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Purchase and Sale of Fund Shares

The following shows the fund’s investment minimums for various types of accounts:

Minimum Minimum subsequent
Type of Account initial purchase purchase

Accounts investing through Automatic Asset
Builder $0 $50

IRAs and retirement plan accounts, Uniform Gifts
to Minors Act or Uniform Transfers to Minors Act
(UGMA/UTMA) accounts, and Education Savings
Accounts (ESAs) 1,000 50

All other accounts 2,500 100

You may sell all or a portion of the shares in your account at any time by writing us,
calling us, or accessing your account online. Redemption proceeds of less than $5,000
sent by wire are subject to a $5 fee paid to the fund.

If you are purchasing fund shares through an intermediary such as a broker-dealer or
bank, contact your intermediary for trade deadlines and the applicable policies for pur-
chasing, selling or exchanging your shares as well as initial and subsequent investment
minimums.

Tax Information

Any dividends or capital gains are declared and paid annually, usually in December.
Fund distributions may be taxed as ordinary income or capital gains, unless you invest
through an IRA, 401(k) plan, or other tax-deferred account.

Payments to Broker-Dealers and Other Financial Intermediaries

The fund may pay third-party intermediaries, such as broker-dealers or banks, for per-
forming shareholder and administrative services for underlying shareholders holding
shares of the fund in accounts with the intermediary. These payments may create a
conflict of interest by influencing the broker-dealer or other intermediary to recom-
mend the fund over another investment.



SUMMARY

T. Rowe Price Retirement Funds, Inc.
T. Rowe Price Retirement 2055 Fund

Investment Objective

The fund seeks the highest total return over time consistent with an emphasis on both

capital growth and income.

Fees and Expenses

This table describes the fees and expenses that you may pay if you buy and hold shares

of the fund.

Fees and Expenses of the Fund*

Shareholder fees (fees paid directly from your investment)

Maximum sales charge (load) imposed on

purchases NONE
Maximum deferred sales charge (load) NONE
Redemption fee NONE
Maximum account fee $10°

Annual fund operating expenses
(expenses that you pay each year as a
percentage of the value of your investment)

Management fee 0.00%
Distribution and service (12b-1) fees 0.00%
Other expenses 0.00%
Acquired fund fees and expenses 0.79%
Total annual fund operating expenses 0.79%

* While the fund itself charges no management fee, it will indirectly bear its pro-rata share of the expenses of the
underlying T. Rowe Price funds in which it invests (acquired funds). The acquired funds are expected to bear the oper-

ating expenses of the fund.

fee.

Nonretirement accounts with less than a $2,000 balance (with certain exceptions) may be subject to an annual $10

Example This example is intended to help you compare the cost of investing in the
fund with the cost of investing in other mutual funds. The example assumes that you
invest $10,000 in the fund for the time periods indicated and then redeem all of your
shares at the end of those periods. The example also assumes that your investment has
a 5% return each year. Although your actual costs may be higher or lower, based on

these assumptions your costs would be:

1year 3 years 5 years 10 years

$81 $252 $439

$978
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Portfolio Turnover The fund pays transaction costs, such as commissions, when it buys
and sells securities (or “turns over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher taxes when fund shares are

held in a taxable account. These costs, which are not reflected in annual fund operating
expenses or in the example, affect the fund’s performance. During the most recent fiscal
year, the fund’s portfolio turnover rate was 19.0% of the average value of its portfolio.

Investments, Risks, and Performance

Principal Investment Strategies The fund pursues its objective by investing in a diver-
sified portfolio of other T. Rowe Price stock and bond funds that represent various asset
classes and sectors. The fund’s allocation between T. Rowe Price stock and bond funds
will change over time in relation to its target retirement date.

The fund is managed based on the specific retirement year (target date) included in its
name and assumes a retirement age of 65. The target date refers to the approximate
year an investor in the fund would plan to retire and likely stop making new invest-
ments in the fund. The fund is designed for an investor who anticipates retiring at or
about the target date and who plans to withdraw the value of the account in the fund
gradually after retirement. This fund may not be appropriate for an investor who plans
to retire at or about the target date, but at an age well before or after age 65.

Over time, the allocation to asset classes and funds will change according to a predeter-
mined “glide path” shown in the following chart. The glide path represents the shifting
of asset classes over time and shows how the fund’s asset mix becomes more conserva-
tive—both prior to and after retirement—as time elapses. This reflects the need for
reduced market risks as retirement approaches and the need for lower volatility of a
portfolio after retiring. Although the glide path is meant to dampen the fund’s potential
volatility as retirement approaches, the fund is not designed for a lump sum redemp-
tion at the retirement date. While the fund does not guarantee a level of income, it is
intended to serve as a post-retirement investment vehicle with allocations designed to
provide an income stream made up of regular withdrawals throughout retirement
while providing portfolio growth that exceeds inflation.
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At the target date, the fund’s allocation to stocks is anticipated to be approximately
55% of its assets. The asset mix will continue to become more conservative until
approximately 30 years after its target date, when its allocation to stocks will remain
fixed at approximately 20% of its assets. The remainder will be invested in fixed
income securities. The allocations reflected in the glide path are referred to as “neutral”
allocations because they do not reflect tactical decisions made by T. Rowe Price to over-
weight or underweight a particular asset class based on its market outlook. The target
allocations for the broad asset classes (Short-Term Income, Fixed Income, and Stocks)
are not expected to vary from the prescribed glide path formula or neutral allocations
by more than plus or minus five percentage points.

The following table details the way the portfolio is expected to be allocated among the
various asset classes. The table also shows the sectors within those broad asset classes
to which the portfolio will have exposure, the T. Rowe Price funds that will be used to
represent those sectors, and the expected allocations to the funds (individually and by
sector). The information in the table represents the target allocations for the fund as of
August 31, 2009. The fund’s shareholder reports set forth its actual allocations between
stocks and bonds and to the individual T. Rowe Price funds.
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2055 Fund
Asset Class Sector Target Allocation Fund
Short-Term Income 0.00%  Short-Term Income 0.00% Short-Term Income
Fixed Income 7.50 Domestic Bonds 4.60 New Income
High-Yield Bonds 2.15 High Yield
International 0.40 Emerging Markets Bond
Bonds 0.35 International Bond
Domestic Stocks 73.07 Large-Cap 11.86 Equity Index 500
23.21 Growth Stock
23.21 Value
Mid-Cap 4.38 Mid-Cap Growth
4.38 Mid-Cap Value
Small-Cap 2.01 New Horizons
2.01 Small-Cap Stock
2.01 Small-Cap Value
International Stocks 19.43 Developed 4.81 International Growth &
Income
5.81 International Stock
5.31 Overseas Stock
Emerging 3.50 Emerging Markets Stock

Principal Risks As with any mutual fund, there is no guarantee that the fund will
achieve its objective. The fund’s share price fluctuates, which means you could lose
money by investing in the fund. You may experience losses, including losses near, at,
or after the target retirement date. There is no guarantee that the fund will provide ade-
quate income at and through your retirement. The principal risks of investing in this
fund are summarized below:

Asset allocation risk The fund’s risks will directly correspond to the risks of the under-
lying funds in which it invests. By investing in many underlying funds, the fund has
partial exposure to the risks of many different areas of the market, and the fund’s over-
all level of risk should decline over time. However, the selection of the underlying
funds and the allocation of the fund’s assets among the various asset classes and market
sectors could cause the fund to underperform other funds with a similar investment
objective.

General equity risk Stocks generally fluctuate in value more than bonds and may
decline significantly over short periods. As with any fund having equity exposure, the
fund’s share price can fall because of overall weakness in the stock market. The value of
a stock fund in which the fund invests may decline due to general market conditions or
because of factors that affect a particular industry or market sector.
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Small- and mid-cap stock risk Investing in small- and mid-cap funds entails greater risk
than investing in funds that focus on larger companies. Stocks of smaller companies are
usually more volatile than stocks of larger companies because smaller companies usu-

ally have more limited financial resources and less experienced management, and sel-

dom pay significant dividends that could help to cushion returns in a falling market.

Growth and value approach risk Because the fund invests in stock funds with both
growth and value characteristics, its share price may be negatively affected if either
investing approach falls out of favor. Growth stocks tend to be more volatile than value
stocks and are more sensitive to changes in current or expected earnings. Value stocks
carry the risk that investors will not recognize their intrinsic value for a long time or
that they are actually appropriately priced at a low level.

Interest rate risk A rise in interest rates could cause the price of a bond fund in which
the fund invests to fall. Generally, the longer the weighted average maturity of an
underlying fund, the greater its interest rate risk.

Credit risk An issuer of a debt security or counterparty to an over-the-counter deriva-
tive held by an underlying bond fund could be downgraded or default, thereby nega-
tively affecting the fund’s price or yield.

Liquidity risk A fund may not be able to sell a security timely or at desired prices. This
risk affects both stock and bond funds in which the fund invests.

Foreign investing risk The fund’s investments in international funds may be adversely
affected by economic conditions or developments overseas, or decreases in foreign cur-
rency values relative to the U.S. dollar. The risks are heightened for underlying funds
that focus on emerging markets.

Performance The bar chart showing calendar year returns and the average annual total
returns table indicate risk by illustrating how much returns can differ from one year to
the next and how fund performance compares with that of a comparable market index.
The fund’s past performance (before and after taxes) is not necessarily an indication of
future performance. All returns assume reinvestment of dividends and capital gains dis-
tributions.

The fund can also experience short-term performance swings, as shown by the best and
worst calendar quarter returns during the years depicted.

In addition, the average annual total returns table shows hypothetical after-tax returns
to suggest how taxes paid by a shareholder may influence returns. After-tax returns are
calculated using the historical highest individual federal marginal income tax rates and
do not reflect the impact of state and local taxes. Actual after-tax returns depend on an
investor’s tax situation and may differ from those shown. After-tax returns shown are
not relevant to investors who hold their fund shares through tax-deferred arrange-
ments, such as a 401(k) account or individual retirement account (IRA).
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Retirement 2055 Fund
Calendar Year Returns

07 6.82

08 -38.89

44 -33 -22 -11 0 11 22 33 44 55%

Quarter Total
Ended Return
Best Quarter 6/30/07 6.88%

Worst Quarter 12/31/08 -23.02%

The fund’s return for the six months ended 6/30/09 was 12.56%.

Average Annual Total Returns

Periods ended
December 31, 2008
Since inception
1 year (12/29/06)

2055 Fund

Returns before taxes -38.89% -19.16%

Returns after taxes on distributions -39.36 -19.64

Returns after taxes on distributions

and sale of fund shares -24.84 -16.06
Dow Jones Target 2050 Index -37.03 -17.31
Combined Index Portfolio? -35.36 -16.89

@ Combined Index Portfolio is an unmanaged portfolio composed of 90% stocks (72% Russell 3000 Index, 18% MSCI
All Country World Ex-US Index), 10% bonds (Barclays Capital U.S. Aggregate Index). The percentages will vary over
time and the indices may vary over time.

Updated performance information is available through troweprice.com or may be
obtained by calling 1-800-225-5132.

Management

Investment Adviser T. Rowe Price Associates, Inc. (T. Rowe Price).

Portfolio Manager Jerome A. Clark and Edmund M. Notzon III are Co-chairmen of

the fund’s Investment Advisory Committee. Mr. Clark joined T. Rowe Price in 1992
and Mr. Notzon joined T. Rowe Price in 1989.
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Purchase and Sale of Fund Shares

The following shows the fund’s investment minimums for various types of accounts:

Minimum Minimum subsequent
Type of Account initial purchase purchase

Accounts investing through Automatic Asset
Builder $0 $50

IRAs and retirement plan accounts, Uniform Gifts
to Minors Act or Uniform Transfers to Minors Act
(UGMA/UTMA) accounts, and Education Savings
Accounts (ESAs) 1,000 50

All other accounts 2,500 100

You may sell all or a portion of the shares in your account at any time by writing us,
calling us, or accessing your account online. Redemption proceeds of less than $5,000
sent by wire are subject to a $5 fee paid to the fund.

If you are purchasing fund shares through an intermediary such as a broker-dealer or
bank, contact your intermediary for trade deadlines and the applicable policies for pur-
chasing, selling or exchanging your shares as well as initial and subsequent investment
minimums.

Tax Information

Any dividends or capital gains are declared and paid annually, usually in December.
Fund distributions may be taxed as ordinary income or capital gains, unless you invest
through an IRA, 401(k) plan, or other tax-deferred account.

Payments to Broker-Dealers and Other Financial Intermediaries

The fund may pay third-party intermediaries, such as broker-dealers or banks, for per-
forming shareholder and administrative services for underlying shareholders holding
shares of the fund in accounts with the intermediary. These payments may create a
conflict of interest by influencing the broker-dealer or other intermediary to recom-
mend the fund over another investment.
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T. Rowe Price Retirement Funds, Inc.
T. Rowe Price Retirement Income Fund

Investment Objective

The fund seeks the highest total return over time consistent with an emphasis on both

capital growth and income.

Fees and Expenses

This table describes the fees and expenses that you may pay if you buy and hold shares

of the fund.

Fees and Expenses of the Fund*

Shareholder fees (fees paid directly from your investment)

Maximum sales charge (load) imposed on

purchases NONE
Maximum deferred sales charge (load) NONE
Redemption fee NONE
Maximum account fee $10°

Annual fund operating expenses
(expenses that you pay each year as a
percentage of the value of your investment)

Management fee 0.00%
Distribution and service (12b-1) fees 0.00%
Other expenses 0.00%
Acquired fund fees and expenses 0.58%
Total annual fund operating expenses 0.58%

* While the fund itself charges no management fee, it will indirectly bear its pro-rata share of the expenses of the
underlying T. Rowe Price funds in which it invests (acquired funds). The acquired funds are expected to bear the oper-

ating expenses of the fund.

fee.

Nonretirement accounts with less than a $2,000 balance (with certain exceptions) may be subject to an annual $10

Example This example is intended to help you compare the cost of investing in the
fund with the cost of investing in other mutual funds. The example assumes that you
invest $10,000 in the fund for the time periods indicated and then redeem all of your
shares at the end of those periods. The example also assumes that your investment has
a 5% return each year. Although your actual costs may be higher or lower, based on

these assumptions your costs would be:

1year 3 years 5 years 10 years

$59 $186 $324

$726
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Portfolio Turnover The fund pays transaction costs, such as commissions, when it buys
and sells securities (or “turns over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher taxes when fund shares are
held in a taxable account. These costs, which are not reflected in annual fund operating
expenses or in the example, affect the fund’s performance. During the most recent fiscal
year, the fund’s portfolio turnover rate was 31.8% of the average value of its portfolio.

Investments, Risks, and Performance

Principal Investment Strategies The fund pursues its objective by investing in a diver-
sified portfolio of other T. Rowe Price stock and bond funds that represent various asset
classes and sectors. The fund’s allocation will normally consist of approximately 40%
stocks and 60% bonds.

The fund is intended for retired investors who seek income and relative stability from
bonds along with some capital appreciation potential from stocks. The fund’s “neutral
allocations,” which are what T. Rowe Price considers broadly appropriate to investors
during their retirement years, are 30% short-term income, 30% fixed income, and 40%
stocks. These allocations are intended to reflect the need for reduced market risks,
lower portfolio volatility, and an income stream throughout retirement. Although the
fund is designed for investors already in retirement, it does not gradually decrease its
equity holdings and become increasingly conservative over time. As such, you may
want to consider a more conservative or more aggressive approach depending on your
age and specific stage of retirement. The fund is designed to be part of an investor’s
overall retirement strategy, but is not intended as a complete solution to an investor’s
retirement needs. While the overall asset mix generally remains consistent over time,
tactical decisions may be made by T. Rowe Price to overweight or underweight a partic-
ular asset class or sector based on its market outlook. The target allocations for the
broad asset classes (Short-Term Income, Fixed Income, and Stocks) are not expected to
vary from the neutral allocations by more than plus or minus five percentage points.

The following table details the way the portfolio is expected to be allocated among the
various asset classes. The table also shows the sectors within those broad asset classes
to which the portfolio will have exposure, the T. Rowe Price funds that will be used to
represent those sectors, and the expected allocations to the funds (individually and by
sector). The information in the table represents the target allocations for the fund as of
August 31, 2009. The fund’s shareholder reports set forth its actual allocations between
stocks and bonds and to the individual T. Rowe Price funds.
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Income Fund

Asset Class Sector Target Allocation Fund
Short-Term Income 30.00%  Short-Term Income 30.00% Short-Term Income
Fixed Income 27.50 Domestic Bonds 19.80 New Income
High-Yield Bonds 4.60 High Yield
International 1.65 Emerging Markets Bond
Bonds 1.45 International Bond
Domestic Stocks 33.57  Large-Cap 26.79 Equity Index 500
0.00 Growth Stock
0.00 Value
Mid-Cap 2.01 Mid-Cap Growth
2.01 Mid-Cap Value
Small-Cap 0.92 New Horizons
0.92 Small-Cap Stock
0.92 Small-Cap Value
International Stocks 8.93 Developed 2.21 International Growth &
Income
2.67 International Stock
2.44 Overseas Stock
Emerging 1.61 Emerging Markets Stock

Principal Risks As with any mutual fund, there is no guarantee that the fund will
achieve its objective. The fund’s share price fluctuates, which means you could lose
money by investing in the fund. There is no guarantee that the fund will provide ade-
quate income at and through your retirement. The principal risks of investing in this
fund are summarized below:

Asset allocation risk The fund’s risks will directly correspond to the risks of the under-
lying funds in which it invests. By investing in many underlying funds, the fund has
partial exposure to the risks of many different areas of the market. However, the selec-
tion of the underlying funds and the allocation of the fund’s assets among the various
asset classes and market sectors could cause the fund to underperform other funds with
a similar investment objective.

General equity risk Stocks generally fluctuate in value more than bonds and may
decline significantly over short periods. As with any fund having equity exposure, the
fund’s share price can fall because of overall weakness in the stock market. The value of
a stock fund in which the fund invests may decline due to general market conditions or
because of factors that affect a particular industry or market sector.

Small- and mid-cap stock risk Investing in small- and mid-cap funds entails greater risk
than investing in funds that focus on larger companies. Stocks of smaller companies are
usually more volatile than stocks of larger companies because smaller companies usu-
ally have more limited financial resources and less experienced management, and sel-

dom pay significant dividends that could help to cushion returns in a falling market.
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Growth and value approach risk Because the fund invests in stock funds with both
growth and value characteristics, its share price may be negatively affected if either
investing approach falls out of favor. Growth stocks tend to be more volatile than value
stocks and are more sensitive to changes in current or expected earnings. Value stocks
carry the risk that investors will not recognize their intrinsic value for a long time or
that they are actually appropriately priced at a low level.

Interest rate risk A rise in interest rates could cause the price of a bond fund in which
the fund invests to fall. Generally, the longer the weighted average maturity of an
underlying fund, the greater its interest rate risk.

Credit risk An issuer of a debt security or counterparty to an over-the-counter deriva-
tive held by an underlying bond fund could be downgraded or default, thereby nega-
tively affecting the fund’s price or yield.

Liquidity risk A fund may not be able to sell a security timely or at desired prices. This
risk affects both stock and bond funds in which the fund invests.

Foreign investing risk The fund’s investments in international funds may be adversely
affected by economic conditions or developments overseas, or decreases in foreign cur-
rency values relative to the U.S. dollar. The risks are heightened for underlying funds
that focus on emerging markets.

Performance The bar chart showing calendar year returns and the average annual total
returns table indicate risk by illustrating how much returns can differ from one year to
the next and how fund performance compares with that of a comparable market index.
The fund’s past performance (before and after taxes) is not necessarily an indication of
future performance. All returns assume reinvestment of dividends and capital gains dis-
tributions.

The fund can also experience short-term performance swings, as shown by the best and
worst calendar quarter returns during the years depicted.

In addition, the average annual total returns table shows hypothetical after-tax returns
to suggest how taxes paid by a shareholder may influence returns. After-tax returns are
calculated using the historical highest individual federal marginal income tax rates and
do not reflect the impact of state and local taxes. Actual after-tax returns depend on an
investor’s tax situation and may differ from those shown. After-tax returns shown are
not relevant to investors who hold their fund shares through tax-deferred arrange-
ments, such as a 401(k) account or individual retirement account (IRA).
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Retirement Income Fund
Calendar Year Returns
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Best Quarter
Worst Quarter

0 5 10 15 20 25%

Quarter Total
Ended Return

6/30/03 8.26%
12/31/08 -10.00%

The fund’s return for the six months ended 6/30/09 was 8.11%.

Average Annual Total Returns

Income Fund
Returns before taxes

Returns after taxes on distributions

Returns after taxes on distributions
and sale of fund shares

Dow Jones Moderately
Conservative Portfolio Index

Combined Index Portfolio®

1 year

-18.39%
-19.56

-11.62

-15.27
-15.45

Periods ended
December 31, 2008

5 years

1.46%
0.27

0.71

2.58
2.02

Since Inception
(9/30/02)

4.37%
3.20

3.20

5.90
4.38

a Combined Index Portfolio is an unmanaged portfolio composed of 30% bonds (Barclays Capital U.S. Aggregate

Index), 40% stocks (32% Russell 3000 Index, 8% MSCI All Country World Ex-US Index), 30% cash (Citigroup 3-month
Treasury Bill Index). The indices and percentages may vary over time.

Updated performance information is available through troweprice.com or may be

obtained by calling 1-800-225-5132.

Management

Investment Adviser T. Rowe Price Associates, Inc. (T. Rowe Price).

Portfolio Manager Jerome A. Clark and Edmund M. Notzon III are Co-chairmen of
the fund’s Investment Advisory Committee. Mr. Clark joined T. Rowe Price in 1992

and Mr. Notzon joined T. Rowe Price in 1989.
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Purchase and Sale of Fund Shares

The following shows the fund’s investment minimums for various types of accounts:

Minimum Minimum subsequent
Type of Account initial purchase purchase

Accounts investing through Automatic Asset
Builder $0 $50

IRAs and retirement plan accounts, Uniform Gifts
to Minors Act or Uniform Transfers to Minors Act
(UGMA/UTMA) accounts, and Education Savings
Accounts (ESAs) 1,000 50

All other accounts 2,500 100

You may sell all or a portion of the shares in your account at any time by writing us,
calling us, or accessing your account online. Redemption proceeds of less than $5,000
sent by wire are subject to a $5 fee paid to the fund.

If you are purchasing fund shares through an intermediary such as a broker-dealer or
bank, contact your intermediary for trade deadlines and the applicable policies for pur-
chasing, selling or exchanging your shares as well as initial and subsequent investment
minimums.

Tax Information

The fund declares dividends daily and pays them on the first business day of each
month. Any capital gains are declared and paid annually, usually in December. Fund
distributions may be taxed as ordinary income or capital gains, unless you invest
through an IRA, 401(k) plan, or other tax-deferred account.

Payments to Broker-Dealers and Other Financial Intermediaries

The fund may pay third-party intermediaries, such as broker-dealers or banks, for per-
forming shareholder and administrative services for underlying shareholders holding
shares of the fund in accounts with the intermediary. These payments may create a
conflict of interest by influencing the broker-dealer or other intermediary to recom-
mend the fund over another investment.



INFORMATION ABOUT ACCOUNTS IN
T. ROWE PRICE FUNDS

As a T. Rowe Price shareholder, you will want to know about the following policies and
procedures that apply to the T. Rowe Price family of stock, bond, and money funds.

PRICING SHARES AND RECEIVING SALE PROCEEDS

How and When Shares Are Priced

The share price (also called “net asset value” or NAV) for all funds is calculated at the
close of the New York Stock Exchange, normally 4 p.m. ET, each day that the exchange
is open for business. To calculate the NAV, the fund’s assets are valued and totaled, lia-
bilities are subtracted, and the balance, called net assets, is divided by the number of
shares outstanding. Market values are used to price stocks and bonds. Market values
represent the prices at which securities actually trade or evaluations based on the judg-
ment of the fund’s pricing services. If a market value for a security is not available, the
fund will make a good faith effort to assign a fair value to the security by taking into
account factors that have been approved by the fund’s Board of Directors/Trustees. This
value may differ from the value the fund receives upon sale of the securities. Amortized
cost is used to price securities held by money funds and certain other debt securities
held by a fund. Investments in mutual funds are valued at the closing NAV per share of
the mutual fund on the day of valuation.

Non-U.S. equity securities are valued on the basis of their most recent closing market
prices at 4 p.m. ET except under the circumstances described below. Most foreign mar-
kets close before 4 p.m. ET. For securities primarily traded in the Far East, for example,
the most recent closing prices may be as much as 15 hours old at 4 p.m. ET. If a fund
determines that developments between the close of a foreign market and 4 p.m. ET
will, in its judgment, materially affect the value of some or all of the fund’s securities,
the fund will adjust the previous closing prices to reflect what it believes to be the fair
value of the securities as of 4 p.m. ET. In deciding whether to make these adjustments,
the fund reviews a variety of factors, including developments in foreign markets, the
performance of U.S. securities markets, and the performance of instruments trading in
U.S. markets that represent foreign securities and baskets of foreign securities. The
fund may also fair value securities in other situations, for example, when a particular
foreign market is closed but the fund is open. The fund uses outside pricing services to
provide it with closing market prices and information used for adjusting those prices.
The fund cannot predict how often it will use closing prices and how often it will adjust
those prices. As a means of evaluating its fair value process, the fund routinely com-
pares closing market prices, the next day’s opening prices in the same markets, and
adjusted prices. Other mutual funds may adjust the prices of their securities by differ-
ent amounts.
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The various ways you can buy, sell, and exchange shares are explained at the end of this
prospectus and on the New Account Form. These procedures may differ for institutional and
employer-sponsored retirement accounts or if you hold your account through an
intermediary.

How Your Purchase, Sale, or Exchange Price Is Determined

If we receive your request in correct form by 4 p.m. ET, your transaction will be priced
at that business day’s NAV. If we receive it after 4 p.m. ET, it will be priced at the next
business day’s NAV.

The funds generally do not accept orders that request a particular day or price for a
transaction or any other special conditions.

Fund shares may be purchased through various third-party intermediaries including
banks, brokers, and investment advisers. Where authorized by a fund, orders will be
priced at the NAV next computed after receipt by the intermediary. Consult your inter-
mediary to determine when your orders will be priced. The intermediary may charge a
fee for its services.

When authorized by the fund, certain financial institutions or retirement plans pur-
chasing fund shares on behalf of customers or plan participants through Financial
Institution Services or Retirement Plan Services may place a purchase order unaccom-
panied by payment. Payment for these shares must be received by the time designated
by the fund (not to exceed the period established for settlement under applicable regu-
lations). If payment is not received by this time, the order may be canceled. The finan-
cial institution or retirement plan is responsible for any costs or losses incurred by the
fund or T. Rowe Price if payment is delayed or not received.

Note: The time at which transactions and shares are priced and the time until which
orders are accepted may be changed in case of an emergency or if the New York Stock
Exchange closes at a time other than 4 p.m. ET. There may be times when you are
unable to contact us by telephone or access your account online due to extreme market
activity, the unavailability of the T. Rowe Price Web site, or other circumstances.
Should this occur, your order must still be placed and accepted prior to the time the
New York Stock Exchange closes to be priced at that business day’s NAV.

How You Can Receive the Proceeds From a Sale

When filling out the New Account Form, you may wish to give yourself the widest range of
options for receiving proceeds from a sale.

If your request is received by 4 p.m. ET (on a business day) in correct form, proceeds
are usually sent on the next business day. Proceeds can be sent to you by mail or to
your bank account by Automated Clearing House (ACH) transfer or bank wire. ACH is
an automated method of initiating payments from, and receiving payments in, your
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financial institution account. Proceeds sent by ACH transter are usually credited the
second business day after the sale. Proceeds sent by bank wire should be credited to
your account the first business day after the sale.

Exception Under certain circumstances and when deemed to be in a fund’s best inter-
est, your proceeds may not be sent for up to seven calendar days after we receive your
redemption request.

If for some reason we cannot accept your request to sell shares, we will contact you.

Contingent Redemption Fee

Short-term trading can disrupt a fund’s investment program and create additional costs
for long-term shareholders. For these reasons, certain T. Rowe Price funds, listed in the
following table, assess a fee on redemptions (including exchanges), which reduces the
proceeds from such redemptions by the amounts indicated:

T. Rowe Price Funds With Redemption Fees
Fund Redemption fee Holding period
Africa & Middle East 2% 90 days or less
Diversified Small-Cap Growth 1% 90 days or less
Emerging Europe & Mediterranean 2% 90 days or less
Emerging Markets Bond 2% 90 days or less
Emerging Markets Stock 2% 90 days or less
Equity Index 500 0.5% 90 days or less
European Stock 2% 90 days or less
Extended Equity Market Index 0.5% 90 days or less
Global Large-Cap Stock 2% 90 days or less
Global Real Estate 2% 90 days or less
Global Stock 2% 90 days or less
High Yield 1% 90 days or less
International Bond 2% 90 days or less
International Discovery 2% 90 days or less
International Equity Index 2% 90 days or less
International Growth & Income 2% 90 days or less
International Stock 2% 90 days or less
Japan 2% 90 days or less
Latin America 2% 90 days or less
New Asia 2% 90 days or less
Overseas Stock 2% 90 days or less
Real Estate 1% 90 days or less
Small-Cap Value 1% 90 days or less
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T. Rowe Price Funds With Redemption Fees (Continued)
Fund Redemption fee Holding period
Spectrum International 2% 90 days or less
Tax-Efficient Equity 1% less than 365 days
Total Equity Market Index 0.5% 90 days or less
U.S. Bond Index 0.5% 90 days or less

Redemption fees are paid to a fund to deter short-term trading, offset costs, and protect
the fund’s long-term shareholders. Subject to the exceptions described on the following
pages, all persons holding shares of a T. Rowe Price fund that imposes a redemption fee
are subject to the fee, whether the person is holding shares directly with a T. Rowe
Price fund, through a retirement plan for which T. Rowe Price serves as recordkeeper,
or indirectly through an intermediary, such as a broker, bank, investment adviser,
recordkeeper for retirement plan participants, or any other third party.

Computation of Holding Period

When an investor sells shares of a fund that assesses a redemption fee, T. Rowe Price
will use the “first-in, first-out” (FIFO) method to determine the holding period for the
shares sold. Under this method, the date of redemption or exchange will be compared
with the earliest purchase date of shares held in the account. For a fund with a 365-day
holding period, a redemption fee will be charged on shares sold before the end of the
required holding period. For funds with a 90-day holding period, a redemption fee will
be charged on shares sold on or before the end of the required holding period. For
example, if you redeem your shares on or before the 90th day from the date of pur-
chase, you will be assessed the redemption fee. If you purchase shares through an inter-
mediary, consult your intermediary to determine how the holding period will be
applied.

Transactions Not Subject to Redemption Fees

The T. Rowe Price funds will not assess a redemption fee with respect to certain trans-
actions. As of the date of this prospectus, the following shares of T. Rowe Price funds
will not be subject to redemption fees:

1. Shares redeemed via an automated, systematic withdrawal plan;

2. Shares redeemed through or used to establish certain rebalancing or asset alloca-
tion programs or fund-of-funds products, if approved in writing by T. Rowe Price;

3. Shares purchased by the reinvestment of dividends or capital gain distributions;*
4. Shares converted from one share class to another share class of the same fund;*

5. Shares redeemed by a fund (e.g., for failure to meet account minimums or to cover
various fees, such as fiduciary fees);
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6. Shares purchased by rollover and changes of account registration within the same
fund;*

7. Shares redeemed to return an excess contribution in an IRA account;

8. Shares of T. Rowe Price funds purchased by certain other T. Rowe Price funds or
accounts managed by T. Rowe Price (please note that other shareholders of the
T. Rowe Price fund are still subject to the policy);

9. Shares transferred to T. Rowe Price or a third-party intermediary acting as a ser-
vice provider when the age of the shares cannot be determined systematically;*

10. Shares redeemed in retirement plans or other products that restrict trading to no
more frequently than once per quarter, if approved in writing by T. Rowe Price.

* Subsequent exchanges of these shares into funds that assess redemption fees will subject such shares to the fee.

Redemption Fees on Shares Held in Retirement Plans

If shares are held in a retirement plan, redemption fees will generally be assessed on
shares redeemed by exchange only if they were originally purchased by exchange.
However, redemption fees may apply to transactions other than exchanges depending
on how shares of the plan are held at T. Rowe Price or how the fees are applied by your
plan’s recordkeeper. To determine which of your transactions are subject to redemp-
tion fees, you should contact T. Rowe Price or your plan recordkeeper.

Omnibus Accounts

If your shares are held through an intermediary in an omnibus account, T. Rowe Price
relies on the intermediary to assess the redemption fee on underlying shareholder
accounts. T. Rowe Price seeks to identify intermediaries establishing omnibus accounts
and to enter into agreements requiring the intermediary to assess the redemption fees.
There are no assurances that T. Rowe Price will be successful in identifying all interme-
diaries or that the intermediaries will properly assess the fees. Intermediaries who are
unable to implement redemption fees due to system limitations must either (1) imple-
ment short-term trading restrictions approved by T. Rowe Price until they have the sys-
tem capabilities to assess the fees or (2) set forth an implementation plan acceptable to
T. Rowe Price.

Certain intermediaries may not apply the exemptions previously listed to the redemp-
tion fee policy; all redemptions by persons trading through such intermediaries may be
subject to the fee. Certain intermediaries may exempt transactions not listed from
redemption fees, if approved by T. Rowe Price. Persons redeeming shares through an
intermediary should check with their respective intermediary to determine which
transactions are subject to the fees.
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USEFUL INFORMATION ON DISTRIBUTIONS AND TAXES

To the extent possible, all net investment income and realized capital gains are distributed
to shareholders.

Dividends and Other Distributions

Dividend and capital gain distributions are reinvested in additional fund shares in your
account unless you select another option on your New Account Form. Reinvesting dis-
tributions results in compounding, that is, receiving income dividends and capital gain
distributions on a rising number of shares.

Distributions not reinvested are paid by check or transmitted to your bank account via
ACH. If the U.S. Post Office cannot deliver your check, or if your check remains
uncashed for six months, the fund reserves the right to reinvest your distribution check
in your account at the NAV on the day of the reinvestment and to reinvest all subse-
quent distributions in shares of the fund. Interest will not accrue on amounts repre-
sented by uncashed distributions or redemption checks.

The following table provides details on dividend payments:
Dividend Payment Schedule
Fund Dividends

Money funds ® Purchases received by T. Rowe Price by noon ET via wire begin
to earn dividends on that day. Other shares normally begin to
earn dividends on the business day after payment is received
by T. Rowe Price.

® Declared daily and paid on the first business day of each
month.

Bond funds e Shares normally begin to earn dividends on the business day
after payment is received by T. Rowe Price.
e Declared daily and paid on the first business day of each
month.
These stock funds only: ® Declared and paid quarterly, if any, in March, June, Septem-
ber, and December.

® Balanced ® Must be a shareholder on the dividend record date.
¢ Dividend Growth

® Equity Income

® Equity Index 500

® Global Real Estate

® Growth & Income

e Personal Strategy Balanced

e Personal Strategy Income

® Real Estate
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Dividend Payment Schedule (Continued)
Fund Dividends

Retirement and Spectrum Funds:

® Retirement Income and e Shares normally begin to earn dividends on the business day
Spectrum Income after payment is received by T. Rowe Price.
e Declared daily and paid on the first business day of each
month.
e All others e Declared and paid annually, if any, generally in December.

® Must be a shareholder on the dividend record date.

Other stock funds ¢ Declared and paid annually, if any, generally in December.

® Must be a shareholder on the dividend record date.

Bond or money fund shares will earn dividends through the date of redemption. Shares
redeemed on a Friday or prior to a holiday (other than wire redemptions for money
funds received before noon ET) will continue to earn dividends until the next business
day. Generally, if you redeem all of your bond or money fund shares at any time during
the month, you will also receive all dividends earned through the date of redemption in
the same check. When you redeem only a portion of your bond or money fund shares,
all dividends accrued on those shares will be reinvested, or paid in cash, on the next
dividend payment date.

If you purchase and sell your shares through an intermediary, consult your intermedi-
ary to determine when your shares begin and stop accruing dividends; the information
previously described may vary.

Capital Gain Payments

If a fund has net capital gains for the year (after subtracting any capital losses), they are
usually declared and paid in December to shareholders of record on a specified date
that month. If a second distribution is necessary, it is paid the following year.

Capital gain payments are not expected from money funds, which are managed to
maintain a constant share price.

A capital gain or loss is the difference between the purchase and sale price of a security.
Tax Information
You will be sent information for your tax filing needs on a timely basis.

If you invest in the fund through a tax-deferred account, such as an IRA, you will not
be subject to tax on dividends and distributions from the fund or the sale of fund
shares if those amounts remain in the tax-deferred account. You may receive a Form
1099-R or other IRS forms, as applicable, if any portion of the account is distributed to
you.
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If you invest in the fund through a taxable account, you will generally be subject to tax
when:

* You sell fund shares, including an exchange from one fund to another.
¢ The fund makes a distribution to your account.

Additional information about the taxation of dividends for certain T. Rowe Price funds
is listed below:

Tax-Free and Municipal Funds

o Regular monthly dividends (including those from the state-specific tax-free funds) are expected to
be exempt from federal income taxes.

® Exemption is not guaranteed, since the fund has the right under certain conditions to invest in
nonexempt securities.

* A fund may invest in Build America Bonds authorized by the American Recovery and Reinvestment
Act of 2009, as well as other qualified tax credit bonds. Investments in these bonds will result in
taxable interest income, although the federal income tax on such interest income may be fully or
partially offset by the specified tax credits that are available to the bondholders. A fund may elect
to pass through to the shareholders taxable interest income and any corresponding tax credits.
Any available tax credits—which are also included in federal taxable income —can generally be
used to offset federal regular income tax and alternative minimum tax, but those tax credits are
generally not refundable.

o Tax-exempt dividends paid to Social Security recipients may increase the portion of benefits that
is subject to tax.

o For state-specific funds, the monthly dividends you receive are expected to be exempt from state
and local income tax of that particular state. For other funds, a small portion of your income divi-
dend may be exempt from state and local income taxes.

¢ |f a fund invests in certain “private activity” bonds not exempt from alternative minimum tax
(AMT), shareholders who are subject to the AMT must include income generated by those bonds in
their AMT calculation. Private activity bonds that are issued in 2009 and 2010, and refunding
bonds issued in 2009 and 2010 to refund private activity bonds that were issued from the begin-
ning of 2004 to the end of 2008, are exempt from AMT. The portion of a fund’s income dividend
that should be included in your AMT calculation, if any, will be reported to you in January on Form
1099-INT.

For individual shareholders, a portion of ordinary dividends representing “qualified
dividend income” received by the fund may be subject to tax at the lower rate applica-
ble to long-term capital gains, rather than ordinary income. You may report it as “qual-
ified dividend income” in computing your taxes provided you have held the fund
shares on which the dividend was paid for more than 60 days during the 121-day
period beginning 60 days before the ex-dividend date. Ordinary dividends that do not
qualify for this lower rate are generally taxable at the investor’s marginal income tax
rate. This includes the portion of ordinary dividends derived from interest, short-term
capital gains, distributions from nonqualified foreign corporations, and dividends
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received by the fund from stocks that were on loan. Little, if any, of the ordinary divi-
dends paid by the Global Real Estate Fund, Real Estate Fund, or the bond and money
funds is expected to qualify for this lower rate.

For corporate shareholders, a portion of ordinary dividends may be eligible for the
70% deduction for dividends received by corporations to the extent the fund’s income
consists of dividends paid by U.S. corporations. Little, if any, of the ordinary dividends
paid by the international funds or the bond and money funds is expected to qualify for
this deduction.

Taxes on Fund Redemptions
When you sell shares in any fund, you may realize a gain or loss. An exchange from one
fund to another is also a sale for tax purposes.

In January, if applicable, you will be sent Form 1099-B indicating the date and amount
of each sale you made in the fund during the prior year. This information will also be
reported to the IRS. For most new accounts or those opened by exchange in 1984 or
later, we will provide you with the gain or loss on the shares you sold during the year
based on the average cost single category method. This information is not reported to
the IRS, and you do not have to use it. You may calculate the cost basis using other
methods acceptable to the IRS, such as specific identification.

To help you maintain accurate records, we will send you a confirmation promptly fol-
lowing each transaction you make (except for systematic purchases and redemptions)

and a year-end statement detailing all of your transactions in each fund account during
the year.

Taxes on Fund Distributions

In January, if applicable, you will be sent a Form 1099-DIV, Form 1099-INT, or other
IRS forms, as required, indicating the tax status of any income dividends, dividends
exempt from federal income taxes, and capital gain distributions made to you. This
information will be reported to the IRS. Taxable distributions are generally taxable to
you in the year in which they are paid. Your bond or money fund dividends for each
calendar year will include dividends accrued up to the first business day of the next cal-
endar year. You will be sent any additional information you need to determine your
taxes on fund distributions, such as the portion of your dividends, if any, that may be
exempt from state and local income taxes. Dividends from tax-free funds are generally
expected to be tax-exempt.

The tax treatment of a capital gain distribution is determined by how long the fund held
the portfolio securities, not how long you held the shares in the fund. Short-term (one
year or less) capital gain distributions are taxable at the same rate as ordinary income,

and gains on securities held more than one year are taxed at the lower rates applicable
to long-term capital gains. If you realized a loss on the sale or exchange of fund shares
that you held six months or less, your short-term capital loss must be reclassified as a

long-term capital loss to the extent of any long-term capital gain distributions received
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during the period you held the shares. If you realized a loss on the sale or exchange of
tax-free fund shares held six months or less, your capital loss is reduced by the tax-
exempt dividends received on those shares. For funds investing in foreign securities,
distributions resulting from the sale of certain foreign currencies, currency contracts,
and the foreign currency portion of gains on debt securities are taxed as ordinary
income. Net foreign currency losses may cause monthly or quarterly dividends to be
reclassified as a return of capital.

If the fund qualifies and elects to pass through nonrefundable foreign income taxes
paid to foreign governments during the year, your portion of such taxes will be
reported to you as taxable income. However, you may be able to claim an offsetting
credit or deduction on your tax return for those amounts. There can be no assurance
that a fund will meet the requirements to pass through foreign income taxes paid.

Taxable distributions are subject to tax whether reinvested in additional shares or received
in cash.

If a fund invests in Build America Bonds, authorized by the American Recovery and
Reinvestment Act of 2009, or other qualified tax credit bonds and elects to pass
through the corresponding interest income and any available tax credits, you will need
to report both the interest income and any such tax credits as taxable income. You may
be able to claim the tax credits on your federal tax return as an offset to your income
tax (including alternative minimum tax) liability, but the tax credits are generally not
refundable. There is no assurance, however, that a fund will elect to pass through the
income and credits.

The following table provides additional details on distributions for certain funds:

Taxes on Fund Distributions

Tax-Free and Municipal Funds

® Gains realized on the sale of market discount bonds with maturities beyond one year may be
treated as ordinary income and cannot be offset by other capital losses.

® Payments received or gains realized on certain derivative transactions may result in taxable ordi-
nary income or capital gain.

® To the extent the fund makes such investments, the likelihood of a taxable distribution will be
increased.




T. ROWE PRICE 94

Taxes on Fund Distributions (Continued)
Inflation Protected Bond Fund

¢ |nflation adjustments on Treasury inflation protected securities exceeding deflation adjustments
for the year will be distributed to you as a short-term capital gain resulting in ordinary income.

 In computing the distribution amount, the fund cannot reduce inflation adjustments by short- or
long-term capital losses from the sales of securities.

¢ Net deflation adjustments for a year may result in all or a portion of dividends paid earlier in the
year being treated as a return of capital.

Retirement and Spectrum Funds

e Distributions by the underlying funds and changes in asset allocations may result in taxable distri-
butions of ordinary income or capital gains.

Tax Consequences of Hedging

Entering into certain options, futures, swaps, and forward foreign exchange contracts
and transactions may result in the application of the mark-to-market and straddle pro-
visions of the Internal Revenue Code. These provisions could result in a fund being
required to distribute gains on such transactions even though it did not close the con-
tracts during the year or receive cash to pay such distributions. The fund may not be
able to reduce its distributions for losses on such transactions to the extent of unreal-
ized gains in offsetting positions.

Tax Effect of Buying Shares Before an Income Dividend or Capital Gain Distribution

If you buy shares shortly before or on the “record date”—the date that establishes you as
the person to receive the upcoming distribution—you may receive a portion of the
money you just invested in the form of a taxable distribution. Therefore, you may wish
to find out a fund’s record date before investing. Of course, a fund’s share price may, at
any time, reflect undistributed capital gains or income and unrealized appreciation,
which may result in future taxable distributions. Such distributions can occur even in a
year when the fund has a negative return.

TRANSACTION PROCEDURES AND SPECIAL REQUIREMENTS

Following these procedures helps assure timely and accurate transactions.

Purchase Conditions

Nonpayment If you pay with a check or ACH transfer that does not clear or if your
payment is not received in a timely manner, your purchase may be canceled. You will
be responsible for any losses or expenses incurred by the fund or transfer agent, and
the fund can redeem shares you own in this or another identically registered T. Rowe
Price account as reimbursement. The fund and its agents have the right to reject or can-
cel any purchase, exchange, or redemption due to nonpayment.
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U.S. Dollars All purchases must be paid for in U.S. dollars; checks must be drawn on
U.S. banks.

Sale (Redemption) Conditions

Holds on Immediate Redemptions: 10-day Hold If you sell shares that you just pur-
chased and paid for by check or ACH transfer, the fund will process your redemption
but will generally delay sending you the proceeds for up to 10 calendar days to allow
the check or transfer to clear. If, during the clearing period, we receive a check drawn
against your newly purchased shares, it will be returned marked “uncollected.” (The
10-day hold does not apply to purchases paid for by bank wire or automatic purchases
through your paycheck.)

Telephone and Online Account Transactions You may access your account and con-
duct transactions using the telephone or a computer. The T. Rowe Price funds and
their agents use reasonable procedures to verify the identity of the shareholder. If these
procedures are followed, the funds and their agents are not liable for any losses that
may occur from acting on unauthorized instructions. A confirmation is sent promptly
after a transaction. Please review it carefully and contact T. Rowe Price immediately
about any transaction you believe to be unauthorized. Telephone conversations are
recorded.

Large Redemptions Large redemptions can adversely affect a portfolio manager’s abil-
ity to implement a fund’s investment strategy by causing the premature sale of securi-
ties that would otherwise be held longer. Therefore, the fund reserves the right
(without prior notice) to pay all or part of redemption procee