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T. Rowe PrRiCE GROWTH & INCOME FUND

HIGHLIGHTS

e After a weak start to 2009, scattered signs of economic stabilization
began to appear in March that sparked a sharp equity market rally,
lifting U.S. stocks into positive territory for our reporting period.

e The Growth & Income Fund posted an 8.05% gain for the six months
ended June 30, 2009, outpacing the broader S&P 500 Stock Index and
the fund’s peer group of similarly managed funds as measured by the
Lipper Large-Cap Core Funds Index.

e Qur holdings in the information technology and consumer discretionary
sectors were among the fund’s strongest performers, while holdings
in the consumer staples and industrials and business services sectors
weighed on returns.

e Although we are encouraged by the recent market rebound, investors
should not be surprised by a near-term pullback as the markets look for
more concrete signs of improvement in the real economy.

The views and opinions in this report were current as of June 30, 2009.
They are not guarantees of performance or investment results and
should not be taken as investment advice. Investment decisions reflect
a variety of factors, and the managers reserve the right to change their
views about individual stocks, sectors, and the markets at any time.
As a result, the views expressed should not be relied upon as a fore-
cast of the fund’s future investment intent. The report is certified under
the Sarbanes-Oxley Act, which requires mutual funds and other public
companies to affirm that, to the best of their knowledge, the informa-
tion in their financial reports is fairly and accurately stated in all material
respects.

REPORTS ON THE WEB

Sign up for our E-mail Program, and you can begin to receive updated
fund reports and prospectuses online rather than through the mail.
Log in to your account at troweprice.com for more information.


http://www.troweprice.com

T. ROWE PRICE GROWTH & INCOME FUND
Manager’s Letter

Fellow Shareholders

Although the U.S. and global economies remain mired in an economic
downturn of historic proportions, scattered signs of stabilization began
to appear over the last six months. For U.S. stocks, weakness at the end
of 2008 stretched into the first two months of 2009 as the S&P 500
Index lost approximately 25% from the start of the year through early
March. Early signs that the economy may have reached a bottom
spurred a sharp rally beginning in March, although investor optimism
receded and markets gave back some gains in the closing weeks of June
as tepid economic data indicated a more subdued, long-term recovery.
However, the rally was enough to lift most major indices into positive
territory for the reporting period.

The Growth & Income
Fund posted an 8.05% gain
for the six months ended

PERFORMANCE COMPARISON

Six-Month Period Ended 6/30/09 Total Return

June 30, 2009, outpacing
Growth & Income Fund 8.05% the broader S&P 500 Stock
S&P 590 Stock Index 3.16 Index and the fund’s peer
Lipper Large-Cap Core group of similarly man-
Funds Index 5.35 aged funds as measured

by the Lipper Large-Cap

Core Funds Index. Fund
holdings in the information technology sector provided the largest boost
to returns, and our consumer discretionary stocks and energy shares
also helped, benefiting from strong overall stock selection relative to the
benchmark S&P 500. Our positions in the consumer staples and indus-
trials and business services sectors weighed on returns, despite perform-
ing better than stocks in their corresponding S&P 500 sectors.

While the results of the past six months have been encouraging, we
understand that they do not completely make up for the losses suf-
fered during the worst of the market downturn in 2008 and early
2009. Rest assured, we will continue to rely on our exhaustive analysis
and disciplined approach to identify those companies that are best
positioned to provide long-term capital appreciation and sustainable
current income for our shareholders.



A WORD ABOUT YOUR SHAREHOLDER REPORT

At T. Rowe Price, we believe that information is essential to understanding your investments
in this fast-moving and volatile market environment. In this shareholder report’s “Manager’s
Letter,” your fund’s portfolio manager writes a candid assessment of recent market events and
fund performance, offers important insights into how the fund is managed, and provides a
perspective for the next few months. We encourage you to read this report carefully.

Did you know you could receive your shareholder report sooner? The online version is usually
available at least two weeks before you receive it by mail. If you’re looking for easy access to
the latest shareholder reports, account statements, transaction confirmations, tax forms, mutual
fund prospectuses, and more, consider paperless e-delivery options from T. Rowe Price.

e Fast: An e-mail notification lets you know when your documents are available for online
viewing, offering instant access to valuable information.

e Secure: Confidential account information is accessible only within the secure T. Rowe Price
Web site.

o Efficient: E-delivery can help reduce costs and minimize environmental waste.

To learn more about e-delivery and our many other valuable online tools and services, please
log in to your account at troweprice.com.

MARKET ENVIRONMENT

The U.S. economy is currently in one of the deepest and longest down-
turns since the Great Depression. Gross domestic product has con-
tracted markedly and unemployment exceeded 9% by the end of our
reporting period, with further increases likely over the coming months.

Scattered signs of economic stabilization began to emerge in March as
credit markets improved, housing price declines began to moderate,
and consumer confidence increased. However, economic news
throughout June was mixed. On the positive side, the Conference
Board’s index of leading economic indicators surged in June for the
second straight month, unemployment claims continued to drop, and
consumer confidence was stronger than expected early in the month.
However, weakness in manufacturing and industrial production began
to appear later in the month, and a cautious retail outlook coupled
with an unexpected increase in jobless claims took some of the wind
out of the recovery argument.

U.S. stocks began our reporting period on a sour note as the weak-
ness of 2008’s historic equity market downturn extended into 20009.
However, equities rallied sharply from their March lows, sparked
by oversold valuations and early signs that the economy is in the
process of bottoming and that government measures to stabilize the


http://www.troweprice.com

financial markets may be starting to bear fruit. With an improving
backdrop for the economy and markets, investors regained some
measure of confidence and appetite for risk before tepid economic
news dampened their optimism in June. Nevertheless, growth stocks
significantly outperformed value stocks across all market capitaliza-
tions for the period. Additionally, the best-performing S&P 500
sectors were information technology, materials, and consumer discre-
tionary—traditionally seen as the market’s “riskier,” more economi-
cally sensitive sectors. At the same time, the traditional market safe
havens turned in weaker performance as health care, utilities, and
consumer staples were either flat or negative for the period. Viewed
as the impetus and epicenter of the recent downturn, financials sec-
tor shares lost ground despite an extraordinary rebound over the last
three months of the reporting period.

PERFORMANCE REVIEW

Often at the leading edge of market recoveries, the infor-
...THE INFORMATION mation technology sector posted strong returns for the
period in anticipation of increased consumer spending
and business capital expenditures. Microsoft shares
SECTOR POSTED rallied strongly in April after the company reported
earnings that were in line with analyst estimates and
affirmed plans to cut costs. With its vast resources,

FOR THE PERIOD IN software market dominance, and exceptional business
model, we believe Microsoft compares very favorably to
the broader market. Our semiconductor holdings also
OF INCREASED aided results as demand expectations grew. Shares in
Texas Instruments, Analog Devices, and Intel boosted
returns, and a position in Marvell Technology Group
SPENDING AND was one of our strongest performers. Selling chips in
diverse end markets including hard disk drives, com-
munications infrastructure, and smartphones, Marvell
EXPENDITURES. management has cut costs aggressively and maintained
attractive gross margins and profitability despite revenue
pressures. Shares in electronic equipment supplier Tyco
Electronics weighed on returns and we eliminated the position during
the period. (Please see the portfolio of investments for a complete listing
of holdings and the amount each represents in the portfolio.)

TECHNOLOGY

STRONG RETURNS

ANTICIPATION

CONSUMER

BUSINESS CAPITAL

Our exposure to the consumer discretionary sector boosted returns as
the pace of the economic downturn slowed and investors focused on
expectations for increased consumer spending going forward. Specialty



retailer TJX was the largest single contributor to fund performance for
the period. Parent company of TJ] Maxx and Marshalls, TJX is a good
example of the type of company we currently own in the consumer
sector: one that provides customers a good product at a good value,
preserving its relevance even in tough economic times. Internet retailer
Amazon.com was the second-biggest contributor to the fund’s returns.
Amazon continues to benefit from one of the best management teams in
the business, investing in innovative products and services and taking
market share. Amazon’s business model continues to drive significant
free cash flow and high returns on invested capital. Gaming equipment
manufacturer International Game Technology and casino operator
Wynn Resorts weighed on returns as leisure spending collapsed.

SECTOR DIVERSIFICATION Our energy sector holdings

also helped to boost fund
returns as early indications
of economic stabilization

Percent of Net Assets
12/31/08 6/30/09

Health Care Lol DR increased future demand
Information Technology 13.4 15.5 expectations and energy
Energy 12.5 13.2 prices surged over the
Financials 12.3 12.9 second half of the period.
s Discretionary 96 10.5 Despite the potential‘for
Consumer Sl e 103 short-term energy price

""" fluctuations, we believe

127 2.8 prices should trend sig-
5.6 4.8 nificantly higher over time
"""""" 5.0 4.8 due to increased demand
0.9 1.5 from an improving global
Other and Reserves 1.2 0.9 economy and as devel-

oping markets become
increasingly hungry for
energy to feed their grow-
ing industrial and con-
sumer base. Our position in oil services leader Schlumberger helped
returns because the company maintains strong international operations
and a solid long-term growth profile. Murphy Oil and Brazilian giant
Petroleo Brasileiro (Petrobras) also aided performance. A position

in ExxonMobil was one of the largest detractors from fund returns as
the company struggled with weak energy prices in the first half of the
period and higher costs. However, we still believe it is a solid long-
term investment due to its superior global oil field assets and
disciplined management.

Total 100.0%  100.0%

Historical weightings reflect current industry/sector classifications.



Fund holdings in the traditionally defensive consumer staples sector
weighed on returns as investors focused on more growth-oriented
companies. Shares in the world’s biggest retailer, Wal-Mart, fell as
investors had concerns about the company’s ability to sustain sales
and profit growth once the recession ends and consumers return to
buying from higher-price point competitors. Procter & Gamble, the

world’s largest consumer staples company, also struggled as revenues

)

earnings, and profitability weakened in response to slower consumer
spending. With its diversified product mix containing some of the
world’s most recognizable brands and with a truly global footprint,
we believe Procter & Gamble is well positioned for the long term

despite near-term challenges.

FINANCIAL PROFILE

Growth & S&P 500

As of 6/30/09 Income Fund  Stock Index

Price/Book Ratio 2.6X 2.5X

Price/Earnings Ratio
(Based on next 12 months’
estimated earnings) 14.4X 13.9X

Historical Beta
(Based on monthly
s for five years) 0.97 1.00

Sources: Bloomberg and IBES. Forecasts are in no way indicative
of future investment returns.

The fund’s exposure to
the industrials and
business services sector
also weighed on returns,
although strong stock
selection helped our com-
parison to the benchmark
S&P 500 Index. Industrial
conglomerate GE was the
single largest detractor
from fund returns. The
firm suffered early in the
period as the economic
downturn accelerated
and corporate capital

expenditures ground to a virtual halt. Its large financial services expo-
sure further exacerbated the share price weakness as the financials
sector plummeted, although its diversified income stream should
benefit the company going forward. A position in Danaher helped to
offset some of the damage from GE in the sector. Danaher is a highly
diversified industrial manufacturer whose end markets benefit from
strong growth and low cyclicality. The company’s management has
also successfully executed acquisitions that have benefited earnings.

The fund established several new positions over the first half of the
year. We purchased shares in Bank of America as a deteriorating
credit outlook and concerns regarding its capital sufficiency pushed
the valuation to attractive levels. With most purchases, but especially
those in the financials sector, we are buying based upon “normal-
ized” earnings (post-recession). In this light, Bank of America looks
attractively priced as it is trading at just 4.5 times our 2012 estimate.



We believe the company will be a good performer over the next 12 to
18 months as the market begins to recognize the company’s earnings
power. Declines in construction activity and expenses associated with
a recent acquisition pressured shares of Vulcan Materials, providing
an attractive entry point. As the leading U.S. producer of aggregates
used in concrete and asphalt, the company has a solid business model,
operates in an industry with very high barriers to entry, and should
benefit substantially from increased infrastructure spending. We initi-
ated a position in home improvement retailer Lowe’s. Despite the
recent housing troubles, we expect Lowe’s to benefit substantially as
the housing market rebounds. Management is aggressively monitor-
ing costs and inventory levels, setting the stage for significant earnings
leverage when the environment improves.

ITT is among the positions that we eliminated during the past

six months. ITT designs and manufactures industrial and defense
products, deriving well over half of the company’s revenues and
profits from the defense sector. Despite a leading position in many
of its business segments, we believe the company will suffer over
the short term as the U.S. gradually reduces its military commit-
ment in Iraq, and we took the opportunity to eliminate our position
while prices were still relatively attractive. We also eliminated our
position in pharmaceutical maker Pfizer as its pending purchase of
Wyeth, another fund holding, increased the combined position size
to uncomfortable levels. Beaten down by the broader collapse in the
housing sector, we eliminated our position in Home Depot and see
better opportunities in its major competitor, Lowe’s (see above), as
the economy and housing sector improve.

OUTLOOK

Companies in our portfolio have largely done an admirable job
negotiating the current economic downturn. Most have aggressively
attacked their cost structure in an effort to offset declining revenue
and protect profitability. The good news is that many companies
will have significant earnings leverage when the revenue environ-
ment improves. However, a smooth ride is anything but certain.
Despite the much-hyped “green shoots” of recovery, our economy
still faces significant headwinds. Weakness in housing, unemploy-
ment, automobiles, and other areas gives cause for concern, as do
the long-term implications of the massive government stimulus
programs. The question of how we are to pay for the huge deficits
looms large, and tax increases are already being proposed. Amid



all the questions, one thing is certain: Our nation’s
COMPANIES IN OUR indebtedness will continue to increase, raising the
likelihood of a weaker dollar and higher inflation
PORTFOLIO HAVE
down the road.
LARGELY DONE AN We currently favor stocks that stand to benefit the most
ADMIRABLE JOB from a gradual market rebound, and we are selectively
adding companies with solid fundamentals and strong
competitive positions. In addition, we believe it is pru-
CURRENT ECONOMIC dent to favor companies that have global exposure and
are not too reliant on the U.S. for growth. We have
become more constructive on financials stocks because
we believe the sector is beginning to show signs of sta-
bilization and good value. Already one of our largest
exposures, the information technology sector has above-average growth
prospects. It seems likely that there is pent-up demand for products as
most companies pared their IT budgets substantially over the past year.
Despite the difficult short-term outlook for energy prices, we believe
prices should trend significantly higher over time based on increased
demand from a gradually improving global economy.

NEGOTIATING THE

DOWNTURN.

Although we are cautiously optimistic that the worst of the global
economic and market downturn is behind us, our optimism is tem-
pered with concerns about the depth and sustainability of the current
rebound and a belief that markets may have gotten ahead of the
recovery. Investors should not be surprised by a near-term pullback

as the markets look for more concrete signs of improvement in the real
economy. In this uncertain economic environment, we continue to rely
on our exhaustive analysis and disciplined approach to identify the best
long-term opportunities for our shareholders.

Respectfully submitted,

Thomas J. Huber
President of the fund and chairman of its Investment Advisory Committee

July 21, 2009

The committee chairman has day-to-day responsibility for managing the
portfolio and works with committee members in developing and executing
the fund’s investment program.
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T. ROWE PRICE GROWTH & INCOME FUND

Risks OF STOCK INVESTING

As with all stock and bond mutual funds, a fund’s share price can fall because of
weakness in the stock or bond markets, a particular industry, or specific holdings.
Stock markets can decline for many reasons, including adverse political or economic
developments, changes in investor psychology, or heavy institutional selling. The
prospects for an industry or company may deteriorate because of a variety of factors,
including disappointing earnings or changes in the competitive environment. In addi-
tion, the investment manager’'s assessment of companies held in a fund may prove
incorrect, resulting in losses or poor performance even in rising markets. Funds invest-
ing in stocks with a dividend orientation may have somewhat lower potential for price
appreciation than those concentrating on rapidly growing firms. Also, a company may
reduce or eliminate its dividend.

G LOSSARY

Beta: A measure of the market risk of a stock showing how responsive it is to a given
market index, such as the S&P 500 Stock Index. By definition, the beta of the bench-
mark index is 1.00. A fund with a 1.10 beta is expected to perform 10% better than the
index in up markets and 10% worse in down markets. Usually, higher betas represent
riskier investments.

Free cash flow: The excess cash a company generates from its operations that can be
taken out of the business for the benefit of shareholders, such as dividends, share
repurchases, investments, and acquisitions.

Lipper indexes: Fund benchmarks that consist of a small number (10 to 30) of the largest
mutual funds in a particular category as tracked by Lipper Inc.

Price/book ratio: A valuation measure that compares a stock’s market price with its book
value, i.e., the company’s net worth divided by the number of outstanding shares.

Price/earnings (P/E) ratio: A valuation measure calculated by dividing the price of a stock
by its current or projected earnings per share. This ratio gives investors an idea of how
much they are paying for current or future earnings power.

Risk/reward: The relationship between the degree of risk associated with an investment
and its return potential. Typically, the higher the potential return of an investment, the
greater the risk.

S&P 500 Stock Index: An unmanaged index that tracks the stocks of 500 primarily large-
capitalization U.S. companies.



T. ROWE PRICE GROWTH & INCOME FUND

PorTFOLIO HIGHLIGHTS

TWENTY-FIVE LARGEST HOLDINGS

Percent of
Net Assets
6/30/09

Exxon'M‘obil """"" 2.8%
Microsoft 28
Damaher 23
American Tower 22
Wal-Mart 2.0

Schlumberger 19
Teva Pharmaceutical Industries 1.8
WellPoint 1.8
ATRT 1.8
X 1.7

MurphyﬂOil """"" 1.7
Aop. 1.7
Total 1.6
Kohs 1.6
3M 1.5

Johnsg‘n‘ &Johnson 15
Republic Services 1.4
Fisery. ... 1.4
Express Scripts 1.4
Intel 1.4

JPMorgan Chase 1.4
Procter & Gample 1.4
Covidien 13
Coca-Cod 13
Amazon.com 1.3

Total 43.0%



T. ROWE PRICE GROWTH & INCOME FUND

PORTFOLIO HIGHLIGHTS

MAJOR PORTFOLIO CHANGES

Listed in descending order of size

Six Months Ended 6/30/09

Largest Purchases

Largest Sales

Lowe’s* ITT**

Bank of America* Home Depot**
McKesson* Edison International**
State Street Pfizer**

Wells Fargo* SunTrust

Philip Morris International Fortune Brands**
Vulcan Materials* GE

Charles Schwab* Dell

JPMorgan Chase

Marshall & Ils:ljéy**

Yum! Brands*

Tyco Electronics**

*Position added.
**Position eliminated.
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T. ROWE PRICE GROWTH & INCOME FUND
Performance and Expenses

GRroOwTH OF $10,000

This chart shows the value of a hypothetical $10,000 investment in the fund over the past
10 fiscal year periods or since inception (for funds lacking 10-year records). The result is
compared with benchmarks, which may include a broad-based market index and a peer
group average or index. Market indexes do not include expenses, which are deducted from
fund returns as well as mutual fund averages and indexes.

GROWTH & INCOME FUND

$30,000 AS, of 6/30/09 R A
msmm  Growth & Income Fund $9,088
26,000 FE AR
000 S&P 500 Stock Index $7,987
’ - - - LipperLarge-Cap Core Funds index $7,894
18,000 FR FR
14,000

10,000 w

6/99 6/00 6/01 6/02 6/03 6/04 6/05 6/06 6/07 6/08 6/09

AVERAGE ANNUAL COMPOUND TOTAL RETURN

This table shows how the fund would have performed each year if its actual (or cumulative)
returns had been earned at a constant rate.

Periods Ended 6/30/09 1 Year 5 Years 10 Years
Growth & Income Fund -24.18% -1.52% -0.95%

Current performance may be higher or lower than the quoted past performance, which
cannot guarantee future results. Share price, principal value, and return will vary, and you
may have a gain or loss when you sell your shares. For the most recent month-end per-
formance, please visit our Web site (troweprice.com) or contact a T. Rowe Price representa-
tive at 1-800-225-5132.

Average annual total return figures include changes in principal value, reinvested dividends, and capi-
tal gain distributions. Returns do not reflect taxes that the shareholder may pay on fund distributions

or the redemption of fund shares. When assessing performance, investors should consider both short-
and long-term returns.
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T. ROWE PRICE GROWTH & INCOME FUND

EXPENSE RATIO

Growth & Income Fund 0.73%

The expense ratio shown is as of the fund’s fiscal year ended 12/31/08. This number may vary from the
expense ratio shown elsewhere in this report because it is based on a different time period and, if
applicable, does not include fee or expense waivers.

FUND EXPENSE EXAMPLE

As a mutual fund shareholder, you may incur two types of costs: (1) transaction costs, such as
redemption fees or sales loads, and (2) ongoing costs, including management fees, distribu-
tion and service (12b-1) fees, and other fund expenses. The following example is intended to
help you understand your ongoing costs (in dollars) of investing in the fund and to compare
these costs with the ongoing costs of investing in other mutual funds. The example is based on
an investment of $1,000 invested at the beginning of the most recent six-month period and
held for the entire period.

Actual Expenses

The first line of the following table (“Actual”) provides information about actual account
values and expenses based on the fund’s actual returns. You may use the information in
this line, together with your account balance, to estimate the expenses that you paid over
the period. Simply divide your account value by $1,000 (for example, an $8,600 account
value divided by $1,000 = 8.6), then multiply the result by the number in the first line
under the heading “Expenses Paid During Period” to estimate the expenses you paid on
your account during this period.

Hypothetical Example for Comparison Purposes

The information on the second line of the table (“Hypothetical”) is based on hypothetical
account values and expenses derived from the fund’s actual expense ratio and an assumed
5% per year rate of return before expenses (not the fund’s actual return). You may compare
the ongoing costs of investing in the fund with other funds by contrasting this 5% hypothetical
example and the 5% hypothetical examples that appear in the shareholder reports of the
other funds. The hypothetical account values and expenses may not be used to estimate the
actual ending account balance or expenses you paid for the period.

Note: T. Rowe Price charges an annual small-account maintenance fee of $10, generally for
accounts with less than $2,000 ($500 for UGMA/UTMA). The fee is waived for any investor
whose T. Rowe Price mutual fund accounts total $25,000 or more, accounts employing auto-
matic investing, and IRAs and other retirement plan accounts that utilize a prototype plan
sponsored by T. Rowe Price (although a separate custodial or administrative fee may apply
to such accounts). This fee is not included in the accompanying table. If you are subject to
the fee, keep it in mind when you are estimating the ongoing expenses of investing in the
fund and when comparing the expenses of this fund with other funds.
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T. ROWE PRICE GROWTH & INCOME FUND

FUND EXPENSE EXAMPLE (CONTINUED)

You should also be aware that the expenses shown in the table highlight only your ongoing
costs and do not reflect any transaction costs, such as redemption fees or sales loads.
Therefore, the second line of the table is useful in comparing ongoing costs only and will
not help you determine the relative total costs of owning different funds. To the extent a
fund charges transaction costs, however, the total cost of owning that fund is higher.

T. Rowe PricCE GROWTH & INCOME FUND

Beginning Ending Expenses Paid

Account Value Account Value During Period*

1/1/09 6/30/09 1/1/09 to 6/30/09

Actual $1,000.00 $1,080.50 $4.02
Hypothetical (assumes 5%

return before expenses) 1,000.00 1,020.93 3.91

*Expenses are equal to the fund’s annualized expense ratio for the six-month period (0.78%), multiplied
by the average account value over the period, multiplied by the number of days in the most recent fiscal
halfyear (181) divided by the days in the year (365) to reflect the half-year period.
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T. ROWE PRICE GROWTH & INCOME FUND

Unaudited

FINANCIAL HIGHLIGHTS For a share outstanding throughout each period

6 Months Year

Ended Ended

6/30/09° 12/31/08" 12/31/07° 12/31/06" 12/31/05  12/31/04
NET ASSET VALUE
Beginning of period $ 13.88 $ 22.19 $ 22.14 $ 2062 $ 22,51 $ 21.72

Investment activities

Net investment income 0.09 0.23 0.24 0.29 0.21 0.26
Net realized and
unrealized gain (loss) 102 . ®31) REEI 264 .. 037 ... 2.06
Total from investment
activites 11 (8.08) ... 135 . 2.93 .. 058 .. 2.32
Distributions
Net investment income (0.10) (0.23) (0.25) 0.29) (0.23) (0.26)
Netrealized gain S S o5 @12 @24  (1.27)
Total distributions 0.200 0.23) (130 (141  Qan)  (1.53)
NET ASSET VALUE
End of period S 1489 $ 13.88 S 22.19 S 22.14 S 20.62 S 22,51
Ratios/Supplemental Data
Totalretun® 8.05% _ (36.60)% 6.28%  14.44% _ 2.60% _ 10.82%
Ratio of total expenses to o
averagenetassets | 0.78% _073%  070%  073%  076%  0.78%
Ratio of net investment
income to average net o .
assets 1.40% 1.23% 1.06% 1.34% 0.98% 1.15%
Portfolio tunoverrate  10.7%  20.1%  308%  50.7%  521%  36.4%
Net assets, end of period
(inmilions) % 85 $ 839 $ 1434 $ 1,667 $ 1,722 $ 1,881

*  Per share amounts calculated using average shares outstanding method.

@ Total return reflects the rate that an investor would have earned on an investment in the fund
during each period, assuming reinvestment of all distributions.

Annualized

Includes the effect of a one-time special dividend (0.24% of average net assets) that is not
expected to recur.

@

@3

The accompanying notes are an integral part of these financial statements.
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T. ROWE PRICE GROWTH & INCOME FUND

Unaudited June 30, 2009

PORTFOLIO OF INVESTMENTS # Shares Value

(Cost and value in $000s)
COMMON STOCKS 99.1%
CONSUMER DISCRETIONARY 10.5%

Hotels, Restaurants & Leisure 1.4%

Marriott, Class A 329,812 7,279
WynnResorts @) . 85000 3,000
U B aS e 77,800 259

12,873

Household Durables 0.4%
Lennar, Class A 350,000 3,392

Internet & Catalog Retail 1.3%

Amazon.com (1) 137,500 11,503
11,503

Media 1.9%
Cablevision, Class A 565,900 10,984
TmeWamer ... 21666 5458
16,442

Multiline Retail 1.6%
Kohl's (1) 333,500 14,257

Specialty Retail 3.9%

Bed Bath & Beyond (1) 314,400

34184

Total Consumer Discretionary 92,651
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T. ROWE PRICE GROWTH & INCOME FUND

Shares

Value

(Cost and value in $000s)

CONSUMER STAPLES 10.3%

Beverages 2.4%

C0ca O oo
PepsICO

Food & Staples Retailing 3.0%

Y MK o eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee

Wal-Mart

240,000

177,500

279,100 .8

365,800

(11,518
9755
21,273

Food Products 0.9%

General Mills

Household Products 1.9%

0T 0K e eeeemeeeeeeneeeeeeeeeeeeeeee

Procter

83800 A

234,800

Tobacco 1.0%

Philip Morris International e

Total Consumer Staples
ENERGY 13.2%

Energy Equipment & Services 3.7%
Baker Hughes

246,100
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T. ROWE PRICE GROWTH & INCOME FUND

Shares Value

(Cost and value in $000s)
Smith Intemational e 254,800 6,561
AAAAAAAAAAA 32,357

0il, Gas & Consumable Fuels 9.5%

et S 171,400 .82
BOG RS OUICeS e 31,400 2133
et SO 359,500 ..25132
Murhy Ol 274,700 14,922
Petroleo Brasileiro, ADR 162,600 5424
Royal Dutch Shell, A Shares, ADR 193,200 . 9,697
Spectra Energy 388,300 6,570
TOl, AR e 267,000 14,479
............ 84,178
Total Energy 116,535

FINANCIALS 12.9%

Capital Markets 5.2%
Ameriprise Financial 221,500 5,376

Commercial Banks 1.8%

U St 160,000 2,632
U BaNCOrD 498,900 . 8,940
WS Farg0 184,300 ... 44871

16,043
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Shares Value
(Cost and value in $000s)
Diversified Financial Services 2.4%
Bank of America 661,800 8,736
JPMorgan Chase e 357,200 12,184
____________ 20,920
Insurance 3.5%
A e 83,700 ... 2602
O e 386,900 . 14,652
MOl e 155200 4,658
WIS GrOUD 364,800 . 9.386
____________ 31,298
Total Financials 114,210
HEALTH CARE 15.8%
Biotechnology 1.0%
AN (1) e 160,000 . 8,471
______________ 8,471
Health Care Equipment & Supplies 4.7%
Baxter International 192,100 10,174
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Shares Value
(Cost and value in $000s)
Pharmaceuticals 5.6%
Johnson & JONSOn e 230,000 13,064
MOrCK 341,200 9,540
Teva Pharmaceutical, ADR 330,000 16,282
Wyeth 241,200 10,948
____________ 49,834
Total Health Care 140,313
INDUSTRIALS & BUSINESS SERVICES 9.8%
Air Freight & Logistics 1.8%
Expeditors International of Washington 229,500 7,652
UPS, LIS B 167,500 . 8,373
16025
Commercial Services & Supplies 1.4%
Republic Services . 523,700 12784
e 12,784
Industrial Conglomerates 3.2%
3 225,300 13,540
G e e 236,500 2772
McDermott Intemnationalcy 353,500 7,180
TycoIntemational 185,000 .. 4,806
28298
Machinery 3.4%
L S 335,000 ...20,683
Minois Tool Works 240,900 . 8,995
29,678
Total Industrials & Business Services 86,785
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Shares Value
(Cost and value in $000s)
INFORMATION TECHNOLOGY 15.5%
Communications Equipment 2.2%
CiscoSystems (1) 348,200 6,490
Juniper NetWOrKS (1) e 363,000 8,567
QA O e 93,700 ... 4235
19,292
Computers & Peripherals 1.2%
APl (1) ] 40,400 5754
L S 369,300 ..5071
e 10,825
Internet Software & Services 1.6%
Google, ClassA (@) . 20,000 ... 8,432
VO SN () e 304,500 ..5:634
14,066
IT Services 2.3%
Fiserv (1) 276,600 12,641

Semiconductor & Semiconductor Equipment 4.9%

Analog Devices 236,800 5868
oo eeseeeeeeeneene 744,300 12,318
Marvell Technology Group (1) 793,700 9,239
Maxim Integrated Products . 410000 6,433
TeXas ISt UmentS e 431,600 . 9,193

43,051
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Shares Value
(Cost and value in $000s)
Software 3.3%
Autodesk (1) 281,300 ..5:339
MCrOS Ot 1,025,700 24,381

29,720

Total Information Technology 137,066
MATERIALS 1.5%

Construction Materials 0.4%

Vulean Materials e 57003607

31007
Metals & Mining 1.1%
BHP Billiton (GBP) 410312 9,268
______________ 9,268
Total Materials 12,875

TELECOMMUNICATION SERVICES 4.8%

Diversified Telecommunication Services 1.8%

AT 830,000 15,649

15,649
Wireless Telecommunication Services 3.0%
America MOVil, ADR e 190,000  ...7.357
American Tower, ClassA (@) 605,000 19,076

26,433

Total Telecommunication Services 42,082
UTILITIES 4.8%
Electric Utilities 2.9%
Duke Energy 526,700 7,685

21



T. ROWE PRICE GROWTH & INCOME FUND

Shares Value
(Cost and value in $000s)
B Y 112,800 8,744
B e eeeeeeeeeeee oo eeeeeese s eeeeeesemee s eeseeeeeeseeseseeesreeermnns 277,800 9,156
e 23,585
Independent Power Producers & Energy Traders 0.8%
NRG Energy () 265,000 ... 6,879
______________ 6,879
Multi-Utilities 1.1%
Public Service Enterprise e 313,100 10,217
10,217
Total Utilittes 42,681
Total Common Stocks (Cost $901,887) 876,746
SHORT-TERM INVESTMENTS 0.8%
Money Market Funds 0.8%
T. Rowe Price Reserve Investment Fund, 0.41% @G) . . . 7,509,795 ....7»510
Total Short-Term Investments (Cost $7,510) 7,510
Total Investments in Securities
99.9% of Net Assets (Cost $909,397) S 884,256

+ Denominated in U.S. dollars unless otherwise noted.

(1) Non-income producing

(@ Seven-day yield

() Affiliated Companies
ADR American Depository Receipts
GBP British Pound
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Affiliated Companies
($000s)

The fund may invest in certain securities that are considered affiliated companies. As defined
by the 1940 Act, an affiliated company is one in which the fund owns 5% or more of the
outstanding voting securities, or a company which is under common ownership or control.

Purchase Sales Investment Value
Affiliate Cost Cost Income 6/30/09 12/31/08
T. Rowe Price Reserve
Investment Fund 0.41% | L S 24 % 7,510% . 5,991
Totals $ 24 $ 7,510 $ 5,991

u Purchase and sale information not shown for cash management funds.

Amounts reflected on the accompanying financial statements include the following
amounts related to affiliated companies:

Investment in securities, at cost $ 7,510
Dividend income 24
Interestincome -

Investment income $ 24

Realized gain (loss) on securities $

Capital gain distributions from
mutual funds $

The accompanying notes are an integral part of these financial statements.
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Unaudited June 30, 2009

STATEMENT OF ASSETS AND LIABILITIES

($000s, except shares and per share amounts)

Assets

Investments in securities, at value (cost $909,397) $ 884,256
Dividends and interest receivable 1,032
Receivable for investment securities sold 749
Receivable for shares sold 222
Cash 33
Other assets 26
Total assets 886,318
Liabilities

Payable for shares redeemed 513
Investment management fees payable 406
Due to affiliates 139
Other liabilities 123
Total liabilities 1181
NET ASSETS S 885,137
Net Assets Consist of:

Undistributed net investment income $ 48
Accumulated undistributed net realized loss (127,095)
Net unrealized loss (25,141)
Paid-in capital applicable to 59,449,206 shares of $0.01 par value

capital stock outstanding; 500,000,000 shares authorized 1,037,325
NET ASSETS $ 885,137
NET ASSET VALUE PER SHARE w

The accompanying notes are an integral part of these financial statements.
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Unaudited

STATEMENT OF OPERATIONS

($000s)
6 Months
Ended
6/30/09
Investment Income (Loss)
Income
Dividend $ 8,729
Securities lending 36
Total income 8,765
Expenses
Investment management 2,244
Shareholder servicing 734
Prospectus and shareholder reports 35
Custody and accounting 74
Registration 22
Legal and audit 20
Directors 5
Miscellaneous 6
Total expenses 3,140
Net investment income 5625
Realized and Unrealized Gain (Loss)
Net realized gain (loss)
Securities (77,569)
Foreign currency transactions 4
Net realized loss (77,565)
Change in net unrealized gain on securites 136,504
Net realized and unrealized gain 58,939
INCREASE IN NET ASSETS FROM OPERATIONS $ 64,564

The accompanying notes are an integral part of these financial statements.
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Unaudited

STATEMENT OF CHANGES IN NET ASSETS

($000s)
6 Months Year
Ended Ended
6/30/09 12/31/08
Increase (Decrease) in Net Assets
Operations
Net investment income $ 5625 $ 14,489
Net realized loss (77,565) (47,976)
Change in net unrealized gain (loss) 136,504  (472,851)
Increase (decrease) in net assets from
operations ] 64,564 .. (506,338)
Distributions to shareholders
Netinvestmentincome | (5,932) .......(14263)
Capital share transactions*
Shares sold 27,245 68,507
Distributions reinvested 5,672 13,594
Shares redeemed 45,224) . (A57,177)
Decrease in net assets from capital share
transactions 12,307) . (75076)
Net Assets
Increase (decrease) during period 46,325 (595,677)
Beginning of period 838812 .. 1,434,489
End of period S 885,137 S 838,812
Undistributed net investment income 48 355
*Share information
Shares sold 2,036 3,867
Distributions reinvested 410 796
Shares redeemed (,443) .......(8871)
Decrease in shares outstanding 997) (4,208)

The accompanying notes are an integral part of these financial statements.
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T. ROWE PRICE GROWTH & INCOME FUND
Unaudited June 30, 2009

NOTES TO FINANCIAL STATEMENTS

T. Rowe Price Growth & Income Fund, Inc. (the fund), is registered under
the Investment Company Act of 1940 (the 1940 Act) as a diversified, open-
end management investment company. The fund commenced operations on
December 21, 1982. The fund seeks to provide long-term capital growth, a
reasonable level of current income, and increasing future income through
investments primarily in dividend-paying common stocks.

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

Basis of Preparation The accompanying financial statements were prepared in
accordance with accounting principles generally accepted in the United States
of America, which require the use of estimates made by fund management.
Fund management believes that estimates and security valuations are appropri-
ate; however, actual results may differ from those estimates, and the security
valuations reflected in the financial statements may differ from the value the
fund ultimately realizes upon sale of the securities. Further, fund management
believes no events have occurred between June 30, 2009 and August 20, 2009,
the date of issuance of the financial statements, that require adjustment of, or
disclosure in, the accompanying financial statements.

Investment Transactions, Investment Income, and Distributions Income and
expenses are recorded on the accrual basis. Dividends received from mutual
fund investments are reflected as dividend income; capital gain distributions are
reflected as realized gain/loss. Dividend income and capital gain distributions
are recorded on the ex-dividend date. Income tax-related interest and penalties,
if incurred, would be recorded as income tax expense. Investment transactions
are accounted for on the trade date. Realized gains and losses are reported on
the identified cost basis. Distributions to shareholders are recorded on the ex-
dividend date. Income distributions are declared and paid on a quarterly basis.
Capital gain distributions, if any, are declared and paid by the fund, typically
on an annual basis.

Currency Translation Assets, including investments, and liabilities denominated
in foreign currencies are translated into U.S. dollar values each day at the prevail-
ing exchange rate, using the mean of the bid and asked prices of such currencies
against U.S. dollars as quoted by a major bank. Purchases and sales of securities,
income, and expenses are translated into U.S. dollars at the prevailing exchange
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rate on the date of the transaction. The effect of changes in foreign currency
exchange rates on realized and unrealized security gains and losses is reflected as
a component of security gains and losses.

Rebates Subject to best execution, the fund may direct certain security trades
to brokers who have agreed to rebate a portion of the related brokerage com-
mission to the fund in cash. Commission rebates are reflected as realized gain
on securities in the accompanying financial statements and totaled $4,000 for
the six months ended June 30, 2009.

New Accounting Pronouncement On January 1, 2009, the fund adopted
Statement of Financial Accounting Standards No. 161 (FAS 161), Disclosures
about Derivative Instruments and Hedging Activities. FAS 161 requires enhanced
disclosures about derivative and hedging activities, including how such activi-
ties are accounted for and their effect on financial position, performance and
cash flows. Adoption of FAS 161 had no impact on the fund’s net assets or
results of operations.

NOTE 2 - VALUATION

The fund’s investments are reported at fair value as defined under Statement of
Financial Accounting Standards No. 157 (FAS 157), Fair Value Measurements.
The fund values its investments and computes its net asset value per share at
the close of the New York Stock Exchange (NYSE), normally 4 p.m. ET, each
day that the NYSE is open for business.

Valuation Methods Equity securities listed or regularly traded on a securities
exchange or in the over-the-counter (OTC) market are valued at the last quoted
sale price or, for certain markets, the official closing price at the time the valua-
tions are made, except for OTC Bulletin Board securities, which are valued at the
mean of the latest bid and asked prices. A security that is listed or traded on more
than one exchange is valued at the quotation on the exchange determined to be
the primary market for such security. Listed securities not traded on a particular
day are valued at the mean of the latest bid and asked prices for domestic securi-
ties and the last quoted sale price for international securities.

Investments in mutual funds are valued at the mutual fund’s closing net asset
value per share on the day of valuation.
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Other investments, including restricted securities, and those for which the
above valuation procedures are inappropriate or are deemed not to reflect fair
value are stated at fair value as determined in good faith by the T. Rowe Price
Valuation Committee, established by the fund’s Board of Directors.

For valuation purposes, the last quoted prices of non-U.S. equity securities may
be adjusted under the circumstances described below. If the fund determines
that developments between the close of a foreign market and the close of the
NYSE will, in its judgment, materially affect the value of some or all of its port-
folio securities, the fund will adjust the previous closing prices to reflect what
it believes to be the fair value of the securities as of the close of the NYSE. In
deciding whether it is necessary to adjust closing prices to reflect fair value, the
fund reviews a variety of factors, including developments in foreign markets,
the performance of U.S. securities markets, and the performance of instruments
trading in U.S. markets that represent foreign securities and baskets of foreign
securities. A fund may also fair value securities in other situations, such as
when a particular foreign market is closed but the fund is open. The fund uses
outside pricing services to provide it with closing prices and information to
evaluate and/or adjust those prices. The fund cannot predict how often it will
use closing prices and how often it will determine it necessary to adjust those
prices to reflect fair value. As a means of evaluating its security valuation pro-
cess, the fund routinely compares closing prices, the next day’s opening prices
in the same markets, and adjusted prices.

Valuation Inputs Various inputs are used to determine the value of the fund’s
investments. These inputs are summarized in the three broad levels listed below:

Level 1 — quoted prices in active markets for identical securities

Level 2 — observable inputs other than Level 1 quoted prices (including, but
not limited to, quoted prices for similar securities, interest rates,
prepayment speeds, credit risk)

Level 3 — unobservable inputs

Observable inputs are those based on market data obtained from sources
independent of the fund, and unobservable inputs reflect the fund’s own
assumptions based on the best information available. The input levels are not
necessarily an indication of the risk or liquidity associated with investments
at that level. For example, non-U.S. equity securities actively traded in foreign
markets generally are reflected in Level 2 despite the availability of closing
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prices because the fund evaluates and determines whether those closing
prices reflect fair value at the close of the NYSE or require adjustment, as
described above. The following table summarizes the fund’s investments,
based on the inputs used to determine their values on June 30, 2009:

($000s) Level 1 Level 2 Level 3 Total Value

Significant Significant
Quoted  Observable Unobservable

Prices Inputs Inputs
Assets
Investments in securities
Common stocks $ 867,478 $ 9,268 % - $ 876,746
Short-term investments 7,510 - - 7,510
Total $ 874,988 $ 9,268 $ - $ 884,256

NOTE 3 - OTHER INVESTMENT TRANSACTIONS

Consistent with its investment objective, the fund engages in the following prac-
tices to manage exposure to certain risks or to enhance performance. The invest-
ment objective, policies, program, and risk factors of the fund are described more
fully in the fund’s prospectus and Statement of Additional Information.

Securities Lending The fund lends its securities to approved brokers to earn
additional income. It receives as collateral cash and U.S. government securities
valued at 102% to 105% of the value of the securities on loan. Cash collateral is
invested by the fund’s lending agent(s) in accordance with investment guidelines
approved by fund management. Although risk is mitigated by the collateral,

the fund could experience a delay in recovering its securities and a possible loss
of income or value if the borrower fails to return the securities or if collateral
investments decline in value. Securities lending revenue recognized by the fund
consists of earnings on invested collateral and borrowing fees, net of any rebates
to the borrower and compensation to the lending agent. At June 30, 2009, there
were no securities on loan.
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Other Purchases and sales of portfolio securities other than short-term securi-
ties aggregated $86,129,000 and $94,644,000, respectively, for the six months
ended June 30, 2009.

NOTE 4 - FEDERAL INCOME TAXES

No provision for federal income taxes is required since the fund intends to con-
tinue to qualify as a regulated investment company under Subchapter M of the
Internal Revenue Code and distribute to shareholders all of its taxable income
and gains. Distributions are determined in accordance with Federal income tax
regulations, which differ from generally accepted accounting principles, and,
therefore, may differ in amount or character from net investment income and
realized gains for financial reporting purposes. Financial reporting records are
adjusted for permanent book/tax differences to reflect tax character but are not
adjusted for temporary differences. The amount and character of tax-basis distri-
butions and composition of net assets are finalized at fiscal year-end; accordingly,
tax-basis balances have not been determined as of June 30, 2009.

In accordance with federal tax regulations, the fund deferred recognition of
certain capital loss amounts previously recognized in the prior fiscal year for
financial reporting purposes until the current fiscal period for tax purposes.
Such deferrals amounted to $15,588,000 and related to net capital losses real-
ized between November 1 and the fund’s fiscal year-end date. Further, the fund
intends to retain realized gains to the extent of available capital loss carryfor-
wards. As of December 31, 2008, the fund had $31,693,000 of unused capital
loss carryforwards, all of which expire in fiscal 2016.

At June 30, 2009, the cost of investments for federal income tax purposes
was $909,397,000. Net unrealized loss aggregated $25,141,000 at period-end,
of which $96,961,000 related to appreciated investments and $122,102,000
related to depreciated investments.

NOTE 5 - RELATED PARTY TRANSACTIONS

The fund is managed by T. Rowe Price Associates, Inc. (the manager or Price
Associates), a wholly owned subsidiary of T. Rowe Price Group, Inc. The invest-
ment management agreement between the fund and the manager provides for an
annual investment management fee, which is computed daily and paid monthly.
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The fee consists of an individual fund fee, equal to 0.25% of the fund’s average
daily net assets, and a group fee. The group fee rate is calculated based on the
combined net assets of certain mutual funds sponsored by Price Associates (the
group) applied to a graduated fee schedule, with rates ranging from 0.48% for the
first $1 billion of assets to 0.285% for assets in excess of $220 billion. The fund’s
group fee is determined by applying the group fee rate to the fund’s average daily
net assets. At June 30, 2009, the effective annual group fee rate was 0.31%.

In addition, the fund has entered into service agreements with Price Associates
and two wholly owned subsidiaries of Price Associates (collectively, Price). Price
Associates computes the daily share price and provides certain other administra-
tive services to the fund. T. Rowe Price Services, Inc., provides shareholder and
administrative services in its capacity as the fund’s transfer and dividend disburs-
ing agent. T. Rowe Price Retirement Plan Services, Inc., provides subaccounting
and recordkeeping services for certain retirement accounts invested in the fund.
For the six months ended June 30, 2009, expenses incurred pursuant to these
service agreements were $48,000 for Price Associates, $428,000 for T. Rowe Price
Services, Inc., and $134,000 for T. Rowe Price Retirement Plan Services, Inc.
The total amount payable at period-end pursuant to these service agreements is
reflected as Due to Affiliates in the accompanying financial statements.

The fund may invest in the T. Rowe Price Reserve Investment Fund and the

T. Rowe Price Government Reserve Investment Fund (collectively, the T. Rowe
Price Reserve Investment Funds), open-end management investment companies
managed by Price Associates and considered affiliates of the fund. The T. Rowe
Price Reserve Investment Funds are offered as cash management options to
mutual funds, trusts, and other accounts managed by Price Associates and/or its
affiliates and are not available for direct purchase by members of the public. The
T. Rowe Price Reserve Investment Funds pay no investment management fees.
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INFORMATION ON PROXY VOTING POLICIES, PROCEDURES, AND RECORDS

A description of the policies and procedures used by T. Rowe Price funds and portfolios

to determine how to vote proxies relating to portfolio securities is available in each fund’s
Statement of Additional Information, which you may request by calling 1-800-225-5132 or
by accessing the SEC’s Web site, www.sec.gov. The description of our proxy voting policies
and procedures is also available on our Web site, www.troweprice.com. To access it, click
on the words “Our Company” at the top of our corporate homepage. Then, when the next
page appears, click on the words “Proxy Voting Policies” on the left side of the page.

Each fund’s most recent annual proxy voting record is available on our Web site and
through the SEC’s Web site. To access it through our Web site, follow the directions above,
then click on the words “Proxy Voting Records” on the right side of the Proxy Voting
Policies page.

How 1O OBTAIN QUARTERLY PORTFOLIO HOLDINGS

The fund files a complete schedule of portfolio holdings with the Securities and Exchange
Commission for the first and third quarters of each fiscal year on Form N-Q. The fund’s
Form N-Q is available electronically on the SEC’s Web site (www.sec.gov); hard copies
may be reviewed and copied at the SEC’s Public Reference Room, 450 Fifth St. N.W.,
Washington, DC 20549. For more information on the Public Reference Room, call
1-800-SEC-0330.
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APPROVAL OF INVESTMENT MANAGEMENT AGREEMENT

On March 10, 2009, the fund’s Board of Directors (Board) unanimously approved the
investment advisory contract (Contract) between the fund and its investment manager,

T. Rowe Price Associates, Inc. (Manager). The Board considered a variety of factors in con-
nection with its review of the Contract, also taking into account information provided by
the Manager during the course of the year, as discussed below:

Services Provided by the Manager

The Board considered the nature, quality, and extent of the services provided to the fund
by the Manager. These services included, but were not limited to, management of the
fund’s portfolio and a variety of related activities, as well as financial and administrative
services, reporting, and communications. The Board also reviewed the background and
experience of the Manager’s senior management team and investment personnel involved
in the management of the fund. The Board concluded that it was satisfied with the nature,
quality, and extent of the services provided by the Manager.

Investment Performance of the Fund

The Board reviewed the fund’s average annual total returns over the 1-, 3-, 5-, and 10-year
periods as well as the fund’s year-by-year returns and compared these returns with previ-
ously agreed upon comparable performance measures and market data, including those
supplied by Lipper and Morningstar, which are independent providers of mutual fund data.
On the basis of this evaluation and the Board’s ongoing review of investment results, and
factoring in the severity of the market turmoil in 2008, the Board concluded that the fund’s
performance was satisfactory.

Costs, Benefits, Profits, and Economies of Scale

The Board reviewed detailed information regarding the revenues received by the Manager
under the Contract and other benefits that the Manager (and its affiliates) may have real-
ized from its relationship with the fund, including research received under “soft dollar”
agreements. The Board noted that soft dollars were not used to pay for third-party, non-
broker research during 2008. The Board also received information on the estimated costs
incurred and profits realized by the Manager and its affiliates from advising T. Rowe Price
mutual funds, as well as estimates of the gross profits realized from managing the fund in
particular. The Board concluded that the Manager’s profits were reasonable in light of the
services provided to the fund. The Board also considered whether the fund or other funds
benefit under the fee levels set forth in the Contract from any economies of scale realized
by the Manager. Under the Contract, the fund pays a fee to the Manager composed of
two components—a group fee rate based on the aggregate assets of certain T. Rowe Price
mutual funds (including the fund) that declines at certain asset levels and an individual
fund fee rate that is assessed on the assets of the fund. The Board concluded that the
advisory fee structure for the fund continued to provide for a reasonable sharing of ben-
efits from any economies of scale with the fund’s investors.
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APPROVAL OF INVESTMENT MANAGEMENT AGREEMENT (CONTINUED)

Fees

The Board reviewed the fund’s management fee rate, operating expenses, and total
expense ratio and compared them with fees and expenses of other comparable funds
based on information and data supplied by Lipper. The information provided to the Board
indicated that the fund’s management fee rate was above the median for certain groups of
comparable funds, but at or below the median for other groups of comparable funds. The
information also indicated that the fund’s expense ratio was generally below the median
for comparable funds. The Board also reviewed the fee schedules for comparable privately
managed accounts of the Manager and its affiliates. Management informed the Board that
the Manager’s responsibilities for privately managed accounts are more limited than its
responsibilities for the fund and other T. Rowe Price mutual funds that it or its affiliates
advise. On the basis of the information provided, the Board concluded that the fees paid
by the fund under the Contract were reasonable.

Approval of the Contract

As noted, the Board approved the continuation of the Contract. No single factor was con-
sidered in isolation or to be determinative to the decision. Rather, the Board concluded, in
light of a weighting and balancing of all factors considered, that it was in the best interests
of the fund to approve the continuation of the Contract, including the fees to be charged
for services thereunder.
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This page contains supplementary information that is not part of the shareholder report.

INVESTMENT SERVICES AND INFORMATION

KNOWLEDGEABLE SERVICE REPRESENTATIVES

By Phone: 1-800-225-5132. Available Monday through Friday from 8 a.m. until
10 p.m. ET and Saturday from 8:30 a.m. until 5 p.m. ET.

In Person at a T. Rowe Price Investor Center. Please visit the Web at
troweprice.com/investorcenter or call 1-800-225-5132 to locate a center near you.

Automated 24-Hour Services Including Tele*Access*™ and account access
through the T. Rowe Price Web site at troweprice.com.

Automatic Investing. From your bank account or paycheck.
Automatic Withdrawal. Scheduled, periodic redemptions.

IRA Rebalancing. Automatically rebalance to ensure that your accounts reflect
your desired asset allocations.

Trade stocks, mutual funds, ETFs, bonds, options, CDs, precious metals,
and more at competitive commissions.

Consolidated Statement. Overview of all of your accounts.

Shareholder Reports. Manager reviews of their strategies and results.

T. Rowe Price Report. Quarterly investment newsletter.

T. Rowe Price Investor. Quarterly publication of insightful financial articles.
Insights. Educational reports on investment strategies and markets.

Investment Guides. Investors Portfolio Review; International Investing Guide;
Guide to Bond Funds; On Track Retirement Savings Guide; and Retirement
Readiness Guide.

By Phone: 1-877-804-2315. Contact us Monday through Friday from 8:30 a.m.
until 6 p.m. ET.

By Mail: T. Rowe Price, Financial Institution Services, P.O. Box 89000, Baltimore,
MD 21289-4232.

Please contact your intermediary or financial professional for assistance.

+ Option trading involves additional risk and is not suitable for all investors. Brokerage services offered by
T. Rowe Price Investment Services, Inc., member FINRA/SIPC.
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T. ROwWE PrRICE WEB SERVICES
This page contains supplementary information that is not part of the shareholder report.

troweprice.com

LQG IN AND MANAGE YOUR INVESTMENTS ONLINE troweprice.com/access

We offer a consolidated view of your T. Rowe Price mutual fund and brokerage
accounts. You can sort accounts, customize their groupings, and/or grant View
Access to others as you see fit. Analyze your portfolio with Portfolio Growth
Tracker. Track the historical growth of your mutual fund investments over time.
The analysis consists of three components: Activity Summary, Asset Allocation,
and Net Investment versus Market Value.

ONLINE SERVICING troweprice.com/paperless

Enroll to receive your transaction confirmations, investor statements, prospec-
tuses, and shareholder reports online instead of by U.S. mail. You will receive an
e-mail with a link to our Web site informing you that your document is available to
view online, print, or download. For your convenience and recordkeeping purposes,
you will continue to receive your end-of-year summary statement by mail.

Join our E-mail Program to receive market and fund information by e-mail.
Receive timely market reports, performance on T. Rowe Price mutual funds, invest-
ment and market insights from T. Rowe Price managers, and more.

INVESTMENT GUIDANCE AND TOOLS troweprice.com/planningtools

Personal Guides provide you with information that can help you, in a few easy
steps, match investments with your financial objectives.

Morningstar® Portfolio Manager (formerly Portfolio Tracker) enables you to
track, rebalance, and analyze your portfolio.

Morningstar Portfolio X-Ray® is a comprehensive tool that provides an in-depth
examination of your exposure to different sectors, stock types, sub-asset classes,
and global diversification.

This secure site is designed for professional financial intermediaries and advisors.
Financial professionals may access daily prices and historical performance on
mutual funds; view market research, manager commentary, and sales ideas; and
access literature and forms. For U.S. technical assistance, call 1-888-358-8490
or e-mail us at onlinehelp@troweprice.com. For non-U.S. technical assistance,
call +1 (410) 345 4400 or contact us via e-mail.
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T. ROWE PRICE MUTUAL FUNDS

This page contains supplementary information that is not part of the shareholder report.

STOCK FUNDS

Domestic

Blue Chip Growth*

Capital Appreciation *

Capital Opportunity *
Diversified Mid-Cap Growth
Diversified Small-Cap Growth
Dividend Growth *

Equity Income *

Equity Index 500

Extended Equity Market Index
Financial Services

Growth & Income

Growth Stock *

Health Sciences

Media & Telecommunications
Mid-Cap Growth*

Mid-Cap Value *

New America Growth *

New Era

New Horizons

Real Estate*

Science & Technology *
Small-Cap Stock *

Small-Cap Value *

Spectrum Growth
Tax-Efficient Multi-Cap Growth
Total Equity Market Index
U.S. Large-Cap Core*

Value *

ASSET ALLOCATION FUNDS

Balanced

Personal Strategy Balanced
Personal Strategy Growth
Personal Strategy Income
Retirement 2005 *
Retirement 2010 *
Retirement 2015 *
Retirement 2020 *

Retirement 2025 *
Retirement 2030 *
Retirement 2035 *
Retirement 2040 *
Retirement 2045 *
Retirement 2050 *
Retirement 2055 *
Retirement Income *

BOND FUNDS

Domestic Taxable

Corporate Income
GNMA

High Yield*

Inflation Protected Bond
New Income *
Short-Term Bond *
Spectrum Income
Strategic Income *
Summit GNMA

U.S. Bond Index

U.S. Treasury Intermediate
U.S. Treasury Long-Term

Domestic Tax-Free

California Tax-Free Bond
Georgia Tax-Free Bond
Maryland Short-Term
Tax-Free Bond
Maryland Tax-Free Bond
New Jersey Tax-Free Bond
New York Tax-Free Bond
Summit Municipal Income
Summit Municipal Intermediate
Tax-Free High Yield
Tax-Free Income *
Tax-Free Short-Intermediate
Virginia Tax-Free Bond

Taxable

Prime Reserve
Summit Cash Reserves
U.S. Treasury Money

Tax-Free

California Tax-Free Money
Maryland Tax-Free Money

New York Tax-Free Money
Summit Municipal Money Market
Tax-Exempt Money

INTERNATIONAL/GLOBAL

Africa & Middle East

Emerging Europe & Mediterranean
Emerging Markets Stock
European Stock

Global Large-Cap Stock *

Global Real Estate*

Global Stock *

Global Technology

International Discovery
International Equity Index
International Growth & Income *
International Stock*

Japan

Latin America

New Asia

Overseas Stock

Spectrum International

Bond

Emerging Markets Bond
International Bond *

For more information about T. Rowe Price funds or services, please contact us directly at
1-800-225-5132. Request a prospectus, which includes investment objectives, risks, fees,
expenses, and other information that you should read and consider carefully before investing.

Investments in the money market funds are not insured or guaranteed by the FDIC or any other

government agency. Although the funds seek to preserve the value of your investment at $1.00 per

share, it is possible to lose money by investing in the funds.

* T. Rowe Price Advisor and R Classes may be available for these funds. T. Rowe Price Advisor and R Classes are
offered only through financial intermediaries. For more information about T. Rowe Price Advisor and R Classes,
contact your financial professional or call T. Rowe Price at 1-877-804-2315.

T. Rowe Price Investment Services, Inc.
100 East Pratt Street
Baltimore, MD 21202

T.RowePrice‘ﬁf\

INVEST WITH CONFIDENCE

86995 F54-051 8/09
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