
As we progress through 2004, the ability of corporations to pay and increase dividends continues
to improve.  As the following table shows, an improved ability to pay has been quite evident in the
higher level of earnings per share.  

December 2003 August 2004 % Change

S&P 500 Annualized  EPS $52.73 $62.18 17.9%

S&P 500 Annualized Dividend $17.38 $18.60 7.0%

S&P 500 Payout Ratio 33% 30%

Through the end of August, the companies in the S&P 500 were expected to pay an annualized
dividend of $18.60 per unit of S&P 500.  This represents an increase of 7% compared to a
dividend of $17.38 per unit at the end of December 2003.  This growth in dividends paid has been
meaningfully higher than the prevailing inflation rate of about 2.7%, providing improved
purchasing power for the recipients of those dividends. 

Earnings have grown substantially faster than dividends over the same time period.  Through the
end of August, the companies in the S&P 500 were expected to generate annualized earnings per
share of $62.18.  This represents an increase of 17.9% compared to $52.73 at the end of December
2003.  As earnings have soared, the payout ratio for the S&P 500 has fallen from 33% to an all-
time low of 30%.  Thus, despite a substantial increase in dividends paid, the corporate ability to
pay dividends has continued to improve throughout 2004.  Actually, the ability to pay and increase
dividends has never been better, giving us comfort in our expectations that growth in dividends
should continue at a very nice pace in future years.

Not only have companies that have increased their dividends provided improved purchasing power
for shareholders in 2004, but as the following table shows, dividend paying stocks have also
provided outsized returns.
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As the rate of growth in earnings appears to have peaked in the U.S., investors have been less
willing to pay higher prices for a more uncertain outlook on economic expansion.  Additionally,
market multiples have contracted as investors have widely anticipated the impact of rising interest
rates, which will not only put the brakes on economic expansion, but will also make future
earnings less valuable.  Thus companies that would supposedly have higher expected future
growth over the long-term (i.e. lower dividend paying stocks, or no dividend paying stocks) have
been the worst performing investments year-to-date, despite possibly having superior near-term
growth rates.  In turn, companies that have provided above average dividend yields have also
provided better share price returns, as well as superior total returns to shareholders.

Note:  All reference to dividends ignores the special one-time $3.00 dividend to be paid by
Microsoft in November 2004.

Portfolio attributes, share price, yield and returns will vary and you may have a gain or a loss when you sell
shares. Shares in the fund involve investment risks, including possible loss of principal. They are not deposits
or obligations of, or guaranteed or endorsed by, any bank, the Federal Deposit Insurance Corporation, the
Federal Reserve Board or any government agency. 

The S&P 500 Index is an unmanaged index of common stocks that's generally considered representative of
the U.S. Market.

Thornburg Investment Management, Inc. mutual funds are sold through investment professionals including
investment advisors, brokerage firms, bank trust departments, trust companies and certain other financial
intermediaries. Thornburg Investment Management, Inc. does not offer personalized investment advice. Nor
does Thornburg Securities Corporation (TSC) act as broker of record for investors unless TSC is registered,
or exempt from registration, as a broker dealer in the state in which the investor lives. Carefully consider
information regarding the Fund's investment objectives, risks, sales charges, and expenses: this is found in the
prospectus, which can be downloaded fromwww.thornburg.com/download or obtained from your financial
advisor. Read it carefully before you invest or send money. 
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