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Analyst Pick | Eric Jacobson

Metropolitan West Total
Return Bond

What is an
0 Analyst Pick?

The Morningstar
FundInvestor 500 includes
140 Analyst Picks, which
are the favorite funds of the
Morningstar analysts who
specialize in each particular
category. Analysts make
their selections based on a
fund’s historical risk and
return, costs, and knowledge
of the managers and their
strategies.

Metropolitan West Total Return Bond MWTRX
boasts just about everything we look for in a

Fund Analyst Pick.

Management

We've been following the team here for a
number of years and we're summarily
impressed. The core group cut its teeth working
under Bill Gross at PIMCO, developed an
impressive record at Hotchkis and Wiley, and
then founded its own shop in the late 1990s.
Especially notable, however, have been the addi-
tions made over the years in terms of both
managers and analysts. Despite a modest asset
base in comparison with some well-known
competitors, the firm boasts at least 20 invest-
ment pros, neatly all of whom contribute here
in one way or another.

Strategy

Not surprisingly, this fund takes a page out of
the playbook that was originally written by Bill
Gross. It focuses on total return (rather than
just yield), so that efforts to pump out income
don’t jeopardize the principal that investors have
committed. This team has been more intrepid
in its application of that formula over the years,
however, in that it has been willing to move
sizeable sums from sector to sector depending
on what is cheap at a given time. While some
rivals have shied away from corporate bonds, for
example, Met West has stayed in the game.
That hurt in 2002, but has helped make a lot of
money for shareholders since. Yet when those
securities have looked expensive, the fund has
been flexible enough to take advantage of values
in adjustable-rate mortgages, bank loans, and
various asset-backed securities. While this team
may be a bit more aggressive than some peers,

it has still worked within a quite reasonable risk-
control framework.

FundInvestor

Costs

What’s especially impressive about this fund’s
individual-investor-focused M share class is that
even with a 12b-1 fee (meant to compensate
brokers’ distribution platforms, such as mutual
fund supermarkets), it still manages to compete
with funds like Harbor Bond HABDX and Dodge
& Cox Income DODIX that are not in supermarkets.
Its 0.65% expense ratio @ is lower than that of
most no-load funds in the intermediate-term
bond category.

Stewardship

Metropolitan West generally earns high marks
for its stewardship of investor assets. The firm
has a healthy corporate culture that tends

to focus significant attention on serving fund-
holders, and has also resulted in attractive cost
profiles across this small fund family. And
though we'd like to see the funds’ trustees show
a greater financial commitment to the funds
they oversee, the senior managers’ compensation
and fund investments are generally strong.

Long-Term Performance

Despite the rare bump or slow step, this fund
has made much of its myriad advantages

by turning in a terrific long-term performance
record. Its three- and five-year returns @

have bounced back handily after the 2002
setback, and they now place in the top quartile
among peers in the category. And unless
something unexpected happens, the fund will
likely earn strong 10-year marks when it reaches
that anniversary a couple of years from now.

Conclusion

By themselves, none of the strengths discussed
here would likely be enough to sway us, but
taken together they form a compelling picture.
It’s true that the fund has stumbled before, but
it has also proven the ability to stage a strong
recovery. Overall, this fund has done a great job
for shareholders. Il

Contact Eric Jacobson at eric_jacobson@morningstar.com



Reprinted by permission of Morningstar. November 4, 2005 e 1-49HDX-MWTRX www.morningstar.com

Analyst Ticker Load NAV Yield SECYield Total Assets Mstar Category
Metro WeSt TOtaI Ret Pick MWTRX None $980 57% 5.19% $1,345 mil Intermediate-Term Bond

Governance and Management Historical Profile @ ﬁ @ @ @ 'F"‘“"-js“"‘e"‘S‘V'e
1Xed Income

Return  Above Avg

Stewardship Grade: A Risk High 100 4 1 1 2 ) 1 2 2 Income Rtn %Rank Cat
"""" Rating sk % &%
Portfolio Manager(s) Above Avg ¥ Manager Change
The fund's management team of Stephen Kane, Laird Landmann, Mg 18.0 v Partial Manager Change
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bond holdings rallied from depressed levels. Then in for nearly 10 years. Further, it allows the fund an News Amer Cv 02-28-21 28,256 16,459  1.19
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Metropolitan West Total Return Bond Fund (M-Class) Net Performance
Total Returns as of 9/30/05

ANNUALIZED
30'05 V1D 2005 Since Inception '
3-Year ‘ 5-Year ‘ 33171997 30-Day SEC Yield

MWTRX! 0.28% 287% 5.16% 8.19% 6.43% 141% 5.06%
Lehman Aggregate® D68% 1.83% 280% 395% 6.62% 683%
Yearly Performance

1999 2000 2001 2002 2003 2004 YTD 2005
™ 172% 10.20% 9.19% 095% 13.88% 5.15% 287%
Lehman Aggregate V8% 11.63% 842% 10.26% 410% 434% 1.83%

The performance data quoted represents past performance and does not guarantee future results. Current performance may be
lower or higher. Since inception returns are due in part to market conditions which might not be repeated in the future. Performance
data current to the most recent month-end may be obtained at www.mwamllc.com. The investment return and principal value of an
investment will fluctuate so that shares, when redeemed, may be worth more or less than their original cost. The fund offers another
class, the performance for which will vary due to fees and expenses.

This article must be preceded or accompanied by a prospectus for the Metropolitan West High Yield Bond Fund. The prospectus
describes the investment objectives, risks, charges, and expenses of the Metropolitan West Funds. Although the funds are no-load,
other annual fees and expenses do apply as described in the prospectus. High Yield Investment by the fund in lower-rated and
non-rated securities presents a greater risk of loss to principal and interest than higher-rated securities and may not be suitable for all
investors. Securities rated below BBB are considered more speculative and subject to greater risks than higher rated bonds. Portfolio
holdings and sectors are subject to change without notice.

Metropolitan West Funds has no editorial control over the content, subject matter, and timing of this article and is independent of
Morningstar and its publisher. The views expressed in this article do not constitute investment advice. Investors should consult
investment professionals regarding their individual investment programs. Since the date of this article, economic and market conditions
and the portfolio manager’s views of the prospects of any particular investments may have changed.

"Returns for the Fund are net of all charges and fees assuming reinvestment of dividends and capital gain distributions at net asset
value. Returns for periods greater than one year are annualized. For Class M, the advisor has contractually agreed to reduce its fees
and/or absorb expenses, and to pay a portion of the Fund’s distributing expenses to limit the Fund’s total annual operating expenses to
0.80% of the Fund’s Class M average net assets, which has the effect of increasing the rate of return.

2The Lehman Brothers Aggregate Index is an unmanaged index generally representative of a broad range of fixed income securities.
The securities that comprise the Lehman Brothers Aggregate Bond Index may differ substantially from those in the Fund’s portfolio.

An unmanaged index is not available for direct investment. Unlike a mutual fund, the performance of an index assumes no taxes,
transaction costs, management fees, or other expenses.

Shares of the Metropolitan West Funds are distributed by PFPC Distributors, Inc., 760 Moore Road, King of Prussia, PA 19406.
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Star ratings are based on a Morningstar Risk-Adjusted Return

measure that accounts for variation in a fund’s monthly Metropolitan West Total Return Bond Fund
performance (including the effects of sales charges and as of 09/30/2005
redemption fees), placing more emphasis on downward Total Fixed Income 262 | Date of Maturity | Amount $000 | Value $000 | % of Net Assets

variations and rewarding consistent performance. A fund must be

in existence three years to be rated. The top 10% of funds in a US TREASURY NOTE 3.88% S/15/10 166,818 164,453 1221%
category receive 5 stars, the next 22.5% receive 4 stars, the next US TREASURY NOTE 3.13% 9/15/08 98,743 95,889 L12%
35% 3 stars, the next 22.5% 2 stars, and the bottom 10% receive US TREASURY NOTE 3.00% 11/15/07 37,669 36,798 113%
1 star. As of 8/31/95, the Fund received 5 stars among 764 funds US. TREASURY BOND 6.13% /1521 29432 35,522 260%
for the 3-year period, and 4 stars among 570 funds for the 5-year US TREASURY NOTE 4.25% /1514 B0 o0 15%%
period. Ratings are subject to change monthly, are historical and 270 J : 277
do not represent future results. QWEST CAP FDG 7.75% 8/15/06 24,670 25,040 1.86%
p
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Mortgage Pass- 16 | licioa . CWHL 2005-45 A1 5.39% 8/25/35 19,455 19,409 1.44%
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