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Discipline Ð the simplest strategy
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You should carefully consider the investment objectives, potential risks, management
fees, and charges and expenses of the Funds before investing. The Funds' prospectus
contains this and other information about the Funds and should be read carefully
before investing. You may obtain a copy of the Funds' prospectus by calling 800-
544-6060. Past performance is no guarantee of future results. The investment return
and principal value of an investment in the Funds will fluctuate so that an investor's
shares, when redeemed, may be worth more or less than their original cost. Current
performance of the Funds may be lower or higher than the performance quoted.
Standardized performance data current to the most recent month end may be
obtained by calling 800-544-6060.



ÒInvestment return is far
more dependent on investor

behavior than on fund
performance.Ó

The role of the investor

* DALBAR, a Boston based financial research firm that is independent from the Advisors,
researched the result of actively trading mutual funds in a report entitled Quantitative Analysis
of Investor Behavior (QAIB).

QAIB 2007 examines real investor returns for a period of 20 years for equity, fixed income
and asset allocation funds from January 1987 through December 2006.

QAIB quantitatively measures sales, redemptions and exchanges (provided by the Investment
Company Institute) and describes these measures as investor behaviors. The measurement
of investor behavior is the net dollar volume of these activities that occur in a single month
during the period being analyzed.

Ð DALBAR Quantitative Analysis of Investor Behavior (QAIB), 2007*



The role of the investor

Factors that drive irrational behavior
In our opinion, correcting these behaviors is central to improving investor results

Loss aversion Ð expecting to find high returns with low risk.

Narrow framing Ð making decisions without considering all implications.

Anchoring Ð relating to familiar experiences, even when inappropriate.

Mental accounting Ð taking undue risk in one area and avoiding rational risk  in others.

Unsystematic Diversification Ð seeking to reduce risk, but simply using different sources.

Herding Ð copying the behavior of others even in the face of unfavorable outcomes.

Regret Ð treating errors of commission more seriously than errors of omission.

Media response Ð tendency to react to news without reasonable examination.

Optimism Ð belief that good things happen to me and bad things happen to others.



It is easier to make the right decision
when markets are rising and the fear

of loss is on the back burner.

The really smart decision, that most
investors get wrong, is to invest

when the market is down.*

Source: DALBAR Quantitative Analysis of Investor Behavior, 2007.
www.dalbarinc.com

* DALBARÕs examination of investor behavior notes that as markets
rise, investors pour cash into mutual funds, and a selling frenzy
begins after a decline. Tracking the dollars going into and out of
mutual funds over a given month compared to market performance
proves the correlation: as markets rise, cash flows swell; as markets
decline, cash flows deflate.

The role of the investor



Investors Guess Wrong During Declines

The Guess Right Ratio is strongest during periods of rising markets (1992, 1995, 1996,1997 and 2003,
2005, 2006) but investors make most mistakes after down turns (1988, 1989, 2002). These mistakes
occur because investors are driven by the fear that the markets will not recover Ðeven though broad
indices show that markets do indeed recover.

The overall Guess Right Ratio for the 20 year period is 61%.

The Guess Right Ratio indicates when the average equity investor correctly
ÒguessesÓ the direction of the market, in percent.*

Source: DALBAR Quantitative Analysis of Investor Behavior 2007.
www.dalbarinc.com Past performance is no guarantee of future results.

* DALBAR tracked net flows into mutual funds from January 1987 through December 2006 to determine
if investors made short term gains by correctly anticipating the direction of the market. The average
investor guesses right when there is either net inflow followed by a market rise or net outflow followed
by a down turn.  In general, profits are made when the Guess Right Ratio exceeds 50%, indicating that
 investors must be right at least half the time in order to gain more than is lost.  Note that this statistic
is not dollar weighted so it cannot be used to measure returns.

The average investor refers to the universe of all mutual fund investors whose actions and financial
results are restated to represent a single investor. This approach allows the entire universe of mutual
fund investors to be used as the statistical sample, ensuring ultimate reliability.
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Retention is critical to investment success for the obvious
reason that one cannot benefit from the market if one is not
in the market.

While it is highly profitable to avoid market down turns, very
few investors do so successfully. Unless one can predict
when down turns will occur and for how long, the strategy
of getting out preemptively in order to avoid any losses
simply does not work.

After all, the market moved up 60% of the time and
down only 40% for each month of the last 20 years.*

The role of consistency

Source: DALBAR Quantitative Analysis of Investor Behavior 2007.
www.dalbarinc.com Past performance is no guarantee of future results.

* Equity performance is represented by the Standard & PoorÕs 500 Composite Index, an
unmanaged index of 500 common stocks generally representative of the U.S. stock market.



Asset allocation funds promise to
handle decisions for investors and
investors actually hold them for longer.

The 20 year analysis shows that
asset allocation funds are held for
substantially longer periods than
either equity or fixed income funds.*

Asset Allocation Investors Show Discipline

Source: DALBAR Quantitative  Analysis of Investor Behavior 2007. www.dalbarinc.com
Past performance is no guarantee of future results.

* Retention is projected based on the length of time to fully liquidate the average
investorÕs account at the redemption rate for the period in question. QAIB 2007
examined real investor returns for a period of 20 years for equity, fixed
income and asset allocation funds from January 1987 through December 2006.

Equity performance is represented by the Standard & PoorÕs 500 Composite Index,
an unmanaged index of 500 common stocks generally representative of the U.S. stock
market
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Asset Allocation Funds Encourage Good Behavior

Asset Allocation Investors Retention (Years)

Source: DALBAR Quantitative Analysis of Investor Behavior 2007. www.dalbarinc.com
Past performance is no guarantee of future results.

* QAIB 2007 examined real investor returns for a period of 20 years for equity, fixed
income and asset allocation funds from January 1987 through December 2006.
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Longer retention rates are expected, given that asset allocation funds handle the rebalancing for investors.
The historical retention rates for these funds give evidence that this strategy does indeed work.

Retention rates for asset allocation investors are substantially longer than either of their equity or fixed
income counterparts. At an average retention rate of 5.2 years, asset allocation funds are successful in
limiting those investor losses that occur due to fear based selling.

Even in the face of the most severe market declines in history (2000 Ð2002), retention in these funds
remained above 3.6 years.

This level of retention limited realized losses and benefited from the market recovery.*



Long Term Investor Returns Now Beat Inflation
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The favorable equity market
since 2003 has boosted long
term equity investor returns
past the inflation level.

For two consecutive years,the
20 year equity investor return
remains ahead of inflation.*

Source: DALBAR Quantitative  Analysis of Investor Behavior 2007. www.dalbarinc.com
Past performance is no guarantee of future results.

* QAIB 2007 examined real investor returns for a period of 20 years for equity, fixed
income and asset allocation funds from January 1987 through December 2006. The
average investor refers to the universe of all mutual fund investors whose actions and
financial results are restated to represent a single investor. This approach allows the
entire universe of mutual fund investors to be used as the statistical sample, ensuring
ultimate reliability.

The S&P 500 is an unmanaged index of 500 common stocks generally representative
of the U.S. stock market The fact that buy- and-hold has been a successful strategy
in the past does not guarantee that it will continue to be successful in the future.



The Rule of 72
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Rate of Return Investment Doubles Every...

How compounding functions

Investors should note that volatility, including fluctuating prices and
uncertainty of rates of return inherent in investing in stocks and bonds

over extended periods of time, will affect the actual return received.

This example is for illustative purposes only, and does not
represent the performance of any particular API Trust investment.

Source: Zweig Consulting, LLC




