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Amer Funds Amcap A

Governance and Management

Stewardship Grade: B

Portfolio Manager(s)

The fund is managed by a very seasoned five-person team of
portfolio counselors. The average member boasts more than 22
years of experience with the firm. The team is backed by a large
and talented legion of analysts. More than 140 investment
professionals operate out of 11 offices around the globe.

Strategy

The fund favors established companies with proven records of
steady, above-average growth. It owns its share of highfliers, but
it's also willing to scoop up names that aren't very common in
other growth portfolios. The resulting portfolio is well diversified
across industries and individual names, and a usually large cash
stake further keeps a lid on risk.

Performance 04-30-06

1stQtr  2nd Qtr 3rd Qtr 4th Qtr Total

2002 -031  -11.29 -14.34 7.37  -18.66
2003 -0.85 15.62 275  10.06 29.64
2004 2.61 1.85 -3.07 8.39 9.80
2005 -2.78 3.14 2.37 422 6.98
2006 3.24 — — — —
Trailing Total +/-  +/-Russ  %Rank Growth of
Return%  S&P 500 1000Gr Cat  $10,000

3 Mo 0.87 -2.01 -0.31 44 10,087
6 Mo 8.63 -1.00 157 43 10,863
1Yr 16.91 1.50 1.73 57 11,691
3YrAvg 13.75 -0.92 1.70 41 14,718
5YrAvg 4.38 1.68 5.14 8 12,390
10YrAvg 11.40 2.46 5.19 4 29,434
15YrAvg 11.89 0.99 2.95 13 53,935
Tax Analysis Tax-AdjRtn%  %Rank Cat Tax-CostRat %Rank Cat
3 Yr (estimated) 11.28 61 0.22 21
5Yr (estimated) 2.77 18 0.38 44
10 Yr (estimated)  8.95 7 1.62 70

Potential Capital Gain Exposure: 23% of assets
Morningstar's Take by Paul Herbert 12-30-05

American Funds Amcap has a lot of our favorite
qualities.

We've sung this fund's praises for its focus on
the long term and its ability to weather difficult
market conditions, but its managers also deserve
credit for strong stock-picking. In particular, key
decisions within its favorite sectors--health care and
consumer services--have played a big role in its
success in recent years. Within health care, the
managers have underweighted drugmakers and
instead preferred health-services names, which has
worked to the fund's benefit as drug stocks have
sputtered. And among retailers, favoring Lowe's and
Target versus Home Depot and Wal-Mart has also
worked for the best.

To us, the fund's success comes back to its
advisor's research commitment. Five portfolio
managers and 22 analysts work on this fund,
uncovering companies with reasonable valuations,
strong managements, as well as proven records of
earnings growth and the potential to keep that
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Alpha -0.4 -15
Beta 0.97 0.64
R-Squared 84 91
Standard Deviation 8.20
Mean 13.75
Sharpe Ratio 1.33

growth going. The fund's resources give it an edge
over rivals when it comes to uncovering the most
useful bits of information about a firm.

Of course, the same could be said about all of
American's offerings; we think there are reasons to
like it over siblings such as Growth Fund of
America. For one, it features a much smaller asset
base than Growth Fund and also tends to have
slightly lower turnover and a larger cash stake,
which should help it manage growth better. And,
because of its emphasis on proven growers and
mostly U.S. stocks, its holdings don't overlap with
peers' as much as Growth Fund's do. What's more,
its portfolio features a greater percentage of stocks
that Morningstar's equity analysts rate highly than
Growth Fund does, indicating to us that it has a bit
more of a contrarian flavor.

Given its restrained nature, Amcap may not
shine as brightly as it has recently when
large-growth stocks return to favor. In all, though,
it's worth recommending.
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Address: 333 S Hope St - 55th FL
Los Angeles CA 90071
800-421-0180
Web Address: www.americanfunds.com
Inception: 05-01-67
Advisor: Capital Research and Management Company
Subadvisor: None
NTF Plans: Federated Tr NTF

Minimum Purchase: ~ $250 Add: $50  IRA: $250
Min Auto Inv Plan: $50 Add: $50

Sales Fees: 5.75%L, 0.22%S

Management Fee: 0.49% mx./0.30% mn.

Actual Fees: Mgt:0.33%  Dist:0.22%

Expense Projections:  3Yr:$783 5Yr:$937  10Yr:$1384
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Portfolio Analysis 03-31-06
Share change since 12-05 Total Stocks:145 Sector PE_TotRet % Assets
@ Lowe's Companies Inc. Co Consumer 182  -5.24 2.46
@) Cisco Systems, Inc. Comm Hardware 241  22.37 212
Best Buy Co., Inc. Commo Consumer  28.1  30.49 2.08
@ WellPoint, Inc. Common S Health 18.0 -11.02 2.06
@ Microsoft Corporation Co Software 201 -7.34 195
@ Oracle Corporation Commo Software 265  19.49 1.94
@ Target Consumer 196  -3.23 1.93
Fannie Mae Common Stock Financial — 4.66 191
American International G Financial 164  -4.15 175
@ Google, Inc. Common Stoc Business 833 074 172
@ Capital One Financial Co Financial 12.9 0.31 1.69
@ Schlumberger, Ltd. Commo Energy 382 4265 1.68
@ First Data Corporation C Business 234  11.02 1.59
Medco Health Solutions, Health 26.0 -4.61 1.16
_ Robert Half Intemationa. Business 311 1180 113
3% CVS Corporation Common S Consumer 205  12.80 1.06
Guidant Health — — 1.04
Medtronic, Inc. Common S Health 306 -12.63 1.03
Johnson Controls, Inc. C Ind Mtrls 206 12.29 1.01
United Parcel Service, | Business 23.4 8.42 0.97
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Growth Measures % RelCategory Y Energy 714 071 8 4
Long-Term Erngs  13.75 096 KA Utiites 000 000 1 0
Book Value 10.36 0.90 —
Sales 12.55 0.99 Composition
Cash Flow 15.38 0.87 ® Cash 181
Historical Emgs ~ 17.54 0.7 L gtocdks 8[1)3
onds .
Profitability % Rel Category ~ Other 0.0
Return on Equity  18.23 0.92 Foreign 1.1
Return on Assets  10.26 0.96 (% of Stock)
Net Margin 13.55 0.94
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