QUARTERLY NEWS

Spotlight

Garnett Keith, Chairman and CEO of SeaBridge Investment Advisors
Mr. Keith is a director of Philippe Investment Management and PIM Gestion
France. (Please see page 6 for more information about SeaBridge.)

As the fourth quarter, 2005 started, | was full of apprehension about
giving back all the year-to-date gains in a year-end market swoon. | was,

therefore, pleased to see 2005 end on an upbeat note, led by a surge in
Quarterly Spotlight Japanese stock prices. Moreover, the market tone as we enter 2006 is ebullient. |
understand why and | enjoy the good feeling. Unfortunately, | am somewhat less than fully

Focus on our Strategies .
convinced.

Phili International Ei . . . . . . .
ppe Intematiy At SeaBridge in 2005, we had tilted our clients’ portfolios to the international markets,

thereby sheltering large parts of the portfolios from the pressure of rising short-term interest
rates in the U.S. In addition, a number of our companies are emerging market suppliers of
commaodities to the world boom, which were a particularly strong segment of world markets
in 2005. Within the U.S., we held fewer of the big blue chip growth stocks and instead
owned a good representation of health care and oil stocks, which did very well.

Philippe Europe Small
Mid-Cap Equity

Philippe Europe Equity
Philippe U.S. Equity

Firm News As we enter 2006, | would describe myself as a “rather fully invested worrier.” | am nearly

fully invested because it appears that most market participants have convinced themselves
of most, or all, of the following:

Performance Disclosure

e The economy is slowing due to softness in housing, high spending on energy and a
growing consumer sobriety.

« Inflation continues to be tame and the feared bubble in commodity prices was not
translated into rapidly rising consumer prices.

* With housing softness and tame inflation, the 14th Fed increase in interest rates on
January 31 will likely be the last for awhile — expectations are that the Fed will keep short-
term rates at 4.5% to see what the economy does.

« The Fed got what it wanted: Housing is making a soft landing — permits and starts are
slowing, inventories of unsold homes are rising and the increase in home values has
stopped. However, an absolute drop in home values is unlikely.

« We may have seen the worst in Iraq. Troops should start coming out in 2006, the public
mood will lift and President Bush can turn back to his agenda for the domestic economy.

¢ Stock prices are quite reasonable at about 15 times 2006 earnings. In the past, when
the Fed has engineered a “mid-cycle pause”, it often has been followed by a strong
equity market.

| am a worrier for four reasons:

« It is not clear to me that the economy is slowing. | hope the Fed will stop raising rates

If you would like further infor between 4.5 and 5%, but that will depend on how future data comes in.

Philippe Group, our products
would like to comment on the
please let us know.

¢ Recent employment gains (unemployment is down to 4.9%) are consistent with a
continuing expansion which has been unfazed by the rise in short term rates.

« It is getting late in the economic expansion, and productivity gains are more likely to be
growing 1 to 2 percent rather than 4 to 5 percent. This means rising labor costs are not
offset by productivity improvements. Rising costs push on profits or on inflation, neither
of which is good for the market.

Lenore E. Thornton
Marketing Director, U.S.
(212) 687-3290

« | truly hope we can extract our forces from Iraq starting in 2006, but | fear the chance for

Web site: www.Philippe- oo e
a bad surprise is high.

(continued on page 6)
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Fourth Quarter 2005

Characteristics as of 12/31/05

Markets were strong this quarter with EAFE up 4.08%. Japan led Philippe MSCI Eafe (Net)
the pack again, up 11.85% and Europe was up 1.95%. The dollar Weighted Avg Market Cap $ 47,302 MM $ 51,033 MM
continued its rise through year-end, up 2.2% as compared to the  \jedian Market Cap $ 11,353 MM $4.763 MM
euro, 4.1% as compared to the yen and 3% as compared to the Dividend Vield 17 23
British pound.

Relative to the benchmark, the best contributors to our portfolios Est EPS Growth 132 NA
were banks in both regions, a result of good stock selection.  Price/Book 4.1 3.5
Chemicals and car components in the Pacific Basin also contributed  Holdings 94 1,137
positively.  Detractors were health-related sectors, the result of  Product Assets $ 122 MM NA

profit-taking, which we used to reinforce our positions. Oil and gas,
primarily in the Pacific Basin, and software and computer services in
Europe also detracted from performance.

Contributors:

Unicredito , the largest bank in Italy, performed well in the wake of
its merger with the German bank, HVB.

Orix, the Japanese consumer credit company, forecast strong
growth in its business.

Yaskawa Electric , a world leader in robotics, and Intec, a Japanese
IT services company, are benefiting from increased capital spending
by their customers.

Detractors:

Vodafone declined following disappointing earnings forecasts from
management within an increasingly competitive European
environment.

BP, Total and Royal Dutch Shell were penalized by lower oil prices
which affected the entire sector.

Outlook:

« Global growth should remain solid in 2006 at around 4%.

« Commodity prices, particularly oil prices, should remain stable.

» Europe, particularly Germany, is improving and Japan, coming out
of deflation, should grow with the rest of the world.

« We continue to favor companies with innovative, solid business
models, niche leadership and successful industrial strategies.

International Equity Management Team
Years Experience

Source Datastream

Geographical Breakdown as of 12/31/05
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Sector Breakdown as of 12/31/05
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Michel Raud , Co-CIO, Lead Portfolio Manager 32 Health Care

Béatrice Philippe , Co-ClO, Portfolio Manager 35 Financials

Véronique Cabioc’h , Associate Portfolio Manager & Analyst 19 ‘ ‘ ‘ ‘ ‘ ‘ !
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Top Ten Holdings as of 12/31/05

Source GPMS

ROCHEHLDGS AG 3.01% Composite Performance* as of 12/31/05
TOTAL 2.48%
UNICREDITO ITALIAN 2.41% Philippe Return MSCI EAFE MSCI EAFE
SANOF-AVENTIS 2.40% Growth
SGS SA 2.34% Quarter 3.09 4.08 4,34
BP 2.30% 1year 11.44 13.54 13.28
ROYAL DUTCH SHELL B 2.23% 3years 19.00 23.68 20.19
NESTLE SA 1.83% 5years 0.33 4.55 1.92
ESSILOR INTL 1.61% 10 years 6.54 5.84 3.33
PHILIPS ELEC(KON) 1.59% Since Inception 6.89 5.11 2.79

* Please see Performance Disclosure. Source GPMS Annualized. Inception date: January 1, 1989, before fess. Source GPMS
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Despite the good performance of small caps over the last 3 years, we do not
necessarily believe one should switch from small to big cap stocks. The
merits of individual stocks should be the criteria and we expect another year
where selectivity will be key.

Our criteria for stock selection remains cash flow, real growth relative to
valuation and long-term attractive products/services.

Contributors:

M&A activity continued in the fourth quarter. Persimmon’s bid for
Westbury highlighted the value in the house building sector and Mclnerney
was a strong performer as a result. John Laing received, and rejected, a
take-over approach and Brandon Hire announced that management was
considering an MBO.

Detractors:

CRC was our worst performer this quarter. The company announced that
some customers had delayed the start of contracts. Consequently, the
share price fell almost 50%. Having spoken to management, we have
confidence that this delay is likely to be reversed in the next few months.
Actelion was weak following the announcement by a small competitor of an
encouraging phase 3 trial for a competing drug. Despite the set-back, we
still see upside in the stock, underpinned by the value of the drugs currently
in the market.

Outlook:

* While we probably have seen the worst in Eurozone economies, we do not
expect a bonanza either - great care will be required in selection.

« Overall we expect the emphasis on sectors/companies will need to shift to
take into account changes in cyclical positions and/or government policies.

* We expect commodities and oil and gas to flatten their rise but still end the
year higher; financials also could benefit from shifts in monetary policy.

« We still favor infrastructure, but the opportunity is moving from Spain to
Germany.

« Even before the latest Chinese statement, we felt the dollar was likely to
fall back due to increased repatriation by US firms of overseas assets
following the end of Homeland Repatriation benefits, and the diminished
rush of petrodollars. We are not forex experts, but it seems the current level
of the dollar is reasonable.

Europe Small & Mid Cap Management Team
Years Experience
Consuelo Brooke , Lead Portfolio Manager 35
Gariesh Sharma , Co-Portfolio Manager & Analyst 8
Johann Ropers , Associate Portfolio Manager & Analyst 4

Top Ten Holdings as of 12/31/05

Characteristics as of 12/31/05

Philippe_ S&P Citigroup

Europe EMI
Weighted Avg Market Cap $ 1,476 MM $ 4,564 MM
Median Market Cap $ 713 MM $ 738 MM
Dividend Yield 1.6 2.0
Est EPS Growth 21.4 154
Price/Book 5.0 3.6
Holdings 84 1,754
Product Assets $ 372 MM NA

Source Datastream
Geographical Breakdown as of 12/31/05
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Sector Breakdown as of 12/31/05
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LAING(JOHN) 2.75% Composite Performance* as of 12/31/05
CAPMAN OYJ 2.02%
VT GROUP 1.97% Philippe S&P Citigroup DJ Stoxx MSCI
FUGRO NV 1.95% Return Europe EMI Small 200 Europe
SERCO GROUP 1.86% Quarter (0.77) 3.16. 1.68_ 195
AUSTRIAMICROSY STEM N 1.85% 1year 9.20 15.15 12.38 9.42
MCINERNEY HLDGS 1.84% 3years 29.81 31.66 32.39 22.37
HOMESERVE 1.80% Since Inception 29.84 32.01 33.61 24.37
AIRSPRAY 1.80%
ULTRA ELECTRONIC 1.79%

* Please see Performance Disclosure. Source GPMS Annualized. Inception date: October 1, 2002, before fees. Source GPMS
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Despite a setback in October, European markets rose nearly 2% in the
fourth quarter (4.2% in euro terms). Against a backdrop of satisfactory
economic statistics, especially in Germany, positive sentiment was
reinforced by declining inflationary pressures in the euro-zone, primarily
the result of easing oil prices. The best performing sectors were
insurance, benefiting from higher interest rates, and cyclicals, such as
electronic & equipment and mining. Telecom services, automobiles and oil
& gas registered negative performances.

Contributors:

Unicredito , the biggest bank in Italy, posted good performance, following
its merger with the German bank, HVB.

Philips announced the creation of a separate legal structure for its cyclical
semiconductor business which should open the way to better performance
and higher earnings visibility in the long term.

Roche: top-line growth is forecast to remain robust over the medium term,
fuelled by several major product launches planned in 2006 and 2007.

Detractors:

Vodafone and France Telecom underperformed, following disappointing
earnings forecasts from management within an increasingly competitive
European environment.

BP and Total were penalized by lower oil prices which effected the entire
sector.

Outlook:

« European economic growth is expected to improve in 2006. Although
the recent recovery was driven primarily by exports, new business
investment is now driving economic improvement. Exports and capital
spending should support the recent slight improvement in employment
which will eventually help consumption.

« Inflation expectations remain stable at about 2% despite high oil prices,
thanks to structural factors such as increased globalization, deregulation
and the end of index-linked wages

* We maintain a portfolio with a medium to long-term view and continue to
favor companies with innovative and solid business models, niche
leadership and successful industrial strategies.

Europe Equity Management Team
Years Experience
Michel Raud , Co-CIO, Portfolio Manager 32
Béatrice Philippe , Co-CIO, Portfolio Manager 35
Véronique Cabioc’h , Associate Portfolio Manager & Analyst 19

Top Ten Holdings as of 12/31/05

Characteristics as of 12/31/05

MSCI Europe
Philippe (Net)
Weighted Avg Market Cap $ 58,106 MM $ 60,371 MM
Median Market Cap $ 18,394 MM $ 5,446 MM
Dividend Yield 1.9 2.7
Est EPS Growth 14.1 NA
Price/Book 4.4 3.7
Holdings 48 591
Product Assets $ 209 MM NA

Source Datastream

Geographical Breakdown as of 12/31/05
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TOTAL 3.99% Composite Performance* as of 12/31/05
0,
SGS SA 3.89% Philippe Return  MSCI Europe MSCI Europe
BP 3.81%
Growth

- 0,
SANOFI-AVENTIS 3.81% Quarter 0.36 1.95 0.82
ROCHE HLDGS AG 3.71% 1 6.80 0.42 262
UNICREDITO ITALIAN 3.35% year : : :
ROYAL DUTCH SHELL B 254% 3years 19.02 22.37 18.22
RECKITT BENCKISER 2.53% Syears (1.38) 3.68 0.40
PHILIPS ELEC(KON) 2.51% 10 years 7.62 9.38 6.58
KBC GROUP NV NPV 2.47% Since Inception 8.50 10.12 8.16

* Please see Performance Disclosure. Source GPMS Annualized. Inception date: January 1, 1991, before fees. Source GPMS
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Despite a setback in October, US markets were up slightly for the
quarter and finished the year on a positive note, although lagging
international markets. Energy prices had a welcome correction.
The US consumer still is resilient, with solid employment figures,
but could take a breather. Relief is expected from improved
business spending and company profits were good on the whole.
Transportation was the strongest performing sector in the market
which contributed positively to our performance. Materials and
diversified financials also were strong. The worse performing
sectors were automobiles and components from which we are
absent, energy due to the correction in the price of oil, utilities and
media.

Contributors:

FedEx: This company, which benefits from globalization and world
trade, was able to pass along energy cost increases to its
customers, and reported strong earnings.

Claire’s Stores : Reported better than expected sales.
Washington Mutual's shares rallied when new language in a
statement from the FOMC was interpreted to mean that an end to
the credit tightening cycle is on the horizon.

Intuit : Management raised their forecasts and announced a larger
than expected share buyback program.

Detractors:

Conoco Phillips and Exxon Mobil : The correction in the price of
oil affected most stocks in the sector.

Cendant: The announcement of the break up of the company,
which should unlock value, was not taken as positively as expected
and was offset by the slowdown in real estate and poor
performance in their lodging and rental car businesses.

Pfizer: A disappointing third quarter report, the withdrawal of
earnings guidance for 2006, and anticipated competition from
generic Zocor overshadowed the Lipitor patent victory in the US.

Outlook:

¢ The US economy should continue to grow in 2006, more likely
led more by corporate spending than by the consumer.

« The steady increase of short-term rates by the Fed is probably
nearing its end.

« Europe and Japan are recovering which, combined with the
continued growth of emerging markets, should give support to
world GDP while inflation remains tame.

» Stock selection of quality companies remains key.

U.S. Equity Management Team
Years Experience
Béatrice Philippe , Co-ClO, Portfolio Manager 35
Carla Chase, Associate Portfolio Manager & Analyst 7

* Please see Performance Disclosure.

www.Philippe-Group.com

Characteristics as of 12/31/05

Philippe S&P 500 (Gross)
Weighted Avg Market Cap $ 97,119 MM $ 89,715 MM
Median Market Cap $ 32,724 MM $ 11,310 MM
Dividend Yield 1.6 1.8
Est EPS Growth 14.9 14.3
Price/Book 3.5 3.6
Holdings 46 500
Product Assets $ 180 MM NA

Source Datastream

Top Ten Holdings as of 12/31/05

GENERAL ELECTRIC CO 3.79%
CITIGROUP INC 3.59%
PROCTER & GAMBLE CO 3.36%
JOHNSON & JOHNSON 3.18%
AMERN INTL GROUP INC 2.80%
EXXON MOBIL CORP 2.68%
BURLINGTON RESOURCES 2.65%
PEPSICO INC 2.59%
WELLS FARGO & CO 2.57T%
3M COMPANY 2.56%
TOTAL 29.77%
Source GPMS

Sector Breakdown as of 12/31/05
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Composite Performance* as of 12/31/05

Philippe Return  S&P 500 Russell 1000

Quarter 1.65 2.09 2.12
1year 1.37 491 6.27
3years 10.83 14.39 15.42
5years 251 0.54 1.07
Since Inception 231 1.19 1.85
Annualized. Inception date: February 1, 1999, before fees. Source GPMS
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SPOTLIGHT: (continued from page 1)

Happily, there is another list of international considerations which is decidedly positive:

» China appears to have come through 2005 without the feared calamity. Power shortages are easing, port congestion is
clearing and the government is learning to live with a flexible currency. The bird flu is not virulent, so far. Growth for 2006
should be another 8%.

« The strength of the dollar in 2005 has taken pressure off Europe and business is beginning to recover. With Schroeder
out, the mood among German businessmen has lifted.

« Japan appears to be on a growth track again. Banks are lending and exports to China are still humming. Australia and
Britain have been through a period of tight money and their housing markets, which were more euphoric than in the U.S.,
appear to have made soft landings. Consumer spending is weak, but the economies are growing.

« Notwithstanding left-leaning leaders in several Latin countries, El Sud is growing and government fiscal balances and
debt schedules are improving.

Therefore, we remain a bit more positive than we were in October because the market may be right to emphasize the first
list. However, we are a bit more defensive than | otherwise would be because of my second list. And, within our
investment exposure, we are still tilting to overseas markets because of the third list. | may be wrong, but I'm looking for a
pretty good year.

(Past performance is not indicative of future results.)

FIRM NEWS: Philippe - SeaBridge Joint Venture

During the quarter, we reached an agreement with SeaBridge Investment Advisors to pursue a joint venture to manage
U.S. equity portfolios. SeaBridge is a registered investment advisor providing global investment management services,
with assets under management of $230 million. Garnett Keith, the former Vice Chairman and Chief Investment Officer of
Prudential Insurance Company, formed SeaBridge in 1997. He has served on the Board of Philippe Investment
Management and related companies for over 20 years. Working with Garnett are three additional professionals with an
average level of experience of more than 25 years. With a common philosophy and approach to managing portfolios,
SeaBridge will bring an enhanced depth and breadth of experience to the management of our US equity portfolios. We
will have more news about SeaBridge in the coming quarters.

Garnett L. Keith, CFA, Chairman and CEO. As Vice Chairman and CIO of The Prudential Insurance Company of
America, Mr. Keith supervised the global investment operations in nine countries, with roughly $250 billion of assets. He
is a trustee of The Howard Hughes Medical Institute and is Chairman of the Finance Committee which oversees their
investment programs. Mr. Keith graduated from Georgia Tech and was inducted into the Georgia Tech Engineering Hall
of Fame in 1997. He received an MBA, with distinction, from Harvard Business School.

John Conti, Vice Chairman.  From 1994 through 2001, Mr. Conti was a member of the Equity Division management
team at J.P. Morgan and most recently was Managing Director and head of Global Equity Research. Mr. Conti also
worked in institutional sales and as a portfolio manager at First Manhattan Co. and Brown Brothers Harriman. He has a
BA from Franklin & Marshall and a MS from Stevens Institute of Technology.

Dave Descalzi, President. = Mr. Descalzi served as Managing Director of Global Equities of Prudential Insurance
Company of America. He was Co-manager of all Prudential institutional global and international equity portfolios
managed offshore, with funds under his management totaling approximately $2 billion. He graduated Summa Cum
Laude from St. Peter’s College and received an MBA from New York University.

Susan E. Boyd, CFA, Managing Director and Chief Oper  ating Officer. Ms. Boyd worked as Chief Operating Officer
of various investment units of Prudential Insurance Company. Ms. Boyd graduated Magna Cum Laude from the College
of Saint Elizabeth with a BA in mathematics. She holds an MA in math from Fordham University and an Advanced
Professional Certificate (APC) in finance and statistics from New York University.

New York London Paris
Philippe Investment Management, Inc. C Brooke Investment Partners Ltd. PIM Gestion France, S.A.
The Chrysler Building 10 Charles Il Street 5, boulevard Montmartre
405 Lexington Avenue London SW1Y4AA 75002, Paris
New York, NY 10174 United Kingdom France
212 687 3290 44 207 930 5191 33140 28 1650
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AIMR Compliance

We are in compliance with the composite construction requirements of the Performance Presentation Standards of the Association for
Investment Management and Research (AIMR-PPS®) and the U.S. and Canadian version of the Global Investment Performance Standards
(GIPS®). Our policies and procedures are designed to calculate and present performance results in compliance with AIMR-PPS® and the
U.S. and Canadian version of GIPS®. Our compliance was audited on a firmwide basis from January 1, 1989 through December 31, 2001.

Our International Equity composite return calculations are in compliance with AIMR-PPS® and the U.S. and Canadian version of the Global
investment Performance Standards (GIPS®). Ashland Accounting performed an independent, third party, verification and a performance
examination (Level Il) as set forth by the AIMR-PPS® and the U.S. and Canadian version of the Global Investment Performance Standard
(GIPS®) on our International Equity composite from January 1, 1989 through December 31, 2001.

Our European Equity composite return calculations are in compliance with AIMR-PPS® and the U.S. and Canadian versions of the Global
Investment Performance Standards (GIPS®). Ashland Accounting performed an independent, third party, verification and a performance
examination (Level Il) as set forth by the AIMR-PPS® and the U.S. and Canadian versions of the Global Investment Performance Standards
(GIPS®) on our European Equity composite from January 1, 1991 through December 31, 2001.

Composite Descriptions

The Philippe International Equity composite includes all fully discretionary institutional international equity accounts with minimum assets
of $10 million. The benchmark is the MSCI EAFE (net). Returns include the effect of foreign currency exchange rates. The exchange rate
source of the benchmark and composite is Reuters. All returns are translated into US dollars. The composite is asset weighted, computed
monthly, based on time-weighted returns, gross of fees, including income and cash equivalents. Actual returns will be reduced by investment
advisory fees and other expenses that may be incurred in the management of the account. A fee schedule is available upon request and is
described in Part Il of the firm's ADV. Accounts are included from the first full month under management. Leverage is not used in this
composite. Non-fee-paying accounts are not included in the composite. Composite performance is presented net of foreign withholding
taxes. Past performance is not indicative of future results. There is one portfolio in the composite. Composite assets at year-end 2005 were
$102 million.

The Philippe European Small and Mid Cap Equity composit e includes all fully discretionary institutional European small & Mid Cap equity
accounts with minimum assets of $2 million. The benchmark is the DJ STOXX Small 200. Returns include the effect of foreign currency
exchange rates. The exchange rate source of the benchmark and composite is Reuters. All returns are translated into US dollars. The
composite is asset weighted, computed monthly, based on time-weighted returns, gross of fees, including income and cash equivalents.
Actual returns will be reduced by investment advisory fees and other expenses that may be incurred in the management of the account. A
fee schedule is available upon request and is described in Part Il of the firm’s ADV. Accounts are included from the first full month under
management. Leverage is not used in this composite. Non-fee-paying accounts are not included in the composite. Composite performance
is presented net of foreign withholding taxes. Past performance is not indicative of future results. There are five portfolios in the composite.
Composite assets at year-end 2005 were $345 million.

The Philippe European Equity composite  includes all fully discretionary institutional European equity accounts with minimum assets of $5
million. This composite includes a euro-denominated European FCP (mutual fund primarily for institutions), a European equity account with
assets over $5 million. (Although that product is not available to US investors, the track record, translated into USD, is representative of our
results for an institutional investor.) The benchmark is the MSCI Europe (net). Returns include the effect of foreign currency exchange rates.
The exchange rate source of the benchmark and composite is Reuters. The composite is asset weighted, computed monthly, based on
time-weighted returns gross of fees, including income and cash equivalents. Actual returns will be reduced by investment advisory fees and
other expenses that may be incurred in the management of the account. A fee schedule is available upon request and is described in Part Il
of the firm’s ADV. Leverage is not used in the composite. Accounts are included from the first full month under management. Non-fee-
paying accounts are not included in the composite. Composite performance is presented net of foreign withholding taxes. Past performance
is not indicative of future results. There is one portfolio in the composite. Composite assets at year-end 2005 were $9.2 million.

The Philippe US Equity composite includes three fully discretionary US equity accounts with assets over $100 million. This includes a US
tax-exempt public pension fund with assets over $75 million, a euro-denominated European FCP (mutual fund primarily for institutions) with
assets over $30 million and a euro-denominated European institutional account with assets over $10 million. The benchmark is the
Standard & Poor’'s 500 Index. All returns are translated into US dollars. The composite is asset-weighted, computed monthly, based on
time-weighted returns, gross of fees, including income and all cash equivalents. (Although the FCP product is not available to US investors,
the track record, translated into USD, is representative of our results for an institutional investor.) Actual returns will be reduced by
investment advisory fees and other expenses that may be incurred in the management of the account. A fee schedule is available upon
request and is described in Part Il of the firm's ADV. Accounts are included from the first full month under management. Leverage is not
used in this composite. Non-fee-paying accounts are not included in the composite. Past performance is not indicative of future results.
There are three portfolios in the composite. Composite assets at year-end 2005 were $109 million.

A complete list and description of Philippe Investm ent Management, Inc.’s composites are available on  our web site:

www.Philippe-Group.com
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