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General Information

The annual general meeting of sharcholders of the Fund will be held at the registered office of Insinger de Beaufort
Asset Selection SICAV (“the Fund”) in Luxembourg on the last Wednesday of the month of April of each year at 11
am., or if any such day is not a bank business day in Luxembourg, the next following bank business day in
Luxembourg.

Notifications of all general meetings will be published in the “Mémorial, Recueil des Sociétés et Associations”, of
Luxembourg (the “Mémorial™) in as far as this is required by Luxembourg law, in the “Luxemburger Wort” and “Het
Financeele Dagblad” and shall be sent to the holders of registered shares in accordance with the provisions of the
articles of Incorporation.

The audited Annual Report will be published within four months after the financial year-end and the unaudited serni-
annual reports shall be published within two months afier the end of the relevant period. The reports shall include
separate information on each of the sub-funds as well as combined information on all of the sub-funds. The reports
shall be sent to each registered shareholder at their registered address and shall be available at the registered office of
the Fund during normal business hours. The financial year-end of the Fund is December 31 of each year.

A detailed schedule of portfolioc movements for each sub-fund is available free of charge upon request at the
registered office of the Fund.

The net asset values and the issue, conversion and redemption prices of the shares in any sub-fund shall be made
public and available at the registered office of the Fund. Shares of all the sub-funds, as and when issued, shall be
listed on the Luxembourg Stock Exchange.

Under current legislation and practice, shareholders are not subject to any capital gains, income, withholding,
inheritance or other taxes in Luxembourg (except for shareholders domiciled, resident or having a permanent
establishment in Luxembourg and for certain former residents of Luxembourg owning more than 25% of the share
capital of the Fund).

Investors should consult their professional advisers on the possible tax or other consequences of buying, holding,
converting, transferring or selling any of the shares under the laws of their countries of citizenship, residence or
domicile.




Review of the Sub-Funds

Market Synopsis — The year 2001

Economic Overview

In early January 2001, the US Federal Reserve Governor, Alan Greenspan, unexpectedly cut interest rates in
response to the deteriorating economic environment. By the end of 2001, the US Fed Funds Rate had been cut 11
times, from 6.5% to 1.75%, its lowest level in 40 years. Such wnprecedented monetary casing is best understood in
light of the two major economic forces at play in 2001:
e  The normal liquidity cycle: economic growth responds to changes in interest rates. In the same manner that
the interest rate hikes had succeeded in slowing the economy, it was expected that the series of rate cuts would
assist an economic recovery.
+ Unwinding the technology investment boom: the second force concerns the required unwinding of the
excesses of the technological investment boom. It was {and still is) this aspect which is more difficult to predict,
and where the majority of the uncertainty rested {and still rests).

It became clear as the year progressed that the unwinding of the excesses of the technology investment bubble was
severely impeding prospects of a cyclical recovery. This led to the US Fed continuing its monetary easing. Two of
the major excesses were that:
» Both corporations and individuals were burdened with unprecedented levels of debt, meaning that
it would be difficuit to finance any recovery by further borrowing, especially since there was already
substantial overcapacity in the system. Rates would have to be substantially cut to encourage stretched
corporalions and consumers to borrow;
¢  There existed an equity overhang, resulting from the irrational exuberance of the tech bubble. This meant
that although stock prices had fallen, they were still overvalued by any absolute measures. This would place a
ceiling on any stock market rally.

The US recession is recognized to have begun in March 2001. The distinguishing feature of this recession is that it
was brought about not by a decrease in final demand, which would have occurred had consumers stopped spending,
but rather by overcapacity in supply. The over-investment in TMT during the late 1990’s led to enormous excesses.
Recognition of these excesses was accompanied by decreasing industrial production and a generally slowing
economy. It was only the continued spending of US consumers that provided an illusion that the economy was not in
recession.

The US economy was already in recession prior to the September 11 terrorist attacks, although this fact was not
known at the time. It was only after the attacks that many of those sitting on the fence viz the US sliding into a
recession finally acknowledged that recession was a certainty. The US Fed and central banks worldwide continued
pumping liguidity into the system following the attacks, and the US government’s tax rebates and other fiscal stimuli
were expected to provide extra boosts to the economy.

By the end of the year, it appeared that increased liquidity was indeed feeding through to the system. There were
positive indications, such as decelerations in the rate of decline of industrial production and employment, and an
increasing US Leading Ecenomic Indicator (LEI). The year ended with the prospect that inventory rebuilding,
financed by low interest rates, would provide a boost to the economy and set the stage for a speedy recovery. Yet the
shape and substance to be taken by this US cyclical recovery should be understood in light of the excesses of the tech
boom, most especially the continued record high debt levels that should provide resistance to a strong and
sustainable recovery.

This play between the economic cycle and the technelogy bubble overhang took place in the Eurozone and to a
lesser extent in Japan. Yet the aggressive monetary reflation implemented in the US was not followed as readily by
the European Central Bank (ECB), which was plagued by inflation concerns. Europe lagged the US in the downturn,
and is also expected to lag the US in the recovery.

Japan faces more serious problems. 2001 saw Japan falling into its third recession in ten years. A combination of
persistent deflation, a practically bankrupt financial sector, and a government in no position to provide economic
stimulus provide a bleak picture with poor prospects. Measures to restore the financial sector would have serious
negative impacts on the economy as a whole and lead to further rises in bankruptcies and unemployment. Authorities
continue to prefer a gradual approach, and so problems persist or worsen.




Currencies

The US Dollar appeared to be facing many head winds during the year but remained remarkably strong. Under
normal circumstances record current account deficits, falling and low real interest rates, a relatively weak economy
and a collapsing stock exchange (the NASDAQ) would have had a powerful negative impact on a currency, yet the
Dollar held its ground . The US continues to be the promised land to the rest of the world, allowing capital flows to
remain sufficiently large to support the currency. US demographics remain relatively healthy and the country is
generally considered to be the last global power. The US economy should be the first one to show signs of recovery
which would result in stronger demand for the currency. Taking into account current levels, we would however still
expect the US Dollar to continue to trade sideways against the Euro.

2001 saw the US Dollar as well as the Euro strengthen against the Yen. Assuming that Japan will be unable to
resolve its problems short-term, even through drastic economic reform, the Yen will likely drop further.

Fixed Income

Bonds went though a number of stages in the year, representing the conflicting views that also impacted equity
markets. With the exception of Japan, where reduced optimism over a speedy reform package and worse than
expecied economic news led investors to push government yields lower, US and European government bonds yields
ended the first half of the year higher. Yet as the US Fed continued to cut interest rates, and it became clear that the
downturn was more serious than expected, yields were pushed lower, bottoming in the aftermath of the September
terrorist attacks, before climbing rapidly in the last quarter. The year ended with a very steep yield curve, suggesting
that investors were discounting a powerful recovery in 2002.

Although relatively volatile during the year, nominal yields generally ended the year close to their beginning of year
levels. Both US and German government bond yields ended 2001 less than 10 basis points off their initial levels.
Japan, with its worsening economic conditions, saw better overall performance in the bond market, with the 10 year
government yield falling frem 1.65 to 1.35.

Equities

The strong recovery discounted by a steep US vyield curve was echoed by the equity valuations at the end of 2001.
Stock prices were discounting returns to peak earnings in 2002, allowing little room for further stock appreciation.
This will provide serious resistance to any attempts to rally off the year-end levels.

Equities were volatile throughout the year, as bulls and bears battled for prominence, With each piece of
encouraging economic or corporate news, markets would rally, only to be followed by a slump as the rally ran out of
steam and further dismal news {of which there was a great deal) fed through to the markets. The April lows were
comprehensively broken in September, when global sell-offs occurred following the terrorist attacks.

After this sell-off, many argued that equities were undervalued on a relative basis to bonds, and a rally ensued,
seeing most markets rising above their pre-September levels by the end of the year. This should be understood as a
liquidity driven cyclical rally within a secular bear or sideways market. A liquidity driven rally had been expected for
a long time, and the capitulation following the terrorist attacks provided the right conditions for the rally to begin.
Yet the rally stalled as it ran into the headwinds of already high absclute valuations.

The vear ended with mest major indices down for the year. The tech heavy NASDAQ was the hardest hit US index
(although it was also the index that recovered the most after the September lows). It was down 21% for the year.
The S&P 500 was down 13%. European markets were generally down about 17%, and Japan’s Nikkei was down a
dismal 30%.




Outlook for 2002

The house view of Insinger de Beaufort is that equity markets worldwide have hit a super-cycle top. This means that
equity markets will be in a secular sideways market for 5-10 years as the excesses of the late 1990°s are slowly
worked off through a gradual consolidation process. A combination of a structural decline in consumer demand and
high levels of consumer debt provide a bleak picture of a stretched consumer unable to support the level of growth
to which we have become accustomed over the past twenty years. Equity returns are further capped by what are still
very high equity valuations.

Bond and equity markets both discount a strong V-shaped recovery in 2002, as is evident from the steep yield curve
and high equity valuations. If the recovery disappoints, which we judge to be the most likely scenario, then there will
be strong downside pressure on equities. We expect, at best, muted equity returns in 2002, Given that we expect
continued low inflationary pressures in 2002, we favour bonds, which will benefit from a poorer than expected
£CONOMIC recovery.




Insinger de Beaufort European Bond

Investment Policy

The economy experienced a slowdown caused by businesses decreasing investment in light of overcapacity and by
stagnating consumption. The attacks on the World Trade Centre in the United States sped up the contraction of the
economy. Massive lay-offs and fears of a deep economic downturm were reported in the newspapers daily. These
fears led to a sharp correction in equity markets, and interest rates declined to historically low levels. At the end of
the 4™ quarter the market discounted an economic recovery as better than expected econornic figures and massive
economic stimuli in the form of low interest rates, tax cuts and the low oil price, turned the sentiment positive.

The effects of the attacks in the United States also affected the European economy and markets. The 10 year
reference yield moved between 4.25 and 5.20, with a historical high velatility. Inflation increased in 2001, stabilized
and declined, but was still above the ECB ceiling and target rate of 2%. The ECB lowered its interest rates, but not
as aggressively as the Federal Reserve in the US, As a result of the slowdown in economic growth, yields dropped to
levels comparable to those reached in the crises of late 1998, but in recent months yields have rebounded,
Expectations of a short-term economic recovery in 2002 caused long interest rates to move rapidly higher, The
mterest rate levels ended the year almost unchanged.

The market for corporate bonds performed rather well in the first half of 2001 but came under renewed pressure
during the September crises. The corporate yield spread (interest margin above the risk free Government bond on
bonds issued by corporations) rose to relatively high levels not seen in years. Most hard hit were bonds from issuers
in the bank and insurance sectors and in the consumer sector. Towards the end of the 4™ quarter the spreads
stabilized at their peaks and then trended downwards. At current levels this segment of the bond market offers
attractive mediurmn term returns, assuming that the yields drop further in the coming economic cycles.

Results

During the reporting year the Net Asset Value of the Insinger de Beaufort European Bond Class A increased from
EUR 111.01 to EUR 115.03, Class B increased from USD 139.46 to USD 142,12 and Class C increased from GBP
64.37 to GBP 66.07 a postive performance of 3.62%, 1.91% and 2.64% respectively across the share classes. The
fund experienced this positive result due to its long duration policy, and the relative high exposure to Spanish, Italian
and Belgian bonds. The limited allocation to investment grade corporate bonds also had a positive contribution. The
benchmark, the JP Morgan Furopean Government Bond Index (expressed in EUR) increased from 166.011 to
175.812.

Qutlook

The expectation is that the European economy will follow the American economy in the economic recovery in 2002,
though to a lesser extent because there has been less economic stimulus in Europe. In the US monetary liquidity has
risen rapidly and other measures have also been taken to stimulate the econamic process. It is uncertain whether this
will have a spill over effect to the European bond markets. Consumer confidence in Europe remains at a high level
and consumption remains relatively high. On the ather hand, there are risks to an economic recovery: the excess
capacity of the corporate sector remains high and there is an increasing number of unemployed. As a result inflation
will remain at a low level.

Short term sentiment is positive for an economic recovery. The bond markets discounted this sentiment towards the
end of 2001. For 2002 it remains to be seen if this discounted recovery will persist long enough to justify the
increased yields. We judge that the recovery will be short lived and together with the declining trend in inflation this
should result in lower yields during 2002. Therefore 2002 should be a good year for bond investors.




Insinger de Beaufort Global Select LX

Investment policy

In the year 2001 global equity markets were dominated by the ongoing bear market in tech and telecom stocks, After
a bottom at the beginning of April tech stocks appeared to recover, but the recovery was followed by more weakness,
culminating in a sell-off in September triggered by the attacks in New York. In the subsequent recovery most indices
only made up for the September losses. The crisis in high tech and the global economic slowdown resulted in
negative returns on almost all equity markets for the period under review.

An impressive series of rate cuts by the US Fed did not yet have a noticeable positive impact on the equity markets,
although the US economy showed the first signs of a recovery towards the end of the year. Although most indices
fell, breadth improved in most markets, with small caps clearly outperforming index heavy-weights. Almost all
sectors realised a negative return. The worst performance again came from the weaker internet and telecom stocks,
of which a large number ran into serious financial difficulty.

Insinger de Beaufort Global Select LX used the relative strength of the US market (and the US Dollar) to expand
investments in that area at the expense of its European investments. New investments were made, in amongst
others, Disney, Viacom, Johnson & Johnson, Citigroup, Target and AOL Time Warner. The direct investments in
non-Japan Asia were outsourced to a specialised investment fund in the first half of the year, the direct investments
i Japan were restructured in a similar way in the second half of the year. These changes should allow the manager
to focus on the fund’s most relevant markets, the US and Westem Europe, Notwithstanding the changes in the
portfolio the fund’s sector exposure remained relatively neutral, although the fund added slightly to its investments in
the tech sector and other cyclical areas in order to benefit from the improved valuations. During the period under
treview the fund remained almost fully invested.

Results

The intrinsic value of the shares Insinger de Beaufort Global Select LX shares fell in 2001 from USD 108.61 to

USD 74.57 . The -31.34 % fall compared unfavourably to that of the benchmark index, the MSCI World index,
which lost 17.17 % over the period (expressed in USD). The fund lagged its benchmark primarily in the first quarter
of the year due to the fact that it had increased its exposure to high tech stocks at the expense of more defensive
investments already in the beginning of the year. In the September sell-off the fund again suffered from the sell-off in
many stocks. During the period under review the highest level in the fund shares was USD 111.26, while they
reached a low of USD 67.35.

Qutlook

In the course of 2001 global liquidity improved at a rapid pace, primarily due to the actions of the FED and to a
lesser extent due to the ECB measures in Europe. The US economy is showing the first signs of recovery. The
European economy lagged in the downturn, but will also likely lag in the upturn. The situation in Japan does not
offer much hope as authorities appear unable to to take drastic reform measures.

The manager expects that the US economy will rebound in 2002 but that this recovery will most likely fade socn
thereafter, and that the economy will continue to grow at a lacklustre pace. US corporates will suffer from slow
exports as a result of weak economic growth in Europe and Japan and the still relatively strong Dollar. High debt
levels among TJS consumers as well as among US corporates will limit the extent of any recovery.

It is possible that the large indices will rally in 2002 on the back of global economic recovery in combination with a
high level of liquidity. Taking into account current valuations, which are still very high by historic standards, the
manager would expect any such rally to be short-lived and the large indices to fail to break through to new highs.
The fund should remain fully invested.




Insinger de Beaufort Global Balanced Fund
Investment Policy

In the year under review, global equity markets were dominated by the ongoing bear market in tech and telecom
stocks. Once the Internet bubble burst, America’s IT cycle was quick to follow. Capital spending, which had boosted
annualised GDP growth by 1.3 percentage points for 5 years, was suddenly subtracting 1.5 percentage points from
annualised growth in the middle twe quarters of 2001 - the rest of the world was quick to follow, especially Asia ex
Japan.

In September, the terrorist attacks on America triggered a second phase to the downturn in the global trade cycle —
this one involving the consumer. The overly extended American consumner finally began to retract. US consumer
growth, which had averaged around 4% in the latfer half of the 1990°s, was more than cut in half as 2001 drew to a
close.

In this climate of declining markets — according to the National Bureau of Economic Research, the recession in the
US began in March — the Insinger de Beaufort Global Balanced Fund took the opportunity to reduce its equity
weighting. Positions in Vodafone, Cisco, ST Microelectronics, Sandisk, and Lloyds where either reduced or sold
altogether. At the same lime new investments were made in defensive names like Piizer and Royal Dutch Shell. The
proceeds from the sales were kept in cash.

The slowdown in the global economy caused by contracting capital expenditure and stagnating consumption caused
interest rates to decline to historically low levels during 2001. By the end of the 4 quarter however, the market had
already begun to discount an economic recovery, as better than expected economic numbers, massive economic
stimulus, and lower oil prices turned the sentiment negative for bonds. This resulted in a spectacular rise in yields
towards the end of the year and an extremely steep yicld curve,

The market for corporate bonds performed rather well during the first half of 2001 but came under renewed pressure
post September 11. Corporate spreads (an indicator of corporate risk over risk free government debt) widened to
levels not seen since the 1998 Asian crisis. Hardest hit were the bonds from issuers in the Banking, Insurance, and
Consumer sectors. Towards the end of 2001, spreads had stabilized and begun to trend downwards. At current levels
the Managers believes this segment of the bond market offers attractive medium term returns.

Results

The intrinsic value of the shares of the Insinger de Beaufort Global Balanced Fund fell in 2001 from USD 86.16 to
USD 75.02. This -12.93% fall compared unfavourably to that of its benchmark, 50% MSCI World Index, and the
50% JP Morgan Global Bond Index, which fell by - 8.87% over the period (expressed in USD).

Outlook

During the course of 2001 global liquidity improved, spurred on by aggressive monetary easing undertaken by the
US Federal Reserve, and to a lesser extent the European Ceniral Bank.

The manger believes that there will be a rebound in the US economy in the second half of 2002, but that this
recovery will most likely fade thereafter. Rather than the classic V-shaped recoveries of the past, we are anticipating
a U-shaped recovery — sub par growth in volume and earnings but with subdued inflation and limited pressure on
interest rates.

Looking outside the US, the global recovery picture remains unimpressive. Europe continues to lag the US, and it
would appear unrealistic to expect a significant European economic rebound. Japan continues to slide further into a
liquidity trap, as its Government’s anti-deflationary policies are criticised as ineffective and vague.

The Fund will maintain its underweight equity position — the high levels of corporate and personal debt combined

with rich absolute valuation levels, are, in our view, inconsistent with the start of a secular bull rally. As and when
market conditions improve the Fund will look to reinvest the cash.
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