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Point of Interest

* The U.S. spends an average of $5,635 per person in public and private
   health care, much higher than Norway coming in second at an
   average of $3,800 per person.
* Rich countries total 50% of world GDP, but only 15% of the world
   population.
* Estimates are that 20% of Japan and Italy’s population will be over 65
   years of age by 2006. This isn’t expected to occur in the U.S. until 2036.
* The top tourist destinations in 2004 were France, Spain, and the U.S.
* The Netherlands and U.K. both have cell phone penetration rates
   above 100%. The U.S. and Japan are at 60% and 71%, respectively.
* The mayor of a Columbian town has made it illegal to spread rumors
   as it could result in unintended consequences.
* Social security taxes paid by French and Italian employers as a
   percentage of labor costs are 28% and 25%, respectively. The U.S. is
   much lower at 7.1%.
* Hong Kong has the highest number of skyscrapers.
* Germany, Finland, Greece, and the Czech Republic have a greater
   percentage of overweight men versus the U.S. 

2ND QUARTER 2005 COMMENTARY       (page 1 of 2)

Once again this quarter, the U.S. dollar strengthened against most 
major developed currencies as a result of higher U.S. interest 
rates, stronger U.S. economic growth, the expatriation of U.S. 
profits abroad by U.S. companies seeking to take advantage of 
temporary tax breaks, and the expectation of lower European 
interest rates. Relative to the European euro, Japanese yen, 
British pound, and Swiss franc, the U.S. dollar advanced 6.7%, 
3.5%, 5.3%, and 7.2%, respectively. This strengthening should be 
positive for foreign companies that export as products become 
more pr ice compet i t ive in the U.S. The Swiss central bank 
surprisingly lowered interest rates 50 basis points to stimulate 
domestic demand. This was welcomed by market participants as 
many expect the European central bank will follow suit. In local 
currency terms, the best performing foreign market for the quarter 
was Finland whi le the worst was Por tugal . As for emerging 
markets, Egypt topped the list while Venezuela came in at the 
bottom. Oil prices surpassed $60 per barrel and continued to 
create volatility in the world equity markets. Prior to this quarter, the market blamed the rising price of oil not just on supply and 
demand disruptions, but also on the weakening U.S. dollar as oil is U.S. dollar quoted. A strengthening U.S. dollar should have eased 
oil prices, but to no avail. Another irony was that the price of gold and the U.S. dollar, which have historically had a highly inverse 
correlation, moved in parallel this quarter as the European euro has been increasingly seen as unstable especially post the French 
and Dutch ‘NO’ referendum outcomes on the European Constitution. Purely because of valuation concerns and in staying true to the 
strict investment discipline, Dean Chase did not have any companies in the portfolios during the quarter that would have directly 
benefited from the rising price of gold.

It has become visibly clear that Germany, France, and Italy, which account for 70% of euro-zone GDP, will need to embark on more 
aggressive structural reforms to stimulate growth. For example, inflexible labor laws in many euro-zone countries discourage 
companies from hiring in the first place pushing up the unemployment rate. German unemployment stands at 12% while France is 
at 10%. Out of a total 22 million unemployed in Europe, 13 million are in the euro-zone. On a positive note, Germany’s ruling 
coalition has called for early elections. The markets rejoiced as the belief is that new blood could ignite much needed reforms. Italy 
is technically in recession with one structural root cause being less competitiveness in key industries such as textiles, leather, 
furniture, and shoes relative to lower cost Asian and Eastern European manufacturers. Tax cuts in Italy have failed to boost domestic 
demand exacerbating fiscal problems. The Dean Chase representative portfolio ended the quarter with an 8.4% allocation to 
companies in Germany and limited exposure to Italian stocks.

In Asian markets, China continued to be pressured to revalue the yuan and allow market forces to prevail. CNOOC’s takeover offer 
for Unocal may be just the sort of leverage the U.S. needs to push for Chinese revaluation as the transaction would require U.S. 
approval. In Japan, Prime Minister Junichiro Koizumi continues to push for long-overdue reforms and has slowly had success with 
one recent example being the forthcoming privatization of Japan Post, the largest savings institution in the world with $3.2 trillion in 
U.S. equivalent assets. While shareholder activism continues to move forward in Japan, there have been disappointments with some 
companies announcing the possible initiation of poison pills should unsolicited suitors come along. The inclusion of independent 
and outside directors on company boards could reduce such value-destructive management tactics. In general, Japan needs to 
recognize that shareholders own a company, not management. Japanese lawmakers should also change the laws prohibiting 
company acquisitions with stock. During the quarter, Japan and South Korea announced lower expected growth because of higher 
energy costs. Both countries lack domestic oil reserves. 

In Latin America, President Hugo Chavez of Venezuela, as usual, continued his anti-U.S. rhetoric while building closer relations with 
Cuba. Brazil also experienced volatility due to a recent political scandal and higher domestic interest rates. It has been suggested by 
industry observers that controls to prevent such scandals from recurring may ultimately rein in government spending thus lowering 
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domestic interest rates which would be a long term positive for 
Brazil. 

The Internat ional Equity Value gross of fees per formance 
composite for the quarter was -1.33% while the MSCI EAFE Index 
was -1.01%. Year to date, the composite performance was -0.78% 
compared to -1.17% for the index. As a reminder, Dean Chase is 
benchmark blind and should be expected to have low benchmark 
sensitivity and high tracking error. On a U.S. dollar basis, portfolio 
performance was positively impacted by investments in the 
electric utilities and communications equipment industries, while 
being negated by those in the insurance and food products 
indus t r ies . U .S . based exposure to the Nether lands and 
Switzerland hurt performance and was not entirely offset by 
positive contributors such as South Korea. Being an absolute 
bottom-up investor, portfolio allocations in certain industries, 
count r ies , and market cap i ta l i za t ion ranges are so le l y a 
by-product of the investment process. During the quarter, portfolio positions were sold in the commercial banks and beverages 
industries whilst pare-backs were completed in the diversified financial services and electric utilities industries. Sales and 
pare-backs were initiated as local share price appreciation of some companies in the portfolios resulted in zero or low margins of 
safety. Dean Chase opportunistically reinvested the proceeds in attractive investments in the information technology, 
telecommunication services, and industrials sectors primarily in the mid-capitalization arena.  Approximately 7.5% of the 
representative portfolio was turned-over and the large-capitalization exposure (over $5 billion U.S. dollar equivalent) weighted at 
73.9%. The median market capitalization was $13,651 million and the representative portfolio had 35 securities. 

The concept of reversion to the mean is of utmost importance to an absolute value investor like Dean Chase. Generally, poorly 
operated companies with low operating margins relative to their industry peers tend to be shunned by the marketplace as they 
extrapolate such poor performance into the future. The reverse can be said for companies having great operating results. However, 
good companies are not necessarily good investments as they are often seen as such by the market and are typically overpriced. 
Dean Chase conducts thorough fundamental research on companies to assess the long-run profitability of the business, and often, 
poor operating results make for great long-term investments. As is also the case, macro-economic country factors, especially in 
emerging markets, can also cause companies to become undervalued presenting attractive investment opportunities. 

Worth mentioning is that numerous studies have shown that emerging managers can add more value to portfolios relative to larger 
investment advisory firms. As an emerging manager, Dean Chase has more flexibility in portfolio management. Dean Chase will 
continue to buy companies that trade at a significant discount below internal estimates of intrinsic worth. In our opinion, the Dean 
Chase portfolios are well positioned for long-term capital appreciation.  
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Fee Schedule
International Equity Product

Dean Chase will charge an annual advisory fee as a percentage of assets 
under management, according to the following fee schedule:

Values less than $1,000,000:
 * 1.25%  ...on the �rst $1 million

Values from $1 million and up to $10 million:
 * 1.00%  ...on the �rst $5 million
 * 0.90%  ...on the next $5 million

Values from $10 million and up to $50 million:
 * 0.85%  ...on the �rst $10 million
 * 0.75%  ...on the next $10 million
 * 0.60%  ...on the next $30 million

Values greater than $50 million:
 * 0.55%  ...on the �rst $50 million
 * 0.50%  ...on the next $50 million
 * 0.45%  ...on the next $50 million
 * 0.40%  ...on the next $50 million
 * 0.35%  ...on all amounts thereafter




