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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.

HIGHLIGHTS

•	 A sharp second-quarter rally in real estate stocks failed to overcome 
losses suffered in the first quarter, but real estate stocks have out-	
performed the broad S&P 500 Index during the 10 years ended 	
June 30, 2009.

•	 Investors were encouraged by the prospects of an improving economy 
in recent months and also reacted positively to capital-raising activities 
conducted by many REITs.

•	 While fund performance was negative over the first half of the year, we 
believe the portfolio is well positioned for an eventual recovery.

•	 The poor economy, weak job market, and distressed credit markets 
have weighed on our sectors, but we are optimistic that the worst is 
now behind us. 

T. Rowe Price Real Estate Fund

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. 

http://www.troweprice.com
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Fellow Shareholders

A strong rally in real estate securities during the second quarter helped 
mitigate larger losses in the first quarter, although returns remained 
negative through the first half of 2009. The recent rally was fueled by 
investor hopes that the worst of the economic recession had perhaps 
passed. Also contributing to the rally was the favorable reception to 
equity offerings that helped reduce leverage levels and provided more 
time for companies to address upcoming debt maturities. Your fund 
fully participated in the rally, surpassing results for the Wilshire index 

in the six-month period 
through June and perform-
ing almost in line with the 
Lipper index.

The fund returned -9.56% 
during the past six months, 
compared with -12.73% 
for the Wilshire Real 
Estate Securities Index 
and -9.36% for the Lipper 

Real Estate Funds Index. (The returns for the Advisor Class shares were 
slightly different, reflecting its separate fee structure.) The losses for the 
first half of the year occurred largely during the first quarter: A strong 
second-quarter rally was not enough to put performance in positive 
territory. It is worth observing that, while the S&P 500 Index gener-
ated an average annual total return of -2.22% for the 10 years ended 
June 30, 2009, your fund’s average annual total return for the same 
period was 6.06%. (See the Growth of $10,000 chart following this 
letter for the fund’s 10-year performance figures.) 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 performance, please contact a T. Rowe Price representative 
at 1-800-225-5132 (fund) or 1-800-638-8970 (Advisor Class). Average 
annual total return figures include changes in principal value, rein-
vested dividends, and capital gain distributions.

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

Real Estate Fund	 	 -9.56%

Real Estate Fund–Advisor Class	 	 -9.13

Wilshire Real Estate Securities Index		 -12.73

Lipper Real Estate Funds Index	 	 -9.36

Performance Comparison
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DIVIDEND DISTRIBUTION

On June 25, 2009, your fund’s Board of Directors declared a second-
quarter income dividend of $0.12 per share ($0.11 per share for the 
Advisor Class), payable to shareholders of record on that day. The divi-
dend was paid on June 29, 2009. You should have received a check or 
statement reflecting this dividend. The most recent dividend distribution 
brings total dividends paid in 2009 to $0.33 per share ($0.31 for the 
Advisor Class shares). 

MARKET ENVIRONMENT AND STRATEGY

Pundits talked a lot about so-called “green shoots” in the second quar-
ter to indicate that the economy might be getting stronger or at least 
that its rate of deterioration might be slowing. Improvements in eco-
nomic conditions would be welcome news, although we’ll only know 
in hindsight when the economic recovery has begun. 

Spurred on by green shoots of optimism, investors reacted positively and 
propelled stocks in the broader market indices. The S&P 500 advanced 
15.93% during the second quarter, which enabled it to overcome a 
first-quarter deficit and offer a positive year-to-date return through June. 

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. 

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

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

	 •	 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. 

A Word About Your Shareholder Report

http://www.troweprice.com
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Real estate securities also participated in the second-quarter rally and 
benefited from other catalysts specific to the sector. In fact, real estate 
investment trusts (REITs) were up even more than the S&P 500 during 
the past three months, but greater losses in the first quarter overshad-
owed the rally.

Still, the rally in REITs was a welcome change from the recent series 
of losses. Not only were investors encouraged by the prospects of an 
improving economy, but they also reacted positively to capital-raising 
activities conducted by many REITs during the quarter. Specifically, 
billions of dollars in equity were raised in a series of follow-on offer-
ings during the period. While the additional shares proved dilutive 
to earnings, investors were nonetheless enthusiastic about the further 
deleveraging of REIT balance sheets. Indeed, prior to these offerings, 
REITs seemed to be in something of a confidence death spiral as inves-
tors fretted that looming near-term debt maturities could not be satisfied, 
leading to default. This deleveraging is probably not yet over, nor is the 
danger posed by other debt maturities, but near-term financing risks 
were reduced, some breathing room was achieved, and REITs offered 
proof that access to capital was feasible, albeit at a price.

While the REITs engaged in deleveraging activities, the credit markets 
improved as borrowing costs—although still high—fell from seemingly 
absurd levels. Still, interest rates remained relatively high despite their 
decline, and a general liquidity crunch persisted, resulting in a para-
lyzed property transaction market with few properties trading hands 
in historical terms. The valuation gap between the amount sellers want 
to receive and the amount buyers are willing to pay remains wide. A 
period of reckoning appears to be approaching as late-vintage property 
loans begin to mature, and some current owners may find it impossible 
to refinance their loans. These landlords will likely be forced to part 
with their properties, whether voluntarily or involuntarily. Potential 
buyers may also be unable to obtain cost-effective financing, causing the 
properties to default to lenders who did not expect to become owners. 
These unusual situations could lead to distressed valuations and place 
continued pressure on commercial real estate owners and lenders.

On a positive note, distressed situations may also provide lucrative 
opportunities for those in a position to capitalize on them. Perhaps it 
will be REITs with access to public capital markets that will be in the 
best position to take advantage of these emerging opportunities. 



4

PORTFOLIO REVIEW

Our belief that the credit markets need to heal before the equity markets 
can heal figured into our decision to invest in several REIT convertible  
bonds. These investments paid off handsomely during the first six 
months, with all of our bonds providing positive total returns during this 
period. Indeed, it may surprise shareholders to know that the debentures 
of the bankrupt General Growth Properties generated our best overall 
contribution to performance. The company declared a much-publicized 
bankruptcy, and yet the bonds more than doubled in value afterward. 
While we see the potential for additional gains in the securities, we 
decided to trim our position on strength in deference to the inherent 
risk. We also harvested profits from other convertible bonds following 
strong performance and eliminated the debentures of Vornado Realty 
Trust, Weingarten Realty Investors, and Boston Properties. (Please 
refer to our portfolio of investments for a complete listing of holdings 
and the amount each represents in the portfolio.) 

Regional mall stocks 
remained under pressure 
during the first quarter of 
2009, hurting fund perfor-
mance, and it was during 
this time that we initiated 
a position in Taubman 
Centers, an owner of 
some of the most produc-
tive malls in the United 
States. Regional mall stocks 
subsequently staged a 
strong rally in the sec-
ond quarter. Healthcare 
Realty Trust is another 
new position for the fund. 
Shareholders may recall 
that we have had reserva-
tions in the past about 
owning healthcare-related 
REITs. However, we are 
attracted to Healthcare 

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

Office	 18.2%	 18.6%

Apartment Residential	 19.1	 17.7

Regional Mall	 14.0	 17.6

Shopping Center	 19.3	 15.0

Diversified	 7.0	 7.1

Industrial	 8.4	 7.1

Hotels/Lodging	 6.9	 6.9

Self Storage	 3.2	 3.6

Other Real Estate	 1.9	 2.3

Healthcare	 0.0	 2.1

Other and Reserves	 2.0	 2.0

Total	 100.0%	 100.0%

Historical weightings reflect current industry/sector classifications.

Industry Diversification
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Realty Trust’s differing business model, which focuses largely on on-
campus buildings immediately adjacent to critical assets. We think 
this offers a “location, location, location” element that we have often 
found lacking in other healthcare investments.

We also added a position in Washington Real Estate Investment 
Trust. As the name implies, this REIT focuses largely on opportunities 
around the greater D.C. metropolitan area. We expect sizable govern-
ment employment in the area to provide a relatively stable element of 
demand throughout various economic scenarios. We are optimistic that 
a new CFO, recently hired from outside the firm, will help invigorate 
this organization.

As mentioned earlier, there were several follow-on equity offerings dur-
ing the period, and we took the opportunity to add to existing positions 
in Simon Property Group, Kimco Realty, Vornado Realty Trust, and 
Kilroy Realty.

OUTLOOK

We believe the major factors weighing on the commercial real estate 
sector are largely intertwined: the health of the economy, the job mar-
ket, and the credit markets. Foremost, commercial real estate is suffering 
from a lack of user demand related to economic weakness and the 
lack of job growth. Absorption of property space has long been tied to 
employment levels, which remain anemic. Although the government has 
enacted a historic stimulus package, already there is talk of a need for 
additional stimulus. Regardless, any government stimulus typically takes 
some time to work its way into the economy with visible results. 

While continued distress in the commercial real estate segment would 
certainly pressure our sector, we believe it could also pose a serious 
threat to the health of financial institutions and, hence, to the broader 
economy. A resolution to the issue of refinancing commercial real estate 
debt needs to be addressed if we are to avoid serious consequences. 
Fortunately, the government seems to be aware of the situation, although 
it has yet to fully address the issue. Meanwhile, we hope credit markets 
will improve further, and we expect the Fed to keep short-term rates low 
in coming months.

There are other reasons for optimism regarding our sector. First, our 
investments are public securities that tend to be priced daily by forward-
looking investors, many of whom believe the securities have already 



6

priced in the forecasted correction in the private market. Second, the 
public REIT sector has demonstrated an ability to access the capital  
markets and may well be in the best position to take advantage of 
opportunities presented by distress in the private market. Third, we are 
quite hopeful that the relative lack of new property construction may 
set the stage for a lengthy and robust recovery when positive economic 
activity resumes.

We would like to thank you for your continued support and confidence 
during these challenging times. 

Respectfully submitted,

David M. Lee
President of the fund and chairman of its Investment Advisory Committee

July 24, 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 Real Estate Fund

Risks of Investing

The fund’s share price can fall because of weakness in the stock market, 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 envi-
ronment. In addition, 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 that invest only in specific industries will experience greater volatility than funds 
investing in a broad range of industries. Due to its concentration in the real estate industry, 
the fund’s share price could be more volatile than that of a fund with a broader investment 
mandate. Trends perceived to be unfavorable to real estate, such as changes in the tax 
laws or rising interest rates, could cause a decline in share prices.

Glossary

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

Price/earnings ratio (or multiple): 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.

Real estate investment trusts (REITs): Publicly traded companies that own, develop, and 
operate apartment complexes, hotels, office buildings, and other commercial properties. 

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

Wilshire Real Estate Securities Index: A market capitalization-weighted index composed 
of publicly traded real estate investment trusts and real estate operating companies.
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T. Rowe Price Real Estate Fund

TWENTY-FIVE LARGEST HOLDINGS 
	 Percent of
	 Net Assets
	 6/30/09

Simon Property Group 	 8.7%
Vornado Realty Trust	 4.8
Regency Centers 	 4.2
AvalonBay Communities 	 4.0
Equity Residential	 3.9

SL Green Realty 	 3.8
Public Storage	 3.6
Camden Property Trust	 3.5
Macerich	 3.3
Kimco Realty 	 3.2

Boston Properties 	 3.0
Federal Realty Investment Trust	 3.0
BRE Properties 	 2.7
Essex Property Trust 	 2.7
Equity One	 2.6

Kilroy Realty 	 2.5
Alexandria Real Estate Equities 	 2.3
Taubman Centers 	 2.2
AMB Property	 2.2
Host Hotels & Resorts 	 2.2

CBL & Associates Properties 	 2.1
Healthcare Realty Trust 	 2.1
Douglas Emmett	 2.1
Marriott	 2.0
Weingarten Realty Investors	 2.0

Total		 78.7%

Portfolio Highlights
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T. Rowe Price Real Estate Fund

MAJOR PORTFOLIO CHANGES
Listed in descending order of size.

Six Months Ended 6/30/09

Largest Purchases	 Largest Sales

	 Healthcare Realty Trust*
Taubman Centers*
Washington Real Estate Investment Trust*
Simon Property Group
Alexandria Real Estate Convertible Bond*
Starwood Hotels & Resorts Worldwide*
Public Storage
Kimco Realty
Vornado Realty Trust
Kilroy Realty

Marriott
Mack-Cali Realty**
Weingarten Realty Investors
Macerich
ProLogis**
Vornado Realty Trust Convertible Bond**
General Growth Properties Convertible Bond
Weingarten Realty Convertible Bond**
Boston Properties Convertible Bond**
Host Hotels & Resorts

	*�Position added.
	**�Position eliminated.

Portfolio Highlights
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Linked Performance Benchmark*   $16,600

Real Estate Fund   $18,004

As of 6/30/09

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

R E A L ESTAT E  F U N D

3000

10000

17000

24000

31000

38000

45000 Real Estate Fund

Real Estate Fund

Lipper Real Estate Funds Index

Linked Performance Benchmark*

6/096/086/076/066/056/046/036/026/016/006/99

$45,000

38,000

31,000

24,000

17,000

10,000

Lipper Real Estate Funds Index   $16,539

BE SURE TO RETYPE LABELS TO MATCH $ FIGURES AND YEARS ON GRAPH ABOVE WITH THOSE PLOTTED BELOW!!

Use dashed black line for Lipper Indexes only.  Use solid black line for other indexes.

Note: Performance for the Advisor Class will vary due to its differing fee structure. See the returns table below.

*The linked performance benchmark reflects the performance of the Dow Jones Wilshire Real Estate Securities 
  Index (full market capitalization weighting) from 10/31/97 to 6/30/07, the performance of the Dow Jones 
  Wilshire Real Estate Securities Index  (float-adjusted market capitalization weighting) from 7/1/07 to 
  3/31/09, and the Wilshire Real Estate Securities Index from 4/1/09 forward.

Growth 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.
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T. Rowe Price Real Estate Fund

	 	 	 	 Since	 Inception
Periods Ended 6/30/09	 1 Year	 5 Years	 10 Years	 Inception 	 Date

Real Estate Fund	 -42.61%	 -2.34%	 6.06%	 –	 –

Real Estate Fund–	
Advisor Class	 -42.32	 –	 –	 -7.65%	 12/31/04

Current performance may be higher or lower than the quoted past performance, which can-
not 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 performance, 
please contact a T. Rowe Price representative at 1-800-225-5132 (fund) or 1-800-638-8970 
(Advisor Class). The performance information shown does not reflect the deduction of a 1% 
redemption fee on shares held for 90 days or less. If it did, the performance would be lower.

Average annual total return figures include changes in principal value, reinvested dividends, and capital 
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.

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. 
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T. Rowe Price Real Estate Fund

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, distri-
bution 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 com-
pare 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.

Please note that the fund has two share classes: The original share class (“investor class”) 
charges no distribution and service (12b-1) fee, and the Advisor Class shares are offered only 
through unaffiliated brokers and other financial intermediaries and charge a 0.25% 12b-1 
fee. Each share class is presented separately in the table.

Actual Expenses
The first line of the following table (“Actual”) provides information about actual account val-
ues 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% hypotheti-
cal 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 

Real Estate Fund	 	 	 	 	 0.75%

Real Estate Fund–Advisor Class	 	 	 	 	 1.02

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.

Expense Ratio
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T. Rowe Price Real Estate Fund

	 Beginning	 Ending 	 Expenses Paid	
	 Account Value	 Account Value	 During Period*	
	 1/1/09	 6/30/09	 1/1/09 to 6/30/09

Investor Class
Actual	 $1,000.00 	 $904.40 	 $3.73 

Hypothetical (assumes 5% 	
return before expenses)	 1,000.00 	 1,020.88 	 3.96 

Advisor Class
Actual	 1,000.00 	 908.70 	 5.06 

Hypothetical (assumes 5% 	
return before expenses)	 1,000.00 	 1,019.49 	 5.36 

*Expenses are equal to the fund’s annualized expense ratio for the six-month period, multiplied by the 
average account value over the period, multiplied by the number of days in the most recent fiscal half 
year (181) divided by the days in the year (365) to reflect the half-year period. The annualized expense 
ratio of the Investor Class was 0.79%, and the Advisor Class was 1.07%.

T. Rowe Price Real Estate Fund

Fund Expense Example (continued)

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.

You should also be aware that the expenses shown in the table highlight only your ongo-
ing 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.
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T. Rowe Price Real Estate Fund
Unaudited

Financial Highlights For a share outstanding throughout each period

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

T. ROWE PRICE REAL ESTATE FUND  
Unaudited  

  
FINANCIAL HIGHLIGHTS For a share outstanding throughout each period 

  
 
Investor Class 

6 Months 
Ended 

6/30/09
‡

Year  
Ended 

12/31/08
‡

12/31/07
‡

12/31/06
‡

12/31/05
‡
 12/31/04 

NET ASSET VALUE 

Beginning of period  $ 11.13 $ 19.18 $ 25.33 $ 19.49 $ 17.90 $ 13.65 

 
Investment activities 

Net investment income   0.28  0.48  0.36  0.37  0.34  0.43 

Net realized and 
unrealized gain (loss)   (1.42)  (7.79)  (5.00)  6.69  2.19  4.49 

Total from investment 
activities   (1.14)  (7.31)  (4.64)  7.06  2.53  4.92 

 
Distributions 

Net investment income   (0.33)  (0.29)  (0.43)  (0.62)  (0.42)  (0.49) 

Net realized gain   –  –  (1.08)  (0.60)  (0.52)  (0.18) 

Tax return of capital   –  (0.45)  –  –  –  – 

Total distributions   (0.33)  (0.74)  (1.51)  (1.22)  (0.94)  (0.67) 

 
NET ASSET VALUE 

End of period  $ 9.66 $ 11.13 $ 19.18 $ 25.33 $ 19.49 $ 17.90 

 
Ratios/Supplemental Data 
 
Total return(1)   (9.56)%  (39.08)%  (18.80)%  36.75%  14.54%  36.82% 

Ratio of total expenses to 
average net assets   0.79%(2)  0.75%  0.74%  0.78%  0.85%  0.90% 

Ratio of net investment 
income to average net 
assets   6.26%(2)  2.85%  1.49%  1.60%  1.86%  2.74% 

Portfolio turnover rate   12.8%  14.9%  32.5%  25.2%  18.3%  8.4% 

Net assets, end of period 

(in millions)  $ 1,519 $ 1,585 $ 1,940 $ 2,333 $ 943 $ 641 

 
 
‡ Per share amounts calculated using average shares outstanding method. 
(1) 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 and payment of no redemption or 
account fees. 

(2) Annualized 
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T. Rowe Price Real Estate Fund
Unaudited

Financial Highlights For a share outstanding throughout each period

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

T. ROWE PRICE REAL ESTATE FUND  
Unaudited  

  
FINANCIAL HIGHLIGHTS 2 For a share outstanding throughout each period 

  
 
Advisor Class 

6 Months 
Ended 

6/30/09
‡

Year  
Ended 

12/31/08
‡

12/31/07
‡

12/31/06
‡
 

12/31/04 
Through 

12/31/05
‡
 

NET ASSET VALUE 

Beginning of period  $ 11.14 $ 19.17 $ 25.29 $ 19.48 $ 17.90 

 
Investment activities 

Net investment income   0.27  0.34  0.34  0.31  0.32 

Net realized and 
unrealized gain (loss)   (1.41)  (7.70)  (5.03)  6.67  2.19 

Total from investment 
activities   (1.14)  (7.36)  (4.69)  6.98  2.51 

 
Distributions 

Net investment income   (0.31)  (0.28)  (0.37)  (0.57)  (0.41) 

Net realized gain   –  –  (1.08)  (0.60)  (0.52) 

Tax return of capital   –  (0.42)  –  –  – 

Total distributions   (0.31)  (0.70)  (1.45)  (1.17)  (0.93) 

Redemption fees added to 
paid-in capital  0.05 0.03 0.02 – – 

 
NET ASSET VALUE 

End of period  $ 9.74 $ 11.14 $ 19.17 $ 25.29 $ 19.48 

 
Ratios/Supplemental Data 
 
Total return(1)   (9.13)%  (39.15)%  (18.93)%  36.32%  14.43% 

Ratio of total expenses to average 
net assets   1.07%(2)  1.01%  1.00%  1.03%  0.93% 

Ratio of net investment income to 
average net assets   5.93%(2)  2.15%  1.39%  1.35%  2.14% 

Portfolio turnover rate   12.8%  14.9%  32.5%  25.2%  18.3% 

Net assets, end of period 

(in thousands)  $ 59,670 $ 47,893 $ 36,490 $ 53,009 $ 17,753 

 
‡ Per share amounts calculated using average shares outstanding method. 
(1) 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 and payment of no redemption or 
account fees. 

(2) Annualized 
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T. ROWE PRICE REAL ESTATE FUND 

Unaudited June 30, 2009 

Portfolio of Investments ‡       Shares/$ Par Value 

(Cost and value in $000s)     

 

First Page Footer 

 

COMMON STOCKS 89.7%  

REAL ESTATE 89.7%  

Apartment Residential 17.7%   

AvalonBay Communities, REIT  1,131,621 63,303

BRE Properties, Class A, REIT  1,827,400 43,419

Camden Property Trust, REIT  1,987,000 54,841

Equity Residential, REIT  2,769,900 61,575

Essex Property Trust, REIT  676,300 42,086

Post Properties, REIT  1,077,000 14,475

  279,699

Diversified 7.1%   

Cousins Properties, REIT  1,383,080 11,756

Vornado Realty Trust, REIT  1,676,298 75,484

Washington Real Estate Investment Trust, REIT  1,147,000 25,658

  112,898

Health Care 2.1%   

Healthcare Realty Trust, REIT  1,954,300 32,891

  32,891

Hotels/Lodging 6.9%   

Gaylord Entertainment (1) 1,152,200 14,644

Host Hotels & Resorts, REIT  4,088,500 34,303

LaSalle Hotel Properties, REIT (2) 1,288,100 15,895

Marriott, Class A  1,455,149 32,115

Starwood Hotels & Resorts Worldwide  537,700 11,937

  108,894

Industrial 5.4%   

AMB Property, REIT  1,851,000 34,817

DCT Industrial Trust, REIT  5,927,600 24,185

EastGroup Properties, REIT  802,500 26,498

  85,500
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 Shares/$ Par Value 

   

 

                    

Office 14.4%   

Alexandria Real Estate, REIT  472,600 16,915

Boston Properties, REIT  1,009,000 48,129

Brookfield Properties  3,218,100 25,648

Douglas Emmett, REIT  3,645,400 32,772

Highwoods Properties, REIT  1,053,700 23,571

Kilroy Realty, REIT  1,958,900 40,236

SL Green Realty, REIT  1,728,100 39,643

  226,914

Other Real Estate 2.3%   

Plum Creek Timber, REIT  870,200 25,915

St. Joe (1) 408,498 10,821

  36,736

Regional Mall 15.2%   

CBL & Associates Properties, REIT (2) 6,119,811 32,986

Macerich, REIT  1,959,742 34,511

Simon Property Group, REIT  2,666,950 137,161

Taubman Centers, REIT  1,301,300 34,953

  239,611

Self Storage 3.6%   

Public Storage, REIT  871,100 57,040

  57,040

Shopping Center 15.0%   

Equity One, REIT  3,141,500 41,656

Federal Realty Investment Trust, REIT  920,000 47,398

Kimco Realty, REIT  4,969,300 49,942

Regency Centers, REIT  1,918,000 66,957
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T. ROWE PRICE REAL ESTATE FUND 

     
 
 
 Shares/$ Par Value 

   

 

                    

Weingarten Realty Investors, REIT  2,137,901 31,021

  236,974

Total Real Estate 1,417,157

Total Common Stocks (Cost $2,272,906)  1,417,157

CONVERTIBLE BONDS 8.4%  

Alexandria Real Estate Equities, 8.00%, 4/15/29 (3) 18,229,000 19,188

General Growth Properties, 3.98%, 4/15/27 (3)(4) 63,684,000 21,942

Kilroy Realty, 3.25%, 4/15/12 (3) 32,600,000 27,063

Macerich, 3.25%, 3/15/12 (3) 21,485,000 16,943

Prologis, 2.25%, 4/1/37  33,533,000 27,194

SL Green Realty, 3.00%, 3/30/27 (3) 24,118,000 20,232

Total Convertible Bonds (Cost $136,594)  132,562

SHORT-TERM INVESTMENTS 1.5%  

Money Market Funds 1.5%  

T. Rowe Price Reserve Investment Fund, 0.41% (2)(5) 22,923,076 22,923

Total Short-Term Investments (Cost $22,923)  22,923

Total Investments in Securities 

99.6% of Net Assets (Cost $2,432,423)  $ 1,572,642

‡ Denominated in U.S. dollars unless otherwise noted. 
(1) Non-income producing 
(2) Affiliated Companies 
(3)

 

Security was purchased pursuant to Rule 144A under the Securities Act of 1933 
and may be resold in transactions exempt from registration only to qualified 
institutional buyers -- total value of such securities at period-end amounts to 
$105,368 and represents 6.7% of net assets. 

(4)

 
Issuer filed petition for Chapter 11 bankruptcy protection; the amount and timing 
of future liquidation distributions is uncertain. 

(5) Seven-day yield 
REIT Real Estate Investment Trust 
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The accompanying notes are an integral part of these financial statements. 

Affiliated Companies
($000s)

Sales
Cost

$ $ 17,949 $ $ $

48,855

¤

$ $ $

¤

LaSalle Hotel 
Properties, REIT 2,993 24 15,895 25,039

2,468

28,895

T. Rowe Price                     
Reserve Investment 
Fund, 0.41% ¤ 126 22,923 35,264

89,198Totals

Interest income -

Investment income 2,468$                

Realized gain (loss) on securities (54,719)$            

Capital gain distributions from
mutual funds -$                          

135,646$           

Dividend income 2,468

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

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
Cost 12/31/086/30/09Affiliate

Investment Value
Income 

71,804

CBL & Associates 
Properties, REIT 10,537 2,318 32,986
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The accompanying notes are an integral part of these financial statements. 

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

Statement of Assets and Liabilities

T. ROWE PRICE REAL ESTATE FUND  
Unaudited June 30, 2009 

  
STATEMENT OF ASSETS AND LIABILITIES  

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

Investments in securities, at value (cost $2,432,423)  $ 1,572,642  

Dividends and interest receivable  8,398  

Receivable for shares sold  4,941  

Cash  3  

Other assets  39  

Total assets  1,586,023  

 
Liabilities 

Payable for shares redeemed  4,082  

Investment management fees payable  812  

Due to affiliates  140  

Other liabilities  1,860  

Total liabilities  6,894  

 
NET ASSETS  $ 1,579,129  
 
Net Assets Consist of: 

Overdistributed net investment income  $ (516)  

Accumulated undistributed net realized loss   (424,739)  

Net unrealized loss  (859,781)  

Paid-in capital applicable to 163,466,958 shares of $0.0001 par 
value capital stock outstanding; 1,000,000,000 shares authorized  2,864,165  

 
NET ASSETS  $ 1,579,129  
 
NET ASSET VALUE PER SHARE 

 
Investor Class 
($1,519,459,104 / 157,342,628 shares outstanding)  $ 9.66 

Advisor Class 
($59,670,198 / 6,124,330 shares outstanding)  $ 9.74 
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T. ROWE PRICE REAL ESTATE FUND  
Unaudited  

  
STATEMENT OF OPERATIONS  

($000s)  
 

6 Months 
Ended 

6/30/09
Investment Income (Loss) 

Income 
Dividend  $ 46,273  
Interest   3,660  

Total income  49,933 

Expenses 
Investment management  4,322  
Shareholder servicing    

Investor Class $ 943  
Advisor Class 24 967 

Rule 12b-1 fees 
Advisor Class  59 

Prospectus and shareholder reports    
Investor Class 125  
Advisor Class 20 145 

Custody and accounting  103  
Registration  49  
Legal and audit  21  
Directors  6  
Miscellaneous  9  

Total expenses  5,681 
Expenses paid indirectly  (2)  

Net expenses  5,679 

Net investment income  44,254  

 
Realized and Unrealized Gain (Loss) 
Net realized loss on securities  (301,917)  
Change in net unrealized gain on securities  114,362  

Net realized and unrealized loss  (187,555)  

 
DECREASE IN NET ASSETS FROM OPERATIONS  $ (143,301)  
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Statement of Changes in Net Assets

T. ROWE PRICE REAL ESTATE FUND  
Unaudited  

  
STATEMENT OF CHANGES IN NET ASSETS  

($000s)  
 

6 Months 
Ended 

6/30/09

 Year 
Ended 

12/31/08
Increase (Decrease) in Net Assets 

Operations 
Net investment income  $ 44,254  $ 58,808  
Net realized loss  (301,917)  (119,751)  
Change in net unrealized gain (loss)  114,362  (900,718)  
Decrease in net assets from operations (143,301) (961,661) 

 
Distributions to shareholders 

Net investment income      
Investor Class  (50,861)  (54,889)  
Advisor Class  (1,671)  (1,151)  

Tax return of capital                             –              (36,827) 
Decrease in net assets from distributions (52,532) (92,867) 

 
Capital share transactions* 

Shares sold      
Investor Class  366,634  1,401,245  
Advisor Class  48,638  73,304  

Distributions reinvested      
Investor Class  28,865  53,647  
Advisor Class  1,656  1,868  

Shares redeemed      
Investor Class  (269,804)  (778,843)  
Advisor Class  (34,175)  (41,619)  

Redemption fees received  501  844  
Increase in net assets from capital share 
transactions 142,315 710,446 

 
Net Assets 

Decrease during period  (53,518)  (344,082)  
Beginning of period  1,632,647  1,976,729  

End of period  $ 1,579,129  $ 1,632,647  

 
Undistributed (overdistributed) net 
investment income  (516)  7,762  
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Statement of Changes in Net Assets
(000s)

T. ROWE PRICE REAL ESTATE FUND  
Unaudited  

  
STATEMENT OF CHANGES IN NET ASSETS  

($000s)  
 

6 Months 
Ended 

6/30/09

 Year 
Ended 

12/31/08
 
*Share information 

Shares sold      
Investor Class  41,797  87,325  
Advisor Class  5,686  5,278  

Distributions reinvested      
Investor Class  3,638  3,623  
Advisor Class  205  137  

Shares redeemed      
Investor Class  (30,496)  (49,696)  
Advisor Class  (4,066)  (3,020)  

Increase in shares outstanding 16,764 43,647 
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Notes to Financial Statements

T. Rowe Price Real Estate 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 seeks to provide long-term growth through a 
combination of capital appreciation and current income. The fund has two classes 
of shares: the Real Estate Fund original share class, referred to in this report as the 
Investor Class, offered since October 31, 1997, and Real Estate Fund—Advisor 
Class (Advisor Class), offered since December 31, 2004. Advisor Class shares are 
sold only through unaffiliated brokers and other unaffiliated financial interme-
diaries that are compensated by the class for distribution, shareholder servicing, 
and/or certain administrative services under a Board-approved Rule 12b-1 plan. 
Each class has exclusive voting rights on matters related solely to that class, sepa-
rate voting rights on matters that relate to both classes, and, in all other respects, 
the same rights and obligations as the other class.

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 appropriate; how-
ever, 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 issu-
ance 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. Premiums and discounts on debt 
securities are amortized for financial reporting purposes. 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 
by each class on a quarterly basis. Capital gain distributions, if any, are declared 
and paid by the fund, typically on an annual basis.
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Class Accounting  The Advisor Class pays distribution, shareholder servicing, and/
or certain administrative expenses in the form of Rule 12b-1 fees, in an amount 
not exceeding 0.25% of the class’s average daily net assets. Shareholder servicing, 
prospectus, and shareholder report expenses incurred by each class are charged 
directly to the class to which they relate. Expenses common to both classes, 
investment income, and realized and unrealized gains and losses are allocated 
to the classes based upon the relative daily net assets of each class.

Rebates and Credits  Subject to best execution, the fund may direct certain 
security trades to brokers who have agreed to rebate a portion of the related 
brokerage commission to the fund in cash. Commission rebates are reflected as 
realized gain on securities in the accompanying financial statements and totaled 
$42,000 for the six months ended June 30, 2009. Additionally, the fund earns 
credits on temporarily uninvested cash balances held at the custodian which 
reduce the fund’s custody charges. Custody expense in the accompanying finan-
cial statements is presented before reduction for credits, which are reflected as 
expenses paid indirectly.

Redemption Fees  A 1% fee is assessed on redemptions of fund shares held for 90 
days or less to deter short-term trading and to protect the interests of long-term 
shareholders. Redemption fees are withheld from proceeds that shareholders 
receive from the sale or exchange of fund shares. The fees are paid to the fund 
and are recorded as an increase to paid-in capital. The fees may cause the redemp-
tion price per share to differ from the net asset value per share.

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 activities 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 
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sale price or, for certain markets, the official closing price at the time the valu-
ations 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 deter-
mined 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 securities and the last quoted sale price for international securities. 

Debt securities are generally traded in the OTC market. Securities with remain-
ing maturities of one year or more at the time of acquisition are valued at prices 
furnished by dealers who make markets in such securities or by an independent 
pricing service, which considers the yield or price of bonds of comparable quality, 
coupon, maturity, and type, as well as prices quoted by dealers who make mar-
kets in such securities. Securities with remaining maturities of less than one year 
at the time of acquisition generally use amortized cost in local currency to approx-
imate fair value. However, if amortized cost is deemed not to reflect fair value or 
the fund holds a significant amount of such securities with remaining maturities 
of more than 60 days, the securities are valued at prices furnished by dealers who 
make markets in such securities or by an independent pricing service.

Investments in mutual funds are valued at the mutual fund’s closing net asset 
value per share on the day of valuation.

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.

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 (includ-
ing, 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 inde-
pendent 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. The 
following table summarizes the fund’s investments, based on the inputs used to 
determine their values on June 30, 2009: 
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Note 3 - OTHER Investment Transactions

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

Restricted Securities  The fund may invest in securities that are subject to legal or 
contractual restrictions on resale. Prompt sale of such securities at an acceptable 
price may be difficult and may involve substantial delays and additional costs. 

Other  Purchases and sales of portfolio securities other than short-term securities 
aggregated $313,965,000 and $179,467,000, 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.

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

Quoted  
Prices

Significant 
Observable 

Inputs

Significant 
Unobservable 

Inputs

Assets

Investments in Securities

Common Stocks $	 1,417,157 $	 — $	 — $	 1,417,157

Convertible Bonds 	 — 	 132,562 	 — 	 132,562

Short-Term Investments 	 22,923 	 — 	 — 	 22,923

Total $	 1,440,080 $	 132,562 $	 — $1,572,642



28

T. Rowe Price Real Estate Fund

In accordance with federal tax regulations, the fund deferred recognition of cer-
tain ordinary income and 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 $46,934,000 and related to REIT dividends 
and net capital losses realized 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 carryforwards. As of December 31, 2008, the fund had $64,968,000 
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 
$2,432,423,000. Net unrealized loss aggregated $859,781,000 at period-end, 
of which $37,624,000 related to appreciated investments and $897,405,000 
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. 
The fee consists of an individual fund fee, equal to 0.30% 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 prices 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 Investor 
Class. For the six months ended June 30, 2009, expenses incurred pursuant to 
these service agreements were $71,000 for Price Associates, $462,000 for T. Rowe 
Price Services, Inc., and $103,000 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.
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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 to 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 invest-
ment advisory contract (Contract) between the fund and its investment manager, T. Rowe 
Price Associates, Inc. (Manager). The Board considered a variety of factors in connection 
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 manage-
ment 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 realized 
from its relationship with the fund, including research received under “soft dollar” agree-
ments. 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 particu-
lar. 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 compo-
nents—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 benefits 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 (for the Investor Class and the Advisor Class) and compared them with fees and expenses 	
of other comparable funds based on information and data supplied by Lipper. The infor-
mation provided to the Board indicated that the fund’s management fee rate for the Investor 
Class was above the median for certain groups of comparable funds but below the median 
for other groups of comparable funds, and the management fee rate for the Advisor Class was 
generally below the median for comparable funds. The information also indicated that the 
fund’s expense ratio (for both classes) 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 respon-
sibilities 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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T. Rowe Price Investment Services and Information

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.

ACCOUNT SERVICES

Automated 24-Hour Services Including Tele*Accesssm 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.

BROKERAGE SERVICES‡

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

INVESTMENT INFORMATION

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. 

FINANCIAL INTERMEDIARIES AND ADVISORS

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.

CUSTOMERS WHO TRADE THROUGH A FINANCIAL INTERMEDIARY

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.

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

http://www.troweprice.com/investorcenter
http://www.troweprice.com
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T. Rowe Price Web Services

troweprice.com

LOG 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.

FINANCIAL INTERMEDIARIES AND ADVISORS	 troweprice.com/financialintermediaries

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.

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

http://www.troweprice.com
http://www.troweprice.com/access
http://www.troweprice.com/paperless
http://www.troweprice.com/planningtools
http://www.troweprice.com/financialintermediaries
mailto:onlinehelp@troweprice.com
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T. Rowe Price Planning Tools and Services

T. Rowe Price Retirement Services

T. Rowe Price offers unique retirement services that can help you meet a broad  
variety of planning challenges. Our retirement tools are suitable for individuals,  
the self-employed, small businesses, corporations, and nonprofit organizations.  
For more information, call 1-800-IRA-5000 or visit our Web site at  
troweprice.com/retirement. 

INVESTMENT ACCOUNTS

Rollover IRAs. When you are changing jobs, retiring, or deciding what to do with  
the money left in a former employer’s retirement plan, a Rollover IRA can be the  
smart move. Call toll-free 1-800-IRA-5000. Our rollover specialists can open your  
account over the phone and handle most of the paperwork for you. They’ll even  
contact your former employer to help move your money.

Roth IRAs. Your contributions can grow tax-deferred for retirement and distributions  
are potentially tax-free. Open your account over the phone by calling 1-800-IRA-5000  
or online at troweprice.com/ira.

Traditional IRAs. Call 1-800-IRA-5000 or visit troweprice.com/ira to open one  
of these tax-deferred retirement accounts. In some cases, contributions may be  
tax-deductible.

Small Business Retirement Plans. If you’re self-employed or run a small business  
or professional practice, T. Rowe Price can help you establish a cost-effective retire-
ment plan that’s easy to set up and maintain.

403(b) Custodial Accounts. For those employed by a school, university, church,  
or other nonprofit organization.

No-Load Variable Annuities.

INVESTMENT GUIDANCE

T. Rowe Price Advisory Planning Services offers a wide range of services that  
provide expert advice based on your individual needs and financial goals, including  
consultations with an advisory counselor. Please contact one of our specialists at  
1-800-844-9424 to determine the most appropriate service to fit your needs.*

	 *	 �Services offered by T. Rowe Price Advisory Services, Inc., a federally registered investment adviser. There 	
may be costs associated with these services.

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

http://www.troweprice.com/retirement
http://www.troweprice.com/ira
http://www.troweprice.com/ira
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T. Rowe Price College Planning
This page contains supplementary information that is not part of the shareholder report.

College Planning

With the costs of college steadily increasing, it’s critical to plan early. Our college  
planning information and college savings products can help you meet your  
educational investment goals. For more information, visit our Web site at  
troweprice.com/college, where you will find the Saving for College Personal  
Guide, an interactive tool that can help you determine how much you should  
save, estimate future tuition costs, and review college savings options. In a few  
easy steps, the guide provides you with information and a Personalized Action  
Plan. To speak with a college planning specialist, please call 1-800-638-5660.

Education Savings Accounts (formerly Education IRAs). This education invest-
ment account permits contributions up to a total of $2,000 per year per beneficiary  
to help pay for educational costs at eligible schools, including elementary, secondary,  
and post-secondary institutions. Withdrawals from Education Savings Accounts are  
tax-free if the proceeds are used for qualified educational expenses.

College Savings Plans (529 Plans). To help families prepare for college education  
costs, T. Rowe Price manages three 529 plans that are open to all U.S. residents.  
Any earnings on contributions are tax-deferred and distributions are exempt from  
federal income taxes when used for qualified educational expenses. Also, these  
plans offer high contribution limits and affordable systematic investing. 

T. Rowe Price manages the T. Rowe Price College Savings Plan, a national 529  
plan offered by the Education Trust of Alaska; the Maryland College Investment Plan;  
and the University of Alaska College Savings Plan. The Maryland College Investment  
Plan offers certain potential benefits for Maryland residents, and the University of  
Alaska College Savings Plan offers potential benefits for Alaska residents.

Earnings on a distribution not used for qualified expenses may be subject to income taxes  
and a 10% federal penalty. Please note that the availability of tax or other benefits may  
be conditioned on meeting certain requirements such as residency, purpose for or timing  
of distributions, or other factors, as applicable.

Please visit our Web site or call 1-800-638-5660 to obtain the applicable plan disclosure  
document, which includes investment objectives, risks, fees, expenses, and other informa-
tion that you should read and consider carefully before investing. Please consider, before  
investing, whether your or your beneficiary’s home state offers any state tax or other bene-
fits that are only available for investments in that state’s plan. T. Rowe Price Investment  
Services, Inc., Distributor/Underwriter.

http://www.troweprice.com/college
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	 *	 �T. Rowe Price Savings Bank is a member of the FDIC and offers CD products. Other T. Rowe Price affiliates, 	
including T. Rowe Price Investment Services, Inc., are separate entities. While the Savings Bank’s CDs are 	
FDIC-insured, all other products offered by T. Rowe Price affiliates are not FDIC-insured and are not a 	
deposit of or guaranteed by the Savings Bank. Such products are subject to investment risk, including 	
possible loss of the principal amount invested.

	 **	 �Please read the Traditional and Roth IRA Summary & Agreement before investing.
	 ***	 �IRA CDs available from six months to 60 months.
	 ****	 �Available for accounts of $5,000 or more that have terms of 91 days or longer.

T. Rowe Price Savings Bank

Savings Bank
Now there’s a way to get more than great rates from your next CD. T. Rowe Price  
Savings Bank gives you the benefits of FDIC insurance and predictable interest  
payments, plus world-class service from a name you trust.* 

You can use a Savings Bank CD account to expand your investment mix and help to  
reduce your portfolio’s overall risk. For accounts of $5,000 or more that have terms  
of 91 days or longer, interest can remain on deposit or be transferred to an account  
you have elsewhere.

T. Rowe Price Savings Bank offers

•  FDIC insurance 

•  Competitive interest rates

•  Low minimum deposit of $1,000 for Classic CDs

•  Higher rates with Mini-Jumbo and Jumbo CDs

•  Smart Ladder CDssm

•  IRA accounts** 

•  Terms from 30 days to 60 months***

•  Flexible options to invest interest payments****

•  Annual statements

•  Automatic renewal feature

Smart Ladder CDs 
Opening CDs that mature at different times can help to hedge against sharp swings  
in interest rates. This approach, known as CD laddering, generally lets you lock  
in higher rates with the longer-maturity CDs if rates fall. However, if rates rise  
again in the next few years, you’ll have money available to invest from CDs with  
upcoming maturities. 

Smart Ladder CDs offer a convenient way to create a CD ladder. With a minimum  
deposit of $25,000 and a single application, we’ll set up your CD ladder, manage  
the annual renewals, and offer you the highest current interest rates based on your  
total minimum deposit and applicable terms.

This page contains supplementary information that is not part of the shareholder report.
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T. Rowe Price Mutual Funds

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.

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*

ASSET ALLOCATION FUNDS (cont.)

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

MONEY MARKET FUNDS

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 
FUNDS

Stock
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*

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

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