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Jeremy Glaser: For Morningstar.com, I'm Jeremy Glaser.

I'm very pleased today to be joined by Larry Coats. He is a co-portfolio manager of RS Capital Appreciation.
Larry, thanks so much for taking the time today.

Larry Coats: Absolutely.

Glaser: So first off, | want to talk to you little bit about how you think about risk management. | know that you run a very
concentrated portfolio, a very high-conviction portfolio. How do you mitigate some of the risks of not owning a ton of different

names?

Coats: The interesting thing about managing the high-conviction portfolio is that it requires that you have to be, as an investor,
deliberate in every decision that you make. Not only the individual security selection, but the way you put those securities together in
the portfolio.

So, when you look at the Capital Appreciation Fund that we manage at RS, it's interesting to note that though the portfolio is what
some people might call highly concentrated, we view it as a high-conviction portfolio, it is still very diversified as we have exposure
across sectors.

And more importantly, as we look at the risk management, we're focused not on the sectors or industries but the value change in the
business lines themselves to make sure that we understand the risks that we're assuming in the security selection, in the price that
we pay, and in the portfolio representation that we're taking in the portfolio.

Glaser: When you're looking at individual securities and looking at individual companies, how focused are you on the quality of the
business and the competitive advantages that those businesses hold?

Coats: Jeremy, it's a great question. For us, it's all about advantaged businesses. Our goal is to find growing advantage businesses
and then wait for the opportunity to buy them at attractive valuations.

So, our sieve, if you will, begins with this notion of advantages: competitive, structural, and economic advantages. It's interesting in
that it somewhat relates to what Morningstar does on the equity side in its moat analysis, and if you look at the universe of
companies that we've defined as advantaged businesses, the best of those--a 100% of them are in the moat category at
Morningstar.

If you come to the good businesses, about 75% or 80% are in the moat category, and the better in the middle, they are still about
95% in that category. So, the universe that we are focused on is really, almost equivalent to the types of businesses that you are
looking for at Morningstar when you look at the moat characterization. And what we find there is that there plenty of opportunities for
us to buy growing advantaged businesses at very attractive valuations.
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Glaser: One of the things that's been interesting for us in slicing the market by moats has been performance in that throughout the
recovery the no-moat companies have just been beating the pants off of our narrow- and wide-moat, in performance, there has just
been pretty big delta there. Is that something you've seen in the way that you slice the market?

Coats: We have seen some of that. If you look back in '08 and '09, interestingly enough '08 we were very fortunate in that the quality
really performed well for us. In '09 we had somewhat of a separation from the pack in that the security selection we had really added
value there.

So far this year, what we see is that our good businesses--in the category of good, better, best--our good businesses have actually
outperformed the best businesses if you look at the universe.

In the last few weeks, we have seen some indication that perhaps there may be a shift there; ultimately it's our belief that growing
advantaged businesses really will attract higher valuations, and there are plenty of opportunities right now.

Glaser: So, are there any specific names that you have recently picked up that you can talk to us about today?

Coats: In terms of names that we have recently picked up, one that you and | were talking about as we began this conversation was
actually Coach.

It's not a new name to the portfolio. It's a long-standing name that we've had in the portfolio, but it's an excellent example of an
advantaged business. Competitive advantage it has a brand; structural advantage in terms of its ability to segment its customers
across various distribution channels. That's a brand that is both portable and scalable and it drives superior economics. We're
talking about 30% operating profit margins on a business that generates in excess of 60% gross profit margins, with only 25% of its
revenues outside of the U.S., but China being its fastest growth market right now, we see a significant amount of opportunity in the
business, and we've been rewarded in the stock price as well.

Glaser: Coach is known as an aspirational brand. There's lot of consumers who look to trade up to a Coach bag, to a Coach wallet,
whatever it might be. How is that aspirational consumer been performing? Have they been maybe a little bit more hesitant to spend
given all of the gloom and doom about employment and about income?

Coats: It's been really interesting to watch Coach, because you would have expected that to be the case. The reality is that the
average ticket at Coach is about $300. So when you consider it in the framework of affordable luxury, there's a significant amount of
white space between that average $300 ticket size and the average ticket for, say the classic European handbag companies, which
are going to be around $1,000 or $1,200. So what we've actually found is that while you may view it as people moving up into the
Coach brand, there has also been the opportunity for people to move down into the Coach brand as well.

When you consider that reach for the brand with also the opportunity they have to distribute through their retail stores as well as
their factory stores, they have demonstrated that they can move up and down that scale and adapt with the market. And it's worked
out extremely well for them, particularly over the last couple of years.

Glaser: You mentioned that China is one of the most important markets. How do you see the prospects of expanding into
continental Europe, expanding into other international arenas?

Coats: They are expanding as we speak into continental Europe. They're working on a couple of joint ventures now. China is a
rapidly growing market for them. They have exposure in Japan as well. Coach as a brand has demonstrated once again that it is
portable in terms of its appeal, and the business model is scalable, which is a very powerful combination when you look at a
relatively small platform from which they can grow. And we think that there's still a significant amount of opportunity for them to
leverage that one-two punch of the brand and the scalable business model. So, you'll see in continental Europe, you'll see rapid
growth in China; you'll see more measured growth in Europe. That's what we would expect.

Glaser: Larry, | want to thank you so much for speaking with me today.
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Coats: It's my pleasure.

Glaser: For Morningstar.com, I'm Jeremy Glaser.

View current performance: www.rsinvestments.com/performance/CoreGrowth-AShares.shtml

View current holdings: www.rsinvestments.com/Communications/PortfolioHoldings.htm

RS Investments had no editorial control over the content, subject matter, timing of the video and transcripts and is independent of
Morningstar and its publisher. The views reported in the video do not constitute investment advice. Investors should consult
investment professionals regarding their individual investment programs. Since the date of the video, economic and market
conditions and the portfolio manager’s views of the prospects of any particular investments may have changed.

This transcript is authorized by RS Investments for distribution only if preceded or accompanied by a current RS Funds
prospectus. You should consider the investment objectives, risks, charges, and expenses of the RS Funds carefully before
making an investment decision. The prospectus contains this and other information — please read it carefully before
investing or sending money.

Performance quoted represents past performance and does not guarantee future results. The Fund is the successor to the Oak
Value Fund; performance shown includes performance of the predecessor fund prior to September 7, 2010. Investment return and
principal value will fluctuate, so shares, when redeemed, may be worth more or less than their original cost. The Fund'’s total
gross/net annual operating expense ratio as of the most current prospectus for the Class A Shares is 1.34%/1.25%. The
performance “with maximum sales charge” reflects the current maximum sales charge of 4.75%. The net expense ratio reflects

a contractual expense limitation which will continue through 4/30/12. Please read the prospectus carefully for more information on
sales charges as they do not apply in all cases and if applied are reduced for larger purchases. Any sales charges are in addition
to the Fund’s fees and expenses as detailed in the Fund’s most current prospectus. Fees and expenses are factored into the net
asset value of your shares and any performance numbers we release. Total return figures reflect an expense limitation in effect
during the periods shown. Without such limitation, the performance shown would have been lower. Performance results assume
the reinvestment of dividends and capital gains. The return figures shown do not reflect the deduction of taxes that a shareholder
may pay on Fund distributions or the redemption of Fund shares. Current and month-end performance information, which may be
lower or higher than that cited, is available by contacting RS Investments at 800-766-3863 and is frequently updated on our Web
site: www.RSinvestments.com.

As with all mutual funds, the value of an investment in the Fund could decline, so you could lose money. The Fund invests primarily in equity
securities and therefore exposes you to the general risks of investing in stock markets. Investing in small-and mid-size companies can
involve risks such as having less publicly available information, higher volatility, and less liquidity than in the case of larger companies.
International investing involves special risks, which include changes in currency rates, foreign taxation and differences in auditing standards
and securities regulations, political uncertainty and greater volatility. A non-diversified fund is able to invest in a more limited number of
issuers than a diversified fund, so a decline in the market value of a particular security may affect the Fund’s value more than if the

Fund were a diversified fund. Overweighting investments in certain sectors or industries increases the risk of loss due to general declines in
stock prices in those sectors or industries.

RS Funds are sold by prospectus only. You should carefully consider the investment objectives, risks, charges and
expenses of the RS Funds before making an investment decision. The prospectus contains this and other important
information. Please read it carefully before investing or sending money. To obtain a copy, please call 800-766-3863 or visit
www.RSinvestments.com.

Distributed by: Guardian Investor Services LLC (GIS), 7 Hanover Square, New York, NY 10004.
GIS is a member: FINRA, SIPC.

© 2010 RS Investment Management Co. LLC
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