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U.S. Market Overview: July 16—July 23, 2004

Market Commentary

Investors greeted a string of earnings announcements with trepidation as volatility returned to the
markets last week. Companies--big and small--announced second quarter results that fell short of
market expectations. The Morningstar US Market Index was down 1.6% for the week. All nine
Morningstar style indexes ended the week in the red, and the Morningstar Small Growth Index led the
pack with a loss of 3.99%. In general, growth stocks were hit much harder than the value stocks as
several bellwether technology stocks failed to meet the consensus earnings estimates.

Microsoft shook the markets on Tuesday, when the company revealed its plans for redeploying its vast
cash reserves. Through a combination of a special one-time dividend of $32 billion, a hike in its
ongoing dividend, and a $30 billion stock buyback plan, it plans to dishurse its cash. Nonetheless, later
in the week, investors punished the stock for missing consensus earnings estimates by a penny and
lowering future earnings forecasts. The stock managed to end the week with a 2% gain.

Poor results from other big companies weighed on the Morningstar Large Cap Growth Index, which
lost 1.59% last week. Coca Cola fell 10.70% even as the company beat quarterly profit expectations,
but worries about a slower than expected increase in worldwide unit volume overshadowed
short-term profit gains. Amazon too disappointed the street, missing both revenue and earnings
expectations.
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Biggest Influence on Index Performance
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