elcome to the Investor Advisory

Servicel Since our newsletter was

first published in 1973, the |AS has
come to be a trusted source of stock investing
guidance for thousands of investors.

With its unique blend of high-quality growth
stock recommendations, a sensible long-term
market outlook, and regular updates on past se-
lections, the | AS has posted a track record that

has ﬂarnered accolades from its loyal subscrib-
TABLE OF CONTLRENTS
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Investor Advisory Service subscribers, espe-

GETTI NG STA Ru]aléy[pew ones, often ask how to interpret and
) use the information that the service provides,

or where the numbers come from and what

I N EACH | s dhegmean.

> The following is a summary of the components

e up each issue, as well as guides that

THE 88 POSIEES 1Ibr| ly explain the Stock Study and the Rank-
Ing Spreadsheets. These guides may be used as

THRANKI NG R E pageerence when reviewing past and future is-
13 sues of the Investor Advisory Service. We

hope you find them a valuable addition to your

USI NGI ABEB S| Tnkestment research.
16
Finally, a few Frequently Asked Questions are

T HE APSE RF OR MA Nahgwered here,

R EZ%O RD On behalf of the staff and analysts at the I nves-
tor Advisory Service, we thank you for sub-
FREQUENTLY Ailgandwishyou all thebestinbuilding a
QUESTI ONS successful portfolio!
22
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Getting Started

he Investor Advisory Service (IAS) was created in 1973 to service
the needs of individual investors who wanted to follow the investing
methodol ogies of Betterlnvesting, a non-profit investment education
organization, but who would rather have professionals do much of the work
of identifying and analyzing stocks.
The name of our newsletter should make our mission self-evident: We pub-
lish aservice to advise investors.

More specifically, the Investor Advisory Service is an independent equity
analysis newdetter providing subscribers with three high-quality, growth-
oriented stock selections each month. From these recommendations, sub-
scribers can build a stock portfolio best suited to their persona needs.

| nvest ment Goal s

Our goal for each stock recommended in |AS is a doubling in value in five
years, from a combination of:

Capital appreciation (the increase in the stock(s price)
Dividends (though not all companies pay them)

Price/Earnings ratio expansion (that comes from the somewhat con-
trarian practice of buying stocks that are undervalued compared with
their historical trends).

In selecting stocks with these guidelines, a portfolio of 1AS picks may be
able to reach our goal of an annualized 15% total return.

Not all individual stock recommendations will achieve that goal, of course.
Experience shows that some will do much better and some will do worse.

Although we are proud the | AS has generated results that have consistently
been better than that of the Dow Jones Industrial Average and other market
averages, there is no assurance the future will be as favorable.
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Di versify Your

A portfolio of ten to twelve stocks selected
from our recommendations has a better chance
of doing well than just a few selections. Of
course, since no one is perfect, price declines
will occur in some of the selected stocks.
Adequate diversification is aways prudent.

Choose Your Own

The Investor Advisory Service is an unma-
naged letter advisory service. In other words,
subscribers must choose on their own which
stocks to buy, as well as when to hold and
when to sell. We try to help the decision-
making process with the assistance of our
Stock Studies and the Ranking Spread-
sheets. Both of these will be explored in detall
later in this guide.

"t Sel |

It is important to recognize that we do not ad-
vocate a [frading strategy.[]

We have found that holding carefully selected
stocks over the long term produces the best re-
sults. No stock follows a time schedule,
though, and there are a'ways ups and downsin
stock prices. If the fundamental assumptions
made at the time of recommendation deteri-
orate, a sale may be recommended and follow-
up on that stock may be discontinued. Re-
member, a torpedo can come out of the dark at
any time.

Don Fear

If you buy ten stocks, chances are two will do
much better than expected, two will be disap-
pointments and the other six will follow the
expected course. When a mistake has been
made, it is best to acknowledge the error and
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sell the stock. Waiting to get even is usually a self-defeating strategy. If
you would not buy a stock that is down 25% in price, knowing that the de-
cline is well-justified, then why continue to hold it in hopes of recovering
your investment?

Publication Schedul e

An annual | AS subscription includes twelve monthly issues, and each report
contains three detailed stock recommendations, current market commentary,
recent earnings announcements, and updated news for companies currently
being tracked by the service.

The IAS is published on the fourth Friday of each month. (Exceptions may
include the December and January issues when the publication dates may be
adjusted due to the Thanksgiving and Christmas holidays.) The print edition
is mailed to subscribers via First Class Mail on that date and generaly ar-
rivesin subscriber mailboxes within two or three business days.

The onlineissue of |ASisreleased on the subscribers-only website:
http://www.iclub.com/investing/iag/

on the publication date (the fourth Friday of each month) shortly after the

market closes, and an e-mail announcement is sent to subscribers when the

issue is published on the website. Because e-mail messages do not always

arrive in atimely fashion, do not depend on the e-mail to notify you the is-

sueisavailable.

In addition to each monthly issue, we publish interim updates severa times
a year on the | AS website during months in which many companies report
their latest quarterly results, as well special alertswhen appropriate.

Make sure we have your e-mail address so that we can reach you with these
announcements as well as send renewal notices for your subscription.
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|l n Each | ssue

ach monthly issue of the Investor Advisory Service is packed with

information aimed at helping you make smarter investing decisions

about the stocks in your portfolio. From helping you gain perspective
on the broader economic outlook, to identifying new stocks to consider, |AS
will educate and inform you each month.

|l nest ment Comment s

The economy has an effect on corporate profits and hence stock prices. Each
monthis Investment Comments are necessarily general in nature, but the
column does review market and economic conditions with an eye on what
has been happening recently and what the outlook may be for the future.

Portfolio management is not carried out in a vacuum. Interest rates and the
general economy are important factors affecting stock prices. Each month,
the Key Market Indicators section presents charts of short-term and long-
terminterest rates aswell asthe level of the Standard & Poor[S 500 | ndex.

Earnings Reports

The Recent Earnings Reports give the latest quarterly earnings per share
and the percent changes tabulation for companies that have reported this in-
formation since the previous issue of 1AS. This is an effort to keep you in-
formed about the fundamental progress of the companies.

Announced dividends and stock splits are also recorded here.

Ranking Reports

All of the stocks (typically 75 to 80) currently being followed by | AS can be
found on the three ranking spreadsheets provided in the Service. The stocks
are sorted by symbol, total return and current price/earningsratio (P/E).

Please note: The | AS publication schedule is fixed, so it is possible market
prices will change between the time we go to press and when your copy ar-
rivesin your mailbox or appears online.
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Sal e of St ocks

When situations warrant, stocks will be recommended for sale. Sell recom-
mendations will be noted in this section, along with a brief rationale for the
action. Companies recommended for sale are discontinued from the service,
and are no longer covered by | AS analysts.

News of Compani es

In the interest of keeping subscribers informed about stocks followed by

I AS, News of Companiesis intended to report pertinent information that re-

flects how the companies are doing, as well as what may affect the stocks(]
performance.

The most obvious newsworthy item is the quarterly earnings report for each
company in IAS. Percent changes in sales, pre-tax profits and earnings per
share are important figures to the investor. We will comment on other finan-
cia and business devel opments as appropriate.

Stocks Recommended

The three stocks recommended each month are selected and analyzed using
the Stock Study form created in the Toolkit 6 software program (available
from ICLUBcentral at http://www.iclub.com).

The write-up that accompanies each stock study gives the reader a good
perspective on what the company does as a business and how well it is ma-
naged. This offers some insights into the elements of judgment used in pre-
paring the study.

The Investor Advisory Service is designed to help its subscribers learn more
about investing. At the conclusion of each write-up, investor contact infor-
mation is provided including the address, telephone number, and Web site
address of the company so that you are able to contact it for annual and quar-
terly reports or to do your own research on the Internet.

The investment time horizon of our recommendations is five years (or
more). If a stock meets our target of at least doubling in price in five years,
the compound annual rate of return is 14.9% plus dividend income. It takes
time for value to work out, hence the expectation to hold on for the longer
term. We suggest patience to alow value to develop as outlined in our rec-
ommendation.
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We tend to be contrarian at times. We try not to get caught up in what may
be the latest investment fad. Frequently, we will recommend stocks not on
the Wall Street institutional investorslidance cards but which are likely to
work out profitably over afive-year time frame.

Emai | ed Al ert s

If major news about a company that |AS follows becomes known in the
month between issues, we will send a brief update by e-mail to all subscrib-
ers to make you aware of this news in atimely manner. This information is
also included in the next published edition.
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