


About American Beacon Advisors 
 

Since 1986, American Beacon Advisors 

has offered a variety of products and 

investment advisory services to 

numerous institutional and retail clients, 

including a variety of mutual funds, 

corporate cash management, and 

separate account management.  

 

 

Our clients include defined benefit 

plans, defined contribution plans, 

foundations, endowments, corporations, 

financial planners, and other 

institutional investors. With American 

Beacon Advisors, you can put the 

experience of a multi-billion dollar asset 

management firm to work for your 

company. 
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Any opinions herein, including forecasts, reflect our judgment as of the end of the reporting period and 
are subject to change. Each advisor's strategies and the Fund's portfolio composition will change 
depending on economic and market conditions. This report is not a complete analysis of market conditions 
and therefore, should not be relied upon as investment advice. Although economic and market 
information has been compiled from reliable sources, American Beacon Advisors, Inc. makes no 
representation as to the completeness or accuracy of the statements contained herein.    

Investing in the securities of small capitalization companies involves greater risk and the possibility of 
greater price volatility than investing in larger capitalization and more established companies. 
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Fellow Shareholders,  
 

           As an introduction to the American Beacon Small Cap 
Value Fund Annual Report for the 12-month period ended 
October 31, 2009, please let me take a moment to tell you how 
pleased I am to have been serving as President and CEO of 
American Beacon Advisors since April 15, 2009. I consider it a 
privilege to hold this position, and I take its responsibilities 
quite seriously. 
 

I’ve enjoyed a long, successful career in the investment 
business, and I’m no stranger to the ups and downs that 
markets can deliver. As a fellow investor and shareholder, I 
experience these trends in much the same way you do. The 
majority of 2008 was difficult in many ways. However, when I 

took the helm at American Beacon, I already had many reasons to be optimistic about what might develop in 2009. As 
of October 31, 2009, my optimism has been largely confirmed.  

 
For the one-year period (as of 10/31/09), American Beacon Small Cap Value Fund-Institutional Class returned 

16.97%. Of course, one year of performance doesn’t tell the whole story, especially when you’re investing for the long 
term.  Please note that the recent growth rate in the stock market has helped to produce short-term returns that are 
not typical and may not continue in the future. 

 
Many of us have long-term goals, including retirement, driving our investment decisions. While this 12-month 

period began amid a frightening recessionary environment, we finished the year with increasing confidence that 
markets have begun to stabilize, that liquidity has returned to the debt markets and that equity markets have had a 
substantial recovery. 

 
I know as well as you do that maintaining a long-term perspective, employing a buy-and-hold philosophy 

(consistent with the Fund’s objectives), and doing the right thing according to your risk tolerance and time horizon is 
not always easy. But the professionals at American Beacon are dedicated to working hard to help investors succeed.  

 
Just as you maintain a commitment to your goals—and to those who inspire you to create your goals—we maintain 

a strong commitment to due diligence and oversight. That commitment is one of the key reasons I am honored to serve 
as President and CEO, and am pleased to be able to share my enthusiasm about the path ahead with you. 

 
A financial advisor can be an important ally in creating investment success, so—as you review the enclosed 

annual report—please feel free to discuss your thoughts and concerns with a trusted advisor. And, as always, the 
professionals associated with the American Beacon Funds are grateful for the opportunity to serve you.  

 
       Best Regards, 

 
Gene L. Needles, Jr. 
President 
American Beacon Funds 

 
 



 
 
Domestic Equity Market Overview 
October 31, 2009 (Unaudited) 

 
2 

 
he past 12-month period saw a great deal of 
volatility in equity markets. The first quarter of 

2009 saw marginal improvements in U.S. housing, 
income and consumption data. The U.S. Treasury 
partnered with private investors to purchase toxic bank 
assets, which spurred a market rally late in the first 
quarter.  

 
Soon after his January inauguration, President 

Obama attempted to blunt the impact of the recession 
in the U.S. by signing an almost $800 billion economic 
stimulus package, introducing a sizable mortgage relief 
program and initiating stress tests for the nation’s 
banks. Other stimulus packages were enacted 
worldwide, representing an unprecedented 
commitment from governments across the globe to 
stabilize the world’s economies.  

 
While the markets behaved sluggishly at the 

beginning of the first quarter, they picked up speed 
following more encouraging data suggesting that the 
economy had begun to move from recession to 
recovery. The global equity market rally that began in 
early March and continued into May was one of the 
strongest rebounds since the Great Depression era. 
Toward the end of the second quarter, investors 
showed concern that the equity markets had moved too 
far ahead of economic realities. The sharp equity rally 
lost momentum, as equity markets pulled back 
modestly in June.  

 
During the third quarter, stronger-than-expected 

corporate earnings—combined with encouraging 
economic news—rekindled the rally to some degree. 
The United States announced that gross domestic 
product (GDP) contracted in the second quarter, but by 
a better-than-expected -1.0% (subsequently revised to -
0.7%). Meanwhile, strong demand for automobiles, 
fueled by the U.S. Government’s “Cash for Clunkers” 
program, produced the first signs of growth in the 
American manufacturing industry since January 2008. 
The third quarter of 2009 saw housing numbers 
improve, increased merger and acquisition activity, 
and evidence of capital markets normalization. In 
addition to stabilization, liquidity was a major 
contributor to market strength.  

 
Unfortunately, the domestic equity markets have 

struggled with the effects of rising unemployment, a 
tight credit environment, and weakness in commercial 
real estate. Amid fears about job stability, the U.S. 
Consumer Confidence Index declined to 53.1 in 
September from 54.5 in August 2009. Although the pace 

of job losses slowed, total U.S. unemployment 
continued to rise in October 2009, along with credit 
default and delinquency rates.  

 
Third quarter corporate earnings results were 

mixed. Many companies were quick to downsize in 
response to reduced demand. Corporate profits 
exceeded reduced expectations due to cost cutting. It 
remains to be seen if increased corporate profitability 
ultimately leads to more hiring and, thus, increased 
consumer demand. 

 
This pattern of positive developments tempered 

with set-backs is typical of economic recoveries. 
Different types of economic activity require more time 
to be effective. Some uncertainty about what will drive 
the markets going forward remains, as the Federal 
Reserve Board (the Fed) may start to reverse and 
unwind the unprecedented levels of support provided 
to the U.S. economy. The magnitude of any consumer-
led recovery remains difficult to gauge, as it is hard to 
distinguish between a traditional cyclical recovery and 
potentially artificial gains resulting from the U.S. 
Government’s stimulus measures.  

 
As the Fed’s plans become clearer, the market 

may favor companies with higher earnings and balance 
sheet quality.  These companies with solid 
fundamentals may provide better upside potential than 
more speculative companies. It is unlikely that the 
lowest credit quality companies (without earnings or 
dividends) will remain market leaders, since there are 
many companies with excellent fundamentals selling 
for equally attractive prices.  

 
 

 
 

 T 
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The Institutional Class of the Small Cap Value 
Fund returned 16.97% for the twelve months ended 
October 31, 2009, outperforming the Russell 2000® 
Value Index (the “Index”) return of 1.96% and the 
Lipper Small-Cap Value Funds Index return of 13.99% 
for the same period. 

 
Comparison of Change in Value of a $10,000 Investment 

For the Period from 10/31/99 through 10/31/09 

$5,000

$10,000

$15,000

$20,000

$25,000

$30,000

$35,000

$40,000

10/99 10/00 10/01 10/02 10/03 10/04 10/05 10/06 10/07 10/08 10/09

Institutional Class

Lipper Small Cap Value 
Funds  Index

Russell 2000 Value Index

 

 
1. The Investor and Advisor Classes were formerly known as 

the PlanAhead and Service Classes, respectively.  Please 
note that the recent growth rate in the stock market has 
helped to produce short-term returns that are not typical 
and may not continue in the future.  Performance shown is 
historical and may not be indicative of future returns.  
Investment returns and principal value will vary, and shares 
may be worth more or less at redemption than at original 
purchase.  Performance shown is as of date indicated, and 
current performance may be lower or higher than the 
performance data quoted.  To obtain performance as of the 
most recent month end, please visit 
www.americanbeaconfunds.com or call 1-800-967-9009.  
Fund performance in the table above does not reflect the 
deduction of taxes a shareholder would pay on distributions 
or the redemption of shares. 

 

2. Fund performance for the one-year, five-year and ten-year 
periods represents the total returns achieved by the 
Institutional Class from 10/31/99 up to 8/3/09, the 
inception date of the Y Class.  Expenses of the Y Class are 
higher than those of the Institutional Class.  As a result, 
total returns shown may be higher than they would have 
been had the Y Class been in existence since 10/31/99. 

 
3.    Fund performance for the ten-year period represents the 

total returns achieved by the Investor Class from 10/31/99 
up to 5/1/03, and the returns of the Advisor Class since its 
inception.  Expenses of the Advisor Class are higher than 
those of the Investor Class.  As a result, total returns shown 
may be higher than they would have been had the Advisor 
Class been in existence since 10/31/99.  A portion of the 
fees charged to the Advisor Class of the Fund was waived 
through 2004.  Performance prior to waiving fees was lower 
than the actual returns shown for periods through 2004. 

 
4.    Fund performance for the one-year, five-year and ten-year 

periods represents the total returns achieved by the 
Investor Class from 10/31/99 up to  5/1/03 and the Advisor 
Class from 5/1/03 up to 5/1/09, the inception date of the 
Retirement Class, and the returns of the Retirement Class 
since its inception. Expenses of the Retirement Class are 
higher than those of the Advisor and Investor Classes.  As a 
result, total returns shown may be higher than they would 
have been had the Retirement Class been in existence since 
10/31/99.   

 
5.   Russell 2000 Value Index is a registered trademark of Frank 

Russell Company.  The Russell 2000 Value Index is an 
unmanaged index of those stocks in the Russell 2000 Index 
with lower price-to-book ratios and lower forecasted growth 
values.  The Lipper Small-Cap Value Funds Index tracks the 
results of the 30 largest mutual funds in the Lipper Small-
Cap Value Funds category.  Lipper is an independent mutual 
fund research and ranking service.  One cannot directly 
invest in an index. 

 
6.   The total annual Fund operating expense ratio set forth in 

the most recent Fund prospectus for the Institutional, Y, 
Investor, Advisor, Retirement and AMR Class shares was 
0.82%, 0.92%, 1.19%, 1.32%, 1.59%, and 0.57%, respectively.  
The expense ratios above may vary from the expense ratios 
presented in other sections of this report that are based on 
expenses incurred during the period covered by this report. 

 

The Fund outperformed the Index in eight of 
the ten sectors, generating excess performance through 
both stock selection and sector allocation.   The Fund’s 
superior performance in stock selection resulted 
primarily from its holdings in the Industrials, Financials, 
Energy, and Utilities sectors.  Individual holdings in the 
Industrials sector that had the largest impact on the 
Fund’s performance were Oshkosh (up 319.3%), 
Flowserve (up 71.0%), and Timken (up 49.7%).  For the 
period the Fund owned the securities, Legg Mason (up 
14.8%) and Jeffries Group (up 31.4%) added the most 
relative value in the Financials sector.  In the Energy 

 Annualized Total Returns 
 Periods Ended 10/31/09 
    Value of 

$10,000  
    10/31/99- 
 1 Year 5 Years 10 Years 10/31/09 

Institutional Class(1,6) ...... 16.97% 1.12% 10.19% $26,387 

Y Class(1,2,6) ................. 16.81% 1.09% 10.17% 26,351 

Investor Class(1,6) ........... 16.59% 0.85% 9.90% 25,710 

Advisor Class(1,3,6).......... 16.41% 0.61% 9.72% 25,287 

Retirement Class (1,4,6) .... 16.25% 0.58% 9.71% 25,251 

AMR Class(1,6)................ 17.30% 1.39% 10.49% 27,126 

Lipper Small-Cap  
  Value Funds Index(5)....... 13.99% 1.73% 8.39% 22,393 

Russell 2000 Value  
  Index(5) ...................... 1.96% 0.08% 7.53% 20,663 
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sector, Dril-Quip (up 97.9%), Oil States International 
(up 50.3%), and Arena Resources (up 37.9%) were the 
largest contributors, while OGE Energy (up 27.7%), 
Energen (up 30.4%), and NV Energy (up 19.1%) added 
the most relative value in the Utilities sector.  Poor 
stock selection in the Information Technology sector 
detracted value from performance.  Lexmark 
International (down 27.0% for the period the Fund 
owned the security), Comtech Telecommunications 
(down 34.2%) and ManTech International (down 14.7%) 
were the largest detractors in the Information 
Technology sector.   

The Fund’s underweight in Financials, the 
second worst performing sector in the Index, added 
value to performance through sector allocation.  
Overweights in the Information Technology and 
Consumer Discretionary sectors also generated excess 
returns.  An overweight in Energy, the worst 
performing sector in the Index, detracted from the 
Fund’s performance relative to the Index.   

The sub-advisors continue to focus on 
uncovering investment opportunities through stock 
selection that should benefit the Fund’s performance 
over the longer term. 

Top Ten Holdings  
 

 % of  
Net Assets 

Valassis Communications, Inc.............. 1.4 % 
Hanover Insurance Group, Inc. ............ 1.0 % 
Oshkosh Corp. ................................ 0.8 % 
LifePoint Hospitals, Inc ..................... 0.8 % 
Rent-a-Center, Inc........................... 0.8 % 
Gentex Corp. ................................. 0.8 % 
Aspen Insurance Holdings Ltd.............. 0.8 % 
Great Plains Energy, Inc .................... 0.8 % 
Men’s Wearhouse, Inc....................... 0.8 % 
Tidewater, Inc................................ 0.7 % 

 
Sector Allocation 

 % of 
Equities 

Financials ..................................... 21.6 % 
Industrials ..................................... 20.5 % 
Consumer Discretionary .................... 14.5 % 
Information Technology .................... 14.5 % 
Health Care ..................................   8.6 % 
Utilities .......................................   6.3 % 
Energy .........................................   5.9 % 
Materials ......................................   4.9 % 
Consumer Staples  ..........................   2.8 % 
Telecommunication Services ..............   0.4 % 
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Fund Expense Example 
 

As a shareholder of the Fund, you incur two 
types of costs: (1) transaction costs and (2) ongoing 
costs, including management fees, administrative 
service fees, distribution (12b-1) fees, and other Fund 
expenses.  The examples below are intended to help 
you understand the ongoing cost (in dollars) of 
investing in the Fund and to compare these costs with 
the ongoing costs of investing in other mutual funds. 
 

The examples are based on an investment of 
$1,000 invested at the beginning of the period in each 
Class and held for the entire period from May 1, 2009 
through October 31, 2009.         
 

Actual Expense  
 

The “Actual” lines of the table provide 
information about actual account values and actual 
expenses.  You may use the information in this line, 
together with the amount you invested, to estimate the 
expenses that you paid over the period.  Simply divide 
your account value by $1,000 (for example, an $8,600 
account value divided by $1,000 = 8.6), then multiply 
the result by the number in the first line under the 
heading “Expenses Paid During Period” to estimate the 
expenses you paid on your account during this period. 
Shareholders of the Investor and Institutional Classes 
that invest in the Fund through an IRA may be subject 
to a custodial IRA fee of $12 that is typically deducted 
each December.  If your account was subject to a 
custodial IRA fee during the period, your costs would 
have been $12 higher.       

 

Hypothetical Example for Comparison 
Purposes 

 
The “Hypothetical” lines of the table provide 

information about hypothetical account values and 
hypothetical expenses based on the Fund’s actual 
expense ratio and an assumed 5% per year rate of 
return before expenses (not the Fund’s actual return).  
You may compare the ongoing costs of investing in the 
Fund with other funds by contrasting this 5% 
hypothetical example and the 5% hypothetical 
examples that appear in the shareholder reports of the 
other funds.  The hypothetical account values and 
expenses may not be used to estimate the actual 
ending account balance or expenses you paid for the 
period. Shareholders of the Investor and Institutional 
Classes that invest in the Fund through an IRA may be 
subject to a custodial IRA fee of $12 that is typically 

deducted each December.  If your account was subject 
to a custodial IRA fee during the period, your costs 
would have been $12 higher. 

 
You should also be aware that the expenses 

shown in the table highlight only your ongoing costs and 
do not reflect any transaction costs charged by the 
Fund.  Similarly, the expense examples for other funds 
do not reflect any transaction costs charged by those 
funds, such as sales charges (loads), redemption fees or 
exchange fees.  Therefore, the “Hypothetical” lines of 
the table are useful in comparing ongoing costs only 
and will not help you determine the relative total costs 
of owning different funds. If you were subject to any 
transaction costs during the period, your costs would 
have been higher. 

 

 

Beginning 
Account 
Value 

5/1/09  

Ending 
Account 
Value 

10/31/09 

Expenses Paid 
During Period*  

5/1/09-10/31/09 
Institutional Class    
Actual $1,000.00 $1,209.25 $4.73 
Hypothetical $1,000.00 $1,020.92 $4.33 

(5% return before expenses) 

Y Class**    
Actual $1,000.00 $1,024.24 $2.74 
Hypothetical $1,000.00 $1,009.59 $2.74 

(5% return before expenses) 

Investor Class    
Actual $1,000.00 $1,206.19 $6.73 
Hypothetical $1,000.00 $1,019.11 $6.16 

(5% return before expenses) 

Advisor Class    
Actual $1,000.00 $1,206.39 $7.17 
Hypothetical $1,000.00 $1,018.70 $6.56 

(5% return before expenses) 

Retirement Class    
Actual $1,000.00 $1,204.67 $8.46 
Hypothetical $1,000.00 $1,017.49 $7.78 

(5% return before expenses) 

AMR Class    
Actual $1,000.00 $1,210.48 $3.34 
Hypothetical $1,000.00 $1,022.18 $3.06 

(5% return before expenses) 
    
*       Expenses are equal to the Fund's annualized expense ratios for the six-

month period of 0.85%, 1.21%, 1.29%, 0.60%, 1.53% and 1.11% for the 
Institutional, Investor, Advisor, AMR, Retirement and Y Classes 
respectively, multiplied by the average account value over the period, 
multiplied by the number derived by dividing the number of days in the 
most recent fiscal half-year (184) by days in the year (365) to reflect 
the half year period. 

**    Beginning account value for Y Class is the inception date of 8/3/09. 
Expenses are equal to the Class annualized ratio for the period 
multiplied by the average account value for the period multiplied by 
the number derived by dividing the number of days in the period (90) by 
the days in the year (365). 
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Assets:  

Investments in unaffiliated securities, at value A C . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  2,092,465  
Investments in affiliated securities, at value B . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    70,000  
Receivable for investments sold. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    12,349  
Dividends and interest receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    669  
Receivable for fund shares sold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    1,491  
Receivable for tax reclaims . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    2  
Prepaid expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    89  

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    2,177,065 
Liabilities:  

Payable for investments purchased . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    7,979  
Payable upon return of securities loaned . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    101,879  
Payable for fund shares redeemed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    1,051  
Payable for variation margin on open futures contracts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    2,559  
Management and investment advisory fees payable (Note 2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    2,909  
Administrative service and service fees payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    734  
Other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    509  

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    117,620 
Net assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  2,059,445 
  
Analysis of Net Assets:  

Paid-in-capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    2,634,209  
Undistributed net investment income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    9,850  
Accumulated net realized loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (635,156 )
Unrealized appreciation of investments, futures contracts, and foreign currency . . . . . . . . . . . . . . . . . . . . . . . . . .    50,542  

Net assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  2,059,445 
  
Shares outstanding (no par value):  

Institutional Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    72,333,735  

Y Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    71  

Investor Class. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    51,209,186  

Advisor Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    2,028,093  

Retirement Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    86  

AMR Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    18,932,884  
  
Net asset value, offering and redemption price per share:  

Institutional Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  14.39

Y Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  14.37

Investor Class. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  14.05

Advisor Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  13.97

Retirement Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  13.95

AMR Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  14.32
  
A Cost of investments in unaffiliated securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  2,035,955  
B Cost of investments in affiliated securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  70,000  
C Market value of securities on loan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  99,198  
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Investment Income:   

Dividend income from unaffiliated securities (net of foreign taxes)* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  26,400   
Dividend income from affiliated securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    160   
Interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    44   
Income derived from securities lending, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    3,122   

Total investment income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    29,726   
Expenses:   

Management and investment advisory fees (Note 2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    7,981   
Administrative service fees (Note 2):   

Institutional Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    2,531   
Investor Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    1,949   
Advisor Class. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    82   
AMR Class. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    103   

Transfer agent fees:   
Institutional Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    59   
Investor Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    50   
Advisor Class. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    4   
AMR Class. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    11   

Custody and fund accounting fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    290   
Professional fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    87   
Registration fees and expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    67   
Service fees:   

Investor Class (Note 2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    2,021   
Advisor Class (Note 2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    68   

Distribution fees - Advisor Class (Note 2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    69   
Prospectus and shareholder reports . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    418   
Trustee fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    183   
Other expenses. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    196   

Total expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    16,169   
Net fees waived and expenses reimbursed by Manager (Note 2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (9 ) 

Net expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    16,160   
Net investment income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    13,566   
   
Realized and unrealized gain (loss) on investments:   

Net realized gain (loss) from:   
Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (340,575 ) 
Commission recapture (Note 1). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    278   
Futures contracts. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (14,698 ) 

Change in net unrealized appreciation or depreciation of:   
Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    597,542   
Futures contracts. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    27,946   

Net gain on investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    270,493   
Net increase in net assets resulting from operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  284,059  

*  Foreign taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  40   
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Year Ended  
October 31, 

2009 

Year Ended  
October 31, 

2008 

     
Increase (Decrease) in Net Assets:     
Operations:     

Net investment income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$  13,566   $  32,606   
Net realized loss on investments, futures contracts, and foreign 

currency transactions . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (354,995 )   (266,287 ) 
Change in net unrealized appreciation or (depreciation) of 

investments, futures contracts, and foreign currency 
translations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   625,488     (785,333 ) 
Net increase (decrease) in net assets resulting from 

operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   284,059     (1,019,014) 
     
Distributions to Shareholders:     

Net investment income:     
Institutional Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (13,600 )   (13,291 ) 
Investor Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (8,841 )   (9,332 ) 
Advisor Class. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (311 )   (298 ) 
AMR Class. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (3,927 )   (4,903 ) 

Net realized gain on investments:     
Institutional Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   –     (152,714 ) 
Investor Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   –     (145,952 ) 
Advisor Class. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   –     (7,763 ) 
AMR Class. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   –     (43,605 ) 

Net distributions to shareholders . . . . . . . . . . . . . . . . . . .   (26,679)   (377,858) 
     
Capital Share Transactions:     

Proceeds from sales of shares . . . . . . . . . . . . . . . . . . . . . . . . . .   529,412     463,771   
Reinvestment of dividends and distributions . . . . . . . . . . . . . . . . .   26,349     371,165   
Cost of shares redeemed . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (523,004 )   (879,196 ) 

Net increase (decrease) in net assets from capital share 
transactions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   32,757     (44,260) 

Net increase (decrease) in net assets. . . . . . . . . . . . . . . . . . . . . . . .   290,137     (1,441,132) 
Net Assets:     

Beginning of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   1,769,308     3,210,440   
End of Period * . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$  2,059,445  $  1,769,308  

*Includes undistributed net investment income of . . . . . . . . . . . . . . . .$  9,850   $  23,220   
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1. Organization and Significant Accounting Policies  
 

American Beacon Funds (the “Trust”) is organized as a Massachusetts business trust and is registered under the 
Investment Company Act of 1940, as amended (the “Act”), as a diversified, open-end management investment 
company.  These financial statements and notes to the financial statements relate to the American Beacon Small Cap 
Value Fund (the “Fund”), a series of the Trust.  

 
American Beacon Advisors, Inc. (the “Manager”) is a wholly-owned subsidiary of Lighthouse Holdings, Inc. and 

was organized in 1986 to provide business management, advisory, administrative and asset management consulting 
services to the Trust and other investors. 

 
    Class Disclosure 

 
Prior to March 1, 2009, the Investor and Advisor Classes were known as the PlanAhead and Service Classes, 

respectively.  May 1, 2009 and August 3, 2009 are the inception dates of the Retirement and Y Classes, respectively. 
 
The Fund has multiple classes of shares designed to meet the needs of different groups of investors. The 

following table sets forth the differences amongst the classes:  
 

Class: Offered to:  
   

Institutional Class Investors making an initial investment of $250,000  
   

Y Class Investors making an initial investment of $100,000  
   

Investor Class General public and investors investing through an intermediary  
   

Advisor Class Investors investing through an intermediary  
   

Retirement Class Investors investing through an intermediary  
   

AMR Class Investors in the tax-exempt retirement and benefit plans of AMR Corporation 
and its affiliates  

 
Administrative service fees, service fees and distribution fees vary amongst the classes as described more fully 

in footnote 2. 
  

Investment income, net capital gains (losses) and all expenses incurred by the Fund are allocated based on the 
relative net assets of each class, except for service fees and certain other fees and expenses related solely to one class 
of shares.  
 

Security Valuation  
 

Investments are valued at the close of the New York Stock Exchange (the “Exchange”), normally 4 p.m. ET, 
each day that the Exchange is open for business. Equity securities for which market quotations are available are valued 
at the last sale price or official closing price (closing bid price or last evaluated quote if no sale has occurred) on the 
primary market or exchange on which they trade. 

 
Debt securities (other than short-term securities) normally are valued on the basis of prices provided by an 

independent pricing service and may take into account appropriate factors such as institution-size trading in similar 
groups of securities, yield, quality, coupon rate, maturity, type of issue, trading characteristics, and other market 
data.  The prices of debt securities may be determined using quotes obtained from brokers.  

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

of valuation. Investment grade short-term obligations with 60 days or less to maturity are valued using the amortized 
cost method, which approximates market value.  
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Securities for which market prices are not readily available or are not reflective of the fair value of the 
security, as determined by the Manager, will be priced at fair value following procedures approved by the Board of 
Trustees (the “Board”).  

 
Valuation Inputs 

 
Various inputs may be used to determine the value of the Fund’s investments.  These inputs are summarized in 

three broad levels for financial statement purposes.  The inputs or methodologies used to value securities are not 
necessarily an indication of the risk associated with investing in those securities. 

 
Level 1 - Quoted prices in active markets for identical securities. 

  

Level 2 - Prices determined using other significant observable inputs.  These may include quoted 
prices for similar securities, interest rates, prepayment speeds, credit risk, and others. 

  

Level 3 - Prices determined using other significant unobservable inputs.  Unobservable inputs reflect 
the Fund’s own assumptions about the factors market participants would use in pricing an 
investment, and would be based on the best information available. 

 
The Fund’s investments are summarized by level based on the inputs used to determine their values.  As of 

October 31, 2009, the Fund’s investments were classified as follows: (in thousands) 
     
 Level 1 Level 2 Level 3 Total 
Common Stock ................................................................ $     1,957,347 $            - $            - $ 1,957,347 
Short Term Investments ..................................................... 196,851 8,267 - 205,118 
     Total Investments in Securities......................................... $  2,154,198 $     8,267 $            - $  2,162,465 

     
Futures Contracts............................................................. $     100,731 - - $     100,731 

 
Security Transactions and Investment Income  

 
Security transactions are recorded on the trade date of the security purchase or sale.  The Fund may purchase 

securities with delivery or payment to occur at a later date.  At the time the Fund enters into a commitment to 
purchase a security, the transaction is recorded and the value of the security is reflected in the net asset value.  The 
value of the security may vary with market fluctuations. 
 

Dividend income, net of foreign taxes, is recorded on the ex-dividend date except certain dividends from 
foreign securities which are recorded as soon as the information is available to the Fund.  Interest income is earned 
from settlement date, recorded on the accrual basis, and adjusted, if necessary, for accretion of discounts and 
amortization of premiums.  For financial and tax reporting purposes, realized gains and losses are determined on the 
basis of specific lot identification. 
 

Futures Contracts 
 

Futures contracts are contracts to buy or sell a standard quantity of securities at a specified price on a future 
date. The Fund may enter into financial futures contracts as a method for keeping assets readily convertible to cash if 
needed to meet shareholder redemptions or for other needs while maintaining exposure to the stock or bond market, 
as applicable. The primary risks associated with the use of futures contracts are the possibility of illiquid markets or 
imperfect correlation between the values of the contracts and the underlying securities, or that the counterparty will 
fail to perform its obligations. 
 

Upon entering into a futures contract, the Fund is required to set aside or deposit with a broker an amount, 
termed the initial margin, which typically represents 5% of the face value of the futures contract. The Fund reflects 
this amount on the Schedule of Investments as a U.S. Treasury Bill held as collateral for futures contracts. Payments to 
and from the broker, known as variation margin, are required to be made on a daily basis as the price of the futures 
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contract fluctuates. Changes in initial settlement values are accounted for as unrealized appreciation (depreciation) 
until the contracts are terminated, at which time realized gains and losses are recognized. Futures contracts are 
valued at the most recent settlement price established each day by the exchange on which they are traded. 

 
Values of Derivative Instruments not accounted for as hedging instruments as of October 31, 2009 (in thousands) 
 
    Statement of Assets and Liabilities 

Liability 
Derivatives Fair Value 

Unrealized appreciation of investments, futures contracts, and foreign currency ..................... Equity Contracts* $(5,968) 
 

Effect of derivative instruments not accounted for as hedging instruments during the year ended October 31, 2009 (in thousands) 
 
    Statement of Operations Derivative Fair Value 
Net realized gain (loss) from futures contracts............................................................... Equity Contracts $(14,698) 
Change in net unrealized appreciation or depreciation of futures contracts ............................ Equity Contracts $27,946 
 
*Includes cumulative appreciation/depreciation of futures contracts as reported in the Schedule of Investments footnotes.  Only current day’s variation margin is reported 
within the Statements of Assets and Liabilities. 

 
Dividends to Shareholders 

 
Dividends from net investment income of the Fund normally will be declared and paid at least annually. 

Distributions, if any, of net realized capital gains are generally paid at least annually and recorded on the ex-dividend 
date. 
 

Commission Recapture 
 
The Fund has established brokerage commission recapture arrangements with certain brokers or dealers. If the 

Fund’s investment advisor chooses to execute a transaction through a participating broker, the broker rebates a 
portion of the commission back to the Fund. Any collateral benefit received through participation in the commission 
recapture program is directed exclusively to the Fund. This amount is reported with the net realized gain in the Fund’s 
Statement of Operations. 
 

Allocation of Income, Expenses, Gains, and Losses 
 

Income, expenses (other than those attributable to a specific class), gains, and losses are allocated daily to 
each class of shares based upon the relative proportion of net assets represented by such class. Operating expenses 
directly attributable to a specific class are charged against the operations of that class.   
 

Use of Estimates 
 

The preparation of financial statements in conformity with U.S. generally accepted accounting principles 
requires management to make estimates and assumptions that affect the amounts reported in the financial statements 
and accompanying notes. Actual results may differ from those estimated. 

 
Other 

 
Under the Trust’s organizational documents, its officers and trustees are indemnified against certain liability 

arising out of the performance of their duties to the Trust. In the normal course of business, the Trust enters into 
contracts that provide indemnification to the other party or parties against potential costs or liabilities. The Trust’s 
maximum exposure under these arrangements is dependent on claims that may be made in the future and, therefore, 
cannot be estimated. The Trust has had no prior claims or losses pursuant to any such agreement.   
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2. Transactions with Affiliates 
 

Management Agreement 
 
The Trust and the Manager are parties to a Management Agreement that obligates the Manager to provide or 

oversee the provision of all investment advisory, fund management, and securities lending services.  Investment assets 
of the Fund are managed by multiple investment advisors which have entered into separate investment advisory 
agreements with the Manager.  As compensation for performing the duties required under the Management Agreement, 
the Manager receives from the Fund an annualized fee equal to 0.05% of the average daily net assets plus amounts paid 
by the Manager to the investment advisors hired by the Manager to direct investment activities of the Fund.  
Management fees paid during the year ended October 31, 2009 were as follows (dollars in thousands): 

 

Management Fee Rate 
 

Management Fee 
 Amounts paid to 

Investment Advisors 
 

Net Amounts Retained by Manager 

0.30%-0.55%  $7,981  $7,118  $863 
 

As compensation for services provided by the Manager in connection with securities lending activities, the 
lending Fund pays to the Manager, with respect to cash collateral posted by borrowers, a fee up to 25% of the net 
monthly interest income (the gross interest income earned by the investment of cash collateral, less the amount paid 
to borrowers and related expenses) from such activities and, with respect to loan fees paid by borrowers when a 
borrower posts collateral other than cash, a fee up to 25% of such loan fees.  This fee is netted against securities 
lending income in the Statement of Operations.  During the year ended October 31, 2009, securities lending fees paid 
to the Manager were $376,084. 
 

Administrative Services Agreement 
 
The Manager and the Trust entered into an Administrative Services Agreement which obligates the Manager to 

provide or oversee administrative services to the Fund. As compensation for performing the duties required under the 
Administrative Services Agreement, the Manager receives an annualized fee of 0.30% of the average daily net assets of 
the Institutional, Y, Investor, Advisor, and Retirement Classes of the Fund and 0.05% of the average daily net assets of 
the AMR Class of the Fund. 
 

Distribution Plans 
 

The Fund, except for the Advisor and Retirement Classes of the Fund, has adopted a “defensive” Distribution 
Plan (the “Plan”) in accordance with Rule 12b-1 under the Act, pursuant to which no fees may be charged to the Fund 
for distribution purposes. However, the Plan authorizes the management and administrative service fees received by 
the Manager and the investment advisors hired by the Manager to be used for distribution purposes. Under this Plan, 
the Fund does not intend to compensate the Manager or any other party, either directly or indirectly, for the 
distribution of Fund shares. 
 

Separate Distribution Plans (the “Distribution Plans”) have been adopted pursuant to Rule 12b-1 under the Act 
for the Advisor and Retirement Classes of the Fund. Under the Distribution Plans, as compensation for distribution 
assistance, the Manager receives an annual fee of 0.25% of the average daily net assets of the Advisor Class and 0.50% 
of the average daily net assets of the Retirement Class. The fee will be payable without regard to whether the amount 
of the fee is more or less than the actual expenses incurred in a particular month by the Manager for distribution 
assistance. 
 

Service Plans 
 
The Manager and the Trust entered into Service Plans that obligate the Manager to oversee additional 

shareholder servicing of the Y, Investor, Advisor and Retirement Classes. As compensation for performing the duties 
required under the Service Plans, the Manager receives 0.10% of the average daily net assets of the Y Class, 0.25% of 
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the average daily net assets of the Advisor and Retirement Classes, and up to 0.375% of the average daily net assets of 
the Investor Class of the Fund. 

 
Brokerage Commissions 

 
Affiliated entities of a sub-advisor to the Fund received net commissions on purchases and sales of the Fund’s 

portfolio securities totaling $36,667 for the year ended October 31, 2009. 
 

Investment in Affiliated Funds 
 

The Fund may invest in the American Beacon Money Market Select Fund (the “MM Select Fund”) and the 
American Beacon US Government Money Market Select Fund (the “USG Select Fund”), (collectively the “Select Funds”).  
Cash collateral received by the Fund in connection with securities lending may be invested in the Select Funds.  The 
Select Funds and the Fund have the same investment advisor and therefore, are considered to be affiliated.  The 
Manager serves as investment advisor to the Select Funds and receives from the Select Funds an annualized fee of 
0.09% of the average daily net assets of the Select Funds.  During the year ended October 31, 2009, the Manager 
earned fees from the Select Funds totaling $18,730 on the Fund’s direct investment in the Select Funds and $43,516 
from the Fund’s securities lending collateral invested in the Select Funds. 
 

Interfund Lending Program 
 

Pursuant to an exemptive order by the SEC, the Fund, along with other registered investment companies having 
management contracts with the Manager, may participate in an interfund lending program as a borrower. This program 
provides an alternative credit facility allowing the Fund to borrow from other participating Funds.  During the year 
ended October 31, 2009, the Fund did not utilize the credit facility. 

 
Expense Reimbursement Plan 

 
The Fund has adopted an Expense Reimbursement Plan whereby the Manager may seek repayment of fees 

waived or expenses reimbursed for a period of up to three years.  However, reimbursement will occur only if the 
Class’s average net assets have grown or expenses have declined sufficiently to allow reimbursement without causing 
its expense ratio to exceed the previously agreed upon contractual expense limit.  During the year ended October 31, 
2009, the Advisor Class waived $9,375.  A liability has not been booked as the Manager does not intend to seek 
repayment of this reimbursement. 

 
3. Federal Income and Excise Taxes 

 
It is the policy of the Fund to comply with the requirements of Subchapter M of the Internal Revenue Code and 

to distribute substantially all net investment income as well as any net realized capital gains on the sale of 
investments. Therefore, no federal income or excise tax provision is required. 

 
The Fund does not have any unrecognized tax benefits in the accompanying financial statements.  Each of the 

tax years in the four year period ended October 31, 2008 remains subject to examination by the Internal Revenue 
Service.  If applicable, the Fund recognizes interest accrued related to unrecognized tax benefits in interest expense 
and penalties in “Other expenses” on the Statement of Operations. 
 

Dividends are categorized in accordance with income tax regulations which may treat certain transactions 
differently than U.S. generally accepted accounting principles. Accordingly, the character of distributions and 
composition of net assets for tax purposes may differ from those reflected in the accompanying financial statements. 

 
The tax character of distributions paid during the fiscal years ended October 31, 2009 and October 31, 2008 

were as follows (in thousands): 
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 Year Ended 
October 31, 

2009 

 Year Ended 
October 31, 

2008 
Distributions paid from:    
  Ordinary income*    
     Institutional Class ................................................................................................  $   13,600   $   37,816 
     Investor Class......................................................................................................  8,841   32,770 
     Advisor Class ......................................................................................................  311   1,545 
     AMR Class ..........................................................................................................  3,927   11,905 
  Long-term capital gain    
     Institutional Class ................................................................................................                -    128,189 
     Investor Class......................................................................................................                -    122,514 
     Advisor Class ......................................................................................................                -    6,516 
     AMR Class ..........................................................................................................                -    36,603 
Total distributions paid.............................................................................................  $26,679   $377,858 
     *For tax purposes, short-term capital gains are considered ordinary income distributions.    
As of October 31, 2009, the components of distributable earnings on a tax basis were as follows (in thousands): 
 
Cost basis of investments for federal income tax purposes .................................................................................... $ 2,161,523 

Unrealized appreciation ............................................................................................................................. 225,324   
Unrealized depreciation ............................................................................................................................. (224,382) 

Net unrealized appreciation/(depreciation) ..................................................................................................... 942 

Undistributed ordinary income ..................................................................................................................... 7,869   
Undistributed long-term gain/(loss) ............................................................................................................... (577,607)   
Other temporary differences ........................................................................................................................ (5,968) 

Distributable earnings ................................................................................................................................  $ (574,764)   

 
Financial reporting records are adjusted for permanent book/tax differences to reflect tax character.  

Financial records are not adjusted for temporary differences.  The temporary differences between financial reporting 
and tax-basis reporting of unrealized appreciation/(depreciation) are attributable primarily to the tax deferral of 
losses from wash sales, the realization for tax purposes of unrealized gains/(losses) on certain derivative instruments, 
and reclassifications of income from real estate investment securities. 
 

Due to inherent differences in the recognition of income, expenses and realized gains/losses under U.S. 
generally accepted accounting principles and federal income tax regulations, permanent differences between book and 
tax reporting have been identified and appropriately reclassified on the Statement of Assets and Liabilities. 
 

Accordingly, the following amounts represent current year permanent differences derived from 
reclassifications of income from real estate investment securities, foreign currency, and dividend reclasses that have 
been reclassified as of October 31, 2009 (in thousands): 
 
Paid-in-capital ...................................................................................................................................................................................... $          - 
Undistributed net investment income (loss) ..........................................................................................................................................  (257) 
Accumulated net realized gain (loss) ...................................................................................................................................................  258 
Unrealized appreciation (depreciation) of investments, futures contracts and foreign currency ..........................................................         (1) 
 
 At October 31, 2009 the capital loss carry forward positions for federal income tax purposes were $259,968 and 
$323,607 expiring in 2016 and 2017 respectively. (in thousands) 
 
4. Investment Transactions 

 
The aggregate cost of purchases and proceeds from sales of investments, other than short-term obligations, for 

the year ended October 31, 2009 were (in thousands) $1,143,259 and $993,662, respectively. 
 

A summary of the Fund’s direct transactions in the Select Funds for the year ended October 31, 2009 is set 
forth below (in thousands): 
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Affiliate 
October 31, 2008 

Shares/Market Value Purchases Sales 
October 31, 2009 

Shares/Market Value 

MM Select Fund ....................................... $93,829 $           - $93,829 $           - 

USG Select Fund...................................... $          -  $ 30,000 $10,000 $ 20,000 
 
5. Securities Lending 

 
The Fund may lend its securities to qualified financial institutions, such as certain broker-dealers, to earn 

additional income.  The borrowers are required to secure their loans continuously with collateral in an amount at least 
equal to the fair value of the securities loaned, initially in an amount at least equal to 102% of the fair value of 
domestic securities loaned and 105% of the fair value of international securities loaned. Collateral is monitored and 
marked to market daily.  Daily mark to market amounts are required to be paid to the borrower or received from the 
borrower by the end of the following business day.  This one day settlement for mark to market amounts may result in 
the collateral being temporarily less than the value of the securities on loan or temporarily more than the required 
minimum collateral. 

 
To the extent that a loan is collateralized by cash, such cash collateral shall be invested by the securities 

lending agent (the “Agent”) in money market mutual funds, and other short-term investments, provided the 
investments meet certain quality and diversification requirements.   
 

Securities lending income is generated from the demand premium (if any) paid by the borrower to borrow a 
specific security and from the return on investment of cash collateral, reduced by negotiated rebate fees paid to the 
borrower and transaction costs.  To the extent that a loan is secured by non-cash collateral, securities lending income 
is generated as a demand premium reduced by transaction costs.  The Fund, the Agent, and the Manager retain 75%, 
15%, and 10%, respectively, of the income generated from securities lending. 

 
While securities are on loan, the Fund continues to receive any income associated with that security and any 

gain or loss in the market price that may occur during the term of the loan. 
 

Securities lending transactions pose certain risks to the Fund, including that the borrower may not provide 
additional collateral when required or return the securities when due, that the value of the short-term investments 
will be less than the amount of cash collateral required to be returned to the borrower, that non-cash collateral may 
be subject to legal constraints in the event of a borrower bankruptcy, and that the cash collateral investments could 
become illiquid and unable to be used to return collateral to the borrower.  The Fund could also experience delays and 
costs in gaining access to the collateral.  The Fund bears the risk of any deficiency in the amount of the cash collateral 
available for return to the borrower and any action which impairs its ability to liquidate non-cash collateral to satisfy a 
borrower default. 

 
As of October 31, 2009, the value of outstanding securities on loan and the value of collateral was as follows 

(in thousands): 
 

Market Value of  
Securities on Loan Non-Cash Collateral Cash Collateral Posted by Borrower 

$ 99,198 $ - $ 101,879 
 

Cash collateral is listed in the Fund’s Schedule of Investments and is shown on the Statement of Assets and 
Liabilities.  Income earned on these investments is included in Income derived from securities lending in the Statement 
of Operations. 
 

Non-cash collateral received by the Fund may not be sold or re-pledged except to satisfy a borrower default. 
Therefore, non-cash collateral is not included on the Fund’s Schedule of Investments or Statement of Assets and 
Liabilities. 
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6. Capital Share Transactions 
 

The tables below summarize the activity in capital shares for each Class of the Fund (dollars and shares in 
thousands): 
 
Year Ended October 31, 2009 
 
 Institutional Class Y Class Investor Class 
 Shares Amount Shares Amount Shares Amount 
Shares sold. . . . . . . . . . . . . . . . .     26,973    $   326,038     -   $  1     11,685   $  134,422    
Reinvestment of dividends. . . . . . .     1,227        13,407     –     –     813     8,704    
Shares redeemed. . . . . . . . . . . . .     (21,813 )    ( 257,527 )   –     –     (18,535 )  ( 216,176 )  
Net increase (decrease) in shares 

outstanding . . . . . . . . . . . . .     6,387    $   81,918     -   $  1     (6,037 ) $(73,050 )  
              
 
 Advisor Class Retirement Class AMR Class 
 Shares Amount Shares Amount Shares Amount 
Shares sold. . . . . . . . . . . . . . . . .     752    $   8,517     -   $  1     4,659   $  60,433   
Reinvestment of dividends. . . . . . .     29        311     –     –     361     3,927   
Shares redeemed. . . . . . . . . . . . .     (1,513 )    ( 17,313 )   –     –     (2,907 )  ( 31,988 ) 
Net increase (decrease) in shares 

outstanding . . . . . . . . . . . . .     (732 )  $ ( 8,485 )   -   $  1     2,113   $  32,372   
 
 
Year Ended October 31, 2008 
 
 Institutional Class Investor Class Advisor Class AMR Class 
 Shares Amount Shares Amount Shares Amount Shares Amount 
Shares sold. . . . . . . . . . . . . . . .     14,496    $   244,453     10,422   $  172,430     888   $  14,694        1,925    $  32,194   
Reinvestment of dividends. . . . . .     8,983        161,791     8,677     152,805     460     8,061        2,708      48,508   
Shares redeemed. . . . . . . . . . . .     (21,496 )    ( 364,982 )   (22,737 )  ( 376,472 )   (1,809 )  ( 29,610 )      (6,475 )    (108,132 ) 
Net increase (decrease) in shares 

outstanding . . . . . . . . . . . .     1,983    $   41,262     (3,638 ) $(51,237)   (461 ) $(6,855 )      (1,842 )  $(27,430) 
                  
 
                  
7. Subsequent Events 
 

Management has evaluated the possibility of subsequent events existing in the Fund’s financial statements 
through December 23, 2009.  Management has determined that there are no material events that would require 
disclosure in the Fund’s financial statements through this date. 
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 Institutional Class Y Class Investor Class 

Year Ended October 31, Year Ended October 31, 

 2009 2008 2007 2006 2005A 

August 
3 to 

October 
31, 2009 2009 2008 2007 2006 2005A 

                       
Net asset value, beginning of 
period . . . . . . . . . . . . . . .$   12 .53  $   22 .10  $   22 .53 $  20 .43 $  18 .85 $  14 .03 $  12 .22 $   21 .62  $   22 .08 $  20 .04 $  18 .54 
Income from investment 
operations:                       

Net investment income 
(loss). . . . . . . . . . . . .    0 .10      0 .25      0 .22   0 .19   0 .11   0 .00   0 .08    0 .20      0 .16   0 .13   0 .09 
Net gains (losses) on 
securities (both realized 
and unrealized). . . . . . .    1 .96      (7 .13)      1 .10   2 .94   2 .31   0 .34   1 .91    (6 .97)      1 .07   2 .89   2 .24 

Total income (loss) from 
investment operations . . . . . .    2 .06      (6 .88)      1 .32   3 .13   2 .42   0 .34   1 .99    (6 .77)      1 .23   3 .02   2 .33 
Less distributions:               

Dividends from net 
investment income . . . .    (0 .20)      (0 .22)      (0 .19)   (0 .14)   (0 .07)   –     (0 .16)    (0 .16)      (0 .13)   (0 .09)   (0 .06) 
Distributions from net 
realized gains on 
securities     –        (2 .47)      (1 .56)   (0 .89)   (0 .77)   –     –      (2 .47)      (1 .56)   (0 .89)   (0 .77) 

Total distributions . . . . . . . .    (0 .20)      (2 .69)      (1 .75)   (1 .03)   (0 .84)   –     (0 .16)    (2 .63)      (1 .69)   (0 .98)   (0 .83) 
Net asset value, end of period. .$   14 .39  $   12 .53  $   22 .10 $  22 .53 $  20 .43 $  14 .37 $  14 .05 $   12 .22  $   21 .62 $  22 .08 $  20 .04 
Total returnE . . . . . . . . . . .  16 .97%    (34 .84)%    6 .10%  15 .80%  12 .90%  2.42%C   16 .68%  (35 .04)%    5 .83%  15 .56%  12 .63% 
Ratios and supplemental data: 

Net assets, end of period 
(in thousands) . . . . . . .$   1,040,805    $   826,232    $   1,413,734  $  1,319,024  $  1,076,909  $  1  $  719,239  $   699,670    $   1,316,188  $  1,333,814  $  1,320,853  

Ratios to average net 
assets (annualized):            

Expenses, net of 
waivers . . . . . . . .  0 .84%    0 .81%    0 .80%  0 .82%  0 .87%  1 .11%D  1 .15%  1 .06%    1 .05%  1 .06%  1 .10% 
Expenses before 
waivers . . . . . . . .  0 .84%    0 .81%    0 .80%  0 .82%  0 .87%  1 .11%D  1 .15%  1 .06%    1 .05%  1 .06%  1 .10% 
Net investment 
income (loss), net of 
waivers . . . . . . . .  0 .87%    1 .36%    0 .94%  0 .83%  0 .66%  0 .03%D  0 .59%  1 .12%    0 .70%  0 .59%  0 .42% 
Net investment 
income (loss), 
before waivers . . . .  0 .87%    1 .36%    0 .94%  0 .83%  0 .66%  0 .03%D  0 .59%  1 .12%    0 .70%  0 .59%  0 .42% 

Portfolio turnover rate. . .  61 %    62 %    52%   48%   47%   61%B  61%   62 %    52%   48%   47%  
                        
 
A Opus Capital Group, LLC was added as an investment advisor on February 1, 2005 and Metropolitan West Capital Management, LLC and Dreman Value Management, 
LLC were added as investment advisors on August 31, 2005. 
B Portfolio turnover rate is for the period from November 1, 2008 through October 31, 2009. 
C Not annualized. 
D Annualized. 
E May include adjustments in accordance with accounting principles generally accepted in the United States of America and as such, the net asset value for financial 
reporting purposes and the returns based upon those net asset values may differ from the net asset value and returns for shareholder transactions. 
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Advisor Class 
Retirement 

Class AMR Class 

Year Ended October 31, Year Ended October 31, 

2009 2008 2007 2006 2005A 

May 1 to 
October 31, 

2009 2009 2008 2007 2006 2005A 

                      

$   12 .13  $   21 .46  $   21 .94  $   19 .94  $   18 .49  $   11 .58 $  12 .48 $  22 .05 $  22 .48 $  20 .38 $  18 .78  
                      

    0 .06      0 .16      0 .10      0 .07      0 .04      (0 .02)   0 .11   0 .33   0 .30   0 .27   0 .21  

    1 .90      (6 .93)      1 .07      2 .88      2 .23      2 .39   1 .97   (7 .15)   1 .08   2 .91   2 .26  

    1 .96      (6 .77)      1 .17      2 .95      2 .27      2 .37   2 .08   (6 .82)   1 .38   3 .18   2 .47  
                 

    (0 .12)      (0 .09)      (0 .09)      (0 .06)      (0 .05)      –     (0 .24)   (0 .28)   (0 .25)   (0 .19)   (0 .10)  

    –        (2 .47)      (1 .56)      (0 .89)      (0 .77)      –     –     (2 .47)   (1 .56)   (0 .89)   (0 .77)  
    (0 .12)      (2 .56)      (1 .65)      (0 .95)      (0 .82)      –     (0 .24)   (2 .75)   (1 .81)   (1 .08)   (0 .87)  
$   13 .97  $   12 .13  $   21 .46  $   21 .94  $   19 .94  $   13 .95 $  14 .32 $  12 .48 $  22 .05 $  22 .48 $  20 .38  
  16 .41%    (35 .19)%    5 .55%    15 .23%    12 .32%    20.47 %C   17 .30%  (34 .71)%  6 .39%  16 .12%  13 .23%  

$   28,333    $   33,479    $   69,112    $   70,602    $   44,709    $   1  $  271,066  $  209,927  $  411,406  $  412,857  $  424,965    

           
  1 .31%    1 .31%    1 .32%    1 .34%    1 .40%    1 .53%D  0 .59%  0 .56%  0 .54%  0 .55%  0 .58%  
  1 .34%    1 .31%    1 .32%    1 .34%    1 .40%    1 .53%D  0 .59%  0 .56%  0 .54%  0 .55%  0 .58%  

  0 .48%    0 .86%    0 .43%    0 .31%    0 .12%    (0 .28)%D  1 .11%  1 .62%  1 .21%  1 .10%  0 .94%  

  0 .44%    0 .86%    0 .43%    0 .31%    0 .12%    (0 .28)%D  1 .11%  1 .62%  1 .21%  1 .10%  0 .94%  
  61 %    62 %    52 %    48 %    47 %    61 %B  61%   62%   52%   48%   47 %  

                      
 
 
 
A Opus Capital Group, LLC was added as an investment advisor on February 1, 2005 and Metropolitan West Capital Management, LLC and Dreman Value Management, 
LLC were added as investment advisors on August 31, 2005. 
B Portfolio turnover rate is for the period from November 1, 2008 through October 31, 2009. 
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Privacy Policy 
 

The American Beacon Funds recognizes and respects the privacy of our shareholders. We are providing this 
notice to you so you will understand how shareholder information may be collected and used. 

 
We may collect nonpublic personal information about you from one or more of the following sources: 
 

 information we receive from you on applications or other forms; 
 

 information about your transactions with us or our service providers; and 
 

 information we receive from third parties. 
 

We do not disclose any nonpublic personal information about our customers or former customers to anyone, 
except as permitted by law. 
 
 

We restrict access to your nonpublic personal information to those employees or service providers who need to 
know that information to provide products or services to you.  To ensure the confidentiality of your nonpublic personal 
information, we maintain safeguards that comply with federal standards. 

 
 
Federal Tax Information 
 

For corporate shareholders in the Fund, the percentage of ordinary dividend income distributed for the year 
ended October 31, 2009, which is designated as qualifying for the dividends-received deduction, was 38.12%. 

 
For shareholders in the Fund, the percentage of dividend income distributed for the year ended October 31, 

2009, which is designated as qualified dividend income under the Jobs Growth Tax Relief Act of 2003, was 69.55%.  
Shareholders will receive notification in January 2010 of the percentage applicable to the preparation of their 2009 
income tax returns. 
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At its May 27, 2009 meeting, the Board of Trustees (“Board”) considered the renewal of each existing Management Agreement 

between American Beacon Advisors, Inc. (the “Manager”) and the American Beacon Funds (“Beacon Trust”) (the “Funds”) and each 
Investment Advisory Agreement between the Manager and a subadvisor (“Investment Advisory Agreements” and collectively with the 
Management Agreement, the “Agreements”).  In preparation for the Board’s consideration to renew these Agreements, the Board and its 
Investment Committee undertook steps to gather and consider information furnished by the Manager, the subadvisors and Lipper, Inc. 
(“Lipper”).  The Board, with the assistance of independent legal counsel, requested and received certain relevant information from the 
Manager and each subadvisor.   

 
In addition, the Board’s Investment Committee worked with Lipper to obtain relevant comparative information regarding the 

performance, fees and expenses of the Funds.  The Investment Committee held a separate meeting on May 13, 2009 to consider the 
information provided by Lipper.  Further, the Board took into consideration information furnished for the Board’s review and consideration 
throughout the year at regular Board and Investment Committee meetings, as well as information specifically prepared in connection with 
the renewal process. 

 
In connection with the Board’s consideration of the Management Agreement and each Investment Advisory Agreement, the 

Trustees considered, among other materials, responses by the Manager and the subadvisors to inquiries requesting: 

 a description of any significant changes (actual or anticipated) to principal activities, personnel, services provided to the Funds, or 
any other area, including how these changes might affect the Funds; 

 

 a copy of the firm’s most recent audited or unaudited financial statements, as well as Parts 1 and II of its Form ADV registration 
statement with the SEC; 

 

 a summary of any material past, pending or anticipated litigation or regulatory proceedings involving the firm or its personnel, 
including the results of any recent regulatory examination or independent audit; 

 

 a comparison of the performance of that portion of Fund assets managed by each firm with performance of other similar accounts 
managed by the firm, including a discussion of relative performance versus a peer group average and any remedial measures if the 
firm’s performance was materially below that of the peer group; 

 

 a profit/loss analysis of the firm and any actual or anticipated economies of scale in relation to the services it provides to each 
Fund; 

 

 an analysis of compensation, including a comparison with fees charged to other clients for which similar services are provided, any 
proposed changes to the fee schedule and the effect of any fee waivers; 

 

 a description of any payments by the subadvisors to the manager to support the Funds’ marketing efforts; 
 

 an evaluation of any other benefits to the firm or Funds as a result of their relationship, if any; 
 

 confirmation that the firm’s financial condition would not impair its ability to provide high-quality advisory services to the Funds; 
 

 a description of any internal actions the firm has taken or anticipates taking in light of the current and projected decrease in 
revenues from prior years as a result of the current economic environment and, as applicable, information regarding the firm’s 
decline in assets under management from January 1, 2008 through March 31, 2009; 

 

 a description of the scope of portfolio management services provided to the Funds, including whether such services differ from the 
services provided to other clients, including other registered investment companies, and any advantages or disadvantages that 
might accrue to the Funds due to the firm’s involvement in other activities; 

 

 a description of the personnel who are assigned primary responsibility for managing the Funds, including any changes during the 
past year, and a discussion of the adequacy of current and projected staffing levels to service the Funds; 

 

 a description of the basis upon which portfolio managers are compensated, including any “incentive” arrangements; 
 

 a discussion regarding the firm’s participation in “soft dollar” arrangements, if any, or other brokerage allocation policies with 
respect to Fund transactions, including the firm’s methodology for obtaining the most favorable execution and the use of any 
affiliated broker-dealers; 

 

 a description of any actual or potential conflicts of interest anticipated in managing Fund assets; 
 

 a description of trade allocation procedures among accounts managed by the firm; 
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 a discussion of whether the firm receives, with respect to the Funds, other compensation, including any payment for order flow or 
ECN liquidity rebates 

 

 a certification by the firm regarding the reasonable design of its compliance program; 
 

 information regarding the firm’s code of ethics, insider trading policy and disaster recovery plan, including a description of any 
material changes thereto and a related certification of compliance by the firm; 

 

 a description of the firm’s affiliation with any broker-dealer; 
 

 a discussion of any anticipated change in the firm’s controlling persons; and 
 

 verification of the firm’s insurance coverage with regards to the services provided to the Funds. 
 

In addition to the foregoing, the Manager provided the following information specific to the renewal of the Management 
Agreement: 

 a comparison of the performance of each Fund to comparable investment companies and appropriate indices, including comments 
on the relative performance of each subadvisor and each Fund versus the respective peer group average; 

 

 a discussion, if applicable, of any underperformance by a subadvisor relative to its peer group and what, if any, remedial measures 
the Manager has or intends to take; 

 

 a comparison of advisory fees and expense ratios for comparable mutual funds; 
 

 an analysis of any material complaints received from Fund shareholders;  
 

 a description of the Manager’s securities lending practices and the fees received from such practices; 
 

 a discussion of any rebate arrangements between the Manager and a service provider to the Funds pursuant to which the Manager 
receives direct or indirect benefits from the service provider;  

 

 a description of any revenue sharing activities with respect to the Funds; 
 

 a description of the portfolio turnover rate and average execution costs for each Fund and each subadvisor to a Fund; and 
 

 a description of how expenses that are not readily identifiable to a particular Fund are allocated. 
 
In connection with the Management Agreement and each Investment Advisory Agreement, the Board also obtained an analysis 

provided by Lipper that compared: (i) investment performance of each Fund versus comparable investment companies and appropriate 
indices; (ii) total Fund expenses of each Fund versus comparable mutual funds; and (iii) each Fund’s investment advisory fees versus 
comparable mutual funds.  For each Fund with more than one class of shares, the class of shares used for comparative purposes was the class 
with the longest performance history, which in most cases was the Institutional Class.  References below to each Fund’s Lipper peer group 
are to the group of comparable mutual funds included in the analysis provided by Lipper. 

Provided below is an overview of the primary factors the Trustees considered at the Investment Committee meeting on May 13, 
2009 at which the Trustees reviewed the investment performance of the Manager and each subadvisor and the primary factors considered by 
the Board at its May 27, 2009 meeting at which the Board considered the renewal of the Agreements.  The Board did not identify any 
particular information that was most relevant to its consideration to renew the Management Agreement and each Investment Advisory 
Agreement, and each Trustee may have afforded different weight to the various factors.  Legal counsel to the independent Trustees provided 
the Board with a memorandum regarding its responsibilities pertaining to the renewal of the Agreements.  The memorandum explained the 
regulatory requirements surrounding the Trustees’ process for evaluating investment advisors and the terms of the contracts.  Based on its 
evaluation, the Board unanimously concluded that the terms of each Agreement were reasonable and fair and that the renewal of each 
Agreement was in the best interests of the Funds and their shareholders.   

Considerations With Respect to All Funds 

 In determining whether to renew the Management Agreement and each Investment Advisory Agreement, the Trustees considered 
the best interests of each Fund separately.  While the Management Agreement and the Investment Advisory Agreements for all of the Funds 
were considered at the May 27, 2009 meeting, the Board considered each Fund’s investment management and subadvisory relationships 
separately.  In each instance, the Board considered, among other things, the following factors:  (1) the nature and quality of the services 
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provided; (2) the investment performance of a Fund and, as applicable, each subadvisor for a Fund; (3) the costs incurred by the Manager 
and (to the extent provided) the subadvisors in rendering their services and their resulting profits or losses; (4) the extent to which 
economies of scale have been taken into account in setting each fee schedule; (5) whether fee levels reflect these economies of scale for the 
benefit of Fund investors; (6) comparisons of services and fees with contracts entered into by the Manager or a subadvisor or their affiliates 
with other clients (such as pension funds and other institutional funds); and (7) any other benefits derived or anticipated to be derived by 
the Manager or a subadvisor from their relationship with a Fund.  The Trustees posed questions to various management personnel of the 
Manager regarding certain key aspects of the materials submitted in support of the renewal. 
 
 Nature, Extent and Quality of Services.  With respect to the renewal of the Management Agreement, the Board considered: the 
background and experience of key investment personnel and the Manager’s ability to retain them; the Manager’s disciplined investment 
approach and goal to provide consistent above average long-term performance at a low cost; the Manager’s continuing efforts to add new 
series and share classes to enhance the Funds’ product line; the Manager’s record in building improved compliance, control and credit 
functions that reduce risks to the Funds; the addition of personnel to manage the Funds, promote sales and improve services; and the active 
role played by the Manager in monitoring and, as appropriate, recommending replacements for the investment subadvisors and master 
portfolios.   
 
 With respect to the renewal of each Investment Advisory Agreement, the Trustees considered the background and experience of 
each subadvisor’s investment personnel responsible for managing the Funds, the size of the subadvisor and their ability to continue to attract 
and retain qualified investment personnel.  Based on the foregoing information, the Board concluded that the nature, extent and quality of 
the management and advisory services provided by the Manager and each subadvisor were appropriate for each Fund and, thus, determined 
to renew the Management Agreement and the Investment Advisory Agreement for each Fund. 
 Investment Performance.  The Board evaluated the comparative information provided by Lipper and the Manager regarding each 
Fund’s investment performance relative to its benchmark index(es) and peer group.  The Board considered the information provided by 
Lipper regarding its independent peer selection methodology to select all peer groups and universes.  The Board also considered the 
performance reports and discussions with management at Board and Committee meetings throughout the year.  The Manager also noted that 
it generally was satisfied with the performance of the subadvisors.  A discussion regarding the Board’s considerations with respect to each 
Fund’s performance appears below under “Additional Considerations and Conclusions with Respect to Each Fund.” 
 
 Costs of the Services Provided to the Funds and the Profits Realized by the Manager from its Relationship with the Funds.  In 
analyzing the cost of services and profitability of the Manager and a subadvisor by Fund, the Board considered the revenues earned and the 
expenses incurred by the Manager.  The profits or losses were noted at both an individual Fund level and at an aggregate level for all Funds.  
The Board also considered that the Management Agreement for the Beacon Trust, stipulates that, to the extent that a Fund invests all of its 
investable assets in another registered investment company (i.e., is a “Feeder Fund”), the Fund will not pay the Manager a management fee.  
The index series of the Funds also operate under a master-feeder structure, but each of these series invests in a master portfolio that is not 
managed by the Manager.  As such, the Board considered that the Manager does not receive a management fee with respect to the 
International Equity Index, S&P 500 Index, or Small Cap Index Funds.  With respect to the Short-Term Bond Fund, the Board also considered 
the Manager’s advisory fees for services provided by the Manager to institutional separate accounts with similar investment strategies.  
Although the Board noted that, in certain cases, the fee rates paid by other clients is lower than the fee rates paid by the Funds, the 
difference reflects the greater level of responsibility and regulatory requirements associated with managing the Funds. 
 
 The Board also noted that the Manager proposed to continue the expense waivers and reimbursements for certain Funds and 
classes that were in place during the last fiscal year and to discontinue the expense waivers and reimbursements for certain classes of the 
Funds that were closing or maintained competitive expense ratios without such expense waivers.  The Board further considered that each 
subadvised Fund pays the Manager the amounts due to its subadvisors, and the Manager remits these amounts directly to the applicable 
subadvisors.  The Board considered that the Manager receives service and administrative fees to compensate the Manager for providing 
administrative services to the Funds and to compensate third-party administrators and broker-dealers for services to Fund shareholders.  In 
addition, the Board considered that the Manager receives management fees for overseeing the securities lending relationships on behalf of 
various Funds.  The Board also noted that certain classes of the Funds maintain higher expense ratios in order to compensate third-party 
distributors. 
 
 In analyzing the cost of services and profitability for each subadvisor in connection with its investment advisory services to the 
Fund, the Board considered that, in many cases, the Manager has negotiated the lowest subadvisory fee a subadvisor charges for any 
comparable client accounts.  The Board gave less weight to profitability considerations or did not view this data as imperative to its 
deliberations given the arm’s length nature of the relationship between the Manager and the subadvisors with respect to the negotiation of 
subadvisory fees. 
 
 Based on the foregoing information, the Board concluded that the profitability levels were reasonable in light of the services 
performed by the Manager and the subadvisors.  A discussion regarding the Board’s considerations with respect to each Fund’s fee rates is set 
forth below under “Additional Considerations and Conclusions with Respect to Each Fund.” 
 
 Economies of Scale.  In considering the reasonableness of the management and investment advisory fees, the Board considered 
whether economies of scale will be realized as the Funds grow and whether fee levels reflect these economies of scale for the benefit of 
Fund shareholders.  In this regard, the Board considered that the Manager has negotiated breakpoints in many subadvisory fee rates.  The 
Board also noted that, for purposes of determining the fee rates chargeable to the Funds, many subadvisors have agreed to take into account 
other assets of AMR Corporation and its pension plans that are managed by the subadvisors.  Thus, the Funds are able to receive lower 
effective fee rates.  The Board also noted the Manager’s representation that Fund assets have decreased significantly primarily due to 
market depreciation in 2008 and the first quarter of 2009, as well as significant share redemptions from the Money Market Funds and the 
inability of certain competitor money market funds’ to maintain positive yields, causing mass redemptions in money market funds throughout 
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the industry.  Based on the foregoing information, the Board concluded that the Manager and subadvisor fee schedules for each Fund 
provides for a reasonable sharing of benefits from any economies of scale with the Fund. 
 
 Benefits Derived from the Relationship with the Funds.  The Board considered the “fall-out” or ancillary benefits that accrue to 
the Manager and/or the subadvisors as a result of the advisory relationships with the Funds, including greater exposure in the marketplace 
with respect to the Manager’s or subadvisor’s investment process and expanding the level of assets under management by the Manager and 
the subadvisors.  The Board also considered that the Manager’s relationship with the Funds continues to be a significant factor in attracting 
separate account assets for the Manager, noting specifically the Manager’s utilization of the Large Cap Value Fund model for a newly 
registered actively managed exchange traded fund managed by the Manager.  In addition, the Board noted that the Manager provides 
services to each Trust at a relatively low cost.  The Board considered that certain of the subadvisors reimburse the Manager for certain of its 
costs relating to distribution activities for the Funds.  The Board also considered that Funds did not pay commissions to any affiliated broker-
dealer of the Manager or the relevant subadvisor during the most recent fiscal year ended October 31. 
 
 Based on the foregoing information, the Board concluded that the potential benefits accruing to the Manager and the subadvisors 
by virtue of their relationships with the Funds appear to be fair and reasonable. 
 
Additional Considerations and Conclusions with Respect to Each Fund 

Except for the Short-Term Bond Fund, the performance comparisons below were made versus each Fund’s Lipper peer universe 
median.  References to the Lipper expense universe below are to the universe of comparable mutual funds included in the analysis provided 
to the Trustees by Lipper, Inc. 
 
Additional Considerations and Conclusions with Respect to the Small Cap Value Fund  
 
 In considering the renewal of the Management Agreement for the Small Cap Value Fund, the Trustees considered the following 
additional factors: (1) the Small Cap Value Fund outperformed the peer universe median for the one-, three-, and ten-year periods ended 
March 31, 2009 but underperformed for the five-year period; and (2) the expense ratio of the Institutional Class of Fund shares ranked better 
than the median of its Lipper expense universe.  
 
 In considering the renewal of the Investment Advisory Agreements with Barrow, Brandywine, Dreman Value Management, LLC 
(“Dreman”), Hotchkis, MetWest, TBC, and Opus Capital Group, LLC (“Opus”), the Trustees considered the following additional factors: (1) 
Hotchkis outperformed the peer universe median for the ten-year period and the quarter ended March 31, 2009, but underperformed for the 
one- three- and five-year periods; (2) Brandywine outperformed the peer universe median for the three- and ten-year periods ended March 
31, 2009, but underperformed for the one- and five-year periods; (3) Barrow outperformed the peer universe median for the three- and five-
year periods ended March 31, 2009, but underperformed for the one-year period; (4) TBC and Opus outperformed the peer universe median 
for the one- and three-year periods ended March 31, 2009; (5) Dreman and MetWest have not been allocated a portion of Fund assets to 
date; (6) management’s analysis regarding the rationale for Hotchkis’, Brandywine’s and Barrow’s underperformance; (7) that management 
will continue to monitor, and the Board or its Investment Committee will periodically review, Barrow’s investment performance with respect 
to its allocated portion of the Small Cap Value Fund’s assets; (8) Barrow, Brandywine, Hotchkis, and TBC informed the Manager that they use 
Fund commissions to obtain proprietary research, the application of which benefits the Fund and each of those subadvisors’ clients; (9) 
Barrow, Brandywine, Hotchkis and TBC have indicated that they do not charge lower advisory fees to other clients for which they provide 
comparable services; and (10) the Manager’s recommendation to continue to retain each subadvisor. 
 

Based on these and other considerations the Trustees (1) concluded that the fees paid to the Manager and the subadvisors under 
the Agreements are fair and reasonable, (2) determined that the Small Cap Value Fund and its shareholders would benefit from the 
Manager’s and subadvisors’ continued management of the Fund and (3) approved the renewal of the Management and Investment Advisory 
Agreements with respect to the Small Cap Value Fund. 
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The Trustees and officers of the American Beacon Funds (the “Trust”) are listed below, together with their principal occupations 

during the past five years.  Unless otherwise indicated, the address of each person listed below is 4151 Amon Carter Boulevard, MD 2450, 
Fort Worth, Texas 76155.  Each Trustee oversees nineteen funds in the fund complex that includes the Trust, the American Beacon Master 
Trust, the American Beacon Mileage Funds, and the American Beacon Select Funds.  The Trust’s Statement of Additional Information contains 
additional information about the Trustees and is available without charge by calling 1-800-658-5811. 
 

Name, Age and Address 

 Position, Term of 
Office and Length 

of Time Served 
with the Trust 

 

Principal Occupation(s) During Past 5 Years 
and Current Directorships 

     
INTERESTED TRUSTEES     
  Term   
  Lifetime of Trust 

until removal, 
resignation or 
retirement* 

 

  

Alan D. Feld** (72)  Trustee since 1996  Sole Shareholder of a professional corporation which is a Partner in the law firm 
of Akin, Gump, Strauss, Hauer & Feld, LLP (1960-Present); Director, Clear 
Channel Communications (1984-Present); Trustee, CenterPoint Properties 
(1994-2006); Member, Board of Trustees, Southern Methodist University ; 
Member, Board of Visitors, M.D. Anderson Hospital; Board of Visitors, 
Zale/Lipshy Hospital; Trustee, American Beacon Mileage Funds (1996-present); 
Trustee, American Beacon Select Funds (1996-present); Trustee, American 
Beacon Master Trust Funds (1996-present). 
 

NON-INTERESTED 
TRUSTEES 

 
Term 

  

  Lifetime of Trust 
until removal, 
resignation or 
retirement* 

  

     
W. Humphrey Bogart (65)  Trustee since 2004  Board Member, Baylor University Medical Center Foundation (1992-2004); 

Consultant, New River Canada Ltd. (mutual fund servicing company) (1998-
2003); President and CEO, Allmerica Trust Company, NA (1996-1997); President 
and CEO, Fidelity Investments Southwest Company (1983-1995); Senior Vice 
President of Regional Centers, Fidelity Investments (1988-1995); Trustee, 
American Beacon Mileage Funds (2004-present); Trustee, American Beacon 
Select Funds (2004-present); Trustee, American Beacon Master Trust Funds 
(2004-present). 

     
Brenda A. Cline (49)  Trustee since 2004  Executive Vice President, Chief Financial Officer, Treasurer and Secretary, 

Kimbell Art Foundation (1993-Present); Trustee, Texas Christian University 
(1998-Present); Trustee, W.I. Cook Foundation, Inc. (d/b/a Cook Children’s 
Health Foundation) (2001-2006); Director, Christian Church Foundation (1999-
2007); Trustee, American Beacon Mileage Funds (2004-present); Trustee, 
American Beacon Select Funds (2004-present); Trustee, American Beacon 
Master Trust Funds (2004-present). 

Eugene J. Duffy (55)  Trustee since 2008  Bank of Atlanta (2008-Present); Chairman, Special Contributions Fund Board of 
Trustees, National Association for the Advancement of Colored People (2007-
Present); Trustee, National Association for the Advancement of Colored People 
(2000-Present); Board of Visitors, Emory University (2006-Present); Trustee, 
Atlanta Botanical Garden (2006-Present); Board Member, Willie L. Brown Jr. 
Institute on Politics and Public Service (2001-Present); Chair, National 
Association of Securities Professionals (2000-2002); Deputy Chief Administrative 
Officer, City of Atlanta (1985-1990); Trustee, American Beacon Mileage Funds 
(2008-present); Trustee, American Beacon Select Funds (2008-present); 
Trustee, American Beacon Master Trust Funds (2008-present). 
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Name, Age and Address 

 Position, Term of 
Office and Length 

of Time Served 
with the Trust 

 

Principal Occupation(s) During Past 5 Years 
and Current Directorships 

     
Thomas M. Dunning (66) 
 

 Trustee since 2008  Consultant, (2008-Present); Chairman (2003-2008) and Chief Executive Officer 
(2003-2007), Lockton Dunning Benefits (consulting firm in employee benefits); 
Director, Oncor Electric Delivery Company LLC (2007-present); Advisory 
Director, Comerica Texas (2003-present); Immediate Past Chairman and Board 
Member, Dallas Citizens Council; Director, Baylor Health Care System 
Foundation (2007-present); State Vice Chair, State Fair of Texas; Board 
Member, Southwestern Medical Foundation (1994-present); Trustee, American 
Beacon Mileage Funds (2008-present); Trustee, American Beacon Select Funds 
(2008-present); Trustee, American Beacon Master Trust Funds (2008-present).  

     
Richard A. Massman (66)  Trustee since 2004 

Chairman since 2008 
 Consultant and General Counsel Emeritus (2009-Present), Senior Vice President 

and General Counsel, Hunt Consolidated, Inc. (holding company engaged in oil 
and gas exploration and production, refining, real estate, farming, ranching and 
venture capital activities) (1994-2009). Chairman (2007-Present) and Director 
(2005-Present), The Dallas Opera Foundation; Chairman (2006-Present) and 
Director (2005-Present), Temple Emanu-El Foundation; Trustee, Presbyterian 
Hospital Foundation (2006-Present); Trustee, American Beacon Mileage Funds 
(2004-present); Trustee, American Beacon Select Funds (2004-present); 
Trustee, American Beacon Master Trust Funds (2004-present). 

R. Gerald Turner (64) 
225 Perkins Admin. Bldg. 
Southern Methodist Univ. 
Dallas, Texas 75275 
 

 Trustee since 2001  President, Southern Methodist University (1995-Present); Director, ChemFirst 
(1986-2002); Director, J.C. Penney Company, Inc. (1996-Present); Director, 
California Federal Preferred Capital Corp. (2001-2003); Director, Kronus 
Worldwide Inc. (chemical manufacturing) (2003-Present); Director, First 
Broadcasting Investment Partners, LLC (2003-2007); Member, Salvation Army of 
Dallas Board of Directors; Member, Methodist Hospital Advisory Board; Co-Chair, 
Knight Commission on Intercollegiate Athletics; Trustee, American Beacon 
Mileage Funds (2001-present); Trustee, American Beacon Select Funds (2001-
present); Trustee, American Beacon Master Trust Funds (2001-present). 

Paul J. Zucconi,CPA (68) 
 

 Trustee since 2008  Director, Affirmative Insurance Holdings, Inc. (producer of nonstandard 
automobile insurance) (2004-present); Director, Titanium Metals Corporation 
(producer of titanium melted and mill products and sponge) (2002- present); 
Director, Torchmark Corporation (life and health insurance products) (2002-
present); Director, National Kidney Foundation of North Texas (2003-Present); 
Director, Dallas Chapter of National Association of Corporate Directors (2004-
Present); Partner, KPMG (1976-2001); Trustee, American Beacon Mileage Funds 
(2008-present); Trustee, American Beacon Select Funds (2008-present); 
Trustee, American Beacon Master Trust Funds (2008-present). 

 
 
OFFICERS     
  Term   
  One Year 

 
  

William F. Quinn** (61)  Executive Vice 
President from 

2007 to 2008 and 
2009 to Present 
President from 
1987 to 2007 

and 2008 to 2009 
Trustee from 
1987 to 2008 

 

 Executive Chairman (2009-Present), Chairman (2006-2009) and CEO (2006-
2007), President (1986-2006) and Director (2003-Present), American Beacon 
Advisors, Inc.; Chairman (1989-2003) and Director (1979-1989, 2003-Present), 
American Airlines Federal Credit Union; Director, Crescent Real Estate Equities, 
Inc.(1994-2007); Director, Pritchard, Hubble & Herr, LLC (investment advisor) 
(2001-2006); Director of Investment Committee, Southern Methodist University 
Endowment Fund (1996-Present); Member, Southern Methodist University Cox 
School of Business Advisory Board (1999-2002); Member, New York Stock 
Exchange Pension Manager Committee (1997-1998, 2000-2002, 2006-Present); 
Chairman (2007-Present) and Vice Chairman (2004-2007), Committee for the 
Investment of Employee Benefits; Director, United Way of Metropolitan Tarrant 
County (1988-2000, 2004-Present); Trustee, American Beacon Mileage Funds 
(1995-2008); Trustee, American Beacon Select Funds (1999-2008); Trustee, 
American Beacon Master Trust (1995-2008). 
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Name, Age and Address 

 Position, Term of 
Office and Length 

of Time Served 
with the Trust 

 

Principal Occupation(s) During Past 5 Years 
and Current Directorships 

     
Gene L. Needles, Jr. (54)  President 2009 to 

Present and 
Executive Vice 
President 2009 

 President, CEO and Director (2009-Present), American Beacon Advisors, Inc. 
President (November 2009-Present), Executive Vice President (May 2009-
November 2009) of the American Beacon Funds, American Beacon Mileage 
Funds, American Beacon Select Funds, and American Beacon Master Trust.  
President (2008-2009), Touchstone Investments; President (2003-2007), CEO 
(2004-2007), Managing Director of Sales (2002-2003), National Sales Manager 
(1999-2002), and Regional Sales Manager (1993-1999), AIM Distributors. 
 

Rosemary K. Behan (50)  VP, Secretary and 
Chief Legal 

Officer since 2006 
 

 Vice President, Legal and Compliance, American Beacon Advisors, Inc. (2006-
Present); Assistant General Counsel, First Command Financial Planning, Inc. 
(2004-2006); Attorney (1995-2004), Securities and Exchange Commission. 

     
Brian E. Brett (49)  VP since 2004  Vice President, Director of Sales and Marketing, American Beacon Advisors, Inc. 

(2004-Present); Regional Vice President, Neuberger Berman, LLC (investment 
advisor) (1996-2004).  
 

Wyatt Crumpler (43)  VP since 2007  Vice President, Asset Management, American Beacon Advisors, Inc. (2007-
Present); Managing Director of Corporate Accounting (2004-2007), Director of IT 
Strategy and Finance (2002-2004), American Airlines, Inc. 
 

Michael W. Fields (55)  VP since 1989  Vice President, Fixed Income Investments, American Beacon Advisors, Inc. 
(1988-Present); Director American Beacon Global Funds SPC (2002-present); 
Director, American Beacon Global Funds plc (2007-2009).  
 

Rebecca L. Harris (42)  Treasurer since 
1995 

 

 Vice President, Finance, American Beacon Advisors, Inc. (1995-Present).  

Christina E. Sears (38)  Chief Compliance 
Officer since 2004 

and Asst. 
Secretary since 

1999 

 Chief Compliance Officer, American Beacon Advisors, Inc. (2004-Present); 
Senior Compliance Analyst, American Beacon Advisors, Inc. (1998-2004).  

 

* The Board has adopted a retirement plan that requires Trustees to retire no later than the last day of the calendar year in which they reach the age of 72, 
provided, however, that the Board may determine to grant one or more annual exemptions to this requirement. 

**  Mr. Feld is deemed to be an “interested person” of the Trusts, as defined by the 1940 Act.  Mr. Feld’s law firm of Akin, Gump, Strauss, Hauer & Feld 
LLP has provided legal services within the past two fiscal years to the Manager and one or more of the Trust’s and Master Trust’s sub-advisors.   
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Delivery of Documents 
 
To reduce expenses, your financial institution may mail only one copy of the Prospectus, Annual Report and Semi-Annual Report to those addresses 
shared by two or more accounts. If you wish to receive individual copies of these documents, please contact your financial institution. Delivery of 
individual copies will commence thirty days after receiving your request. 
 

If you invest in the Fund through a financial institution, you may be able to receive the Fund’s regulatory mailings, such as the Prospectus, Annual 
Report and Semi-Annual Report, by e-mail. If you are interested in this option, please go to www.icsdelivery.com and search for your financial 
institution’s name or contact your financial institution directly. 
 
To obtain more information about the Fund: 




 




By E-mail: 
american_beacon.funds@ambeacon.com 

 

On the Internet: 
Visit our website at www.americanbeaconfunds.com 

 
  
  

 
By Telephone: 

Institutional, Y, Investor, Advisor and Retirement Classes 
Call (800) 658-5811 

AMR ClassSM 

Call (800) 345-2345 
 

By Mail: 
American Beacon Funds 

P.O. Box 219643 
Kansas City, MO 64121-9643 

 

  
  

Availability of Quarterly Portfolio Schedules 
 

In addition to the Schedule of Investments provided in 
each semi-annual and annual report, the Fund files a 
complete schedule of its portfolio holdings with the 
Securities and Exchange Commission (“SEC”) on Form N-Q 
as of the first and third fiscal quarters. The Fund’s Forms 
N-Q are available on the SEC’s website at www.sec.gov. 
The Forms N-Q may also be reviewed and copied at the 
SEC’s Public Reference Room, 450 Fifth Street, NW, 
Washington, DC 20549.  Information regarding the 
operation of the SEC’s Public Reference Room may be 
obtained by calling 1-800-SEC-0330. A complete schedule 
of the Fund’s portfolio holdings is also available on the 
Funds’ website (www.americanbeaconfunds.com) 
approximately thirty days after the end of each month. 

Availability of Proxy Voting Policy and Records 
 

A description of the policies and procedures the Fund uses 
to determine how to vote proxies relating to portfolio 
securities is available in the Fund’s Statement of 
Additional Information, is available free of charge on the 
Fund’s website (www.americanbeaconfunds.com) and by 
calling 1-800-967-9009 or by accessing the SEC’s website 
at www.sec.gov. The Fund’s proxy voting record for the 
most recent year ended June 30 is filed annually with the 
SEC on Form N-PX. The Fund’s Forms N-PX are available 
on the SEC’s website at www.sec.gov. The Fund’s proxy 
voting record may also be obtained by calling 1-800-967-
9009. 

 
Fund Service Providers: 
 

CUSTODIAN 
State Street Bank and 
Trust 
Boston, Massachusetts 

 TRANSFER AGENT 
Boston Financial Data 
Services 
Kansas City, Missouri 
 

 INDEPENDENT REGISTERED 
PUBLIC ACCOUNTING 

FIRM 
Ernst & Young LLP 
Dallas, Texas 
 

 DISTRIBUTOR 
Foreside Fund Services 
Portland, Maine 
 

 
This report is prepared for shareholders of the American Beacon Funds and may be distributed to others only if 
preceded or accompanied by a current prospectus. 
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