December 7, 2001

Monthly Mutual Fund Report

Statistics for October 2001

Sales and Redemptions

Total assets for al funds increased in October by $200.5 billion, or 3.1
percent, to $6.6 trillion. Money market funds had a net cash inflow of
$73.9 billion compared to an inflow in September of $53.9 billion. Other
funds (equity, hybrid, and bond) had a net cash inflow of $15.8 billion,
compared to an outflow of $23.0 billion in September. New sales of
non-money market funds, the purchase of new shares excluding
reinvested dividends, were $112.2 billion in October, up from $76.9
billion in September. The value of non-money market assets appreciated
by $103.4 billion in October, following a depreciation of $364.7 billion
in September.

Total assets of equity funds increased by $91.4 billion, or 3.0 percent, to
$3.11 trillion. There was a $0.7 billion net cash inflow to equity fundsin
October, compared with an outflow of $29.4 billion in September. The
market value of assets appreciated by $90.0 billion. Y ear-to-date cash
flows are $14.9 billion. During the same period in 2000, cash flows were
$292.8 hillion.

Total assets for hybrid funds, which invest in amix of stocks and bonds,
increased 1.9 percent, or $6.1 billion, to $330.2 billion. In October, there
was a $1.6 billion net cash inflow for these funds. Y ear-to-date, their net
cash inflows have been $6.0 billion compared to an outflow of $29.5
billion during the same period in 2000.

Bond funds experienced a cash inflow of $13.5 billion, while their total
assets rose by $25.1 hillion, to $934.8 billion. The market value of bond
funds assets increased by $10.8 billion, after adjusting for net sales and
reinvested dividends. The assets of tax-exempt funds increased by 1.4
percent while the assets of taxable bond funds increased by 3.4 percent.

Assets of taxable and tax-exempt money market funds increased
$77.9 billion, to $2.24 trillion, an increase of 3.8 percent for taxable
money market funds and an increase of 2.4 percent for tax-exempt
funds.




Liquidity Ratio

The liquidity ratio for bond and hybrid funds decreased from 4.4 to
4.3 percent, while the ratio for equity funds remained 5.6 percent
(figure 4).

Weekly Flows

In November, there were outflows from equity funds of 0.4 percent of
total assets with returns of 4.8 percent. Bond funds had inflows of 0.4
percent and returns of 0.1 percent for the month.

Index funds had monthly inflows of 0.7 percent and returns of 9.0
percent. Aggressive growth funds had monthly inflows of 0.1 percent
and returns of 6.2 percent. Small-cap funds had inflows of 1.9 percent
and returns of 6.2 percent.

There were outflows from international funds in October of 2.1
percent of assets and returns of 2.8 percent. Latin America funds had
outflows of 0.8 percent and returns of 8.3 percent. Japan funds had
outflows of 1.1 percent and losses of 4.7 percent of assets for the
month of November. Pacific funds that do not invest in Japan had
outflows of 1.0 percent and returns of 10.4 percent of assets.

Capital Market Returns and Volatility

The S& P 500 ended November at 1139.45, an increase of 4.8 percent
from the beginning of the month. The 12-month return was —12.3 percent
at month-end. The annualized volatility for the daily return on the S&P
500 was 22.4 percent.

The 12-month average return on the Salomon Brothers Bond Index was
11.2 percent for November. Volatility increased to 3.5 percent (figure 8).

Price-Earnings Ratio

The macro projections for the growth of earnings of the Standard and
Poor’ s 500 index over the next two years have increased to 5.9 percent,
and remain below the 6.7 percent historical average annual growth rate.
The trailing price-operating earnings ratio decreased to 23.7 for the
fourth quarter from 22.2 in the third quarter, while the forward price-
operating earnings ratio increased from 19.8 in the third quarter to 22.3
during the fourth quarter (figure 9). During the third quarter the price-
earnings ratio for the Standard and Poor's Small-Cap 600 Index
decreased to 29.8 from 33.2.

For more information please contact Matthew S. Rutledge (617) 973-3198
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Sales of Mutual Funds
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Figure 2
Composition of Mutual Funds' Financial Assets
(percent of Total Financial Assets)
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Figure 3

Net Portfolio Purchases
(percent of Total Assets)
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Figure 4
Liquidity Ratio*
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Figure 5
Industry Composition
(Shaded Regions Indicate Periods of Rising Fed Funds Rate)
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Figure 6a

Weekly Flows into Mutual Funds

(percent of Total Assets)
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Figure 6b

Weekly Flows into Mutual Funds
(percent of Total Assets)
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Figure 7

Net New Sales By Investment Objective
(Shaded Regions Indicate Periods of Rising Fed Funds Rate)
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Figure 8

Capital Market Returns and Volatility

60
50
40
30
20
10

-10

-20

-30
-40

20

15

10

S&P500

Daily Returns and Volatility

percent percent
25

L i |

i 1-year average Returns ! k 4 20

- (left scale) i

- H} - 15

| - 10
5

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Salomon Brothers Bond Index

percent percent
10

I 12-month average Returns -

(left scale)

- 18

» 16

L V \/ -4

» 12

LLLIL LU LU LTI LU LR LD LI LI LU 4

Jan-89 Jun-90 Nov-91 Apr-93 Sep-94 Feb-96 Jul-97 Dec-98  May-00 Oct-01



Figure 9

S&P Price-Earnings Ratios
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Figure 10 _ _ _
Real Rate of Return on Nonfinancial Corporate Equity
(from National Income and Flow of Funds Accounts)

percent

12

11+

10

/S e e Y A
1958 1964 1970 1976 1982 1988 1994 2000

Tobin's Q*

15

0 S L AT TR T TTR AT R TTRTTTRTTATTRTATIO
1952:Q1 1959:Q1 1966:Q1 1973:Q1 1980:Q1 1987:Q1 1994:Q1 2001:Q1

Profits of Nonfinancial Corporations

(percent of GDP)

12

11

10 4 : Earnings Before Interest Payments

9 -

8 -

7 -

6 -

51 Profits

4

3 L0000 000000 00000000000 L0 AL AL LA L A
1958:Q1 1968:Q4 1979:Q3 1990:Q2 2001:Q1

* Market Value of Equity plus Net Interest Bearing Debt/ Current value of Land, Inventories, Equipment, and Structures



