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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

•	 Technology stocks were the market’s best-performing group in the first 
half of 2009.

•	 The Science & Technology Fund posted strong gains for the six-month 
period, outperforming the market and its peer group.

•	 Global economic weakness will continue to weigh on technology 
spending in the latter half of 2009, but recent signs of stability offer 
some encouragement.

•	 Our medium-term outlook for science and technology stocks is cau-
tiously optimistic due to healthy long-term industry growth prospects 
and the stocks’ largely reasonable valuations.

T. Rowe Price Science & Technology 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

Science and technology stocks as a whole posted solid gains and out-
paced the broader market in the first half of 2009, a reversal of the steep 
declines of 2008. Technology stocks were the standout, delivering strong 
appreciation despite continued weakness in technology spending. At the 
start of the year, technology stocks faced considerable macroeconomic 
uncertainties but carried low expectations and undemanding valuations. 
After falling with the broader market through early March, the group 
moved sharply higher driven by signs of economic stabilization and 

better-than-expected tech-
nology spending. During 
the period, the Science & 
Technology Fund posted 
sizable gains.

For the six-month period 
ended June 30, 2009, your 
fund returned 34.67%, 
outpacing the unmanaged 
S&P 500 Index and its 

Lipper peer group. (Returns for the Advisor Class shares reflected a 
different fee structure.) Stock selection in technology hardware, tele-
communication services, and IT services was the primary contributor 
to our favorable results for the period. 

MARKET ENVIRONMENT

In the first half of 2009, science and technology stocks staged a strong 
rebound from the large declines they endured in the second half of 
2008. Despite the depressed levels of technology spending resulting 
from weak global economic conditions, technology stocks markedly 
outpaced the broader market. At the beginning of the year, tech stocks’ 
valuations were by and large quite low, reflecting investors’ extremely 
low expectations for the group. But even as the market fell to multi-
year lows in March, several factors made technology stocks relatively 
resilient. Companies aggressively reduced costs to protect earnings 
and cash flow, and the credit crisis shed positive light on their cash-
rich balance sheets. Technology industry revenue, while very weak, 
was not as bad as widely feared. In fact, for many companies—most 

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

Science & Technology Fund	 	 34.67%

Science & Technology Fund–Advisor Class	 34.75

S&P 500 Index	 	 3.16

Lipper Science & Technology Funds Index	 24.54

Performance Comparison
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notably semiconductor providers—whose revenue declines in late 
2008 were amplified by inventory reductions, inventory stabilization 
enabled improved revenue and earnings trends. As signs of economic 
stability began to appear, technology stocks gained favor for their inex-
pensive valuations and prospects for strong earnings rebounds in an 
eventual economic recovery. While spending on technology products 
and services remains weak and highly uncertain in the medium term, 
we believe that in an eventual economic recovery industry, revenue will 
improve markedly. With better revenue, earnings improvement should 
be even greater given that many technology companies’ business models 
have considerable margin leverage.

PORTFOLIO REVIEW

The fund remains broadly diversified across the principal segments of 
science and technology. At the end of the period, software accounted for 
30% of the portfolio. Other major components included semiconduc-
tors at 18%, telecommunication equipment at 12%, and IT services at 
9%. Since our last report, we have increased our weights in software, 
health care, and IT services and decreased weights in semiconductors, 
hardware, and telecommunication equipment.

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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Entering 2009, we were concerned about economic challenges and weak 
technology business trends but optimistic about the outlook for science 
and technology stocks given attractive valuations and low expectations. 
We believed that many of the stocks owned in your fund could deliver 
strong returns from the levels at which they were trading. For the year’s 
first half, many of our technology holdings enjoyed substantial apprecia-
tion, with several producing outsized gains. The health care stocks we 
opportunistically established positions in during the period were positive 

contributors as a result of 
favorable stock picking 
amid a broad health care 
group that lagged for most 
of the period.

Our best contributors dur-
ing the first half of the year 
were Microsoft, Apple, 
Palm, and Research In 
Motion. Apple, Palm, and 
Research In Motion all 
benefited from the rapid 
adoption of smartphones, 
handheld devices that 
combine phone, e-mail, 

Web browsing, and other computing capabilities. Our investments in 
these companies are based on our confidence in the growth of smart-
phones as well as the individual merits of each company. Apple’s iPhone 
has become a consumer phenomenon and a major driver of earnings. 
The company continues to innovate and deliver solid results with its 
Mac computers and iPod line of media devices. Palm’s launch of its 
much anticipated Pre smartphone in early June was an important mile-
stone for the company and our investment. The Pre is Palm’s first device 
based on webOS, the company’s innovative new operating system that 
we believe makes the Pre—and possibly Palm’s future smartphones—
among the most appealing in the marketplace. On the strength of the 
Pre’s favorable early reviews, a successful launch, and high levels of 
interest in the device from carriers, Palm was your fund’s biggest per-
centage gainer in the first half. Research In Motion saw continued rapid 
consumer adoption of its Blackberry devices that offset weaker trends 
in the corporate side of its business to make it the fastest-growing large 
technology company. Improved execution and favorable product mix 
led to a rebound in gross margins, alleviating an investor concern that 
had weighed heavily on the stock. The fund benefited from adding to 

Other and Reserves

Health Care

Media

Hardware

IT Services

Telecom Equipment

Semiconductors

Software

Based on net assets as of 6/30/09.

INDUSTRY DIVERSIFICATION

Telecom
Equipment
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our Research In Motion position at the start of the year and moderat-
ing the size of the position following strong appreciation. (Please see 
the portfolio of investments for a complete listing of holdings and the 
amount each represents in the portfolio.)

Our largest holding, Microsoft, was also the largest contributor to your 
fund’s appreciation in the first half. The stock’s weakness early in the 
year gave us an appealing opportunity to make it a large position ahead 
of a period of strong performance. We believe the confluence of the 
October launch of Windows 7 and improved cost controls will fuel 
rapid earnings growth from current cyclically depressed levels. While 
this view has of late become more widely shared—benefiting the stock 
—we continue to think Microsoft’s growth prospects are better than the 
stock price reflects.

Red Hat was a strong performer, continuing the sharp recovery that 
began at the end of 2008. The company delivered impressive growth 
as the low-cost value proposition of its open-source operating systems 
and middleware resonated especially well with technology buyers in 
this tight budgetary environment. Management’s heightened focus on 
cost containment fueled improved margins at a time when most tech-
nology companies have seen margin contraction.

Another top contributor in the period was Macrovision Solutions 
(since renamed “Rovi” in a corporate rebranding), which licenses a vari-
ety of digital entertainment technologies to cable and satellite providers 
and consumer electronics manufacturers. Through strong execution and 
successful divesting of ancillary businesses, Macrovision demonstrated 
the attractiveness of its core business. The stock benefited from both 
higher earnings and higher valuation multiples. We continue to believe 
that Macrovision will benefit from the increasing adoption of digital 
entertainment worldwide.

Rackspace Hosting participates in the fast-growing managed hosting 
industry, managing applications such as e-mail for businesses. Rackspace 
has been gaining market share and has earned a reputation for differ-
entiated customer service. The stock fell sharply after its initial public 
offering last year, giving us an opportunity to take a position ahead  
of outsized gains in the stock. Revenue growth has been solid, driven 
by relative resilience of the trend toward outsourcing management 
of software applications to hosting providers, and the company has 
achieved much better margins than was reflected in the stock at the 
time of our purchase.
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Several of our semiconductor holdings enjoyed sizable rebounds from 
last year’s precipitous declines. Mixed-signal chip company Marvell 
Technology Group was the standout among these holdings as the 
company’s revenue and earnings began to rebound from depressed lev-
els, aided by relative resilience in its hard disk drive and smartphone 
end markets, stabilization in inventories, and aggressive cost reduction. 
These favorable developments led to a significant rally in Marvell’s stock.

Health care stocks as a group lagged technology stocks by a wide mar-
gin, particularly early in the year, which gave us several opportunities 
in these stocks. We saw particular value in orthopedic device provider 
Stryker and St. Jude Medical, a leader in cardiac rhythm manage-
ment. Both stocks had fallen to historically low valuations on fears that 
their businesses would be affected by economic weakness, contraction 
in hospital capital budgets, and health care reform. The stocks enjoyed 
solid rebounds, with Stryker delivering healthy earnings despite rev-
enue weakness and St. Jude Medical continuing to gain market share 
in implantable cardioverter defibrillators. Health care stocks compose 
a modest part of the portfolio, but we continue to see opportunities in 
these stocks.

Video game hardware and software company Nintendo was the larg-
est detractor to your fund’s performance in the first half of the year. 
Following outstanding growth in the past few years, Nintendo’s business 
trends weakened due to slower consumer spending, higher penetration 
of its Wii gaming console, and a slow period for new games. Earnings 
were further dampened by strength in the Japanese yen. All of these 
challenges amplified the conventional wisdom that this stage of the gam-
ing cycle is not conducive to positive performance in Nintendo’s stock. 
We believe Nintendo holds a unique and valuable position in the gaming 
market, expect improved business trends in the second half, and believe 
the stock holds the potential for strong appreciation.

Leading design software provider Autodesk was a poor performer as 
its business proved to be even more sensitive to economic weakness 
than was expected, particularly in the construction industry, a major 
end market. We underestimated the magnitude of earnings weakness 
and the severity of its impact on the stock. Autodesk’s stock rebounded 
strongly in the second quarter on cost cutting and signs of bottoming  
in revenue but finished the period below where it started the year. We  
continue to view Autodesk as an appealing investment for its differenti-
ated market position, its highly profitable business model, and its growth 
opportunity in three-dimensional design products. In an economic 
recovery, we expect that Autodesk’s earnings will rebound sharply, and 
we believe the stock will appreciate ahead of this earnings improvement.



6

STRATEGY REVIEW AND OUTLOOK

Given the challenging global economic outlook, technology spending—
and thus the financial performance of most technology companies—is 
likely to remain weak in the second half of 2009. Against this difficult 
fundamental backdrop, our medium-term outlook for science and 
technology stocks is cautiously optimistic. Valuations generally remain 
reasonable and, for the most part, reflect an expected difficult medium-
term business outlook. While economic challenges are significant, the 
underlying health of the technology industry is generally sound. By and 
large, technology companies boast strong balance sheets and attractive 
business models, and in this tough revenue environment, their reduced 
expense bases are providing decent earnings protection. Further, we 
expect industry consolidation to accelerate—providing attractive acqui-
sition premiums for many small- and mid-cap companies—as large, 
cash-rich companies target smaller ones with valuable products and 
customer bases.

Our focus remains on identifying stocks with potential for strong appre-
ciation as well as palatable levels of risk. In this effort, we conduct 
in-depth company research and continually evaluate technology spend-
ing trends and the implications of these for the companies and their 
stocks. While technology is no longer a young industry, technological 
advancement is alive and well, as evidenced by the extraordinary innova-
tion and adoption of smartphones such as the iPhone and the Palm Pre.

In addition to smartphones, we expect strong medium-term spending 
growth on online advertising and commerce and on software and com-
puting resources delivered over the Internet. We believe Microsoft’s 
release of its Windows 7 operating system in October will be a catalyst 
for individuals and companies to buy more computers, benefiting 
Microsoft and possibly others in the personal computing universe.

The first half of 2009 was a period of extreme macroeconomic uncer-
tainty, particularly in the financial markets. In science and technology 
stocks, this uncertainty provided considerable opportunity and led to 
solid appreciation that has been supported in the past several months 
by signs of economic stabilization. We’re encouraged by your fund’s 
gains and its performance relative to the relevant benchmarks in the 
first half, but we remain attentive to the difficult economic backdrop 
in assessing the opportunities and risks in the stocks in which your 
fund is invested. That said, we’re continuing to find appealing compa-
nies and attractive stocks, and we remain of the view that challenging 
economic conditions don’t preclude healthy returns for stocks.
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Amid ongoing economic uncertainties, we will continue to focus our 
efforts on making intensively researched and well-considered invest-
ments. We remain confident that the breadth and depth of T. Rowe 
Price’s research capabilities will serve our fellow shareholders well in 
the years ahead.

Thank you for your continued support.

Respectfully submitted,

Kennard W. Allen
President of the fund and chairman of its Investment Advisory Committee

July 16, 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 Science & Technology Fund

Risks of Investing in the Fund

Funds that invest only in specific industries will experience greater volatility than funds 
investing in a broad range of industries. Technology stocks, historically, have experi-
enced unusually wide price swings, both up and down. The potential for wide variation 
in performance reflects the special risks common to companies in the rapidly changing 
field of technology. For example, products or services that at first appear promising may 
not prove commercially successful and may become obsolete quickly. Earnings disap-
pointments and intense competition for market share can result in sharp price declines.

Glossary

Lipper index: An index of mutual fund performance returns for specified periods in defined 
categories as tracked by Lipper Inc.

Lipper Science & Technology Funds Index: An index of science and technology mutual 
fund performance returns for specified periods as tracked by Lipper Inc.

Price/earnings ratio: Calculated by dividing a stock’s market value per share by the 	
company’s earnings per share for the past 12 months or by expected earnings for the 
coming year.

S&P 500 Stock Index: A market cap-weighted index of 500 widely held stocks often used 
as a proxy for the overall stock market. Performance is reported on a total return basis.
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T. Rowe Price Science & Technology Fund

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

Microsoft 	 6.5%
Accenture	 5.1
Nintendo	 4.0
Apple 	 3.4
Red Hat	 3.2

Qualcomm	 3.0
Juniper Networks	 2.9
McAfee 	 2.9
Altera 	 2.8
Autodesk 	 2.6

Xilinx 	 2.5
Salesforce.com	 2.2
Cisco Systems 	 2.2
Electronic Arts 	 2.1
IBM	 	 2.0

Google	 1.8
Alcatel-Lucent	 1.7
Omniture	 1.6
Macrovision Solutions 	 1.6
Marvell Technology Group	 1.6

Linear Technology 	 1.5
VeriSign	 1.5
Maxim Integrated Products 	 1.4
CVS Caremark	 1.4
MetroPCS Communications	 1.3

Total		 62.8%

Note: Table excludes investments in the T. Rowe Price Government Reserve Investment Fund.

Portfolio Highlights
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T. Rowe Price Science & Technology Fund

MAJOR PORTFOLIO CHANGES
Listed in descending order of size.

Six Months Ended 6/30/09

Largest Purchases	 Largest Sales

	 Microsoft
Accenture
Altera
MetroPCS Communications*
Nintendo
Nvidia
IBM*
St. Jude Medical*
Omniture
Research In Motion

Microsoft
Research In Motion
Cisco Systems
Google
Apple
Analog Devices
Altera
Broadcom
Nvidia
EMC**

	*�Position added.
	**�Position eliminated.

Portfolio Highlights



11

T. Rowe Price Science & Technology Fund

Performance and Expenses	

S&P 500 Index   $7,987

Science & Technology Fund   $5,046

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

S C I E N C E  &  T EC H N O LO GY  F U N D
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22000

26000 Science & Technology Fund

Science & Technology Fund

Lipper Science & Technology Funds Index

S&P 500  Index

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

$26,000

22,000

18,000

14,000

10,000

6,000

Lipper Science & Technology Funds 
Index   $6,455

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.

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.

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

Science & 	
Technology Fund	 -18.50%	 -1.14%	 -6.61%	 –	 –

Science & Technology 	
Fund–Advisor Class 	 -18.45	 -1.19	 –	 -12.40%	 3/31/00

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, reinvested dividends, and 
capital gain distributions. Returns do not reflect taxes that the shareholder may pay on distributions 	
or the redemption of 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 Science & Technology 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 
sponsored by T. Rowe Price (although a separate custodial or administrative fee may apply to 

Science & Technology Fund	 	 	 	 	 1.00%

Science & Technology Fund–Advisor Class 	 	 	 	 1.04

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 Science & Technology 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 	 $1,346.70 	 $6.17 

Hypothetical (assumes 5% 	
return before expenses)	 1,000.00 	 1,019.54 	 5.31 

Advisor Class
Actual	 1,000.00 	 1,347.50 	 6.00 

Hypothetical (assumes 5% 	
return before expenses)	 1,000.00 	 1,019.69 	 5.16 

*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 1.06%, and the Advisor Class was 1.03%.

T. Rowe Price Science & Technology Fund

Fund Expense Example (continued)

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 Science & Technology 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 SCIENCE & TECHNOLOGY 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  $ 13.18 $ 23.45 $ 20.96 $ 19.57 $ 19.10 $ 18.80 

 
Investment activities 

Net investment            
income (loss)   0.01  (0.01)  (0.04)  (0.05)  (0.09)  (0.03) 

Net realized and 
unrealized gain (loss)   4.56  (10.26)  2.53  1.44  0.56  0.33 

Total from investment 
activities   4.57  (10.27)  2.49  1.39  0.47  0.30 

 
NET ASSET VALUE 

End of period  $ 17.75 $ 13.18 $ 23.45 $ 20.96 $ 19.57 $ 19.10 

 
Ratios/Supplemental Data 
 
Total return(1)   34.67%  (43.80)%  11.88%  7.10%  2.46%  1.60% 

Ratio of total expenses to 
average net assets   1.06%(2)  1.00%  0.94%  0.97%  1.00%  1.01% 

Ratio of net investment 
income (loss) to average 
net assets   0.18%(2)  (0.07)%  (0.17)%  (0.27)%  (0.45)% (0.15)% (3)

Portfolio turnover rate   73.5%  93.7%  80.3%  101.3%  59.2%  54.5% 

Net assets, end of period 

(in millions)  $ 1,974 $ 1,380 $ 2,674 $ 2,735 $ 3,220 $ 3,905 

 
 
‡ 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. 
(2) Annualized 
(3) Includes the effect of a one-time special dividend (0.54% of average net assets) that is not 

expected to recur. 
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T. Rowe Price Science & Technology 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 SCIENCE & TECHNOLOGY FUND  
Unaudited  

  
FINANCIAL HIGHLIGHTS 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‡ 12/31/05‡ 12/31/04 
NET ASSET VALUE 

Beginning of period  $ 13.15 $ 23.41 $ 20.95 $ 19.56 $ 19.10 $ 18.80 

 
Investment activities 

Net investment    
income (loss)   0.02  (0.02)  (0.06)  (0.07)  (0.09)  (0.02) 

Net realized and 
unrealized gain (loss)   4.55  (10.24)  2.52  1.46  0.55  0.32 

Total from investment 
activities   4.57  (10.26)  2.46  1.39  0.46  0.30 

 
NET ASSET VALUE 

End of period  $ 17.72 $ 13.15 $ 23.41 $ 20.95 $ 19.56 $ 19.10 

 
Ratios/Supplemental Data 
 
Total return(1)   34.75%  (43.83)%  11.74%  7.11%  2.41%  1.60% 

Ratio of total expenses to 
average net assets   1.03%(2)  1.04%  1.02%  1.03%  1.03%  1.03% 

Ratio of net investment 
income (loss) to average 
net assets   0.22%(2)  (0.11)%  (0.25)%  (0.33)%  (0.49)% (0.16)% (3)

Portfolio turnover rate   73.5%  93.7%  80.3%  101.3%  59.2%  54.5% 

Net assets, end of period 

(in thousands)  $ 320,617 $ 219,826 $ 438,754 $ 455,522 $ 511,135 $ 602,458 

 
 
‡ 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. 
(2) Annualized 
(3) Includes the effect of a one-time special dividend (0.55% of average net assets) that is not 

expected to recur. 
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Unaudited June 30, 2009 

Portfolio of Investments ‡       Shares/$ Par Value 

(Cost and value in $000s)     

 

First Page Footer 

 

COMMON STOCKS 92.4%  

HARDWARE 7.9% 

Consumer Electronics 3.7%   

Apple (1) 551,800 78,593

Dolby Laboratories, Class A (1) 181,100 6,751

  85,344

Enterprise Hardware 3.5%   

Macrovision Solutions (1) 1,646,900 35,919

National Instruments  627,400 14,154

NetApp (1) 241,300 4,758

Palm (1) 1,481,923 24,556

  79,387

Supply Chain/Electronic Manufacturing 0.7%   

Hon Hai Precision (TWD) 1,705,200 5,249

Tyco Electronics  579,100 10,766

  16,015

Total Hardware 180,746

HEALTH CARE 4.9% 

Health Care Providers & Services 3.0%   

CVS Caremark  987,400 31,469

St. Jude Medical (1) 430,100 17,677

WellPoint (1) 383,400 19,511

  68,657

Medical Devices 1.9%   

McKesson  405,100 17,824

Medtronic  304,200 10,614

Stryker  363,900 14,461

  42,899

Total Health Care 111,556
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 Shares/$ Par Value 

(Cost and value in $000s)       

 

                    

INFORMATION SERVICES 0.9% 

Data Services 0.9%   

MSCI, Class A (1) 863,200 21,097

Total Information Services 21,097

IT SERVICES 8.8% 

IT Services 8.8%   

Accenture, Class A  3,507,900 117,374

Genpact (1) 1,988,500 23,365

IBM  450,000 46,989

Rackspace Hosting (1) 1,072,403 14,864

Total IT Services 202,592

MEDIA 6.1% 

Advertising 0.3%   

Focus Media, ADR (1) 938,800 7,567

  7,567

Cable/Satellite 0.7%   

Time Warner Cable  500,427 15,848

  15,848

Internet 3.8%   

Amazon.com (1) 175,000 14,640

eBay (1) 876,000 15,006

Google, Class A (1) 98,500 41,527

Mercadolibre (1) 418,400 11,247

priceline.com (1) 44,800 4,997

  87,417
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 Shares/$ Par Value 

(Cost and value in $000s)       

 

                    

Media & Entertainment 1.3%   

Time Warner  1,124,900 28,336

  28,336

Total Media 139,168

SEMICONDUCTORS 17.9% 

Analog Semiconductors 6.0%   

Analog Devices  1,043,100 25,848

Intersil, Class A  1,110,000 13,953

Linear Technology  1,513,300 35,335

Maxim Integrated Products  2,110,000 33,106

National Semiconductor  2,374,300 29,797

  138,039

Digital Semiconductors 11.2%   

Altera  4,003,200 65,172

Broadcom, Class A (1) 840,700 20,841

Intel  1,456,800 24,110

Marvell Technology (1) 3,058,100 35,596

NVIDIA (1) 2,292,800 25,886

Texas Instruments  1,288,400 27,443

Xilinx  2,834,700 57,998

  257,046

Semiconductor Capital Equipment 0.7%   

MEMC Electronic Materials (1) 892,700 15,899

  15,899

Total Semiconductors 410,984

SOFTWARE 30.0% 

Applications Software 4.4%   

LogMeIn  82,100 1,314
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 Shares/$ Par Value 

(Cost and value in $000s)       

 

                    

Omniture (1) 2,862,400 35,952

RealNetworks (1) 3,958,649 11,836

Salesforce.com (1) 1,334,800 50,949

  100,051

Consumer Software 6.1%   

Electronic Arts (1) 2,196,800 47,715

Nintendo (JPY) 333,300 91,725

  139,440

Enterprise Software 0.7%   

Commvault Systems (1) 1,034,000 17,144

  17,144

Infrastructure Software 9.7%   

Microsoft  6,306,800 149,912

Red Hat (1) 3,594,600 72,359

  222,271

Systems Software 5.8%   

BMC Software (1) 499,800 16,888

CA  908,900 15,842

McAfee (1) 1,585,300 66,884

VeriSign (1) 1,806,000 33,375

  132,989

Technical Software 3.3%   

Autodesk Systems (1) 3,191,779 60,580

Cadence Design (1) 1,962,100 11,576

Monotype Imaging (1) 500,000 3,405

  75,561

Total Software 687,456
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 Shares/$ Par Value 

(Cost and value in $000s)       

 

                    

TELECOM EQUIPMENT 12.3% 

Wireless Equipment 4.5%   

Nokia, ADR  1,244,500 18,145

QUALCOMM  1,505,400 68,044

Trimble Navigation (1) 915,400 17,969

  104,158

Wireline Equipment 7.8%   

Alcatel-Lucent (EUR)(1) 8,309,105 20,937

Alcatel-Lucent, ADR (1) 7,528,900 18,672

BigBand Networks (1) 618,800 3,199

Cisco Systems (1) 2,677,900 49,916

Finisar (1) 13,000,000 7,410

JDS Uniphase (1) 1,835,600 10,500

Juniper Networks (1) 2,842,700 67,088

Sonus Networks (1) 500,000 805

  178,527

Total Telecom Equipment 282,685

TELECOM SERVICES 3.3% 

Wireless - Domestic 2.2%   

American Tower, Class A (1) 626,000 19,738

MetroPCS Communications (1) 2,313,700 30,795

  50,533

Wireless - International 1.1%   

Research In Motion (1) 358,600 25,479

  25,479

Total Telecom Services 76,012
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 Shares/$ Par Value 

(Cost and value in $000s)       

 

                    

TRUSTS & MUTUAL FUNDS 0.3% 

Trusts & Mutual Funds 0.3%   

PowerShares QQQ Nasdaq 100  185,539 6,750

Total Trusts & Mutual Funds 6,750

Total Common Stocks (Cost $2,508,482)  2,119,046

PARTICIPATION NOTES 0.6%  

Brazil 0.6%  

Cia Brasileira de Meio, JP Morgan Chase Bank, 6/30/14  (1) 1,562,400 13,380

Total Participation Notes (Cost $12,460)  13,380

SHORT-TERM INVESTMENTS 7.2%  

Money Market Funds 7.2%  

T. Rowe Price Government Reserve                                   
Investment Fund, 0.22% (2)(3) 165,373,803 165,374

Total Short-Term Investments (Cost $165,374)  165,374

Total Investments in Securities 

100.2% of Net Assets (Cost $2,686,316)  $ 2,297,800

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

ADR American Depository Receipts 
EUR Euro 
JPY Japanese Yen 

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

Affiliated Companies
($000s)

Sales
Cost

¤ ¤ $ $ $

$ $ $

¤

Interest income -                            

Investment income 175$                    

Realized gain (loss) on securities -$                          

Capital gain distributions from
mutual funds -$                          

165,374$           

Dividend income 175

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 

84,962Totals 165,374175

84,962165,374175

T. Rowe Price Government 
Reserve Investment
Fund, 0.22%
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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 SCIENCE & TECHNOLOGY FUND  
Unaudited June 30, 2009 

  
STATEMENT OF ASSETS AND LIABILITIES  

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

Investments in securities, at value (cost $2,686,316)  $ 2,297,800  

Receivable for investment securities sold  31,623  

Receivable for shares sold  2,597  

Dividends and interest receivable  335  

Cash  26  

Foreign currency (cost $4)  4  

Other assets  150  

Total assets  2,332,535  

 
Liabilities 

Payable for investment securities purchased  30,776  

Payable for shares redeemed  5,303  

Investment management fees payable  1,237  

Due to affiliates  469  

Other liabilities  447  

Total liabilities  38,232  

 
NET ASSETS  $ 2,294,303  
 
Net Assets Consist of: 

Undistributed net investment income  $ 1,743  

Accumulated undistributed net realized loss   (5,580,465)  

Net unrealized loss  (388,528)  

Paid-in capital applicable to 129,267,126 shares of $0.01 par value 
capital stock outstanding; 1,000,000,000 shares authorized  8,261,553  

 
NET ASSETS  $ 2,294,303  
 
NET ASSET VALUE PER SHARE 

 
Investor Class 
($1,973,686,186 / 111,174,652 shares outstanding)  $ 17.75 

Advisor Class 
($320,617,030 / 18,092,474 shares outstanding)  $ 17.72 
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T. ROWE PRICE SCIENCE & TECHNOLOGY FUND  
Unaudited  

  
STATEMENT OF OPERATIONS  

($000s)  
 

 

6 Months 
Ended 

6/30/09
Investment Income (Loss) 

Income 
Dividend  $ 11,448  
Securities lending   68  
Interest   2  

Total income  11,518 

Expenses 
Investment management  6,087  
Shareholder servicing    

Investor Class $ 2,871  
Advisor Class 120 2,991 

Rule 12b-1 fees 
Advisor Class  317 

Prospectus and shareholder reports    
Investor Class 136  
Advisor Class 2 138 

Custody and accounting  138  
Registration  33  
Legal and audit  22  
Directors  8  
Miscellaneous  41  

Total expenses  9,775 

Net investment income  1,743  
 
Realized and Unrealized Gain (Loss) 

Net realized gain (loss) 
Securities  (272,191)  
Foreign currency transactions  (46)  

Net realized loss  (272,237) 
 
Change in net unrealized gain (loss) 

Securities  838,523  
Other assets and liabilities denominated in foreign currencies  1  

Change in net unrealized gain  838,524 

Net realized and unrealized gain  566,287  
 
INCREASE IN NET ASSETS FROM OPERATIONS  $ 568,030  
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Statement of Changes in Net Assets

T. ROWE PRICE SCIENCE & TECHNOLOGY 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 (loss)  $ 1,743  $ (1,904)  
Net realized loss  (272,237)  (373,314)  
Change in net unrealized gain (loss)  838,524  (923,658)  
Increase (decrease) in net assets from 
operations 568,030 (1,298,876) 

 
Capital share transactions* 

Shares sold      
Investor Class  227,289  306,605  
Advisor Class  38,007  25,546  

Shares issued in connection with fund 
acquisition - Investor Class  –  19,780  
Shares redeemed      

Investor Class  (122,662)  (505,754)  
Advisor Class  (15,906)  (60,717)  

Increase (decrease) in net assets from capital 
share transactions 126,728 (214,540) 

 
Net Assets 

Increase (decrease) during period  694,758  (1,513,416)  
Beginning of period  1,599,545  3,112,961  

End of period  $ 2,294,303  $ 1,599,545  

 
Undistributed net investment income  1,743  –  

 
 
*Share information 

Shares sold      
Investor Class  14,825  15,580  
Advisor Class  2,443  1,247  

Shares issued in connection with fund 
acquisition - Investor Class  –  1,594  
Shares redeemed      

Investor Class  (8,372)  (26,506)  
Advisor Class  (1,072)  (3,271)  

Increase (decrease) in shares outstanding 7,824 (11,356) 
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Notes to Financial Statements

T. Rowe Price Science & Technology 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 capital 
appreciation. The fund has two classes of shares: the Science & Technology 
Fund original share class, referred to in this report as the Investor Class, offered 
since September 30, 1987, and Science & Technology Fund—Advisor Class 
(Advisor Class), offered since March 31, 2000. Advisor Class shares are sold only 
through unaffiliated brokers and other unaffiliated financial intermediaries that 
are compensated by the class for distribution, shareholder servicing, and/or cer-
tain administrative services under a Board-approved Rule 12b-1 plan. Each class 
has exclusive voting rights on matters related solely to that class, separate 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. 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 distribu-
tions 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 by each class on an 
annual basis. Capital gain distributions, if any, are declared and paid by the 
fund, typically on an annual basis.
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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 
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.

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 secu-
rity 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 $90,000 for 
the six months ended June 30, 2009. Additionally, the fund earns credits on tem-
porarily uninvested cash balances held at the custodian which reduce the fund’s 
custody charges. Custody expense in the accompanying financial statements is 
presented before reduction for credits.

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. 



28

T. Rowe Price Science & Technology Fund

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 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. 

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.

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 decid-
ing 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 per-
formance 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 particu-
lar 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 process, 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:  
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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 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. For 
example, non-U.S. equity securities actively traded in foreign markets generally 
are reflected in Level 2 despite the availability of closing 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:

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.

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

Quoted  
Prices

Significant 
Observable 

Inputs

Significant 
Unobservable 

Inputs

Assets

Investments in Securities

Common Stocks $	 2,001,135 $	 117,911 $	 — $	 2,119,046

Participation Notes 	 — 	 13,380 	 — 	 13,380

Short-Term Investments 	 165,374 	 — 	 — 	 165,374

Total $	 2,166,509 $131,291 $	 — $	 2,297,800
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Participation Notes  During the six months ended June 30, 2009, the fund was a 
party to participation notes through which it gains exposure to common stock 
in markets where direct investment by the fund is not possible. Participation 
notes provide the economic benefit of common stock ownership to the fund, 
while legal ownership is retained by the counterparty. Although each participa-
tion note is structured with a defined maturity date, early redemption may be 
possible. Risks associated with participation notes include the possible failure of 
a counterparty to perform in accordance with the terms of the agreement and 
possible delays or an inability to redeem before maturity under certain market 
conditions. 

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 .

Other  Purchases and sales of portfolio securities other than short-term securi-
ties aggregated $1,299,357,000 and $1,297,236,000, 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.
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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 defer-
rals amounted to $172,898,000 and related to 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 $5,134,295,000 of unused capital loss carryfor-
wards, of which $2,880,910,000 expire in fiscal 2009, $1,904,219,000 expire in 
fiscal 2010, $129,421,000 expire in fiscal 2011, $7,359,000 expire in fiscal 2015, 
and $212,386,000 expire in fiscal 2016. Additionally, $6,516,000 of the fund’s 
unused capital loss carryforwards may be subject to certain limitations on amount 
and/or timing of use related to being acquired through tax-free reorganizations. 

At June 30, 2009, the cost of investments for federal income tax purposes was 
$2,686,316,000. Net unrealized loss aggregated $388,528,000 at period-end, 
of which $180,134,000 related to appreciated investments and $568,662,000 
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 0.35% 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 adminis-
trative services to the fund. T. Rowe Price Services, Inc., provides shareholder 
and administrative services in its capacity as the fund’s transfer and dividend 
disbursing agent. T. Rowe Price Retirement Plan Services, Inc., provides subac-
counting and recordkeeping services for certain retirement accounts invested 
in the Investor Class. For the six months ended June 30, 2009, expenses 
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incurred pursuant to these service agreements were $87,000 for Price Associates, 
$1,652,000 for T. Rowe Price Services, Inc., and $525,000 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.

Additionally, the fund is one of several mutual funds in which certain college 
savings plans managed by Price Associates may invest. As approved by the fund’s 
Board of Directors, shareholder servicing costs associated with each college sav-
ings plan are borne by the fund in proportion to the average daily value of its 
shares owned by the college savings plan. For the six months ended June 30, 
2009, the fund was charged $19,000 for shareholder servicing costs related to 
the college savings plans, of which $12,000 was for services provided by Price. 
The amount payable at period-end pursuant to this agreement is reflected as Due 
to Affiliates in the accompanying financial statements. At June 30, 2009, approxi-
mately 1% of the outstanding shares of the Investor Class were held by college 
savings plans.

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.

As of June 30, 2009, T. Rowe Price Group, Inc., and/or its wholly owned sub-
sidiaries owned 637,630 shares of the fund, representing less than 1% of the 
fund’s net assets.
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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, the 
Board concluded that the fund’s results for certain time periods were less than satisfac-
tory. The Manager provided its assessment of the fund’s investment results and reviewed 
steps taken to address issues raised by the Board. The Board concluded that the Manager’s 
response was appropriate.

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 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 informa-
tion 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 at or below the 
median for other groups of comparable funds, and the management fee rate for the Advisor 
Class was at or below the median for comparable funds. The information also indicated that 
the expense ratio for the Investor Class was above the median for certain groups of compara-
ble funds but below the median for other groups of comparable funds, and the expense ratio 
for the Advisor Class was below the median for comparable funds. The Board also reviewed 
the fee schedules for comparable privately managed accounts of the Manager and its affil-
iates. 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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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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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 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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