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V A L U E  L I N E  F U N D  S U M M A R Y

Investment objectives

The Fund’s primary investment objective is long-term growth of
capital. Current income is a secondary investment objective.

Fees and expenses

This table describes the fees and expenses that you may pay if
you buy and hold shares of the Fund. There are no shareholder
fees (fees paid directly from your investment) when you buy
and sell shares of the Fund. Future expenses may be greater or
less.

Annual Fund Operating Expenses (expenses that you pay each year as a percentage of the value of
your investment)

Management Fee 0.69%
Distribution and Service (12b-1) Fees(1) 0.25%
Other Expenses 0.32%
Total Annual Fund Operating Expenses 1.26%

(1) The expense information in the table has been restated to reflect the elimination of the
Fund’s 12b-1 fee waiver, effective August 1, 2013, as if such waiver had been eliminated
prior to the start of the Fund’s fiscal year ended December 31, 2013. If not restated, the
Fund’s expenses reflected in the table would be lower.

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 whether or not you
redeem all of your shares at the end of those periods. The example also assumes
that your investment has a 5% return each year and that the Fund’s operating
expenses remain the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 year 3 years 5 years 10 years
Value Line Fund $128 $400 $692 $1,523

2
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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 7% of the average value of
its portfolio.

  Principal investment strategies of the Fund

To achieve the Fund’s investment objectives, EULAV Asset
Management (the “Adviser”) invests substantially all of the
Fund’s net assets in common stocks. While the Fund is actively
managed by the Adviser, the Adviser relies primarily on the
rankings of companies by the Value Line Timeliness™ Ranking
System (the “Ranking System”) in selecting securities for
purchase or sale. The Ranking System is a proprietary
quantitative system that compares an estimate of the probable
market performance of each stock within a universe during the
next six to twelve months to that of all stocks within that
universe and ranks stocks on a scale of 1 (highest) to 5
(lowest). The universe followed by the Ranking System
consists of stocks of approximately 1,700 companies
accounting for approximately 95% of the market
capitalization of all stocks traded on the U.S. securities
exchanges. All the stocks followed by the Ranking System are
listed on U.S. stock exchanges or traded in the U.S.
over-the-counter markets. The Fund’s investments principally
are selected from common stocks ranked 1, 2 or 3 by the
Ranking System at the time of purchase. Apart from the
diversification requirements of the Investment Company Act
of 1940 (the “1940 Act”) applicable to diversified funds (which
generally means that it will not invest more than 5% of its
total assets in the stocks of any one company), the Fund is not
subject to any limit on the percentage of its assets that may be
invested in any particular stock. Because the Adviser relies on
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the Ranking System in managing the Fund’s portfolio, the
Fund is not limited to investments according to a company’s
size.

The Adviser may sell securities for a variety of reasons, such
as to secure gains, limit losses or redeploy assets into more
promising opportunities.

As described above, the Adviser relies primarily on the
rankings of companies by the Ranking System in selecting
stocks for the Fund, but has discretion, including whether and
which ranked stocks to include within the Fund’s portfolio,
whether and when to buy or sell stocks based upon changes in
their rankings, and the frequency and timing of rebalancing
the Fund’s portfolio. The Adviser will determine the
percentage of the Fund’s assets invested in each stock based on
the stock’s relative attractiveness.

3
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  Principal risks of investing in the Fund

Investing in any mutual fund involves risk, including the risk
that you may receive little or no return on your investment,
and that you may lose money. Therefore, before you invest in
the Fund you should carefully evaluate the risks.

■ Market Risk. The chief risk that you assume when investing
in the Fund is market risk, which is the possibility that the
securities in a certain market will decline in value because of
factors such as economic conditions. Market risk may affect a
single issuer, an industry, a sector of the economy or the
market as a whole.

■ Equity Securities. Equity securities represent ownership in a
corporation and their prices fluctuate for a number of reasons
including issuer-specific events, market perceptions and
general movements in the equity markets. The resulting
fluctuation in the price of equity securities may take the form
of a drastic movement or a sustained trend. If an issuer is
liquidated or declares bankruptcy, the claims of owners of
bonds will take precedence over the claims of owners of
common stocks. Historically, the prices of equity securities
have fluctuated more than bond prices.

■ Ranking System Risk. The Adviser’s use of the results of the
Ranking Systems in managing the Fund involves the risk that
the Ranking Systems may not have the predictive qualities
anticipated by the Adviser or that over certain periods of time
the price of securities not covered by the Ranking Systems, or
lower ranked securities, may appreciate to a greater extent
than those securities in the Fund’s portfolio.

■ Active Management Risk. Because the Fund is actively
managed, its investment return depends on the ability of the
Adviser to manage its portfolio successfully. There can be no
guarantee that the Adviser’s investment strategies will produce
the desired results.
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An investment in the Fund is not a complete investment
program and you should consider it just one part of your total
investment program. An investment in the Fund is not insured
or guaranteed by the Federal Deposit Insurance Corporation
or any other governmental agency. For a more complete
discussion of risk, please turn to page 44.

4
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Fund performance

This bar chart and table can help you evaluate the potential risks
of investing in the Fund. The bar chart below shows how returns
for the Fund’s shares have varied over the past ten calendar years,
and the table below shows the average annual total returns
(before and after taxes) of these shares for one, five, and ten
years. These returns are compared to the performance of the S&P
500® Index, which is a broad based market index. The Fund’s
past performance (before and after taxes) is not necessarily an
indication of how it will perform in the future. Updated
performance information is available at: www.vlfunds.com.

Total returns (before taxes) as of 12/31 each year (%)

Best Quarter:     Q4 2004    +13.28
Worst Quarter:  Q4 2008    –27.78

After-tax returns in the table below 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, and after-tax returns shown are not
relevant to investors who hold their Fund shares through
tax-deferred arrangements, such as 401(k) plans or Individual
Retirement Accounts (“IRA”).

5
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Average Annual Total Returns for the Periods Ended December 31, 2013

1 year 5 years 10 years
Return before taxes 30.86% 16.87% 5.45%
Return after taxes on distributions 30.73% 16.84% 4.02%
Return after taxes on distributions and sale
of Fund shares

17.58% 13.69% 4.03%

S&P 500 Index (reflects no deduction for
fees, expenses or taxes) 32.38% 17.94% 7.40%

Management

Investment Adviser. The Fund’s investment adviser is EULAV
Asset Management.

Portfolio Manager. Stephen E. Grant is primarily responsible
for the day-to-day management of the Fund’s portfolio. Mr.
Grant has been the Fund’s portfolio manager since 2009.

Purchase and sale of Fund shares

Minimum initial investment in the Fund: $1,000.

Minimum additional investment in the Fund: $100.

The Fund’s shares are redeemable and you may redeem your
shares (sell them back to the Fund) through your
broker-dealer, financial advisor or financial intermediary, by
telephone or by mail, by writing to: Value Line Funds, c/o
Boston Financial Data Services, Inc., P.O. Box 219729,
Kansas City, MO 64121.9729. See “How to sell shares” on page
56.

Tax Information and Financial Intermediary Compensation

For important information about taxes and financial
intermediary compensation, please turn to “All Funds – Tax
Information and Financial Intermediary Compensation” on page
31.

6
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V A L U E  L I N E  C O R E  B O N D  F U N D  S U M M A R Y

Investment objectives

The Fund’s investment objective is to maximize current income.
Capital appreciation is a secondary objective but only when
consistent with the Fund’s primary objective.

Fees and expenses

This table describes the fees and expenses that you may pay if
you buy and hold shares of the Fund. There are no shareholder
fees (fees paid directly from your investment).

Annual Fund Operating Expenses (expenses that you pay each year as a percentage of the value of
your investment)

Management Fees 0.50%
Distribution and Service (12b-1) Fees 0.25%
Other Expenses(1)(2) 0.55%
Total Annual Fund Operating Expenses(1) 1.30%
Less Management Fee and 12b-1 Fee Waivers(3) –0.15%
Net Expenses(1) 1.15%

(1) In 2013, the Fund changed its fiscal year end from January
31 to December 31. Expenses have been annualized for the
11-month period ended December 31, 2013.

(2) In accordance with applicable requirements, “Other Expenses” do not include extraordinary
expenses incurred by your Fund in connection with the reorganization of Value Line U.S.
Government Securities Fund, Inc. into your Fund. Had such expenses been included in the table,
“Other Expenses” would have been higher.

(3) The Adviser has contractually agreed to waive a portion of the Fund’s management fee so that the
management fee rate equals 0.40% of the Fund’s average daily net assets. The Distributor has
contractually agreed to waive a portion of the Fund’s Rule 12b-1 fees in an amount equal to 0.05%
of the Fund’s average daily net assets. These waivers cannot be modified or terminated before June
30, 2015 without the approval of the Fund’s Board. There is no assurance that the Distributor or
the Adviser, as applicable, will extend the fee waiver beyond June 30, 2015. The expense
information in the table has been restated to reflect the change in the Fund’s 12b-1 fee waiver,
effective June 1, 2013, as if in effect throughout the Fund’s fiscal year ended December 31, 2013.
If not restated, the Fund’s expenses reflected in the table would be lower.
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Example

This example is intended to help you compare the cost of investing in the Fund to
the cost of investing in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated whether or not you redeem all
of your shares at the end of those periods. The example also assumes that your
investment has a 5% return each year and that the Fund’s operating expenses
remain the same except in year one. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

1 year 3 years 5 years 10 years
Value Line Core Bond Fund $117 $397 $699 $1,555

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 61% of the average value of its
portfolio.

Principal investment strategies of the Fund

The Fund invests primarily in a diversified portfolio of primarily
investment grade bonds and other debt instruments. Sovereign
debt, or securities issued or secured by non-U.S. governments, as
well as securities issued by supranational agencies, may be held
by the Fund, provided the investments are U.S.
dollar-denominated.

Under normal circumstances, the Fund invests at least 80% of its
assets (including borrowings for investment purposes) in bonds
and other debt instruments (“80% Policy”). The Fund’s 80% Policy
may be changed without shareholder approval. However,
shareholders will be given notice at least 60 days prior to any
such change. The Fund may invest in debt instruments of any
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type, including corporate bonds, securities issued or guaranteed
by the U.S. government, its agencies or instrumentalities (U.S.
government securities), mortgage-backed securities, asset-backed
securities, and other fixed income securities.

8
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The Fund invests principally in debt obligations issued or guaranteed by the U.S.
government and by U.S. corporations. The U.S. government securities in which
the Fund may invest include a variety of securities that are issued or guaranteed as
to the payment of principal and interest by the U.S. government, and by various
agencies or instrumentalities that have been established or sponsored by the U.S.
government. The corporate debt obligations in which the Fund may invest include,
but are not limited to, bonds, notes, debentures, and commercial paper of U.S.
companies.

The Fund’s assets may also be invested in mortgage-backed securities issued or
guaranteed by the U.S. government, its agencies or instrumentalities, or by
government-sponsored corporations. Other mortgage-backed securities in which
the Fund may invest are issued by certain private, non-government entities. The
Fund may also invest in securities that are backed by assets such as receivables on
home equity and credit card loans, automobile, mobile home, recreational vehicle
and other loans, wholesale dealer floor plans, and leases.

The Adviser invests at least 80% of the Fund’s assets (including borrowings for
investment purposes) in debt securities that are investment grade at the time of
purchase, but may invest up to 20% of the Fund’s assets in debt securities that are
below investment grade (commonly called “high yield” or “junk” bonds). Investment
grade debt securities are rated within the four highest grades by at least one major
rating agency, such as Standard & Poor’s (at least BBB-), Moody’s (at least Baa3)
or Fitch (at least BBB-), or are determined by the Adviser to be of comparable
credit quality. The Fund estimates that the average credit quality rating of Fund
assets will be investment grade.

The Fund invests in debt securities of any maturity, and there is no limit on the
Fund’s maximum average portfolio maturity. The Fund estimates that the weighted
average maturity of its portfolio will range between three to fifteen years.

In deciding which securities to buy, hold or sell, the Adviser considers a number of
factors, including the issuer’s creditworthiness, economic prospects and interest
rate trends as well as the security’s credit rating.

9
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Principal risks of investing in the Fund

Investing in any mutual fund involves risk, including the risk that
you may receive little or no return on your investment, and that you
may lose part or all of your investment. Therefore, before you
invest in this Fund you should carefully evaluate the risks. The
price of Fund shares will increase and decrease according to
changes in the value of the Fund’s investments. The other principal
risks of investing in the Fund are:

■ Interest Rate and Reinvestment Risk. As with most bond funds,
the income on and market price of your shares in the Fund will
fluctuate along with interest rates. When interest rates rise, the
market prices of the debt securities the Fund owns usually decline
but the Fund’s income tends to decline. Such decline follows
quickly for most variable rate securities and eventually for fixed
rate securities as the Fund must reinvest the proceeds it receives
from existing investments (upon their maturity, prepayment,
buy-back, call, etc.) at a lower rate of interest or return. When
interest rates fall, the market prices of these securities usually
increase. Generally, the market price of debt securities with longer
durations or fixed rates of return will fluctuate more in response to
changes in interest rates than the market price of shorter-term
securities or variable rate debt securities, respectively.

■ Credit Risk. Debt securities are also subject to credit risk. Credit
risk is the risk that the issuer of a debt security will be unable to
make interest or principal payments on time. A debt security’s
credit rating reflects the credit risk associated with the debt
obligation. Generally, higher-rated debt securities involve lower
credit risk than lower-rated debt securities. Credit risk is often
higher for corporate, mortgage-backed, asset-backed and foreign
government debt securities than for U.S. Government debt
securities.

■ Below Investment Grade Credit. Below investment grade
securities (commonly called “high yield” or “junk” bonds) are
speculative and involve a greater risk of default and price change
due to changes in the issuer’s creditworthiness or the risky nature of
an investment for which limited or no recourse to the issuer is
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provided. The market prices of these debt securities usually
fluctuate more than that of investment grade debt securities and
may decline more significantly in periods of general economic
difficulty.

■ Mortgage-Backed/Asset-Backed Securities. Investing in
mortgage-backed and asset-backed securities poses additional
risks, principally with respect to increased interest rate risk,
prepayment risk and extension risk.

10
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■ Prepayment and Extension Risk. Many debt securities give the issuer the option to prepay
principal prior to maturity. During periods of falling interest rates, prepayments may
accelerate and the Fund may be forced to reinvest the proceeds at a lower interest rate.
When interest rates rise, the term of a debt security is at greater risk of extension because
rates of prepayments fall and rates of late payments and defaults rise. Extending the duration
of a security “locks in” lower interest rates if the extension occurs in a rising interest rate
environment.

■ Foreign Investments. Investing in foreign securities poses additional risks. The performance
of foreign securities can be adversely affected by the different political, regulatory and
economic environments in countries where the Fund invests, and fluctuations in foreign
currency exchange rates may also adversely affect the value of foreign securities. In
addition, emerging markets tend to be more volatile than the U.S. market or developed
foreign markets.

■ Active Management. Because the Fund is actively managed, its investment return depends
on the ability of the Adviser to manage its portfolio successfully. There can be no guarantee
that the Adviser’s investment strategies will produce the desired results.

An investment in the Fund is not a complete investment program and you should consider it
just one part of your total investment program. An investment in the Fund is not insured or
guaranteed by the Federal Deposit Insurance Corporation or any other governmental
agency. The Fund is not recommended for investors whose principal objective is long-term
growth. For a more complete discussion of risk, please turn to page 44.

11
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Fund performance

This bar chart and table can help you evaluate the potential risks
of investing in the Fund. The bar chart below shows how returns
for the Fund’s shares have varied over the past ten calendar years,
and the table below shows the average annual total returns
(before and after taxes) of these shares for one, five, and ten
years compared to the performance of two broad-based market
indices: the Barclays Capital U.S. Aggregate Bond Index and the
Barclays Capital U.S. Corporate High-Yield Bond Index. The
Fund’s past performance (before and after taxes) is not
necessarily an indication of how it will perform in the future.
Prior to December 10, 2012, the Fund was managed pursuant to a
different investment strategy and its performance for periods
prior to December 10, 2012 may be higher than that it may be
able to achieve under its current investment strategy. Updated
performance information is available at: www.vlfunds.com.

Total returns (before taxes) as of 12/31 each year (%)

Best Quarter:     Q2 2009    +11.97
Worst Quarter:  Q4 2008    –16.73

After-tax returns in the table below 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, and after-tax returns shown are not
relevant to investors who hold their Fund shares through
tax-deferred arrangements, such as 401(k) plans or individual
retirement accounts (“IRA”).
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Average annual total returns for periods ended December 31, 2013

1 year 5 years 10 years
Return before taxes –3.16% 11.85% 5.69%
Return after taxes on distributions –3.66% 9.87% 3.58%
Return after taxes on distributions and sale
of Fund shares –1.77% 8.66% 3.62%
Barclays Capital U.S. Aggregate Bond
Index
(reflects no deduction for fees, expenses or
taxes) –2.02% 4.44% 4.54%

Management

Investment Adviser. The Fund’s investment adviser is EULAV
Asset Management.

Portfolio Manager. Liane Rosenberg and Jeffrey Geffen are
primarily responsible for the day-to-day management of the
Fund’s portfolio. Ms. Rosenberg has been a portfolio manager
with the Adviser since 2009 and has been one of the Fund’s
portfolio managers since December 2012. Mr. Geffen has been a
portfolio manager with the Adviser since 2001 and has been one
of the Fund’s portfolio managers since December 2010.

Purchase and sale of Fund shares

Minimum initial investment in the Fund: $1,000.

Minimum additional investment in the Fund: $250.

The Fund’s shares are redeemable and you may redeem your
shares (sell them back to the Fund) through your broker-dealer,
financial advisor or financial intermediary, by telephone or by
mail by writing to: Value Line Funds, c/o Boston Financial Data
Services, Inc., P.O. Box 219729, Kansas City, MO 64121-9729.
See “How to Sell Shares” on Page 56.

Tax Information and Financial Intermediary Compensation
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For important information about taxes and financial
intermediary compensation, please turn to “All Funds – Tax
Information and Financial Intermediary Compensation” on page
31.
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V A L U E  L I N E  I N C O M E  A N D  G R O W T H  F U N D  S U M M A R Y

Investment objectives

The Fund’s primary investment objective is income, as high and
dependable as is consistent with reasonable risk. Capital growth
to increase total return is a secondary objective

Fees and expenses

This table describes the fees and expenses that you may pay if
you buy and hold shares of the Fund. There are no shareholder
fees (fees paid directly from your investment) when you buy
and sell shares of the Fund. Future expenses may be greater or
less.

Annual Fund Operating Expenses (expenses that you pay each year as a percentage of the value of
your investment)

Management Fees 0.67%
Distribution and Service (12b-1) Fees 0.25%
Other Expenses 0.24%
Total Annual Fund Operating Expenses 1.16%
Less: 12b-1 Fee Waiver(1) -0.05%
Net Expenses 1.11%

(1) Effective March 1, 2013 through June 30, 2015, EULAV Securities LLC (the
“Distributor”) has contractually agreed to waive a portion of the Fund’s 12b-1 fee in an
amount equal to 0.05% of the Fund’s average daily net assets. The waiver cannot be
modified or terminated before June 30, 2015 without the approval of the Fund’s Board of
Directors. There is no assurance that the Distributor will extend the fee waiver beyond
June 30, 2015.

Example

This example is intended to help you compare the cost of investing in the Fund to
the cost of investing in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated whether or not you redeem all
of your shares at the end of those periods. The example also assumes that your
investment has a 5% return each year and that the Fund’s operating expenses
remain the same except in year one. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:
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1 year 3 years 5 years 10 years
Value Line Income and Growth Fund $113 $364 $634 $1,405

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 27% of the average value of its
portfolio.

Principal investment strategies of the Fund

To achieve the Fund’s goals, EULAV Asset Management (the
“Adviser”) invests not less than 50% of the Fund’s net assets in
common or preferred stocks or securities convertible into
common stock which may or may not pay dividends. The
balance of the Fund’s net assets are primarily invested in U.S.
government securities, money market securities and investment
grade debt securities rated at the time of purchase from the
highest (AAA) to medium (BBB) quality. While the Fund is
actively managed by the Adviser, the Adviser relies primarily on
the rankings of companies by the Value Line Timeliness™
Ranking System or the Value Line Performance™ Ranking
System (the “Ranking Systems”) in selecting securities for
purchase or sale. The Ranking Systems are proprietary
quantitative systems that compare an estimate of the probable
market performance of each stock within a universe during the
next six to twelve months to that of all stocks within that
universe and ranks stocks on a scale of 1 (highest) to 5 (lowest).
The common stocks in which the Fund invests usually, as
measured by the number and total value of purchases, are
selected from those securities ranked 1, 2 or 3 by either Ranking
System at the time of purchase. Although the Fund can invest in
companies of any size, it generally invests in U.S. securities
issued by larger, more established companies (those with a
market capitalization of more than $5 billion).
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The Adviser may sell securities for a variety of reasons, such as
to secure gains, limit losses or redeploy assets into more
promising opportunities.
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As described above, the Adviser relies primarily on the rankings
of companies by the Ranking Systems in selecting stocks for the
Fund, but has discretion, including whether and which ranked
stocks to include within the Fund’s portfolio, whether and when
to buy or sell stocks based upon changes in their rankings, and
the frequency and timing of rebalancing the Fund’s portfolio. The
Adviser will determine the percentage of the Fund’s assets
invested in each stock based on the stock’s relative attractiveness.

Principal risks of investing in the Fund

Investing in any mutual fund involves risk, including the risk
that you may receive little or no return on your investment, and
that you may lose money. Therefore, before you invest in the
Fund you should carefully evaluate the risks.

■ Market Risk. The chief risk that you assume when investing in
the Fund is market risk, which is the possibility that the
securities in a certain market will decline in value because of
factors such as economic conditions. Market risk may affect a
single issuer, an industry, a sector of the economy or the market
as a whole.

■ Equity Securities. Equity securities represent ownership in a
corporation and their prices fluctuate for a number of reasons
including issuer-specific events, market perceptions and general
movements in the equity markets. The resulting fluctuation in
the price of equity securities may take the form of a drastic
movement or a sustained trend. If an issuer is liquidated or
declares bankruptcy, the claims of owners of bonds will take
precedence over the claims of owners of common stocks.
Historically, the prices of equity securities have fluctuated more
than bond prices.

■ Ranking System Risk. The Adviser’s use of the results of the
Ranking Systems in managing the Fund involves the risk that
the Ranking Systems may not have the predictive qualities
anticipated by the Adviser or that over certain periods of time
the price of securities not covered by the Ranking Systems, or
lower ranked securities, may appreciate to a greater extent than
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those securities in the Fund’s portfolio.

■ Active Management Risk. Because the Fund is actively
managed, its investment return depends on the ability of the
Adviser to manage its portfolio successfully. There can be no
guarantee that the Adviser’s investment strategies will produce
the desired results.
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■ Interest Rate and Reinvestment Risk. The income on and market
price of debt securities fluctuate with changes in interest rates. When
interest rates rise, the market prices of the debt securities the Fund
owns usually decline. When interest rates fall, the market prices of
debt securities usually increase, but the Fund’s income tends to
decline. Such decline follows quickly for most variable rate
securities and eventually for fixed rate securities as the Fund must
reinvest the proceeds it receives from existing investments (upon
their maturity, prepayment, buy-back, call, etc.) at a lower rate of
interest or return. Generally, the market price of debt securities with
longer durations or fixed rates of return will fluctuate more in
response to changes in interest rates than the market price of
shorter-term securities or variable rate debt securities, respectively.

■ Credit Risk. Credit risk is the risk that the issuer of a debt security
will be unable to make interest or principal payments on time. A
debt security’s credit rating reflects the credit risk associated with the
debt obligation. Generally, higher-rated debt securities involve lower
credit risk than lower-rated debt securities. Credit risk is often
greater for corporate, mortgage-backed, asset-backed, and foreign
government debt securities than for U.S. government debt securities.

An investment in the Fund is not a complete investment program
and you should consider it just one part of your total investment
program. An investment in the Fund is not insured or guaranteed by
the Federal Deposit Insurance Corporation or any other
governmental agency. For a more complete discussion of risk, please
turn to page 44.

Fund performance

This bar chart and table can help you evaluate the potential risks of
investing in the Fund. The bar chart below shows how returns for the
Fund’s shares have varied over the past ten calendar years, and the
table below shows the average annual total returns (before and after
taxes) of these shares for one, five, and ten years. These returns are
compared to the performance of a custom index comprised of the
returns of the S&P 500® Index (weighted 60%) and the Barclays
Capital U.S. Government/Credit Index (weighted 40%), which are
broad based equity and bond market indices, respectively. The
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Fund’s past performance (before and after taxes) is not necessarily an
indication of how it will perform in the future. Updated performance
information is available at: www.vlfunds.com.
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