To: Ray Cunningham
From:

CC: Jim Lummanick
RE: Market timing
Date: June 26, 2002

. During the month of June, the Dynamics fund has experienced significant shareholder
inflows and outflows that appear to be caused by.market timing activity. The daily
shareholder activity amounts have ranged from $76 million to $113 million 10.5198
million to 2 high of $260 million. There is 2 clear trend that the money flows in either in
one or two days then is out either the next day or within two days. This pattern is
disruptive to the portfolio management of the fund and has caused overdrafts as well as
additional purchases and sales of securities. The amounts of the daily activity have .
clearly been increasing to a material percentage of the fund’s assets (the ‘high so far this
month was 5.25% TNA on 6/19/02). : '

Upon review of the June 24, 2002 Month-to-Date Sales and Redemptions report, I noted
that the month-to-date exchanges-in for DYNR were $591.281. million and the
exchanges-out month-to-date were $594.744 million. These amounts represent
approximately 13% TNA in one month’s activity. (Class C amounts were $42.6 million
and $42.7 million, respectively.) The cash position that the fund maintains is able to
cover most redemptions. However, if the timing activity continues to Increase, higher
cash positions will be required to avoid borrowings. - e

This type of activity is not in the best interests of the other fund shareholders.

Note also that the Sales and Redemption report also indicates that the following funds are
experiencing high Jevels of exchanges: TEC, FIN, HEA, among others. The activity is
in both class R and class C. The month-to-date total exchanges for the non-money i
market funds were: . :

In, $1.6 billion and Out, $1.7 billion. The money markets were $1.7 billion and $1.6
billion, respectively. The grand total is $3.3 billion in and $3.3 billion out which is a

significant volume. .
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