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The portfolio remains positioned 

in names that we believe will 

benefit from a cyclical economic 

recovery, as well as in companies 

that should see increased 

demand for their products due to 

involvement in a new or existing 

product cycle. 

 

 

 

 

 

Investment Risks 

The share price of a fund that 

invests primarily in one sector will 

likely be subject to more volatility 

than a fund that invests across many 

sectors. Technology stocks may be 

more volatile than stocks in other 

sectors. The fund should be 

considered part of an overall 

investment program and not a 

complete investment program.  

 

 Performance data quoted represents past performance, and current performance may be lower or higher. Past 
performance is no guarantee of future results. 

Columbia Management Group, LLC (“Columbia Management”) is the investment management division of Bank of 
America Corporation. Columbia Management entities furnish investment management services and products for 
institutional and individual investors. Columbia Funds are distributed by Columbia Management Distributors, Inc., 
member FINRA and SIPC. Columbia Management Distributors, Inc. is part of Columbia Management and an affiliate of 
Bank of America Corporation. 

  

In a rising market, technology stocks outperformed 

As companies restocked depleted inventories and a stabilizing global economy drove 

a pick-up in demand, technology stocks outperformed the broader equity market for 

the third quarter of 2009, as measured by the AMEX Merrill Lynch Technology 100 

— Equal $ Weight Index. The technology sector has risen more than 50% since the 

start of the year — more than double the return of the S&P 500 Index for the same 

period. In this environment, the Columbia Technology Fund underperformed its 

benchmark, the AMEX Merrill Lynch Technology100 — Equal $ Weight Index, 

which returned 22.49%. Stock selection within the consumer discretionary sector, as 

well as in the Internet software and services industry, made a positive contribution to 

performance while positioning within the software, semiconductor and computer and 

peripherals industries detracted from relative returns. 

Performance attribution
1
 

Within the industrials sector, Huron Consulting Group, a management consultant 

whose shares had been driven down after announcing the need to restate financial 

results, aided performance. During the quarter, Huron released revised earnings that 

reassured investors that company management was on track in resolving the 

company’s problems. Within the consumer discretionary sector, navigational device 

maker Garmin did well after releasing quarterly earnings results that were lower than 

last year’s numbers but significantly better than analyst expectations. The company 

stated that orders had begun to stabilize as retailers restocked their shelves. Within the 

Internet software and services industry, a holding in Savvis, a technology consultant 

that offers network outsourcing services to smaller companies, made a positive 

contribution to performance. Savvis specializes in so-called cloud computing, which 

allows smaller companies to establish and operate IT networks more efficiently and at 

a lower cost. A position in Internet search engine Yahoo recovered, as the market 

seemed to believe that the company’s challenges were fully priced into the stock, 

given the company’s market share in Internet search, its strategic investments in 

Yahoo Japan and Alibaba and its large cash balance. Online marketplace operator 

eBay also reported better-than-expected quarterly earnings, driven by international 

growth and its online payment business. 

Detracting from relative performance during the quarter were certain holdings within 

the software industry, including software giant Microsoft, which announced earnings 

that revealed weaker-than-expected revenue across several divisions. The company 

has a sizeable cash balance and controlled expenses. It is expected to release a new 

operating system in the fourth quarter of 2009, which has the potential to drive 

revenue growth. A lack of exposure to semiconductor companies also detracted from 

performance. Many semiconductor companies have benefited from stabilizing end 

demand and from the replenishing of semiconductor inventories, which were drawn 

down at the end of 2008 and beginning of 2009. The portfolio increased its exposure 

to semiconductor capital equipment companies on the belief that these companies will 

not have as much variability in their businesses as the chip manufacturers if end 
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demand shows any sign of slowing. Within the computers and peripherals industry, a 

holding in computer maker Dell lost ground after the company announced plans to 

acquire IT service provider Perot Systems. Investors became concerned with the 

direction of the company and the premium paid for the acquisition. Within the 

communications industry, a holding in Qualcomm underperformed, as more 

companies entered into the profitable smart-phone segment. With several new product 

offerings coming to market, the potential for a price war increases and profit margins 

of communication equipment suppliers are expected to tighten. 

Looking ahead 

The portfolio remains positioned in names that we believe will benefit from a cyclical 

economic recovery, as well as in companies that should see increased demand for 

their products due to involvement in a new or existing product cycle. We are mindful 

of the outperformance that the technology sector has experienced relative to the 

broader market and remain focused on allocating capital to names that we believe 

offer the best risk/reward benefit. 

Please read and consider the investment objectives, risks, charges and 

expenses for any fund carefully before investing. For a prospectus, which 

contains this and other important information about the fund, contact your 

Columbia Management representative or financial advisor or go to 

www.columbiamanagement.com. 
The AMEX Merrill Lynch Technology 100 Index is an equally weighted, unmanaged index of 100 leading technology 
stocks. As of January 1, 2009, Merrill Lynch & Co., Inc. is a wholly-owned subsidiary of Bank of America Corporation 
and an affiliate of Columbia Management. 

The Standard & Poor’s (S&P) 500 Index is an unmanaged index that tracks the performance of 500 widely held 
large-capitalization U.S. stocks. 

Unlike mutual funds, indices are not investments, do not incur fees or expenses and are not professionally managed. It 
is not possible to invest directly in an index. 

1Determinations of contributors and detractors are based on performance relative to the fund’s benchmark. 

Since economic and market conditions change frequently, there can be no assurance that the trends described here 

will continue or that the forecasts will come to pass. The views and opinions expressed are those of the portfolio 

managers and analysts of the affiliated advisors of Columbia Management Group, are subject to change without notice 

at any time, may not come to pass and may differ from views expressed by other Columbia Management associates or 

other divisions of Bank of America. These materials are provided for informational purposes only and should not be 

used or construed as a recommendation of any security or sector. 

There is no assurance that any securities discussed herein will remain in an account’s portfolio at the time you receive 

this report or that securities sold have not been repurchased. It should not be assumed that any securities transactions 

or holdings discussed were or will prove to be profitable, or that the investment recommendations or decisions made in 

the future will be profitable or will equal the investment performance of the securities discussed herein. 
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Top Holdings (% of net assets) 
as of September 30 2009 

 

Apple 4.89 

Analog Devices 2.47 

Microsoft 2.24 

Novellus Systems 2.10 

VeriSign 2.10 

Intel 1.97 

Qualcomm 1.96 

Adobe Systems 1.95 

Western Digital 1.89 

eBay 1.78 

Portfolio holdings and characteristics are subject 
to change periodically and may not be 
representative of current holdings and 
characteristics. Current and future holdings are 
subject to risk, including, but not limited to, 
market and credit risk.                                                         

 


