 10. Kilroy Realty 1.32

Page 1 Source: Standard & Poors and CIM



BEAVER BALANCED ACCOUNT - PORTFOLIO APPRAISAL

Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value  Assets Income Yield
COMMON STOCK
INFORMATION TECHNOLOGY
1,178  AOL Time Warner 23.79 28,028.49 20.79 24,490.60 0.0 259.16 1.1
5,670  Apple Computer 133.39 756,312.86 251.53 1,426,175.10 1.9 0.00 0.0
37,075  Cisco Systems, Inc. 17.75 658,128.71 21.31 790,068.25 1.1 0.00 0.0
23,540  Corning Inc. 17.75 417,724.36 16.15 380,171.00 0.5 1,177.00 0.3
17,105  EMC Corp. 11.07 189,409.96 18.30 313,021.50 0.4 0.00 0.0
1,435  Google Inc CI-B 415.53 596,280.89 444.95 638,503.25 0.9 0.00 0.0
14,360  Hewlett Packard Co. 23.65 339,663.97 43.28 621,500.80 0.8 1,148.80 0.2
8,560  Int'l Bus Machines 79.53 680,802.04 123.48 1,056,988.80 1.4 4,280.00 0.4
25,415  Intel Corporation 14.14 359,311.50 19.45 494,321.75 0.7 3,558.10 0.7
27,730 Micron Technologies, Inc. 10.60 293,940.77 8.49 235,427.70 0.3 0.00 0.0
41,550 Microsoft Corporation 26.27 1,091,368.18 23.01 956,065.50 1.3 4,570.50 0.5
25,535  Oracle Systems Corp. 18.20 464,758.43 21.46 547,981.10 0.7 0.00 0.0
10,905  Qualcomm Inc. 37.02 403,694.89 32.84 358,120.20 0.5 1,744.80 0.5
13,825  Texas Instruments 22.40 309,665.81 23.28 321,846.00 0.4 1,382.50 0.4
6,589,090.86 8,164,681.55 10.9 18,120.86 0.2
CONSUMER STAPLES
13,950  Coca Cola Co. 52.19 728,048.11 50.12 699,174.00 0.9 5,301.00 0.8
12,351  Kraft Foods Inc. 25.04 309,289.34 28.00 345,828.00 0.5 3,334.77 1.0
10,200  Pepsico Inc. 49.69 506,876.54 60.95 621,690.00 0.8 4,335.00 0.7
11,655  Philip Morris Intl. 33.22 387,229.82 45.84 534,265.20 0.7 0.00 0.0
16,580  Procter & Gamble 58.23 965,411.15 59.98 994,468.40 1.3 6,632.00 0.7
8,190  Walgreen Co. 39.45 323,079.12 26.70 218,673.00 0.3 2,538.90 1.2
3,219,934.08 3,414,098.60 4.6 22,141.67 0.6
FINANCIALS
10,750  American Express Co. 20.59 221,316.04 39.70 426,775.00 0.6 1,935.00 0.5
58,298 Bank of America Corp. 14.92 869,979.52 14.37 837,742.26 1.1 37,310.72 4.5
8,985  Bank of NY Co. 28.80 258,799.45 24.69 221,839.65 0.3 2,156.40 1.0
8,480  Berkshire Hathaway 78.77 667,958.58 79.69 675,771.20 0.9 0.00 0.0
78,260  Citigroup - New 10.63 831,946.02 3.76 294,257.60 0.4 25,043.20 8.5
2,625 Franklin Resources 54.77 143,764.90 86.19 226,248.75 0.3 183.75 0.1
3,765  Goldman Sachs Grp. 106.03 399,192.32 131.27 494,231.55 0.7 1,317.75 0.3
26,595  JP Morgan Chase 34.96 929,683.21 36.61 973,642.95 1.3 10,106.10 1.0
11,245  Loews Corp 35.68 401,237.34 33.31 374,570.95 0.5 7,028.12 1.9
7,760 Metlife Inc. 40.19 311,848.79 37.76 293,017.60 0.4 1,629.60 0.6
17,595  Morgan Stanley 33.93 596,929.19 23.21 408,379.95 0.5 4,750.65 1.2
5,860  Prudential Financial 26.17 153,379.71 53.66 314,447.60 0.4 2,344.00 0.7
5,744  Simon Property Grp. 56.37 323,776.05 80.75 463,828.00 0.6 3,159.20 0.7
13,205 U.S. Bancorp 2291 302,501.90 22.35 295,131.75 0.4 9,903.75 3.4
3,390 Visa Inc. 83.59 283,367.39 70.75 239,842.50 0.3 0.00 0.0
26,120  Wells Fargo & Co. 31.35 818,752.53 25.60 668,672.00 0.9 29,254.40 4.4
7,514,432.94 7,208,399.31 9.6 136,122.65 1.9

Page 1
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Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value Assets Income Yield
HEALTH CARE
8,340 Abbott Laboratories 53.31 444,645.33 46.78 390,145.20 0.5 3,002.40 0.8
6,175 Amgen Inc. 50.79 313,649.29 52.60 324,805.00 0.4 0.00 0.0
10,820  Bristol Myers Squibb 22.02 238,229.42 24.94 269,850.80 0.4 3,354.20 1.2
6,800  Express Scripts Inc. 44.38 301,756.12 47.02 319,736.00 0.4 0.00 0.0
7,605  Gilead Sciences Inc. 44.47 338,175.10 34.28 260,699.40 0.3 0.00 0.0
16,805 Johnson & Johnson 58.53 983,614.96 59.06 992,503.30 1.3 7,730.30 0.8
4,340 McKesson HBOC Inc. 60.91 264,337.68 67.16 291,474.40 0.4 1,041.60 0.4
8,315  Medtronic, Inc. 45.06 374,666.71 36.27 301,585.05 0.4 3,658.60 1.2
18,815 Merck & Co. Inc. 39.97 752,053.16 34.97 657,960.57 0.9 7,149.70 1.1
44,550 Pfizer Inc. 20.74 923,903.46 14.26 635,283.00 0.8 14,256.00 2.2
6,820 Thermo Fisher Scientific 46.55 317,483.28 49.05 334,521.00 0.4 0.00 0.0
9,160 UnitedHealth Group 33.77 309,293.81 28.40 260,144.00 0.3 274.80 0.1
5,561,808.33 5,038,707.72 6.7 40,467.60 0.8
CONSUMER DISCRETIONARY
2,310 Amazon.Com Inc 122.18 282,226.79 109.26 252,390.60 0.3 0.00 ?
6,450  Best Buy Co. 40.26 259,676.36 33.86 218,397.00 0.3 2,580.00 1.2
11,515 CVS Corp. 32.33 372,301.87 29.32 337,619.80 0.5 690.90 0.2
26,172 Comcast Corp.-Cl A 16.52 432,447.72 17.37 454,607.64 0.6 1,635.75 0.4
9,415  Disney Walt Co. 29.03 273,293.91 31.50 296,572.50 0.4 3,295.25 1.1
28,030  Ford Motor Co. 11.64 326,159.88 10.08 282,542.40 0.4 0.00 0.0
18,285 Home Depot Inc. 25.67 469,363.39 28.07 513,259.95 0.7 4,114.12 0.8
6,025 Kohls Corporation 58.61 353,151.16 47.50 286,187.50 0.4 0.00 0.0
15,605  Lowe's Companies 20.15 314,404.11 20.42 318,654.10 0.4 3,121.00 1.0
8,570 McDonalds Corp. 55.02 471,548.96 65.87 564,505.90 0.8 3,213.75 0.6
14,865 News Corp-Cl A 7.86 116,867.20 11.96 177,785.40 0.2 891.90 0.5
5,430 Nike, Inc. - Class B 64.97 352,761.58 67.55 366,796.50 0.5 2,606.40 0.7
9,990  Omnicom Group 36.46 364,205.43 34.30 342,657.00 0.5 7,992.00 2.3
8,055 TJX Companies, Inc. 39.67 319,570.04 41.95 337,907.25 0.5 2,255.40 0.7
7,935 Target Corp. 47.88 379,911.80 49.17 390,163.95 0.5 1,269.60 0.3
12,958 Time Warner Inc. 29.37 380,579.86 28.91 374,615.78 0.5 2,429.63 0.6
13,685 Wal-Mart Stores 50.22 687,278.48 48.07 657,837.95 0.9 3,250.19 0.5
6,155,748.52 6,172,501.22 8.2 39,345.89 0.6
TELECOMMUNICATION SERVICES
34,065 AT&T 30.02 1,022,591.78 24.19 824,032.35 1.1 13,626.00 1.7
1  Citadel Broadcasting 25.82 25.81 0.01 0.01 0.0 0.00 0.0
20,385 Verizon Comm. 29.53 601,911.00 28.02 571,187.70 0.8 8,765.55 1.5
1,624,528.59 1,395,220.06 1.9 22,391.55 1.6
INDUSTRIALS
6,335 3M Co. 65.73 416,413.25 78.99 500,401.65 0.7 3,167.50 0.6
6,495 Boeing Co. 48.86 317,333.23 62.75 407,561.25 0.5 2,598.00 0.6
4530 Caterpillar Inc. 56.68 256,764.93 60.07 272,117.10 0.4 1,902.60 0.7
5,990 Danaher Corp. 35.79 214,366.82 37.12 222,348.80 0.3 179.70 0.1
5,140 Deere & Company 57.61 296,102.04 55.68 286,195.20 0.4 1,439.20 0.5
9,025 Emerson Electric 36.05 325,370.30 43.69 394,302.25 0.5 13,808.25 3.5
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Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value  Assets Income Yield
3,490 Fedex Corp. 78.72 274,743.62 70.11 244,683.90 0.3 1,256.40 0.5
62,955 General Electric Co. 25.32 1,594,185.48 14.42 907,811.10 1.2 19,516.05 2.1
11,825 Honeywell Intl., Inc. 41.45 490,200.41 39.03 461,529.75 0.6 3,251.87 0.7
10,660  Johnson Controls 22.52 240,065.08 26.87 286,434.20 0.4 3,837.60 1.3
5,085  Lockheed Martin Corp. 70.55 358,751.84 74.50 378,832.50 0.5 7,119.00 1.9
6,470  Northrop Grumman 49.64 321,181.15 54.44 352,226.80 0.5 7,764.00 2.2
5,780 Ryder System 47.39 273,892.24 40.23 232,529.40 0.3 1,329.40 0.6
4,865 Union Pacific Corp. 51.34 249,754.68 69.51 338,166.15 0.5 3,892.00 1.2
7,450 United Parcel Svc-Cl B 56.24 418,953.73 56.89 423,830.50 0.6 3,352.50 0.8
8,075 United Tech Corp. 48.51 391,735.48 64.91 524,148.25 0.7 2,584.00 0.5
6,439,814.29 6,233,118.80 8.3 76,998.07 1.2
ENERGY
5,240  Anadarko Peteroleum 63.00 330,114.76 36.09 189,111.60 0.3 1,886.40 1.0
2,690  Apache Corp. 100.24 269,655.28 84.19 226,471.10 0.3 403.50 0.2
11,855  ChevronTexaco Corp. 57.20 678,135.30 67.86 804,480.30 1.1 7,705.75 1.0
9,805  ConocoPhillips 43.80 429,469.47 49.09 481,327.45 0.6 4,608.35 1.0
3,300  Devon Energy Corp. 77.50 255,733.61 60.92 201,036.00 0.3 528.00 0.3
25,194 Exxon Mobil Corp. 60.28 1,518,745.21 57.07 1,437,841.67 1.9 10,077.74 0.7
10,285 Halliburton Company 21.97 225,914.05 24.55 252,496.75 0.3 3,085.50 1.2
7,430 Marathon Oil 21.28 158,106.29 31.09 230,998.70 0.3 11,888.00 5.1
5,895 National Oilwell Varco 24.72 145,719.09 33.07 194,947.65 0.3 0.00 0.0
8,770  Occidental Pete 68.52 600,931.83 77.15 676,605.50 0.9 2,806.40 0.4
7,510 Schlumberger LTD 45.70 343,228.46 55.34 415,603.40 0.6 1,577.10 0.4
13,275  Williams Co., Inc. 19.61 260,260.36 18.28 242,667.00 0.3 1,460.25 0.6
5,216,013.72 5,353,587.12 7.1 46,026.99 0.9
UTILITIES
18,155  Duke Energy Corp. 15.35 278,721.40 16.00 290,480.00 0.4 23,238.40 8.0
6,590  Exelon Corp. 54.70 360,466.52 37.97 250,222.30 0.3 3,031.40 1.2
639,187.92 540,702.30 0.7 26,269.80 4.9
MATERIALS
12,760  AK Steel 16.62 212,039.30 11.92 152,099.20 0.2 638.00 0.4
2,850  Cliffs Natural Resources 47.74 136,056.44 47.16 134,406.00 0.2 28.50 0.0
17,510 Dow Chemical Co. 26.18 458,357.37 23.72 415,337.20 0.6 23,463.40 5.6
11,300 Du Pont (E.IL.) 30.19 341,183.50 34.59 390,867.00 0.5 4,633.00 1.2
5,505  Freeport MC Co. - CI B 77.81 428,340.27 59.13 325,510.65 0.4 2,408.44 0.7
3,260 Praxair, Inc. 62.55 203,900.83 75.99 247,727.40 0.3 2,216.80 0.9
1,779,877.71 1,665,947.45 2.2 33,388.14 2.0
COMMON STOCK 44,740,436.97 45,186,964.12 60.3  461,273.22 1.0
U.S. TREASURY NOTES/BONDS
3,172,000 U.S. Treasury Note 100.12  3,175,717.26 100.53  3,188,850.23 43 27,755.00 0.9
0.875% Due 01-31-12
500,000 U.S. Treasury Note 100.31 501,562.50 101.43 507,148.58 0.7 6,875.00 1.4

1.375% Due 11-15-12
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900,000  U.S. Treasury Note 101.95 917,507.81 104.54 940,851.96 1.3 23,625.00 2.5
2.625% Due 06-30-14

500,000 U.S. Treasury Note 99.15 495,761.71 102.13 510,625.07 0.7 10,625.00 2.1
2.125% Due 11-30-14

500,000 U.S. Treasury Note 101.19 505,939.25 101.72 508,595.04 0.7 10,625.00 2.1
2.125% Due 05-31-15

Accrued Interest 14,101.87 0.0
U.S. TREASURY NOTES/BONDS 5,596,488.53 5,670,172.76 7.6 79,505.00 1.4
GOVERNMENT AGENCIES

150,000 Fed Home Loan Mtg 101.22 151,828.50 110.00 165,000.00 0.2 6,750.00 4.1
4.500% Due 07-15-13

270,000  Fed Natl Mtg Assoc 101.25 273,375.00 110.53 298,434.37 0.4 12,487.50 4.2
4.625% Due 10-15-13

360,000 Fed Natl Mtg Assoc 101.97 367,088.40 113.72 409,387.50 0.5 18,000.00 4.4
5.000% Due 03-15-16

300,000 Fed Natl Mtg Assoc 115.35 346,045.50 123.72 371,156.25 0.5 18,750.00 5.1
6.250% Due 05-15-29

Accrued Interest 13,289.06 0.0
GOVERNMENT AGENCIES 1,138,337.40 1,257,267.19 1.7 55,987.50 4.5
MORTGAGE BACKED SECURITIES
FNMA/FHLMC

115,156  FGCI #E97963 101.78 117,207.05 107.46 123,747.62 0.2 5,757.79 4.7
5.000% Due 07-01-18

183,568  FGCI #G18008 100.31 184,141.88 106.57 195,634.17 0.3 8,260.57 4.2
4.500% Due 09-01-19

137,350  FNCI #831192 98.79 135,682.99 107.40 147,511.58 0.2 6,867.52 4.7
5.000% Due 11-01-20

251,102  FGCI #G11900 98.91 248,355.42 108.43 272,269.74 0.4 13,810.60 5.1
5.500% Due 02-01-21

459,596  FGCI #G12335 98.59 453,133.04 107.30 493,169.61 0.7 22,979.81 4.7
5.000% Due 05-01-21

183,724  FNCL #886599 99.52 182,833.71 108.23 198,838.56 0.3 10,104.80 5.1
5.500% Due 08-01-21

111,179 FGCI #G18175 100.37 111,595.27 108.10 120,180.56 0.2 6,114.87 5.1
5.500% Due 04-01-22

83,945  FGCI #G12777 98.83 82,959.29 106.77 89,630.90 0.1 4,197.26 4.7
5.000% Due 08-01-22

121,621 FNCI #949663 100.41 122,113.78 108.17 131,562.51 0.2 6,689.17 5.1
5.500% Due 08-01-22

200,574  FNCL #799556 99.64 199,853.15 106.27 213,149.95 0.3 10,028.70 4.7
5.000% Due 11-01-34

562,127  FNCL# 832869 96.80 544,121.28 106.14 596,669.61 0.8 28,106.35 4.7
5.000% Due 09-01-35

124,026  FNCL #805625 98.47 122,127.18 107.60 133,452.33 0.2 6,821.45 5.1
5.500% Due 12-01-35

196,522 FNCL #852028 99.16 194,863.58 109.02 214,251.92 0.3 11,791.30 5.5

6.000% Due 01-01-36
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430,098 FNCL #868450 99.22 426,738.34 107.51 462,381.68 0.6 23,655.42 5.1
5.500% Due 04-01-36
586,803 FNCL #938289 98.68 579,057.00 107.48 630,724.96 0.8 32,274.15 5.1
5.500% Due 07-01-37
170,922 FGLMC #G03216 96.12 164,287.14 105.94 181,068.26 0.2 8,546.12 4.7
5.000% Due 09-01-37
218,281 FNCL #899719 96.12 209,807.36 105.97 231,305.87 0.3 10,914.05 4.7
5.000% Due 09-01-37
762,971 FNCL #256925 100.77 768,815.76 108.65 828,945.45 1.1 45,778.28 5.5
6.000% Due 10-01-37
Accrued Interest - 21,161.80 0.0
4,847,693.22 5,285,657.07 7.1 262,698.20 5.0
GNMA
128,323 GNJO #605142 100.75 129,285.73 107.14 137,480.45 0.2 5,774.55 4.2
4.500% Due 03-15-19
142,779 GNSF #594139 100.09 142,913.29 107.49 153,469.33 0.2 7,138.97 4.7
5.000% Due 10-15-33
97,369 GNSF #671531 100.25 97,612.15 108.29 105,441.56 0.1 5,355.28 5.1
5.500% Due 09-15-37
Accrued Interest 1,471.65 0.0
369,811.16 397,862.99 0.5 18,268.80 4.6
MORTGAGE BACKED 5,217,504.38 5,683,520.06 7.6 280,967.00 5.0
SECURITIES
COMMERCIAL MORTGAGE BACKED SECURITIES
500,000 Merrill Lynch Mtg Tr 96.99 484,941.41 88.69 443,445.00 0.6 27,497.19 6.2
5.499% Due 01-12-44
1,000,000 JPMCC 2006-LDP9 A3 99.09 990,937.50 98.83 988,350.00 1.3 53,360.00 5.4
5.336% Due 05-15-47
Accrued Interest 3,598.19 0.0
COMMERCIAL MORTGAGE 1,475,878.91 1,435,393.19 1.9 80,857.19 5.6
BACKED SECURITIES
CORPORATE BONDS
UTILITY BONDS
142,000 Duke Energy Corp. 101.07 143,515.10 113.16 160,686.77 0.2 7,526.00 4.7
5.300% Due 10-01-15
300,000 Natl Rural Utilities 119.23 357,705.00 116.54 349,620.00 0.5 21,600.00 6.2
7.200% Due 10-01-15
140,000 Carolina Power & Light 100.44 140,616.00 112.85 157,990.00 0.2 7,350.00 4.7
5.250% Due 12-15-15
110,000 SBC Comm Inc. 101.37 111,508.10 113.34 124,677.30 0.2 6,187.50 5.0
5.625% Due 06-15-16
500,000 South Carolina E&G 105.04 525,222.50 102.48 512,418.00 0.7 26,500.00 5.2

5.300% Due 05-15-33
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500,000 Comcast Corp. 101.42 507,095.00 108.13 540,650.00 0.7 32,250.00 6.0
6.450% Due 03-15-37
Accrued Interest 20,483.41 0.0
1,785,661.70 1,866,525.48 2.5  101,413.50 5.5
FINANCIAL BONDS
140,000 Gen. Elec. Cap. Corp. 102.21 143,089.80 101.17 141,637.16 0.2 6,825.00 4.8
4.875% Due 10-21-10
500,000 HSBC Finance 115.58 577,912.50 107.99 539,969.50 0.7 31,875.00 5.9
6.375% Due 11-15-12
500,000  Progressive Corp. 94.84 474,220.00 110.74 553,713.50 0.7 35,000.00 6.3
7.000% Due 10-01-13
1,000,000  Principal Life Inc. FDG 96.71 967,130.00 106.73  1,067,301.00 1.4 51,000.00 4.8
5.100% Due 04-15-14
700,000  JP Morgan 98.58 690,032.00 110.76 775,326.30 1.0 39,900.00 5.1
5.700% Due 11-15-14
1,000,000  US Bancorp 100.38  1,003,780.00 102.40  1,023,975.00 1.4 31,500.00 3.1
3.150% Due 03-04-15
110,000  Gen. Elec. Cap. Corp. 101.59 111,750.10 106.22 116,837.49 0.2 5,940.00 5.1
5.400% Due 02-15-17
500,000  Hartford Financial 97.04 485,225.00 99.12 495,585.50 0.7 26,875.00 5.4
5.375% Due 03-15-17
500,000  Lehman Bros. Holdings 98.70  493,480.00 0.05 250.00 00  32,500.00 13,000.0
6.500% Due 07-19-17
900,000  Bank of America Corp. 110.12 991,097.00 114.55 1,030,957.20 1.4 68,625.00 6.7
7.625% Due 06-01-19
Accrued Interest 68,774.17 0.1
5,937,716.40 5,814,326.82 7.8 330,040.00 5.7
INDUSTRIAL BONDS
142,000  GE Company 101.48 144,108.70 107.24 152,274.41 0.2 7,100.00 4.7
5.000% Due 02-01-13
100,000  Schering-Plough 101.31 101,313.00 112.18 112,176.30 0.1 5,300.00 4.7
5.300% Due 12-01-13
500,000  Deere & Company 107.33  536,670.00 11845  592,257.00 0.8  34,750.00 5.9
6.950% Due 04-25-14
500,000 Discovery Communications 100.23 501,132.50 102.52 512,622.00 0.7 18,500.00 3.6
3.700% Due 06-01-15
645,000  Cisco Systems 98.29 633,966.00 115.20 743,035.48 1.0 35,475.00 4.8
5.500% Due 02-22-16
134,000  Abbott Labs 104.44 139,944.20 116.99 156,765.53 0.2 7,872.50 5.0
5.875% Due 05-15-16
500,000  Anheuser Busch 100.18 500,918.63 107.50 537,512.50 0.7 25,250.00 4.7
5.050% Due 10-15-16
300,000  Costco Companies 101.60 304,794.00 115.10 345,301.80 0.5 16,500.00 4.8
5.500% Due 03-15-17
450,000  Coca-Cola Enterprises 118.68 534,051.00 124.29 559,285.20 0.7 32,062.50 5.7

7.125% Due 08-01-17
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500,000 Adobe Systems Inc. 99.64 498,225.00 103.10 515,504.00 0.7 23,750.00 4.6
4.750% Due 02-01-20

150,000 Amgen Inc 101.55 152,328.00 107.30 160,955.40 0.2 6,750.00 4.2
4.,500% Due 03-15-20

500,000 Johnson Controls Inc. 100.13 500,675.00 105.10 525,519.00 0.7 25,000.00 4.8
5.000% Due 03-30-20

550,000  Kerr-McGee Corp 104.28 573,556.50 90.86 499,756.40 0.7 38,225.00 7.6
6.950% Due 07-01-24

500,000 IBM Corp. 112.65 563,240.00 125.73 628,634.00 0.8 35,000.00 5.6
7.000% Due 10-30-25

323,000 Procter & Gamble 100.28 323,901.20 113.00 364,998.40 0.5 17,926.50 4.9
5.550% Due 03-05-37

Accrued Interest 98,166.80 0.1
6,008,823.73 6,504,764.22 8.7 _ 329,461.50 5.1
CORPORATE BONDS 13,732,201.83 14,185,616.52 18.9 760,915.00 5.4
CASH & EQUIVALENTS

Dividend Accrual 70,528.32 70,528.32 0.1 0.00 0.0

Inventor MMF 1,438,649.38 1,438,649.38 1.9 44,598.13 3.1

MMF Interest Accrual 343.37 343.37 0.0 12.02 3.5

CASH & EQUIVALENTS 1,509,521.07 1,509,521.07 2.0 44,610.15 3.0

TOTAL PORTFOLIO 73,410,369.09 74,928,454.90 100.0 1,764,115.06 2.4

Page 7


frichards
Text Box
Page 7


BEAVER SMALL CAP - PORTFOLIO APPRAISAL

Unit Total Market Pct. Annual  Cur.
Quantity Security Cost Cost Price Value  Assets Income Yield
COMMON STOCK
INFORMATION TECHNOLOGY
5,380  Arris Group Inc 7.49 40,316.25 10.19 54,822.20 0.5 0.00 0.0
3,035  Black Box Corporation 21.60 65,567.35 27.89 84,646.15 0.8 182.10 0.2
1,540  Blue Coat Systems 32.54 50,111.60 20.43 31,462.20 0.3 0.00 0.0
1,625  Brady Corp-A 20.20 32,818.28 24.92 40,495.00 0.4 910.00 2.2
10,000  CTS Corp. 9.14 91,386.00 9.24 92,400.00 0.8 300.00 0.3
3,070  Checkpoint Systems 22.67 69,590.70 17.36 53,295.20 0.5 0.00 0.0
1,000  Concur Technologies Inc 20.28 20,280.00 42.68 42,680.00 0.4 0.00 0.0
11,075  Cypress Semiconductor Corp 11.01 121,942.75 10.04 111,193.00 1.0 0.00 0.0
4,000  Ebix Inc 14.35 57,392.00 15.68 62,720.00 0.6 0.00 0.0
3,200 II-VI Inc 37.53 120,092.50 29.63 94,816.00 0.9 0.00 0.0
2,910 ]2 Global Communications 19.30 56,169.03 21.84 63,554.40 0.6 0.00 0.0
4,480 JDA Software Grp. 27.85 124,772.76 21.98 98,470.40 0.9 0.00 0.0
3,975  MKS Instruments Inc. 18.91 75,166.46 18.72 74,412.00 0.7 0.00 0.0
3,250  Microsemi Corp. 13.83 44,948.48 14.63 47,547.50 0.4 0.00 0.0
2,800  Newport Corp. 11.94 33,420.52 9.06 25,368.00 0.2 0.00 0.0
1,900 Plexus Corp 26.77 50,861.32 26.74 50,806.00 0.5 0.00 0.0
5,315  Progress Software 17.34 92,156.93 30.04 159,662.60 1.5 0.00 0.0
8,270  Radisys Corp 7.08 58,571.72 9.52 78,730.40 0.7 0.00 0.0
6,000  Skyworks Solutions Inc. 10.65 63,899.84 16.79 100,740.00 0.9 1,860.00 1.8
4,850  Standard Microsystems 22.56 109,436.75 23.28 112,908.00 1.0 0.00 0.0
2,570  Synaptics Inc 32.04 82,347.54 27.50 70,675.00 0.6 0.00 0.0
2,750  Taleo Corp-Class A 20.57 56,554.30 24.29 66,797.50 0.6 0.00 0.0
2,700  Tetra Tech Inc 22.56 60,900.60 19.61 52,947.00 0.5 0.00 0.0
10,425  Triquint Semiconductor Corp 7.71 80,350.75 6.11 63,696.75 0.6 0.00 0.0
5,230  Varian Semiconductor 20.41 106,743.76 28.66 149,891.80 1.4 0.00 0.0
3,250  Veeco Inst. Inc. 25.01 81,286.88 34.28 111,410.00 1.0 0.00 0.0
3,245  Websense Inc 11.27 36,574.43 18.90 61,330.50 0.6 0.00 0.0
1,883,659.50 2,057,477.60 18.8 3,252.10 0.2
CONSUMER STAPLES
2,600 Casey's Gen. Stores 35.57 92,480.96 34.90 90,740.00 0.8 520.00 0.6
5,675 Hain Celestial Group Inc. 21.08 119,623.98 20.17 114,464.75 1.0 0.00 0.0
1,360  J&J Snack Foods 33.21 45,159.60 42.10 57,256.00 0.5 125.80 0.2
1,350  Sanderson Farms Inc 57.96 78,250.50 50.74 68,499.00 0.6 189.00 0.3
335,515.04 330,959.75 3.0 834.80 0.3
FINANCIALS
153  Acadia Realty Trust 12.58 1,925.00 16.82 2,574.12 0.0 32.14 1.2
9,035 Biomed Realty Trust Inc. 15.29 138,176.63 16.09 145,373.15 1.3 3,026.72 2.1
4,000 Delphi Fin Gp-A 23.58 94,311.20 24.41 97,640.00 0.9 400.00 0.4
5,680  East West Bancorp Inc. 16.62 94,385.70 15.25 86,620.00 0.8 383.40 0.4
2,675  Eastgroup Properties 28.43 76,054.95 35.58 95,176.50 0.9 0.00 0.0
1,700 Entertainment Properties 40.43 68,733.04 38.07 64,719.00 0.6 1,105.00 1.7
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5,180  First Midwest Bancorp Inc 15.72 81,428.56 12.16 62,988.80 0.6 51.80 0.1
2,480 Home Properties Inc. 30.92 76,689.94 45.07 111,773.60 1.0 1,661.60 1.5
4,855 Kilroy Realty 34.27 166,380.48 29.73 144,339.15 1.3 2,815.90 2.0
4,150 N BT Bancorp Inc. 22.51 93,414.29 20.42 84,743.00 0.8 83.00 0.1
6,645  National Retail Properties 17.64 117,192.81 21.44 142,468.80 1.3 2,491.87 1.7
10,485  Old National Bancorp 12.56 131,709.93 10.36 108,624.60 1.0 0.00 0.0
2,350  Proassurance Corp 44.48 104,537.00 56.76 133,386.00 1.2 0.00 0.0
1,550  Signature Bank 38.75 60,055.06 38.01 58,915.50 0.5 0.00 0.0
8,245  Susquehanna Bancsh 10.36 85,452.84 8.33 68,680.85 0.6 2,143.70 3.1
3,370  Tanger Factory Outlet Center 30.06 101,315.30 41.38 139,450.60 1.3 1,280.60 0.9
14,355  Trustco Bank Corp. NY 6.75 96,832.59 5.60 80,388.00 0.7 2,153.25 2.7
2,970  UMB Financial Corp. 43.31 128,634.36 35.56 105,613.20 1.0 490.05 0.5
1,717,229.68 1,733,474.87 15.9 18,119.04 1.0
HEALTH CARE

2,000 Align Tech 19.46 38,918.80 14.87 29,740.00 0.3 0.00 0.0
2,000  Amedisys Inc 56.97 113,942.00 43.98 87,960.00 0.8 0.00 0.0
5,320  American Medical Sys 10.42 55,445.58 22.12 117,678.40 1.1 0.00 0.0
2,000 Amerigroup Corp 36.00 72,003.00 32.48 64,960.00 0.6 0.00 0.0
3,500  Bio-Reference Labs Inc 23.34 81,678.10 22.17 77,595.00 0.7 0.00 0.0
3,000 Catalyst Health Solutions 26.71 80,134.80 34.50 103,500.00 0.9 0.00 0.0
785  Dionex Corp. 63.86 50,130.48 74.46 58,451.10 0.5 0.00 0.0
1,775  Haemonetics Corp/Mass 54.25 96,299.50 53.52 94,998.00 0.9 0.00 0.0
5,015 Integra Lifesciences 26.70 133,906.92 37.00 185,555.00 1.7 0.00 0.0
2,990 Magellan Health Services Inc. 36.56 109,324.41 36.32 108,596.80 1.0 0.00 0.0
6,500  Medical Properties Trust Inc 9.41 61,164.35 9.44 61,360.00 0.6 1,300.00 2.1
4,000 PSS World Medical 14.40 57,581.50 21.15 84,600.00 0.8 0.00 0.0
1,850 Parexel International Corp. 21.87 40,457.47 21.68 40,108.00 0.4 0.00 0.0
2,800 Regeneron Pharmaceuticals 26.49 74,163.32 22.32 62,496.00 0.6 0.00 0.0
2,950  Salix Pharmaceuticals LTD 27.68 81,647.81 39.03 115,138.50 1.1 0.00 0.0
1,146,798.04 1,292,736.80 11.8 1,300.00 0.1

CONSUMER DISCRETIONARY
1,500 American Public Education 43.25 64,875.00 43.70 65,550.00 0.6 0.00 0.0
2,100  Buckle Inc/The 33.39 70,119.00 32.42 68,082.00 0.6 420.00 0.6
4,980 Carter's Inc 27.68 137,868.31 26.25 130,725.00 1.2 0.00 0.0
1,870  Consolidated Graphics Inc 45.98 85,977.80 43.24 80,858.80 0.7 0.00 0.0
360  Deckers Outdoor Corp 139.36 50,168.59 142.87 51,433.20 0.5 0.00 0.0
2,070  HSN Inc 29.14 60,322.49 24.00 49,680.00 0.5 0.00 0.0
2,705  Helen of Troy LTD 19.05 51,524.16 22.06 59,672.30 0.5 0.00 0.0
5,000  Hot Topic Inc 9.68 48,417.50 5.08 25,400.00 0.2 0.00 0.0
2,650  Iconix Brand Group Inc 15.51 41,103.50 14.37 38,080.50 0.3 0.00 0.0
4,300  Jack in the Box Inc. 22.42 96,404.25 19.45 83,635.00 0.8 0.00 0.0
5,700 Live Nation Ent 16.12 91,909.00 10.45 59,565.00 0.5 0.00 0.0
5,750  OfficeMax Inc 15.03 86,404.10 13.06 75,095.00 0.7 862.50 1.1
3,485  Papa John's Intl Inc 21.60 75,275.45 23.12 80,573.20 0.7 0.00 0.0
5,600  Pinnacle Entertainment Inc 10.73 60,083.52 9.46 52,976.00 0.5 0.00 0.0
2,450  Polaris Industries Inc. 22.10 54,154.94 54.62 133,819.00 1.2 931.00 0.7
6,850  Shuffle Master 8.79 60,227.26 8.01 54,868.50 0.5 0.00 0.0
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3,955  SkyWest Inc 15.35 60,692.45 12.22 48,330.10 0.4 158.20 0.3
3,305  Sovran Self Storage 24.04 79,448.80 34.43 113,791.15 1.0 2,082.15 1.8
4,740  Texas Roadhouse Inc 14.03 66,502.20 12.62 59,818.80 0.5 0.00 0.0
3,515  Toro Co. 35.26 123,932.62 49.12 172,656.80 1.6 527.25 0.3
4,800  True Religion Apparel Inc. 20.69 99,317.00 22.07 105,936.00 1.0 0.00 0.0
2,200  Wolverine W.W. 25.99 57,175.14 25.22 55,484.00 0.5 99.00 0.2
1,621,903.08 1,666,030.35 15.2 5,080.10 0.3
TELECOMMUNICATION SERVICES
3,360  Arbitron Inc. 13.53 45,467.68 25.63 86,116.80 0.8 0.00 0.0
5,100  Benchmark Electronics 17.56 89,531.01 15.85 80,835.00 0.7 0.00 0.0
3,700 Diodes Inc. 20.38 75,421.91 15.87 58,719.00 0.5 0.00 0.0
210,420.60 225,670.80 2.1 0.00 0.0
INDUSTRIALS
2,590  ABM Industries Inc. 15.76 40,823.68 20.95 54,260.50 0.5 233.10 0.4
5,790  Actuant Corp-CL A 21.86 126,589.20 18.83 109,025.70 1.0 231.60 0.2
2,245  Acuity Brands Inc. 35.07 78,728.00 36.38 81,673.10 0.7 291.85 0.4
2,635 Albany Intl Corp. 16.39 43,177.18 16.19 42,660.65 0.4 316.20 0.7
4,705  Baldor Electric Co. 27.82 130,909.21 36.08 169,756.40 1.6 799.85 0.5
1,365  CACI Intl Inc-A 46.48 63,441.45 42.48 57,985.20 0.5 0.00 0.0
1,995  Clarcor Inc. 32.84 65,521.79 35.52 70,862.40 0.6 159.60 0.2
1,800 Clearwater Paper Corp. 47.48 85,456.98 54.76 98,568.00 0.9 0.00 0.0
2,755  Coinstar, Inc. 30.77 84,759.60 42.97 118,382.35 1.1 0.00 0.0
3,840  Curtiss-Wright Corp. 36.89 141,648.22 29.04 111,513.60 1.0 307.20 0.3
2,670  Emcor Group Inc. 19.53 52,155.22 23.17 61,863.90 0.6 0.00 0.0
2,610  Esterline Tech Corp. 32.13 83,849.29 47.45 123,844.50 1.1 0.00 0.0
1,770 Forward Air Corp 22.64 40,068.20 27.25 48,232.50 0.4 0.00 0.0
2,900 Gardner Denver Inc. 49.31 142,988.50 44.59 129,311.00 1.2 0.00 0.0
13,300  GenCorp Inc. 3.28 43,621.34 4.38 58,254.00 0.5 0.00 0.0
2,600  H.B. Fuller Co. 20.85 54,211.56 18.99 49,374.00 0.5 182.00 0.4
3,135 Heartland Express Inc. 14.23 44,602.90 14.52 45,520.20 0.4 250.80 0.6
1,755  Hub Group 24.59 43,155.45 30.01 52,667.55 0.5 0.00 0.0
3,550 Intevac Inc 14.05 49,884.96 10.67 37,878.50 0.3 0.00 0.0
2,675  Kaydon Corp. 40.32 107,866.96 32.86 87,900.50 0.8 401.25 0.5
5,000 Littelfuse Inc 31.04 155,175.84 31.61 158,050.00 1.4 0.00 0.0
2,555  Mueller Ind Inc. 23.35 59,655.42 24.60 62,853.00 0.6 1,022.00 1.6
3,725  Orbital Sciences Corp 17.95 66,863.02 15.77 58,743.25 0.5 0.00 0.0
1,775  Teledyne Inc. 39.64 70,361.21 38.58 68,479.50 0.6 0.00 0.0
1,825  United Stationers Inc. 32.66 59,598.52 54.47 99,407.75 0.9 0.00 0.0
1,935,113.71 2,057,068.05 18.8 4,195.45 0.2
ENERGY
715  Carbo Ceramics 30.03 21,470.66 72.19 51,615.85 0.5 343.20 0.7
1,515  Dril-Quip 25.84 39,147.52 44.02 66,690.30 0.6 0.00 0.0
3,220  Holly Corp 21.78 70,131.60 26.58 85,587.60 0.8 483.00 0.6
3,000 Hornbeck Offshore Services 23.68 71,053.20 14.60 43,800.00 0.4 0.00 ?
2,000  Lufkin Industries Inc 42.54 85,075.00 38.99 77,980.00 0.7 500.00 0.6
4,165  Oil States Intl 13.01 54,193.61 39.58 164,850.70 1.5 0.00 0.0
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Unit Total Market Pct. Annual Cur.
Quantity Security Cost Cost Price Value  Assets Income Yield
6,000 Penn Virginia Corp. 20.47 122,827.43 20.11 120,660.00 1.1 337.50 0.3
10,000  Petroquest Energy Inc. 6.94 69,367.84 6.76 67,600.00 0.6 0.00 0.0
920 Seacor Smit Inc. 57.33 52,743.30 70.66 65,007.20 0.6 0.00 0.0
3,855 St. Mary Land & Exp. 17.63 67,966.88 40.16 154,816.80 1.4 192.75 0.1
4,350 World Fuel Services Corp. 25.18 109,534.43 25.94 112,839.00 1.0 3,262.50 2.9
763,511.47 1,011,447.45 9.3 5,118.95 0.5
UTILITIES

6,765 Avista Corp. 16.71 113,015.41 19.53 132,120.45 1.2 1,116.22 0.8
5,600  El Paso Electric 20.71 116,000.64 19.35 108,360.00 1.0 0.00 0.0
5,000 Piedmont Nat. Gas Co. 24.37 121,862.75 25.30 126,500.00 1.2 1,300.00 1.0
350,878.80 366,980.45 3.4 2,416.22 0.7

MATERIALS
1,700 Arch Chemicals, Inc. 25.65 43,605.00 30.74 52,258.00 0.5 0.00 0.0
2,515 Eagle Materials Inc. 21.81 54,864.35 25.93 65,213.95 0.6 25.15 0.0
98,469.35 117,471.95 1.1 25.15 0.0
COMMON STOCK 10,063,499.27 10,859,318.07 99.3 40,341.81 0.4

CASH & EQUIVALENTS

Dividend Accrual 13,856.19 13,856.19 0.1 0.00 0.0
Investor MMF 59,969.64 59,969.64 0.5 1,859.06 3.1
MMF Interest Accrual 25.43 25.43 0.0 0.89 3.5
CASH & EQUIVALENTS 73,851.26 73,851.26 0.7 1,859.95 2.5
TOTAL PORTFOLIO 10,137,350.53 10,933,169.33 100.0 42,201.76 0.4
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MEDIA PERSPECTIVE

Dow Slides 10% in Volatile Second Quarter

stors Hunker pown With Gold, Treasurys as Volatility Spikes,; EU Fiscal Uncertainty Remains

Inve
By Tom Lauricella, Wall Street Journa

Volatility returned to global financial
markets with a vengeance in the second
quarter, sending investors fleeing from stocks
world-wide and driving them into defensive
investments, especially U.S. Treasurys and
gold.

With the Dow Jones Industrial Average

Quarterly

Stock indexes fell...
Performance this quarter

Markets Review

And investors took to gold
Front-month contract

The ‘fear gauge’ spiked...
CBOE'’s volatility index

f

closing out the quarter at a new low for the 5% 0 $1,250a troy ounce I A W
year, the turn of events marks a sharp 5 , J .‘“h"l
reversal in the “risk” rally that began last 40 1,200 [ '\‘,f
March, and the escalation of the tumult bears 0 i AV
resemblance to the path of the 2008 financial 30 1,150 ,r""’lb,.r'
crisis. -3 {

Now, the question dominating financial 20 1,100
markets as the first half closes is when the ) —_ DJIA ‘
renewed bout of heightened fear W|I_I end. 9 — S&P500 10 1,050
The answer, some observers say, is not Nasda
anytime soon. 12 9 000

“A huge amount of confidence was pulled April May June April May June ' April May June

out of the market during this period,” says
John Brynjolfsson, investment chief at hedge
fund Armored Wolf.

The Dow ended the second quarter down 1,082.61 points, or 10%, at
9774.02, its first quarterly drop since the first three months of 2009.

The challenge for investors is that the worries run the gamut of
economic, fiscal and regulatory issues—none of which are likely to be
resolved overnight. Such “macro” issues have pushed to the background
“micro” positives, mainly continued good news from U.S. corporate earnings.

Against this backdrop, investors have hunkered down. They are waiting
to see clear evidence that a recent bout of softer-than-expected economic
news in the U.S. isn't the precursor to a double-dip recession. In particular,
investors will be looking for renewed private-sector job growth to pick up the
slack as government stimulus efforts wind down.

Investors also want reassurance that the global financial system isn't
again in danger, this time as a result of the sovereign-debt crisis in Europe.
Key to that is seeing improvement in the interbank lending market in
Europe, where banks have grown wary of lending to one another.

“It's a ‘show-me’ market,” says Robert Doll, chief equity strategist at
BlackRock Inc.

Source: WSJ Market Data Group; Thomson Reuters

“Fresh in everybody’s mind is the carnage of late 2008 and early 2009,”
he says. “Therefore, their mentality is to sell first, ask questions later and be
content with earning 3% on 10-year Treasurys.”

On the quarter’s final day, the Dow slumped into the closing bell, losing
96.28 points, or 1%. That left it almost 13% below its 2010 high set on April
26, placing it firmly in a correction. The Dow stands 31% below its record
close of 14164.53 from October 2007 but up more than 49% from its 12-
year low of 6547.05 hit on March 9, 2009.

The Standard & Poor’s 500-stock index posted its worst quarterly
performance since the final three months of 2008 when the financial crisis
was in full swing. With a 1% loss Wednesday, the S&P 500 fell about 12%
during the quarter to 1030.71.

Meanwhile, investors flocked to investments seen as safe havens. Gold
rose 12% per troy ounce to $1,245.50, finishing the quarter just shy of its
record high of $1,257.20. U.S. Treasury prices also rose sharply, driving the
yield significantly lower. The yield on the U.S. Treasury 10-year note finished
the quarter at 2.96%, down from 3.84% at the end of March and making
Treasurys one of the best-performing asset classes for the quarter.




The seeds of the second-quarter turmoil were planted in the first quarter
as the Greek debt crisis began stirring. But as the second quarter got under
way, investors viewed the problems in Europe as contained.

In late April, the Dow rallied to 11204.28 and the S&P 500 reached
1217.28, their highest levels since the week that Lehman Brothers filed for
bankruptcy in September 2008. Reflecting that comfortable outlook, the
Chicago Board Option Exchange’s VIX, a measure of the S&P 500’s volatility
known as the “fear gauge,” collapsed to readings below 15, its lowest level
since 2007.

As the quarter progressed, the situation in Greece deteriorated rapidly
and worry about “contagion”"—the idea that the crisis would spread far
beyond its roots—reared its head and slammed stock and bond markets in
other debt-laden European countries. At the same time, some investors
grew worried that China, in an effort to slow its booming economy, would
end up slamming on the brakes too hard and derail a key global growth
engine.

As if that wasn't enough, the May 6 “flash crash,” when the Dow plunged
700 points in just eight minutes, raised concerns about the soundness of the
day-to-day workings of the U.S. stock market.

With investors facing a laundry list of macroeconomic woes, the response
has been an exodus from riskier investments that rode the initial wave of
optimism about a global recovery starting last March.

Showing the renewed tumult, the VIX fear gauge jumped back to finish
the quarter at 34.54. But more than just stocks took big hits from the
selling. Copper, a key industrial commodity, lost 17% during the quarter and
oil fell 9.7% to $75.63 a barrel.

In the bond market, the gap between investment-grade bonds and U.S.
Treasurys rose to more than 2 percentage points from 1.5 in late April,
according to Bank of America Merrill Lynch indexes. Junk bonds saw their
biggest rally in history come to an abrupt end, with spreads over Treasurys
jumping to more than 7 percentage points from around 5.5.

For stock investors, these big-picture concerns have all but erased the
glow from good earnings news. “We had hoped 2010 would be back to stock
picking, but so far that's not the case,” BlackRock’s Mr. Doll says.

Michael O'Rourke, strategist at brokerage firm BTIG, says that on a
“micro” level, stocks look attractive for long-term investors willing to brave
the volatility and uncertainty.

The stocks in the S&P 500 are trading at a price/earnings ratio of about
13.5 times 2010 estimates compared to a historical average P/E around 16,
Mr. O'Rourke says.

Conversely, he says, U.S. Treasurys are extremely expensive by a widely
watched measure. Usually, yields on the 10-year note are roughly comparable
to the earnings yield on the S&P. Instead, the S&P is yielding rates of 7%
while yield on the 10-year dropped below 3% in the final days of the quarter.

"On that basis, equities are much more attractive than Treasuries,” Mr.
O’Rourke says.

Until the systemic fears and worries about a double-dip recession abate,
investors seem to feel safer having the risk button on their portfolios switched
off.

Robert Sinche, chief strategist at hedge-fund manager Lily Pond Capital
Management, thinks the new quarter won't bring much relief. “There’s going
to be a lot more uncertainty over the next couple months,” he says.

Part of the problem, Mr. Sinche says, is that it will take some time for the
disruptions in the financial markets to work their way into the real economy.
In the case of Europe, which has a reputation for shutting down in July and
August, the true extent of any impact from the recent turmoil may not
become clear until October when September economic data are published.

In the meantime, “every time we get a positive number, the sentiment is
likely to be ‘Yeah, but we haven't seen the impact of the spring,”” Mr. Sinche
says.

As far as the U.S. is concerned, Barry Knapp, strategist at Barclays Capital,
will be taking his cues from the labor market and, in particular, weekly jobless
claims. Claims had dropped by roughly one-third from their peak by March,
but that improvement stalled.

“If jobless claims were to resume their downtrend...that would be a big
plus for the capital markets,” Mr. Knapp says. He argues that the recent
softness in U.S. economic data reflects a normal easing off in the pace of the
recovery after its initial surge last year.

As for the worries about Europe dragging down the global economy, he
thinks they are overblown. “I don't think anybody was buying into Europe
being an engine of growth,” he says.

Others argue that the systemic worries, particularly concerns about
Europe’s banks, will slowly fade on its own accord—assuming they don't prove
founded.

The outlook “may look bad now because we're working from a place of
extreme risk aversion,” says Sebastien Galy, senior foreign-exchange
strategist at BNP Paribas. "But if you give it some time...and every day [that]
investors are a little bit less fearful than yesterday, they can release more
capital to invest in risk.”

© Copyright 2010, The Wall Street Journal. All rights reserved.
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