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Morningstar evaluates mutual funds based on five key pillars, which
its analysts believe lead to funds that are more likely to outperform
over the long term on a risk-adjusted basis.
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Performance 12-31-11
1stQtr  2nd Qtr 3rd Qtr 4th Qtr Total
2007 1.30 0.72 1.57 1.78 5.48
2008 1.70 0.18 -0.66 0.02 1.23
2009 249 2.87 2.56 0.80 9.00
2010 1.10 0.89 1.27 -0.16 313
201 0.38 0.96 -0.24 0.35 1.46
Trailing Total +/-BC  +/- BarCap %Rank  Growth of
Return%  Agg Bnd Gt/Ct 1-5TR Cat  $10,000
3 Mo 0.35 -0.77 -0.08 60 10,035
6 Mo 0.1 -4.87 -1.24 54 10,011
1Yr 1.46 -6.38 -1.68 51 10,146
3YrAvg 4.48 -2.29 0.54 57 11,405
5YrAvg  4.02 -2.48 -0.82 32 12178
10YrAvg 367 2.1 -0.63 34 14,339
15YrAvg 455 177 -0.62 28 19,492
Tax Analysis Tax-AdjRtn%  %Rank Cat Tax-Cost Rat %Rank Cat
3Yr(estimated)  3.45 55 0.98 56
5Yr (estimated) 2.78 31 119 56
10 Yr (estimated)  2.38 33 1.24 56

Potential Capital Gain Exposure: 0% of assets
Morningstar's Take by Kathryn Young 11-15-11

T. Rowe Price Short-Term Bond plays defense, even
when optimistic.

As economic headlines seem increasingly dour, this
fund's portfolio looks rather sanguine. It holds roughly
50% in corporate issues, pushing the upper bound of
how much manager Ted Wiese will devote to that
sector. Almost half of that (22% of assets) is staked in
bonds rated BBB while the typical short-term bond fund
has 15% in that tier. Wiese acknowledges the
economic recovery may be slowing but expects
corporate earnings to remain strong for the near future
at least.

The fund’s returns lately don't reflect an aggressive
stance though. It has lagged its typical peer somewhat
since the market recovery began in 2009 despite this
focus on corporate bonds at a time when
credit-sensitive issues have generally excelled. That's
because Wiese's cautious approach has kept the fund
out of the junk-rated or fundamentally dicey issues that
would have really juiced returns. He's also focused on
relatively defensive sectors, such as health care. But
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2000 | 2001 2002 | 2003 | 2004 | 2005| 2006| 2007| 2008 | 2009| 2010 12-11 History
465 477 4.80 4.82 476 4.68 4.69 473 4.59 4.83 485 481 NAV
8.48 8.47 532 372 1.49 1.74 4.38 5.48 1.23 9.00 313 1.46 Total Return %
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5.74 5.99 5.11 3.85 2.67 2.85 3.62 430 4.37 4.00 2.88 2.20 Income Ratio %
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Rating and Risk Portfolio Analysis  09-30-11
Time Load-Adj  Morningstar ~ Morningstar ~ Morningstar Date of Amount Value % Net
Period  Return % RinvsCat  Riskvs Cat  Risk-AdjRating  Total Fixed-Income:545 Maturity $000 $000  Assets
1Yr 1.46
FNMA 5.5% 05-01-40 260,241 282,719 4.98
B ook k
VA ek FHLMC 0.675% 102813 6065 61222 108
0V 387 +Avg A a— FHLBA 1.625% 112112 59045 59926 1.0
Incept 580 FNMA 4.5% 080125 51560 54905 097
Goldman Sachs Grp FRN 02-07-14 44,295 42,079 0.74
Other Measures Semnee B?;‘/E‘; e Morgan Stanley FAN 012414 44700 41567 073
Alpha o ’ 15 FHLMCS5% 12:01-23 37691 40595 072
Beta 025 071 FNMA4% 020125 36001 38094 067
R-Squared 19 53 General Elec Cap Corp Mt 04-07-14 38,805 37,827 0.67
Standard Deviation 1.60 CI'[IQI’OU’J04*01*143901537239 ,,,,, 066
Mean 448 Verizon Va 4.625% 03-15-13 34052 35593  0.63
Sharpe Ratio 2.69 J P Morgan Chase & Co Mt 05-02-14 35260 34,559 0.61
US Treasury Note 0.5% 04-15-15 31,879 33,154 0.58
Metlife Instl Fdg li 144 04-04-14 32,955 32,944 0.58
FNMA 4.5% 08-01-24 30,143 32,108 0.57
even witlhin more sensitive sectors, like financials 'gi'réb'ﬁ/'mdg’sﬂc' /Die 1 10-01-14 28665 31031 055
(17%), his analyst team focuses on the most Barclays Bk 5.2% 07-10-14 30230 30,925 055
financially sound names, such as Swiss bank UBS FNMA 5.5% 10-01-24 28,422 30,854 0.54
UBS. B.AT. Int Fin 144A 8.12 11-15-13 26,945 30,543 0.54
To be sure, Wiese will add some spice to the fund Royal Bank Of Canada Bd 04-17-14 30,635 30,478 0.54
when he thinks it's warranted. The fund has roughly Current Investment Style Sector Breakdown % of assets
3% exposure to nondollar securities, for example, Duration US Treasury 0
because they offer higher yields and the potential for o Mod Bt - Non US Government 0
currency appreciation. But overall, the fund's tendency =2 Government Related 6
to pAIay it safe has helped makp i.t asolid, rqliaple g Corporate M
chqwe. It managed a 1.2% gain in 2008 whllg its g Hfigure provided  Agency MBS Pass-Through 19
typical peer shed 4.2% because Wiese and his ~~ ———— | byfund Agency MBS ARM 1
analysts had long been wary of deteriorating Avg Eff Durationt 1.6 Yrs  Agency MBS CMO 1
fundamentals in the mortgage market and collapsing Avg Eff Maturity 2.3Yrs  Non-Agency Residential MBS~ 2
corporate earnings. The fund has lost money in only 2"9 S&fg'é Quality 3 67°/A Commercial MBS 2
two of 187 rolling one-year periods in Wiese's tenure, Ve oupon o oo AssetBacked 1
. Avg Wtd Price 103.58% of par L
and those two losses were 0.12% or less. That kind of Municipal 1
. . . Coupon Range % of Bonds  Rel Cat .
consistency makes this fund a top option. ) Cash & Equivalents 15
0% PIK 0.0 0.0
0% to 6% 93.9 1.1 Other 0
6% to 8% 35 04 _
8% to 10% 26 13 Composition - Net
More than 10% 00 00 Cash 151 Bonds 845
Minimum Purchase:  $2500 Add: $100 IRA: $1000  1.00=Category Average Stocks 0.0 Other 0.4
g’g&?gégsl?v Plan: ﬁlzczj?ooad Add: $100 Credit Analysis % bonds 08-30-11  Special Securities
Management Fee: 0.10% AAA 49 BB 2 Restricted/llliquid Secs 7
Actual Fees: Mgt:0.40%  Dist: — AA 12 B 0 Exotic Mortgage-Backed 0
Expense Projections: ~ 3Yr:$173 5Yr:$302  10Yr:$677 A 14 Below B 0  Emerging-Markets Secs Trace
Income Distribution: ~ Monthly BBB 23 NR/NA 0 Options/Futures/Warrants No
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