NAF BENEFIT ENHANCEMENT PLAN 401(K)

JULY 2002 401(K) RETURNS 

LARGE CAP GROWTH



INTERMEDIATE BOND

AXP New Dimensions


PIMCO Total Return

7/02

-6.54



7/02

   .54



YTD

-18.06


YTD

  4.44

12 mts
-21.00


12 mts
  7.62







S&P 500 INDEX 



STABLE VALUE

AXP S&P 500 Index



American Express Trust Income II

7/02

-7.79



7/02

.43

YTD

-20.05

 
YTD

2.89




12 mts
-23.74


12 mts
5.27

LARGE CAP VALUE



LIFESTYLE FUNDS

Davis New York Venture


American Express Long Term (95:5)

7/02

 -5.63


7/02

-9.49

YTD

 -15.57


YTD

-18.28

12 mts
 -17.29


12 mts
-21.54

SMALL-MID CAP GROWTH


American Express Long Term (80:20)

Franklin Small-Mid Cap


7/02

-8.15

7/02

 -12.70


YTD

-16.11

YTD

 -29.23
    

12 mts
-18.45

12 mts
 -30.30










American Express Long Term (65:35)

SMALL CAP VALUE



7/02

-6.19

Brown Capital Small Cap Growth      YTD

-12.22

7/02

  -15.71


12 mts
-13.36

YTD

  -37.30

12 mts
  -30.56


American Express Short Term (25:75)







7/02

-1.98

SMALL CAP VALUE



YTD

-4.01

Neuberger Berman Genesis

12 mts    
-3.29
7/02

-6.73





YTD

-5.98

12 mts
-1.71 

INTERNATIONAL EQUITY

Artisan International

7/02

 -11.07

YTD

 -12.09

12 mts
 -15.89

Message from MCCS Assistant Treasurer:

As you already know, the markets did not turn around in July and the only investment options in the plan that did not lose ground were the Trust Income Fund and PIMCO Total Return Fund.  We have all heard the analysts reasons for the decline in the markets and what it will take to return them to a higher level.  So I thought I would take the time to pass on what I believe to be very useful information to anyone invested in the plan:  the benefit of our 5% company match and the concept of Dollar Cost Averaging.  In past few months we have talked about Diversification, Asset Allocation and Compound Interest.  The idea behind dollar cost averaging is that you are buying into the market at continuous and regular intervals.  The chart below will show the advantages of fully utilizing the company match and investing regularly in a down market and how it can be of an advantage to you.

	INVESTMENT
	PRICE/SHARE
	SHARES
	USMC 5% MATCH
	SHARES

	$100
	$10
	10
	$5
	.5

	$100
	$8
	12.5
	$5
	.625

	$100
	$5
	20
	$5
	1

	$300
	
	42.5
	
	2.125


42.5 shares purchased with employees’ investment +2.125 shares purchased through company match = 44.625 total shares.

Current value of fund @ $5 a share:44.625 shares X $5/share=$223.13 or –26%

If price moves back to $8 a share: 44.625 shares X $8= $357, gain of +19%

If price moves back to $10 a share: 44.625 shares X $10-$446.25 gain of +49% on your initial investment.

The above chart shows you the advantage of investing enough money to take advantage of the whole company match and believing in your asset allocation enough to continue to invest in a down market.  You can see that even when the exampled security went from $10 down to $8 you still had more money than you started with, if you take into account the company match.  If you continued to invest while the market was going down you would be lowering your average cost of the shares and when the market returned to its previous levels you would see even more of an advantage of the match and your continued investing.  The moral of the story is to pick an allocation that you are comfortable with and are willing to stick with during down markets as well as good.  Continue to invest in the plan and invest at least enough to take advantage of the full company match.

This is a simple example and there are no guarantees in investing, but there are things you can do to better your chances of accumulating a healthy nest egg for your retirement.  Dollar cost averaging and taking advantage of the company match does not assure you of making a profit in a declining market, you should also consider your ability to continue investing in a down market and at low market prices.  But by taking advantage of the company match, dollar cost averaging, rebalancing and picking a well diversified allocation, you can give yourself a better chance to make money in the market long term.

