Mid Cap for

very Season

id-Cap stocks are not well followed by investors. Investors

understand the solid financials and safety of the large-

cap stocks and are attracted to the growth prospect of

small-cap stocks, but rarely are investors aware of the earnings
stability and the growth consistency of mid-cap stocks.

Not all mid-cap funds are alike. Few mid-cap funds have a
track record of beating the market in the last three and five years
and fewer managers have the track record that Tony has built.

Q: Why should investors consider
investing in mid-cap funds?

A: Mid-cap stocks constitute 30
percent of the domestic equity mar-
ket's capitalization. Mid-cap stocks
are not as favored as small and large-
caps are, though they tend to offer
better investment value. In our opin-
ion, investors seeking consistency in
return should have exposure to the
mid-cap sector. In a recent study we
found that when the performance of
the S&P 400 Mid-Cap index was
measured relative to the Russell
2000 index, the mid-cap index gen-
erated 40 percent more return with
10 percent less volatility. During the
period between February 1981 (the
inception of the S&P 400 index)
and March 2004, the S&P 400 gen-
erated a 16.0 percent annual return
versus 11.4 percent for the Russell
2000, with a standard deviation of
19.6 percent for the S&P 400 and
21.8 percent for the Russell 2000.
The mid-cap index in this study
generated a higher return with lower
volatility.

Q: What is your investment process?

A: The fund is looking to invest
in mid-cap companies with market
capitalizations between $500 mil-
lion and $10 billion. We believe
that mid-cap companies offer both
the stability of large-caps and supe-
rior earnings growth. Our invest-
ment process has three components:
quantitative screening, fundamental
research and technical evaluation of
the stock and its trading history. We
look at both quantitative and quali-
tative factors.

We use a multi-factored quanti-
tative model to screen companies.
We evaluate factors related to earn-
ings, balance sheet metrics, and val-
uation. Historic earnings, earnings
growth, earnings surprises and
acceleration in earnings are some of
the other factors we analyze. In the
valuation metrics, we are looking at
ratios such as price to earnings, price
to cash flow, return and cost of cap-
ital. To us a company's return on
capital relative to its cost of capital is
important.
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Birmingham, MI 48009-6059
Tel. No. 800-239-3334
Inception 7/3/00
Total Net Assets * $10.50
Avg Mkt Cap ($ Weighted) * $5,162
Average Price/Earnings Ratio 22.80
Average Price/Book Ratio 4.24
Turnover Ratio 58%

New Investment Open
Min Initial Investment $2,500
Min Subsequent Investment $50
Min Initial IRA Investment $ 500

Risk (Against S&P 500 - 3 Years)

Alpha 0.2300
Beta 1.0261
R-Squared 0.9458
Ann Std Deviation 17.7699
Sharpe Ratio 0.1834

Returns vs. Lipper Mid-Cap Growth Index

MGOAX Index
1 Year (Cum.) 48.00% 43.03%
3 Year (Ann.) 10.73% 1.04%
5 Year (Ann.) 2.22%

Returns vs. S&P 500

MGOAX Index

1 Year (Cum.) 48.00% 35.12%
3 Year (Ann.) 10.73% 0.63%
5 Year (Ann.) -1.20%
Fees and Expenses

Max Sales Charge - Front 5.50%
Max Sales Charge - Deferred 0.00%
Max Redemption Fee 0.00%
Total Expense Ratio 1.87%
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Unlike some growth managers,
balance sheet related items, financial
leverage, and stock price trends dur-
ing different periods are critical.
Once we have selected a universe of
companies based on these metrics,
we develop a composite ranking for
each company. This ranking is the
initial step in our selection process.
Our investment process is based on
these rankings.

We are benchmark aware but we
are not looking for our holdings to
reflect the S&P 400 Mid-Cap
index, which is the benchmark we
use. Our approach is to look for
growing companies in the mid-cap
sector of the market. We seek high
growth companies with secular and
consistent earnings that are reason-
ably priced.

Once we have ranked these com-
panies, we conduct fundamental
research. We are primarily looking
for an explanation of a company's
historic results and to build some
confidence that it will be able to
improve on its past results or at least
maintain its earnings growth. It is
imperative for us to understand the
competitive profile of the company
and to understand its industry, the
company's core competencies, and
the customer and supplier base.
This information gives us critical
insight into the sustainability of the
company's growth and a founda-
tion on which we can build an
Investment case.

Lastly, we conduct technical
analysis, evaluating the stock's trad-
ing pattern and investor sentiment
towards the stock.

Q: How do you measure and con-
trol various risks?

A: Our risk control measures
aim to limit industry and sector
exposure, fund volatility and indi-
vidual security risk. In our quest to
be style pure and to deliver stable
and consistent returns, we measure
and quantify numerous factor
risks. We measure and target the

tracking error at 5 percent for our
fund relative to the S&P 400 Mid-
Cap index.

Q: Can you give examples of two
companies that you have bought and
why you like them?

A: We had been researching the
gaming sector for a while and we
were looking to invest in a leading
player. We selected International
Gaming Technology. The more we
looked at it the more we understood
the business and its growth poten-
tial. The company is the largest
manufacturer of slot machines and
has 70 percent market share. The
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company's demonstrated consisten-
cy in earnings meets our require-
ments. We also like the secular
growth nature of the earnings. We
believe drivers exist that will help
the company continue to grow its
earnings over the next three years.
Budget deficits at the state level and
the resulting need for revenue have
improved the environment for the
gambling industry. For instance,
slot machines are now allowed at
some racetracks, which are increas-
ingly referred to as racinos.
International Gaming is also enter-
ing the class two gaming market,
which includes electronic bingo
machines, and is introducing cash-
less machines, which produce high-
er profit margins.

Electronic Arts offers another
example of our investment selection

process. More money is spent in the
computer game sector than in the
movie industry. The universe of
players is growing as long-time
game fans continue to play into
their forties alongside newer,
younger video game players. The
company has a leading market share
in the industry. Electronic Arts is
the only company with such a broad
portfolio of games in different cate-
gories, including sports, movies,
children, male adult, women-specif-
ic and others. This broad portfolio
has generated consistent earnings
and, in our opinion, is better than
its competition. And the company
has an excellent track record in
launching new products.

Q: Can you give examples of com-
panies that you have reduced your
holdings in or have sold the posi-

tions in?

A: Our investment style leads us
to select companies that have consis-
tent earnings. Performance Food
Group, a leading food distributor,
has the earnings growth consistency
and leading market share we prefer.
However, its excellent earnings growth
was recently undermined by distri-
bution and procurement problems
related to such products as salads
and lettuce. Even though demand is
good for the company's fresh food
products, we believe that it will take
time to solve this problem. We were
caught with this unpleasant surprise
and we sold the stock. We like the
company's business model and
management team and will keep
monitoring its operational improve-
ments. It is a good mid-cap growth
story and we will continue to follow
the stock.

Countrywide Financial is one
example of a stock that we have
trimmed recently. The company is
one of the largest mortgage bankers,
has a leading market share and some
of the highest operating margins in
the industry. However, we are con-
cerned with the business cycle. We
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had years of expanding mortgage
originations and refinancings. This
is expected to slow down in the next
year as interest rates are likely to rise,
though management believes that
the origination and refinancing slow
down will be partially offset by fees
from their expanding servicing port-
folio. The stock is selling at roughly
9 to 10 times 2004 expected earn-
ings. It is well known that interest
rates may go up, and that is why the
stock is trading at this low valuation
—compensating for the lower
expected earnings.

Countrywide's  stock rallied
recently and, in our opinion, based
on the technical indicators, the
stock seemed to be overbought.
Countrywide has been a big holding
in our portfolio. We hold about 60
to 70 companies in the fund. We do
not make big bets on one single
stock. No one stock carries a relative
overweight of more than 3 percent
of the fund. The relative overweight
in Countrywide had reached higher
than 3 percent. The stock had done
well for us over the last three years,
and we think that the stock is over-
bought. This led us to trim our posi-
tion.

Q: What is unique in your fund
management? How does your fund
management differ from other mid-
cap managers?

A: We do not do anything that
is radically different, except that we
attempt to execute better and pay
better attention to details. We have
also made some contrarian calls, but
the consistency of the process and

keeping the investment style pure is
what we are seeking. We want to be
disciplined but not handcuffed and
close-minded.

We are a mid-cap core growth
fund and we do not have the biases

“We are looking for high
growth companies with
secular and consistent

earnings that are reason-

ahly priced.”

Tony Y. Dong

Tony Y. Dong, CFA is a Senior
Portfolio Manager with Birmingham,
MI-based Munder Capital Management.
He joined the money management
firm in 1988, and is currently respon-
sible for management of The Munder
Mid-Cap investment discipline.  As
well, Mr. Dong, manages equity and
balanced portfolios for institutional
clients, and is a member of the team
responsible for the firm's Large-Cap
Core Growth investment discipline.
He earned his BBA with Distinction
from the University of Michigan
School of Business Administration,
and his MBA in Finance from Wayne
State University.

that may affect some deep value or
high growth managers. We are disci-
plined in how we evaluate compa-

nies. We look at numerous growth
and valuation metrics. We will pay
for growth if the company's growth
rate justifies it. Because we lack cer-
tain biases, we will not keep from
investing in a fast growing company
simply due to a high P/E ratio. We
acted somewhat contrarian to the
overall market by investing in
Internet and home building compa-
nies when it was highly controversial
to do so. For example, in late 2002,
Expedia, Yahoo, and some others
looked cheap to us. We bought the
homebuilders early and held them
throughout the cycle, when many
growth investors stayed away from
the sector or under-invested in it.
We believe that the home building
industry is in a consolidation phase
and that the publicly traded compa-
nies have advantages in the market-
place relative to the smaller private
firms.

Q: Do you believe in meeting man-
agement?

A: We believe in communicating
with management. Does it add a
great amount of value? That is
debatable. But we certainly talk to
them. We like to get a feel for man-
agement's approach to their busi-
ness.

Q: How big is your research staff?

A: The fund has two full-time
analysts. We also draw on the
strength of the fifteen analysts who
work at the company.[]
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