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I am honored to have had the opportunity to serve as President of the Michael Price Student Investment Fund (MPSIF) and owe my gratitude to last year’s founding members for laying the foundation for this year’s class.  Not only did this year’s class inherit a fully functional asset management organizational structure, but also three portfolios that have performed well over the volatile market environment last Summer - not an insignificant point given that the Funds’ inception date was March 2000, the very peak of the market!

As of February 28, 2001, we marked the end of our first year in existence.  The total market values for all three funds had increased from our starting point of $1,800,000 to $1,913,700.  More importantly, however, performance since we began investing successfully outpaced our performance benchmarks.  The table, below, summarizes market performance from March 1, 2000 through February 28, 2001 for each MPSIF fund as well as for several market indices:

	MPSIF Total Market Value 3/1/00:
	1,800,000

	MPSIF Total Market Value 2/28/01:
	1,913,700

	12 Month Total Return (all 3 funds):
	6.3%

	Growth Plus Income Fund 12 Month Return:
	(8.4%)

	Small Cap Fund 12 Month Return:
	9.1%

	Value Fund 12 Month Return:
	18.3%

	Nasdaq 12 Month Return:
	(55.02%)

	S&P 500 12 Month Return:
	(9.87%)

	DJIA 12 Month Return:
	3.53%


Background


MPSIF was started last year thanks to a generous $2 million donation from Michael Price.  The gift served a dual purpose.  The first, of course, was to provide students with the valuable experience of managing real money.  Second, Mr. Price stipulated that 5% of the Fund’s value would be distributed annually to the Price College of Business at the University of Oklahoma, his alma mater.  Each year, this money will provide a number of students from Price College with the chance to spend a semester at Stern.

Significant Milestones During Our Founding Year (Academic Year 1999/2000)

Last year’s founding class, under the guidance of Professor Keenan, prepared an investment thesis/prospectus, developed an organizational structure that created the three funds we now manage, and established the procedural framework that governs how we present and vote upon investment ideas.  Furthermore, specific positions were created to ensure smooth operation: Portfolio Manager, Director of Research, Director of Fund Services, Market Strategist and, of course, Research Analysts.

These initiatives also included the formidable task of administering the $2 million donation, initiating a relationship with our broker, Merrill Lynch, and navigating through the University’s administrative requirements.  After getting the infrastructure in place, last year’s class invested approximately half of the funds into securities that met our investment criteria, and placed the remaining money in mutual funds that closely tracked the relevant benchmark(s).

Milestones This Year (Academic Year 2000/2001) – How Have We Done?
With the groundwork successfully laid in place last academic year, we detailed the following goals for our class in our semi-annual report, dated August 31, 2000:

 Invest the remaining proceeds.

This year each fund has carefully examined new investment ideas and selectively voted stocks into the portfolio.  Although we anticipated being fully invested by year-end 2000, the market downtrend forced us to focus on screening stocks thoroughly and picking our entry points carefully.  As a result, we have maintained a healthy cash position in all three funds and have successfully cushioned the portfolio against the sharp market downturn.

 Achieve increased visibility at Stern and within the investment community.

In order to strengthen our perspective on the money management profession, we worked to increase our interaction with Stern Public Affairs this year.  We have begun developing a promotional plan that will provide for more prominent communication of MPSIF in Stern promotional literature as well as to alumni and investment professionals.

In addition to the above, we created the following cross-divisional sub-committees to focus on emerging issues:

· Fixed Income Committee – This committee is focused on actively managing the fixed income portion of our portfolio in order to enhance returns and create a liability funding strategy to meet out scholarship payments to the University of Oklahoma.

· Risk Management Committee – This committee evaluates the fund as a whole to make sure that multiple funds are not inadvertently concentrating risk in any one sector or position.

· Marketing Committee – This committee strives to improve the visibility of MPSIF within Stern.  It focuses on fund-raising and recruiting in an effort to provide the fund with cutting edge resources and to ensure participation from the most qualified students.

I believe we have had a successful year organizationally as well as in our investment experience.  We plan to leave next year’s class with a well performing fund and a portfolio management program that we believe is on its way to becoming the best of any graduate asset management initiative! 

Dhruv Mohindra, CFA

MPSIF President, Fall 2000/Spring 2001
MPSIF Mission Statement

The Michael Price student Investment Fund (“MPSIF” or the “Fund”) was established to provide students of the Leonard N. Stern School of Business at New York University with practical investment management experience.  The returns generated by MPSIF will be used to provide scholarships to selected students from the Michael F. Price College of Business at the University of Oklahoma for study at the Stern School of Business, and to support other educational activities at the Stern School of Business.

_________________

Fund Benefactor

Mr. Michael F. Price established the Michael Price Student Investment Fund at the Leonard N. Stern School of Business at New York University in 1999 by means of a $2 million donation to found the student led fund.  Mr. Price made a name for himself as a succe4ssful value investor at Heine Securities under the tutelage of mentor Max Heine.  Mr. Price purchased Heine Securities in 1988 and became sole owner of the mutual fund firm, which he later sold to Franklin Resources.  Mr. Price holds a bachelor’s degree from the School of Business at the University of Oklahoma.

_________________

MPSIF
Management
The MPSIF has been sub-divided into three Funds: Value Fund, Small-Cap Fund and Growth & Income Fund.  Each Fund consists of a Portfolio Manager, Trading Group, Fund Services Group, Economist Group and Research Group.  From time to time committees may be created to address issues common to all three Funds.  Currently three such committees are in place to address Fixed Income Strategy, Risk Management and Marketing.

Please refer to the Organization Chart on page ___ for a list of members and positions.  Additional membership information can be found on our Website at: www.stern.nyu.edu/mpsif/home
_________________

Faculty Advisor

Mr. W. Michael Keenan, CFA currently serves as Faculty Advisor for MPSIF.  Mr. Keenan is the Deputy Chairman and Professor of Finance at the Leonard N. Stern School of Business at New York University.  Mr. Keenan holds a Ph.D. and Masters of Science degree from Carnegie Mellon University and a Bachelor of Science degree from Case Western Reserve.

The objective of all MPSIF Funds is to maximize total return consistent with the risk contemplated for an endowment fund, while maintaining both capital preservation and an acceptable rate of growth.  Overall objectives include protection of fund values from inflation over a three to five year period, returns exceeding appropriate benchmarks for individual Funds, a focus on long-term opportunities rather than short-term trading gains and an acceptable level of diversification.

Each MPSIF Fund maintains a different investment strategy that is consistent with the overall objectives of MPSIF.  The individual strategies are outlined as follows:

_________________

MPSIF Value 

Fund
The Value Fund seeks to obtain maximum long-term capital appreciation while protecting the endowment from undue risk to principal.  Additionally, the asset allocation of the fund will be structured to accommodate a 5% annual distribution to the external beneficiaries.  The fund invests mainly in the common stock of companies, which the fund’s management considers to be undervalued compared to their intrinsic value.  The fund’s management searches for companies throughout the world whose stocks are attractively priced and poised for a positive change.  A small component of the portfolio is also invested in bonds in order to reduce the volatility of the portfolio and provide a consistent income stream to fund the objectives of the endowment.  The fund typically holds approximately 75% of its assets in common stocks and 25% in fixed income securities.  At all times the fund seeks to be fully invested.

_________________

MPSIF Small Cap

Fund
The Small-Cap Fund seeks to achieve long-term capital appreciation through investing in US domestic and ADR equity securities with market capitalization ranging from $100 million to $3 billion and investment grade fixed income securities.  The Fund will invest in a blended approach of growth and value orientations.  Asset allocation will be structured to accommodate a goal of 5% annual income distribution, while providing form real long-term appreciation of investment principal.  The Fund seeks opportunities for above market returns through the consistent application of a disciplined investment strategy.  The goal of the Fund is to outperform the market on a risk-adjusted basis over the course of a market cycle.

_________________

MPSIF Growth &

Income Fund
The Growth & Income Fund seeks long-term growth of capital with limited emphasis on income.  The Fund primarily invests in common stocks of US companies with attractive growth opportunities, but also has the flexibility to invest in other types of securities including foreign equity securities and convertible securities.  The Fund’s core investments are in high growth sectors including technology and health care.  Approximately 25% of the Fund’s total assets will be invested in fixed income securities in order to produce a consistent level of income.

_________________

Principal Risks of
Not Insured 

Investing in any
Mutual funds are not insured by the FDIC or any other agency, unlike bank

Mutual Fund, 
deposits, such as CD’s or savings accounts.

Including these

Funds
No Guarantee
No mutual fund can guarantee that it will meet its investment objectives.

Possible Loss of Investment

A mutual fund can not guarantee its performance, nor assure investors that the market value of investments will increase.  Investors may lose money invested, and the Funds will not reimburse you for any of these losses.

Volatility

The price of mutual fund shares will increase or decrease with changes in the value of a Fund’s underlying investments and swings in the equity markets as a whole.

_________________

Risks Associated
Market Risk 

With Particular
Equity stock prices vary and may fall, thus reducing the value of the Fund’s 

Investments
investments.  Stocks selected for any Fund’s portfolio may decline in value more than the overall stock market.  In general, the securities of large businesses with outstanding securities worth $5 billion or more have less volatility than those of mid-size businesses with outstanding securities worth more than $1 billion, or small businesses with outstanding securities worth less than $1 billion.

Liquidity Risk

A Fund’s portfolio is liquid if the Fund is able to sell the securities it owns at a fair price within a reasonable amount of time.  Liquidity is generally related to the market trading volume for a particular security.  Investments in smaller companies or in foreign companies or companies in emerging markets are subject to a variety of risks, including potential lack of liquidity.

Interest Rate Risk

Changes in interest rates will affect the resale value of debt securities held in a Fund’s portfolio.  In general, as interest rates rise, the resale value of debt securities decreases; as interest rates decline, the resale value of debt securities generally increases.  Debt securities with longer maturities usually are more sensitive to interest rate movements.

Duration Risk

Duration is a measure of a debt security’s sensitivity to interest rate changes.  Duration is usually expressed in terms of years, with longer durations typically more sensitive to interest rate fluctuations.

Derivatives Risk 1

A derivative is a financial instrument with a value “derived,” in some manner, from the price of another security, index, asset or rate.  Derivatives include options and futures contracts, among a wide range of other instruments.  The principal risk of investments in derivatives is that the fluctuations in their values may not correlate perfectly with the overall securities markets.  Some derivatives are more sensitive to interest rate changes and market price fluctuations than others.  Also, certain derivatives may be subject to counterparty risk.

Options and Futures Risk 1
Options and futures are common types of derivatives that a Fund may occasionally use to hedge investments.  An option is the right to buy or sell a security ore other instrument, index or commodity at a specified price on or before a specified date.  A future is an agreement to buy or sell a security or other instrument, index or commodity at a specified price on a specified date.

Counterparty Risk 1
Counterparty risk is associated primarily with repurchase agreements and some derivatives transactions.  It is the risk that the other party in the transaction will not fulfill its contractual obligation to complete the transaction with a Fund.


1
Since MPSIF’s inception these securities have not been used by any of the Funds.  Therefore these investment risks have not been applicable over the past year.  However, the Funds are allowed to engage in certain derivative strategies and as a result investors should be aware of the potential risks.

_________________

Performance
The following information illustrates the Funds’ performance for their first year of operation and compares their performance to each fund’s respective market index/ benchmark.  Returns are based on past results and are not an indication of future performance.
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