








T. ROWE PRICE BALANCED FUND

STATEMENT OF CHANGES IN NET ASSETS

($000s)
Year
Ended
12/31/10 12/31/09
Increase (Decrease) in Net Assets
Operations
Net investment income $ 64,143  $ 58,378
Net realized gain (loss) 61,615 (129,884)
Change in net unrealized gain 211,940 642,216
Increase in net assets from operations 337,698 570,710
Distributions to shareholders
Net investment income (66,393) (59,482)
Capital share transactions*
Shares sold 538,539 450,279
Distributions reinvested 64,394 57,659
Shares redeemed (458,408) (459,285)
Increase in net assets from capital share
transactions 144,525 48,653
Net Assets
Increase during period 415,830 559,881
Beginning of period 2,656,736 2,096,855
End of period S 3,072,566 S 2,656,736
Undistributed net investment income 81 988
*Share information
Shares sold 29,836 29,056
Distributions reinvested 3,549 3,709
Shares redeemed (25,441) (30,715)
Increase in shares outstanding 7,944 2,050

The accompanying notes are an integral part of these financial statements.
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December 31, 2010

NOTES TO FINANCIAL STATEMENTS

T. Rowe Price Balanced Fund, Inc. (the fund), is registered under the Investment
Company Act of 1940 (the 1940 Act) as a diversified, open-end management
investment company. The fund commenced operations on December 31, 1939.
The fund seeks to provide capital growth, current income, and preservation of
capital through a portfolio of stocks and fixed-income securities.

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

Basis of Preparation The accompanying financial statements were prepared
in accordance with accounting principles generally accepted in the United
States of America (GAAP), which require the use of estimates made by fund
management. Fund management believes that estimates and valuations are
appropriate; however, actual results may differ from those estimates, and the
valuations reflected in the accompanying financial statements may differ from
the value ultimately realized upon sale or maturity.

Investment Transactions, Investment Income, and Distributions Income and
expenses are recorded on the accrual basis. Premiums and discounts on debt
securities are amortized for financial reporting purposes. Paydown gains and
losses are recorded as an adjustment to interest income. Dividends received
from mutual fund investments are reflected as dividend income; capital gain
distributions are reflected as realized gain/loss. Earnings on investments
recognized as partnerships for federal income tax purposes reflect the tax
character of such earnings. Dividend income and capital gain distributions are
recorded on the ex-dividend date. Income tax-related interest and penalties, if
incurred, would be recorded as income tax expense. Investment transactions
are accounted for on the trade date. Realized gains and losses are reported

on the identified cost basis. Distributions to shareholders are recorded on the
ex-dividend date. Income distributions are declared and paid quarterly. Capital
gain distributions, if any, are generally declared and paid by the fund annually.

Currency Translation Assets, including investments, and liabilities denominated
in foreign currencies are translated into U.S. dollar values each day at the
prevailing exchange rate, using the mean of the bid and asked prices of such
currencies against U.S. dollars as quoted by a major bank. Purchases and

sales of securities, income, and expenses are translated into U.S. dollars at the
prevailing exchange rate on the date of the transaction. The effect of changes in
foreign currency exchange rates on realized and unrealized security gains and
losses is reflected as a component of security gains and losses.
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Rebates and Credits Subject to best execution, the fund may direct certain
security trades to brokers who have agreed to rebate a portion of the related
brokerage commission to the fund in cash. Commission rebates are reflected as
realized gain on securities in the accompanying financial statements and totaled
$39,000 for the year ended December 31, 2010. Additionally, the fund earns
credits on temporarily uninvested cash balances held at the custodian, which
reduce the fund’s custody charges. Custody expense in the accompanying finan-
cial statements is presented before reduction for credits, which are reflected as
expenses paid indirectly.

New Accounting Pronouncement On January 1, 2010, the fund adopted new
accounting guidance that requires enhanced disclosures about fair value
measurements in the financial statements. Adoption of this guidance had no
impact on the fund’s net assets or results of operations.

NOTE 2 - VALUATION

The fund’s financial instruments are reported at fair value as defined by GAAP.
The fund determines the values of its assets and liabilities and computes its
net asset value per share at the close of the New York Stock Exchange (NYSE),
normally 4 p.m. ET, each day that the NYSE is open for business.

Valuation Methods Equity securities listed or regularly traded on a securities
exchange or in the over-the-counter (OTC) market are valued at the last quoted
sale price or, for certain markets, the official closing price at the time the valu-
ations are made, except for OTC Bulletin Board securities, which are valued at
the mean of the latest bid and asked prices. A security that is listed or traded
on more than one exchange is valued at the quotation on the exchange deter-
mined to be the primary market for such security. Listed securities not traded
on a particular day are valued at the mean of the latest bid and asked prices for
domestic securities and the last quoted sale price for international securities.

Debt securities are generally traded in the OTC market. Securities with remain-
ing maturities of one year or more at the time of acquisition are valued at prices
furnished by dealers who make markets in such securities or by an independent
pricing service, which considers the yield or price of bonds of comparable
quality, coupon, maturity, and type, as well as prices quoted by dealers who
make markets in such securities. Securities with remaining maturities of less
than one year at the time of acquisition generally use amortized cost in local
currency to approximate fair value. However, if amortized cost is deemed not to
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reflect fair value or the fund holds a significant amount of such securities with
remaining maturities of more than 60 days, the securities are valued at prices
furnished by dealers who make markets in such securities or by an independent
pricing service.

Investments in mutual funds are valued at the mutual fund’s closing net asset
value per share on the day of valuation. Investments in private investment
companies are valued at the entity’s net asset value (or equivalent) as of the
valuation date. Financial futures contracts are valued at closing settlement
prices. Swaps are valued at prices furnished by independent swap dealers or by
an independent pricing service.

Other investments, including restricted securities, and those financial instru-
ments for which the above valuation procedures are inappropriate or are
deemed not to reflect fair value are stated at fair value as determined in good
faith by the T. Rowe Price Valuation Committee, established by the fund’s
Board of Directors.

For valuation purposes, the last quoted prices of non-U.S. equity securities may
be adjusted under the circumstances described below. If the fund determines
that developments between the close of a foreign market and the close of the
NYSE will, in its judgment, materially affect the value of some or all of its port-
folio securities, the fund will adjust the previous closing prices to reflect what

it believes to be the fair value of the securities as of the close of the NYSE. In
deciding whether it is necessary to adjust closing prices to reflect fair value, the
fund reviews a variety of factors, including developments in foreign markets,
the performance of U.S. securities markets, and the performance of instruments
trading in U.S. markets that represent foreign securities and baskets of foreign
securities. A fund may also fair value securities in other situations, such as when
a particular foreign market is closed but the fund is open. The fund uses outside
pricing services to provide it with closing prices and information to evaluate
and/or adjust those prices. The fund cannot predict how often it will use closing
prices and how often it will determine it necessary to adjust those prices to
reflect fair value. As a means of evaluating its security valuation process, the
fund routinely compares closing prices, the next day’s opening prices in the
same markets, and adjusted prices.
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Valuation Inputs Various inputs are used to determine the value of the fund’s
financial instruments. These inputs are summarized in the three broad levels
listed below:

Level 1 — quoted prices in active markets for identical financial instruments

Level 2 — observable inputs other than Level 1 quoted prices (including, but
not limited to, quoted prices for similar financial instruments, interest
rates, prepayment speeds, and credit risk)

Level 3 — unobservable inputs

Observable inputs are those based on market data obtained from sources
independent of the fund, and unobservable inputs reflect the fund’s own
assumptions based on the best information available. The input levels are
not necessarily an indication of the risk or liquidity associated with financial
instruments at that level. For example, non-U.S. equity securities actively
traded in foreign markets generally are reflected in Level 2 despite the
availability of closing prices because the fund evaluates and determines whether
those closing prices reflect fair value at the close of the NYSE or require
adjustment, as described above. The following table summarizes the fund’s
financial instruments, based on the inputs used to determine their values on
December 31, 2010:
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($000s) Level 1 Level 2 Level 3 Total Value
Significant Significant
Quoted Observable Unobservable
Prices Inputs Inputs
Assets
Investments in securities,
except: $ 208,804 $ -3 -3 208,804
Common stocks 1,623,696 371,165 — 1,994,861
Preferred stocks — 7,155 - 7,155
Convertible preferred stocks — 8,614 — 8,614
Convertible bonds — 1,115 — 1,115
Corporate bonds — 195,816 — 195,816
Asset-backed securities — 8,079 - 8,079
Non-U.S. government
mortgage-backed securities — 40,890 — 40,890
U.S. government & agency
mortgage-backed securities . 299,507 — 299,507
U.S. government agency
obligations (excluding
mortgage-backed) — 289,485 — 289,485
Foreign government
obligations & municipalities — 23,087 — 23,087
Municipal securities — 15,763 — 15,763
Private investment
companies - — 887 887
Securities lending collateral 77,419 936 — 78,355
Total securities 1,909,919 1,261,612 887 3,172,418
Futures contracts 23 23
Total $ 1,909,942% 1,261,612% 887 % 3,172,441
Liabilities
Swaps $ -3 153 $ ) 153
When-issued sales
commitments 282 — — 282
Total $ 282 $ 153 $ —-$ 435
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Following is a reconciliation of the fund’s Level 3 holdings for the year ended
December 31, 2010. Gain (loss) reflects both realized and change in unrealized
gain (loss) on Level 3 holdings during the period, if any, and is included on the
accompanying Statement of Operations. The change in unrealized gain (loss) on
Level 3 instruments held at December 31, 2010, totaled $208,000 for the year
ended December 31, 2010.

($000s) Beginning  Gain (Loss) Net Ending
Balance During  Purchases Balance
1/1/10 Period and (Sales) 12/31/10

Investments in securities

Private investment companies $ 722 $ 208 % @3 $ 887

NOTE 3 - DERIVATIVE INSTRUMENTS

During the year ended December 31, 2010, the fund invested in derivative
instruments. As defined by GAAP, a derivative is a financial instrument whose
value is derived from an underlying security price, foreign exchange rate,
interest rate, index of prices or rates, or other variable; it requires little or no
initial investment and permits or requires net settlement. The fund invests in
derivatives only if the expected risks and rewards are consistent with its invest-
ment objectives, policies, and overall risk profile, as described in its prospectus
and Statement of Additional Information. The fund may use derivatives for a
variety of purposes, such as seeking to hedge against declines in principal value,
increase yield, invest in an asset with greater efficiency and at a lower cost than
is possible through direct investment, or to adjust credit exposure. The risks
associated with the use of derivatives are different from, and potentially much
greater than, the risks associated with investing directly in the instruments on
which the derivatives are based. Investments in derivatives can magnify returns
positively or negatively;, however, the fund at all times maintains sufficient
cash reserves, liquid assets, or other SEC-permitted asset types to cover the
settlement obligations under its open derivative contracts.

The fund values its derivatives at fair value, as described below and in Note 2,
and recognizes changes in fair value currently in its results of operations.
Accordingly, the fund does not follow hedge accounting, even for derivatives
employed as economic hedges. The fund does not offset the fair value of deriva-
tive instruments against the right to reclaim or obligation to return collateral.
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The following table summarizes the fair value of the fund’s derivative
instruments held as of December 31, 2010, and the related location on the
accompanying Statement of Assets and Liabilities, presented by primary
underlying risk exposure:

($000s) Location on Statement of

Assets and Liabilities Fair Value
Liabilities
Interest rate derivatives Futures* $ 174
Credit derivatives Swaps 153
Total $ 327

*The fair value presented includes cumulative gain (loss) on open futures contracts; however,
the value reflected on the accompanying Statement of Assets and Liabilities is only the
unsettled variation margin receivable (payable) at that date.

Additionally, the amount of gains and losses on derivative instruments rec-
ognized in fund earnings during the year ended December 31, 2010, and the
related location on the accompanying Statement of Operations is summarized
in the following table by primary underlying risk exposure:

($000s) Location of Gain (Loss) on Statement of Operations
Futures Swaps Total

Realized Gain (Loss)

Interest rate derivatives $ 549 $ - 3 549
Credit derivatives — 4 4
Total $ 549 $ 4 % 553

Change in Unrealized

Gain (Loss)

Interest rate derivatives $ 32 % - $ 32
Credit derivatives — 40 40
Total $ 32 % 40 $ 72
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Futures Contracts The fund is subject to interest rate risk in the normal course
of pursuing its investment objectives and uses futures contracts to help manage
such risk. The fund may enter into futures contracts to manage exposure to
interest rates, security prices, foreign currencies, and credit quality; as an effi-
cient means of adjusting exposure to all or part of a target market; to enhance
income; as a cash management tool; and/or to adjust credit exposure. A futures
contract provides for the future sale by one party and purchase by another

of a specified amount of a particular underlying financial instrument at an
agreed-upon price, date, time, and place. The fund currently invests only in
exchange-traded futures, which generally are standardized as to maturity date,
underlying financial instrument, and other contract terms. Upon entering

into a futures contract, the fund is required to deposit with the broker cash

or securities in an amount equal to a certain percentage of the contract value
(initial margin deposit); the margin deposit must then be maintained at the
established level over the life of the contract. Subsequent payments are made
or received by the fund each day to settle daily fluctuations in the value of the
contract (variation margin), which reflect changes in the value of the under-
lying financial instrument. Variation margin is recorded as unrealized gain or
loss until the contract is closed. The value of a futures contract included in

net assets is the amount of unsettled variation margin; net variation margin
receivable is reflected as an asset, and net variation margin payable is reflected
as a liability on the accompanying Statement of Assets and Liabilities. Risks
related to the use of futures contracts include possible illiquidity of the futures
markets, contract prices that can be highly volatile and imperfectly correlated to
movements in hedged security values and/or interest rates, and potential losses
in excess of the fund’s initial investment. During the year ended December 31,
2010, the fund’s exposure to futures, based on underlying notional amounts,
was generally less than 1% of net assets.

Credit Default Swaps The fund is subject to credit risk in the normal course of
pursuing its investment objectives and uses swap contracts to help manage such
risk. The fund may use swaps in an effort to manage exposure to changes in
interest rates and credit quality, to adjust overall exposure to certain markets,

to enhance total return or protect the value of portfolio securities, to serve as a
cash management tool, and/or to adjust portfolio duration or credit exposure.
Credit default swaps are agreements where one party (the protection buyer)
agrees to make periodic payments to another party (the protection seller) in
exchange for protection against specified credit events, such as certain defaults
and bankruptcies related to an underlying credit instrument, index, or issuer
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thereof. Upon occurrence of a specified credit event, the protection seller is
required to pay the buyer the difference between the notional amount of the
swap and the value of the underlying credit, either in the form of a net cash
settlement or by paying the gross notional amount and accepting delivery of the
relevant underlying credit. Generally, the payment risk for the seller of protec-
tion is inversely related to the current market price of the underlying credit;
therefore, the payment risk increases as the price of the relevant underlying
credit declines due to market valuations of credit quality. As of December 31,
2010, the notional amount of protection sold by the fund totaled $2,150,000
(0.1% of net assets), which reflects the maximum potential amount the fund
could be required to pay under such contracts. The value of a swap included

in net assets is the unrealized gain or loss on the contract plus or minus any
unamortized premiums paid or received, respectively. Appreciated swaps and
premiums paid are reflected as assets, and depreciated swaps and premiums
received are reflected as liabilities on the accompanying Statement of Assets and
Liabilities. Net periodic receipts or payments required by swaps are accrued
daily and are recorded as realized gain or loss for financial reporting purposes;
fluctuations in the fair value of swaps are reflected in the change in net unreal-
ized gain or loss and are reclassified to realized gain or loss upon termination
prior to maturity or cash settlement. Risks related to the use of credit default
swaps include the possible inability of the fund to accurately assess the current
and future creditworthiness of underlying issuers, the possible failure of a
counterparty to perform in accordance with the terms of the swap agreements,
potential government regulation that could adversely affect the fund’s swap
investments, and potential losses in excess of the fund’s initial investment.
During the year ended December 31, 2010, the fund’s exposure to swaps, based
on underlying notional amounts, was generally less than 1% of net assets.

NOTE 4 - OTHER INVESTMENT TRANSACTIONS

Consistent with its investment objective, the fund engages in the following prac-
tices to manage exposure to certain risks and/or to enhance performance. The
investment objective, policies, program, and risk factors of the fund are described
more fully in the fund’s prospectus and Statement of Additional Information.

Restricted Securities The fund may invest in securities that are subject to
legal or contractual restrictions on resale. Prompt sale of such securities at
an acceptable price may be difficult and may involve substantial delays and
additional costs.
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Repurchase Agreements All repurchase agreements are fully collateralized by
U.S. government securities. Collateral is in the possession of the fund’s custo-
dian or, for tri-party agreements, the custodian designated by the agreement.
Collateral is evaluated daily to ensure that its market value exceeds the delivery
value of the repurchase agreements at maturity. Although risk is mitigated by
the collateral, the fund could experience a delay in recovering its value and a
possible loss of income or value if the counterparty fails to perform in accor-
dance with the terms of the agreement.

TBA Purchase and Sale Commitments During the year ended December 31,
2010, the fund entered into to be announced (TBA) purchase and/or sale
commitments, pursuant to which it agrees to purchase or sell, respectively,
mortgage-backed securities for a fixed unit price, with payment and delivery

at a scheduled future date beyond the customary settlement period for such
mortgage-backed securities. With TBA transactions, the particular securities to
be delivered are not identified at the trade date; however, delivered securities
must meet specified terms, including issuer, rate, and mortgage term, and be
within industry-accepted “good delivery” standards. The fund generally enters
into TBA purchase transactions with the intention of taking possession of the
underlying mortgage securities; however, for either purchase or sale transac-
tions, the fund also may extend the settlement by “rolling” the transaction. Until
settlement, the fund maintains cash reserves and liquid assets sufficient to settle
its TBA commitments.

Securities Lending The fund lends its securities to approved brokers to earn
additional income. It receives as collateral cash and U.S. government securities
valued at 102% to 105% of the value of the securities on loan. Cash collateral
is invested by the fund’s lending agent(s) in accordance with investment
guidelines approved by fund management. Although risk is mitigated by the
collateral, the fund could experience a delay in recovering its securities and a
possible loss of income or value if the borrower fails to return the securities or
if collateral investments decline in value. Securities lending revenue recognized
by the fund consists of earnings on invested collateral and borrowing fees,

net of any rebates to the borrower and compensation to the lending agent. In
accordance with GAAP, investments made with cash collateral are reflected in
the accompanying financial statements, but collateral received in the form of
securities are not. On December 31, 2010, the value of loaned securities was
$76,089,000 and cash collateral investments totaled $78,355,000.
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T. Rowe Price Term Asset-Backed Opportunity Fund, L.L.C. During the year

ended December 31, 2010, the fund was invested in the T. Rowe Price Term
Asset-Backed Opportunity Fund, L.L.C. (private fund), a private investment
company managed by Price Associates that participates in the Term Asset-
Backed Securities Loan Facility (TALF) program created and administered by
the Federal Reserve Bank of New York (FRBNY). The TALF program provided
eligible borrowers with term loans secured by eligible asset-backed securities
and/or commercial mortgage-backed securities, which were either owned by the
borrower or purchased by the borrower and subsequently pledged as collateral
for a TALF loan. TALF loans generally are nonrecourse in nature. The private
fund is treated as a partnership for federal income tax purposes. It has a limited
life extending five years from the date on which the TALF program closed for
any new loans, which was June 30, 2010. The private fund can have two pos-
sible extensions (one year each) with the consent of a majority of its investors.
Invested capital generally will be returned to investors as underlying securities
are liquidated and the TALF loans are repaid or mature, with the balance paid
at maturity of the private fund. Ownership interests in the private fund may not
be redeemed, sold, or assigned. As of December 31, 2010, outstanding capital
commitments may no longer be called by the private fund.

When-Issued Securities The fund may enter into when-issued purchases and/
or sales commitments, pursuant to which it agrees to purchase or sell, respec-
tively, the underlying security for a fixed unit price, with payment and delivery
at a scheduled future date generally beyond the customary settlement period for
such securities. When-issued refers to securities that have not yet been issued
but will be issued in the future and may include new securities or securities
obtained through corporate actions on current holdings. The fund normally
purchases when-issued securities with the intention of taking possession, but
may enter into a separate agreement to sell the securities before the settlement
date. Until settlement, the fund maintains cash reserves and liquid assets
sufficient to settle its when-issued commitments.

Counterparty Risk and Collateral The fund has entered into collateral agree-
ments with certain counterparties to mitigate counterparty risk associated

with certain over-the-counter (OTC) financial instruments, including swaps,
forward currency exchange contracts, TBA purchase commitments, and OTC
options (collectively, covered OTC instruments). Subject to certain minimum
exposure requirements (which typically range from $100,000 to $500,000),
collateral requirements generally are determined and transfers made based

on the net aggregate unrealized gain or loss on all OTC instruments covered by
a particular collateral agreement with a specified counterparty. Collateral, both
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pledged by the fund to a counterparty and pledged by a counterparty to the
fund, is held in a segregated account by a third-party agent and can be in the
form of cash or debt securities issued by the U.S. government or related agen-
cies. Securities posted as collateral by the fund to a counterparty are so noted in
the accompanying Portfolio of Investments and remain in the fund’s net assets.
As of December 31, 2010, securities valued at $242,000 had been posted by
the fund to counterparties. In accordance with GAAP, cash pledged by counter-
parties to the fund is included in the fund’s net assets; however, securities
pledged by counterparties to the fund are not recorded by the fund. As of
December 31, 2010, no collateral was pledged by counterparties to the fund.

At any point in time, the fund’s risk of loss from counterparty credit risk on
covered OTC instruments is the aggregate unrealized gain on appreciated
covered OTC instruments in excess of collateral, if any, pledged by the coun-
terparty to the fund. Counterparty risk related to exchange-traded futures and
options contracts is minimal because the exchange’s clearinghouse provides
protection against counterparty defaults. In accordance with the terms of the
relevant derivatives agreements, counterparties to OTC derivatives may be
able to terminate derivative contracts prior to maturity after the occurrence of
certain stated events, such as a decline in net assets above a certain percentage
or a failure by the fund to perform its obligations under the contract. Upon
termination, all transactions would typically be liquidated and a net amount
would be owed by or payable to the fund. Generally, for exchange-traded
derivatives such as futures and options, each broker, in its sole discretion, may
change margin requirements applicable to the fund.

Other Purchases and sales of portfolio securities other than short-term and
U.S. government securities aggregated $924,031,000 and $886,039,000,
respectively, for the year ended December 31, 2010. Purchases and sales of
U.S. government securities aggregated $465,764,000 and $337,147,000,
respectively, for the year ended December 31, 2010.

NOTE 5 - FEDERAL INCOME TAXES

No provision for federal income taxes is required since the fund intends to con-
tinue to qualify as a regulated investment company under Subchapter M of the
Internal Revenue Code and distribute to shareholders all of its taxable income
and gains. Distributions determined in accordance with federal income tax
regulations may differ in amount or character from net investment income and
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realized gains for financial reporting purposes. Financial reporting records are
adjusted for permanent book/tax differences to reflect tax character but are not
adjusted for temporary differences.

The fund files U.S. federal, state, and local tax returns as required. The fund’s
tax returns are subject to examination by the relevant tax authorities until expi-
ration of the applicable statute of limitations, which is generally three years after
the filing of the tax return but which can be extended to six years in certain
circumstances. Tax returns for open years have incorporated no uncertain tax
positions that require a provision for income taxes.

Reclassifications between income and gain relate primarily to the character of
paydown gains and losses on asset-backed securities and the recharacterization
of distributions. For the year ended December 31, 2010, the following reclas-
sifications were recorded to reflect tax character; there was no impact on results
of operations or net assets:

($000s) |
Undistributed net investment income $ 1,343
Undistributed net realized gain (1,343)

Distributions during the years ended December 31, 2010 and December 31,
20009, totaled $66,393,000 and $59,482,000, respectively, and were character-
ized as ordinary income for tax purposes. At December 31, 2010, the tax-basis
cost of investments and components of net assets were as follows:

($000s) |
Cost of investments $ 2,591,934
Unrealized appreciation $ 690,347
Unrealized depreciation (109,847)
Net unrealized appreciation (depreciationy 7 580,500
Undistributed ordinary income 755
Capital loss carryforwards (78,032)
Post-October loss deferrals 21)
Paid-in capital 2,569,364
Net assets $ 3,072,566
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The difference between book-basis and tax-basis net unrealized appreciation
(depreciation) is attributable to the deferral of losses from wash sales for tax
purposes. The fund intends to retain realized gains to the extent of available
capital loss carryforwards. During the year ended December 31, 2010, the fund
utilized $55,073,000 of capital loss carryforwards. The fund’s unused capital
loss carryforwards as of December 31, 2010, all expire in fiscal 2017. In accor-
dance with federal income tax regulations applicable to investment companies,
recognition of capital and/or currency losses on certain transactions realized
between November 1 and the fund’s fiscal year-end is deferred for tax purposes
until the subsequent year (post-October loss deferrals); however, such losses are
recognized for financial reporting purposes in the year realized.

NOTE 6 - ACQUISITION

On August 31, 2009, the fund acquired substantially all of the assets of the

T. Rowe Price Tax-Efficient Balanced Fund (the acquired fund), pursuant to

the Agreement and Plan of Reorganization dated June 23, 2009, and approved
by shareholders of the acquired fund on August 21, 2009. The acquired

fund’s assets had grown slowly since its inception, which caused its expenses

to remain relatively high. The reorganization provided acquired fund share-
holders the opportunity to become shareholders of a larger, more diversified
fund with a significantly lower expense ratio, while maintaining a balanced
approach to investing. The acquisition was accomplished by a tax-free exchange
of 1,866,789 shares of the fund (with a value of $30,989,000) for all 2,445,504
shares of the acquired fund outstanding on August 28, 2009 with the same
value. The net assets of the acquired fund at that date included $3,228,000 of
unrealized appreciation and $539,000 of net realized losses carried forward

for tax purposes to offset distributable gains realized by the fund in the future.
Assets of the acquired fund, including securities of $23,704,000, cash of
$96,000, and receivables and other assets of $7,250,000, were combined with
those of the fund, resulting in aggregate net assets of $2,473,005,000 immedi-
ately after the acquisition.
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Proforma results of operations of the combined entity for the entire year ended
December 31, 2009, as though the acquisition had occurred as of the beginning
of the year (rather than on the actual acquisition date), are as follows:

($000s) |
Net investment income $ 59,649
Net realized gain (loss) (129,375)
Change in net unrealized gain (loss) 645,098
Increase (decrease) in net assets from operations $ 575,372

Because the combined investment portfolios have been managed as a single
portfolio since the acquisition was completed, it is not practicable to separate the
amounts of revenue and earnings of the acquired fund that have been included
in the fund’s accompanying Statement of Operations since August 31, 2009.

NOTE 7 - RELATED PARTY TRANSACTIONS

The fund is managed by T. Rowe Price Associates, Inc. (the manager or Price
Associates), a wholly owned subsidiary of T. Rowe Price Group, Inc. The
investment management agreement between the fund and the manager pro-
vides for an annual investment management fee, which is computed daily and
paid monthly. The fee consists of an individual fund fee, equal to 0.15% of the
fund’s average daily net assets, and a group fee. The group fee rate is calculated
based on the combined net assets of certain mutual funds sponsored by Price
Associates (the group) applied to a graduated fee schedule, with rates rang-
ing from 0.48% for the first $1 billion of assets to 0.285% for assets in excess
of $220 billion. The fund’s group fee is determined by applying the group fee
rate to the fund’s average daily net assets. At December 31, 2010, the effective
annual group fee rate was 0.30%.

In addition, the fund has entered into service agreements with Price Associates
and two wholly owned subsidiaries of Price Associates (collectively, Price). Price
Associates computes the daily share price and provides certain other adminis-
trative services to the fund. T. Rowe Price Services, Inc., provides shareholder
and administrative services in its capacity as the fund’s transfer and dividend
disbursing agent. T. Rowe Price Retirement Plan Services, Inc., provides sub-
accounting and recordkeeping services for certain retirement accounts invested
in the fund. For the year ended December 31, 2010, expenses incurred pursu-
ant to these service agreements were $182,000 for Price Associates; $798,000
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for T. Rowe Price Services, Inc.; and $3,013,000 for T. Rowe Price Retirement
Plan Services, Inc. The total amount payable at period-end pursuant to these
service agreements is reflected as Due to Affiliates in the accompanying
financial statements.

The fund may invest in the T. Rowe Price Reserve Investment Fund and the

T. Rowe Price Government Reserve Investment Fund (collectively, the T. Rowe
Price Reserve Investment Funds), open-end management investment companies
managed by Price Associates and considered affiliates of the fund. The T. Rowe
Price Reserve Investment Funds are offered as cash management options

to mutual funds, trusts, and other accounts managed by Price Associates
and/or its affiliates and are not available for direct purchase by members of

the public. The T. Rowe Price Reserve Investment Funds pay no investment
management fees.

The fund may also invest in certain T. Rowe Price institutional funds (under-
lying institutional funds) as a means of gaining efficient and cost-effective
exposure to certain markets. The underlying institutional funds are open-end
management investment companies managed by Price Associates and/or

T. Rowe Price International, Inc. (collectively, the Price managers) and are
considered affiliates of the fund. Each underlying institutional fund pays an
all-inclusive management and administrative fee to its Price manager. To ensure
that the fund does not incur duplicate fees, each Price manager has agreed to
permanently waive a portion of its management fee charged to the fund in an
amount sufficient to fully offset the fees paid by the underlying institutional
funds related to fund assets invested therein. Accordingly, the accompanying
Statement of Operations includes management fees permanently waived
pursuant to this agreement. Annual fee rates and amounts waived within the
accompanying Statement of Operations related to shares of the underlying insti-
tutional funds for the year ended December 31, 2010, are as follows:

($000s) Institutional Institutional

Floating Rate Fund High Yield Fund
Management and administrative fee rate 0.55% 0.50%
Management fee waived $17 $621
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
T. Rowe Price Balanced Fund, Inc.

In our opinion, the accompanying statement of assets and liabilities, including
the portfolio of investments, and the related statements of operations and of
changes in net assets and the financial highlights present fairly, in all material
respects, the financial position of T. Rowe Price Balanced Fund, Inc. (the “Fund”)
at December 31, 2010, the results of its operations for the year then ended, the
changes in its net assets for each of the two years in the period then ended and
the financial highlights for each of the five years in the period then ended, in
conformity with accounting principles generally accepted in the United States of
America. These financial statements and financial highlights (hereafter referred
to as “financial statements”) are the responsibility of the Fund’s management;
our responsibility is to express an opinion on these financial statements based on
our audits. We conducted our audits of these financial statements in accordance
with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, and evaluating
the overall financial statement presentation. We believe that our audits, which
included confirmation of securities at December 31, 2010 by correspondence
with the custodian and brokers, and confirmation of the underlying funds

by correspondence with the transfer agent, provide a reasonable basis for

our opinion.

PricewaterhouseCoopers LLP
Baltimore, Maryland
February 17, 2011
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Tax INFORMATION (UNAUDITED) FOR THE TAX YEAR ENDED 12/31/10

We are providing this information as required by the Internal Revenue Code. The amounts
shown may differ from those elsewhere in this report because of differences between tax
and financial reporting requirements.

The fund’s distributions to shareholders included $661,000 from short-term capital gains.

For taxable non-corporate shareholders, $33,533,000 of the fund’s income represents
qualified dividend income subject to the 15% rate category.

For corporate shareholders, $24,464,000 of the fund’s income qualifies for the dividends-
received deduction.

INFORMATION ON PROXY VOTING POLICIES, PROCEDURES, AND RECORDS

A description of the policies and procedures used by T. Rowe Price funds and portfolios
to determine how to vote proxies relating to portfolio securities is available in each fund’s
Statement of Additional Information, which you may request by calling 1-800-225-5132
or by accessing the SEC’s website, sec.gov. The description of our proxy voting policies
and procedures is also available on our website, troweprice.com. To access it, click on the
words “Our Company” at the top of our corporate homepage. Then, when the next page
appears, click on the words “Proxy Voting Policies” on the left side of the page.

Each fund’s most recent annual proxy voting record is available on our website and
through the SEC’s website. To access it through our website, follow the directions above,
then click on the words “Proxy Voting Records” on the right side of the Proxy Voting
Policies page.

How 1O OBTAIN QUARTERLY PORTFOLIO HOLDINGS

The fund files a complete schedule of portfolio holdings with the Securities and Exchange
Commission for the first and third quarters of each fiscal year on Form N-Q. The fund’s
Form N-Q is available electronically on the SEC’s website (sec.gov); hard copies

may be reviewed and copied at the SEC’s Public Reference Room, 450 Fifth St. N.W.,
Washington, DC 20549. For more information on the Public Reference Room, call
1-800-SEC-0330.
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ABOUT THE FUND’S DIRECTORS AND OFFICERS

Your fund is overseen by a Board of Directors (Board) that meets regularly to review a wide variety of
matters affecting the fund, including performance, investment programs, compliance matters, advisory
fees and expenses, service providers, and other business affairs. The Board elects the fund’s officers,
who are listed in the final table. At least 75% of the Board’s members are independent of T. Rowe
Price Associates, Inc. (T. Rowe Price), and T. Rowe Price International Ltd (T. Rowe Price International);
“inside” or “interested” directors are employees or officers of T. Rowe Price. The business address

of each director and officer is 100 East Pratt Street, Baltimore, Maryland 21202. The Statement of
Additional Information includes additional information about the fund directors and is available with-
out charge by calling a T. Rowe Price representative at 1-800-225-5132.

Independent Directors

Name
(Year of Birth) Principal Occupation(s) and Directorships of Public Companies and

Other Investment Companies During the Past Five Years

William R. Brody, M.D., President and Trustee, Salk Institute for Biological Studies (2009
Ph.D. to present); Director, Novartis, Inc. (2009 to present); Director, IBM

(1944)
2009

(1940)
2005
Anthony W. Deering
(1945)

2001

(1943)
1991
Karen N. Horn
(1943)

2003

(1941)
2005

(2007 to present); President and Trustee, Johns Hopkins University
(1996 to 2009); Chairman of Executive Committee and Trustee,
Johns Hopkins Health System (1996 to 2009); Director, Medtronic,
Inc. (1998 to 2007); Director, Mercantile Bankshares (1997 to 2007)

Director, National Life Insurance (2001 to 2005); Director, NLV
Financial Corporation (2004 to 2005)

Chairman, Exeter Capital, LLC, a private investment firm (2004

to present); Director, Under Armour (2008 to present); Director,
Vornado Real Estate Investment Trust (2004 to present); Director,
Mercantile Bankshares (2002 to 2007); Member, Advisory Board,
Deutsche Bank North America (2004 to present)

Principal, EuroCapital Partners, LLC, an acquisition and management
advisory firm (1995 to present)

Senior Managing Director, Brock Capital Group, an advisory and
investment banking firm (2004 to present); Director, Eli Lilly and
Company (1987 to present); Director, Simon Property Group (2004
to present); Director, Norfolk Southern (2008 to present); Director,
Fannie Mae (2006 to 2008); Director, Georgia Pacific (2004 to 2005)

*Each independent director oversees 128 T. Rowe Price portfolios and serves until retirement,
resignation, or election of a successor.
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Independent Directors (continued)

Name

(Year of Birth) Principal Occupation(s) and Directorships of Public Companies and
Year Elected* Other Investment Companies During the Past Five Years

John G. Schreiber Owner/President, Centaur Capital Partners, Inc., a real estate

(1946) investment company (1991 to present); Cofounder and Partner,
2001 Blackstone Real Estate Advisors, L.P. (1992 to present)

Mark R. Tercek President and Chief Executive Officer, The Nature Conservancy (2008
(1957) to present); Managing Director, The Goldman Sachs Group, Inc.
2009 (1984 to 2008)

*Each independent director oversees 128 T. Rowe Price portfolios and serves until retirement,
resignation, or election of a successor.

Inside Directors

Name

(Year of Birth)

Year Elected*

[Number of T. Rowe Price Principal Occupation(s) and Directorships of Public Companies and

Portfolios Overseen] Other Investment Companies During the Past Five Years
Edward C. Bernard Director and Vice President, T. Rowe Price; Vice Chairman of the
(1956) Board, Director, and Vice President, T. Rowe Price Group, Inc.;
2006 Chairman of the Board, Director, and President, T. Rowe Price
[128] Investment Services, Inc.; Chairman of the Board and Director,

T. Rowe Price Retirement Plan Services, Inc., T. Rowe Price Savings
Bank, and T. Rowe Price Services, Inc.; Director and Chief Executive
Officer, T. Rowe Price International; Chief Executive Officer,
Chairman of the Board, Director, and President, T. Rowe Price Trust
Company; Chairman of the Board, all funds

Brian C. Rogers, CFA, CIC Chief Investment Officer, Director, and Vice President, T. Rowe Price;

(1955) Chairman of the Board, Chief Investment Officer, Director, and Vice
2006 President, T. Rowe Price Group, Inc.; Vice President, T. Rowe Price
[73] Trust Company

*Each inside director serves until retirement, resignation, or election of a successor.
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Officers

Name (Year of Birth)
Position Held W|th Balanced Fund

E. Frederick Bair, CFA, CPA (1969)
Vice President

Wendy R. lefenbaugh (1954)
Vice President

Anna M. Dopkm CFA (1967)
Vice President

Roger L. F|ery||| CPA (1959)
Vice President

Mark S. Finn CFA CPA (1963)
Vice President

John R. Gilner (1961)
Chief Compliance Officer

Gregory S. Golczewskl (1966)
Vice President

Gregory K. Hlnkle CPA (1958)
Treasurer

Paul A. Karpers CFA (1967)
Vice President

Robert M. Larkms CFA (1973)
Vice President

Patricia B. Llppert (1953)
Secretary

Raymond A. MI“S Ph D., CFA (1960)
Vice President

Edmund M. Notzon 111, Ph.D., CFA (1945)
President

Principal Occupatlon(s)

Vice President, T. Rowe Price, T. Rowe Price

Group, Inc., and T Rowe Price Trust Company

Vice Pre5|dent T Rowe Price, T. Rowe Price
Group, Inc., and T Rowe Price Trust Company

Vice President, Price Hong Kong, Price
Singapore, T. Rowe Price, T. Rowe Price Group,
Inc., T. Rowe Price International, and T. Rowe

Price Trust Company

Vice President, T. Rowe Price and T Rowe Price

Group, Inc.

Chief Compllance Officer and V|ce PreS|dent
T. Rowe Price; Vice President, T. Rowe Price
Group, Inc., and T. Rowe Price Investment

Services, Inc.

Vice Pre5|dent T Rowe Price and T Rowe Price

Trust Company

Vice President, T Rowe Price, T. Rowe Price
Group, Inc., and T. Rowe Price Trust Company;
formerly Partner, PricewaterhouseCoopers LLP

(to 2007)

Vice Pre5|dent T Rowe Price and T Rowe Price

Group, Inc.

Vice Pre5|dent T Rowe Price, T. Rowe Price

Group, Inc., and T Rowe Price Trust Company

Assistant Vice Pre5|dent T. Rowe Price and

T. Rowe Price Investment Serwces Inc

Vice Pre5|dent, T. Rowe Price, T. Rowe Price
Group, Inc., T. Rowe Price International, and

T. Rowe Price Trust Company

Vice Pre5|dent T. Rowe Price, T. Rowe Price
Group, Inc., T. Rowe Price Investment Services,

Inc.,and T. Rowe Price Trust Company

Unless otherwise noted, officers have been employees of T. Rowe Price or T. Rowe Price International

for at least 5 years.
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Officers (continued)

Name (Year of Birth)
Position Held With Balanced Fund

David Oestreicher (1967)
Vice President

Director and Vice President, T. Rowe Price

Investment Services, Inc., T. Rowe Price Trust
Company, and T. Rowe Price Services, Inc.; Vice
President, Price Hong Kong, Price Singapore,

T. Rowe Price, T. Rowe Price Group, Inc.,

T. Rowe Price International, and T. Rowe Price

Larry J. Puglia, CFA, CPA (1960)
Vice President

Deborah D. Seidel (1962)
Vice President

Vice President, T. Rowe Price, T. Rowe Price

Group, Inc., T. Rowe Price Investment Services,
Inc., and T. Rowe Price Services, Inc.; Assistant

Julie L. Waples (1970)
Vice President

Richard T. Whitney, CFA (1958)
Executive Vice President

Unless otherwise noted, officers have been employees of T. Rowe Price or T. Rowe Price International

for at least 5 years.
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This page contains supplementary information that is not part of the shareholder report.

INVESTMENT SERVICES AND INFORMATION

KNOWLEDGEABLE SERVICE REPRESENTATIVES

By Phone: 1-800-225-5132. Available Monday through Friday from 8 a.m. until
10 p.m. ET and Saturday from 8:30 a.m. until 5 p.m. ET.

In Person at a T. Rowe Price Investor Center. Please visit the Web at
troweprice.com/investorcenter or call 1-800-225-5132 to locate a center near you.

Automated 24-Hour Services Including Tele*Access*™ and account access
through the T. Rowe Price website at troweprice.com.

Automatic Investing. From your bank account or paycheck.
Automatic Withdrawal. Scheduled, periodic redemptions.

IRA Rebalancing. Automatically rebalance to ensure that your accounts reflect
your desired asset allocations.

Trade stocks, mutual funds, ETFs, bonds, options, CDs, precious metals,
and more at competitive commissions.

Consolidated Statement. Overview of all of your accounts.

Shareholder Reports. Manager reviews of their strategies and results.

T. Rowe Price Report. Quarterly investment newsletter.

T. Rowe Price Investor. Quarterly publication of insightful financial articles.

Investment Guides. International Investing Guide; Guide to Bond Funds;
Retirement Savings Guide; and Retirement Readiness Guide.

By Phone: 1-877-804-2315. Contact us Monday through Friday from 8:30 a.m.
until 6 p.m. ET.

By Mail: T. Rowe Price, Financial Institution Services, P.O. Box 89000, Baltimore,
MD 21289-4232.

Please contact your intermediary or financial professional for assistance.

* Options trading involves additional risk and is not suitable for all investors. Brokerage
services offered by T. Rowe Price Investment Services, Inc., member FINRA/SIPC.
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T. ROwWE PrRICE WEB SERVICES
This page contains supplementary information that is not part of the shareholder report.

troweprice.com

LQG IN AND MANAGE YOUR INVESTMENTS ONLINE troweprice.com/access

We offer a consolidated view of your T. Rowe Price mutual fund and Brokerage
accounts. You can sort accounts, customize their groupings, and/or grant View
Access to others as you see fit. Analyze your portfolio with Portfolio Growth
Tracker. Track the historical growth of your mutual fund investments over time.
The analysis consists of three components: Activity Summary, Asset Allocation,
and Net Investment versus Market Value.

ONLINE SERVICING troweprice.com/paperless

Enroll to receive your transaction confirmations, investor statements, prospec-
tuses, and shareholder reports online instead of by U.S. mail. You will receive an
e-mail with a link to our website informing you that your document is available to
view online, print, or download. For your convenience and recordkeeping purposes,
you will continue to receive your end-of-year summary statement by mail.

Join our E-mail Program to receive market and fund information by e-mail.
Receive timely market reports, performance of T. Rowe Price mutual funds, invest-
ment and market insights from T. Rowe Price managers, and more.

INVESTMENT GUIDANCE AND TOOLS troweprice.com/planningtools

Morningstar® Portfolio Manager enables you to track, rebalance, and analyze
your portfolio.

Morningstar Portfolio X-Ray® is a comprehensive tool that provides an in-depth
examination of your exposure to different sectors, stock types, sub-asset classes,
and global diversification.

Retirement Income Calculator.

This secure site is designed for professional financial intermediaries and advisors.
Financial professionals may access daily prices and historical performance of
mutual funds; view market research, manager commentary, and sales ideas; and
access literature and forms. For U.S. technical assistance, call 1-888-358-8490
or e-mail us at onlinehelp@troweprice.com. For non-U.S. technical assistance,
call +1 (410) 345 4400 or contact us via e-mail.
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T. ROWE PRICE PLANNING TOOLS AND SERVICES

This page contains supplementary information that is not part of the shareholder report.

T. ROWE PRICE RETIREMENT SERVICES

T. Rowe Price offers unique retirement services that can help you meet a broad
variety of planning challenges. Our retirement tools are suitable for individuals,
the self-employed, small businesses, corporations, and nonprofit organizations.
For more information, call 1-800-IRA-5000 or visit our website at
troweprice.com/retirement.

INVESTMENT ACCOUNTS

Rollover IRAs. Whether you've changed jobs, experienced a job loss, or retired,
it’s important to make a smart decision regarding your old 401(k). Call toll-free
1-800-IRA-5000. Our rollover specialists can open your account over the phone
and handle most of the paperwork for you. They’ll even contact your former
employer to help move your money.

Roth IRAs. A Roth IRA offers tax-free withdrawals and a flexible distribution schedule.
Open your account at troweprice.com/ira or call 1-800-IRA-5000.

Traditional IRAs. Traditional IRA contributions may be tax-deductible, with
no taxes due until withdrawal. Open your account at troweprice.com/ira or call
1-800-IRA-5000.

Small Business Retirement Plans. If you're self-employed or run a small business
or professional practice, T. Rowe Price can help you establish a cost-effective retire-
ment plan that's easy to set up and maintain.

403(b) Custodial Accounts. For those employed by a school, university, church,
or other nonprofit organization.

INVESTMENT GUIDANCE

T. Rowe Price Advisory Planning Services offers a wide range of services that
provide expert advice based on your individual needs and financial goals, including
consultations with an advisory counselor. Please contact one of our specialists at
1-800-844-9424 to determine the most appropriate service to fit your needs.*

* Services offered by T. Rowe Price Advisory Services, Inc., a federally registered investment
adviser. There may be costs associated with these services.
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T. ROWE PRICE COLLEGE PLANNING

This page contains supplementary information that is not part of the shareholder report.

COLLEGE PLANNING

With the costs of college steadily increasing, it’s critical to plan early. Our college
planning information and college savings products can help you meet your
educational investment goals. For more information, visit our website at
troweprice.com/college, where you will find the Saving for College Personal
Guide, an interactive tool that can help you determine how much you should
save, estimate future tuition costs, and review college savings options. In a few
easy steps, the guide provides you with information and a Personalized Action
Plan. To speak with a college planning specialist, please call 1-800-638-5660.

Education Savings Accounts (formerly Education IRAs). This education invest-
ment account permits contributions up to a total of $2,000 per year per beneficiary
to help pay for educational costs at eligible schools, including elementary, secondary,
and post-secondary institutions. Withdrawals from Education Savings Accounts are
tax-free if the proceeds are used for qualified educational expenses.

College Savings Plans (529 Plans). To help families prepare for college education
costs, T. Rowe Price manages three 529 plans that are open to all U.S. residents.
Any earnings on contributions are tax-deferred, and distributions are exempt from
federal income taxes when used for qualified educational expenses. Also, these
plans offer high contribution limits and affordable systematic investing.

T. Rowe Price manages the T. Rowe Price College Savings Plan, a national 529

plan offered by the Education Trust of Alaska; the Maryland College Investment Plan;
and the University of Alaska College Savings Plan. The Maryland College Investment
Plan offers certain potential benefits for Maryland residents, and the University of
Alaska College Savings Plan offers potential benefits for Alaska residents.

Earnings on a distribution not used for qualified expenses may be subject to income taxes
and a 10% federal penalty. Please note that the availability of tax or other benefits may
be conditioned on meeting certain requirements such as residency, purpose for or timing
of distributions, or other factors, as applicable.

Please visit our website or call 1-800-638-5660 to obtain the applicable plan disclosure
document, which includes investment objectives, risks, fees, expenses, and other information
that you should read and consider carefully before investing. Please consider, before invest-
ing, whether your or your beneficiary’s home state offers any state tax or other benefits
that are only available for investments in that state’s plan. T. Rowe Price Investment
Services, Inc., Distributor/Underwriter.
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T. ROWE PRICE MUTUAL FUNDS

This page contains supplementary information that is not part of the shareholder report.

Domestic

Blue Chip Growth*

Capital Appreciation *

Capital Opportunity *
Diversified Mid-Cap Growth
Diversified Small-Cap Growth
Dividend Growth *

Equity Income *

Equity Index 500

Extended Equity Market Index
Financial Services

Growth & Income

Growth Stock *

Health Sciences

Media & Telecommunications
Mid-Cap Growth **

Mid-Cap Value **

New America Growth *

New Era

New Horizons

Real Estate*

Science & Technology *
Small-Cap Stock *

Small-Cap Value *

Spectrum Growth
Tax-Efficient Equity

Total Equity Market Index
U.S. Large-Cap Core*

Value *

Balanced

Personal Strategy Balanced
Personal Strategy Growth
Personal Strategy Income
Retirement 2005 *
Retirement 2010 *
Retirement 2015 *
Retirement 2020 *

Retirement 2025 *
Retirement 2030 *
Retirement 2035 *
Retirement 2040 *
Retirement 2045 *
Retirement 2050 *
Retirement 2055 *
Retirement Income *

BOND FUNDS

Domestic Taxable

Corporate Income
GNMA

High Yield*

Inflation Protected Bond
New Income *
Short-Term Bond *
Spectrum Income
Strategic Income *
Summit GNMA

U.S. Bond Index

U.S. Treasury Intermediate
U.S. Treasury Long-Term

Domestic Tax-Free

California Tax-Free Bond
Georgia Tax-Free Bond
Maryland Short-Term
Tax-Free Bond
Maryland Tax-Free Bond
New Jersey Tax-Free Bond
New York Tax-Free Bond
Summit Municipal Income
Summit Municipal Intermediate
Tax-Free High Yield
Tax-Free Income *
Tax-Free Short-Intermediate
Virginia Tax-Free Bond

Taxable

Prime Reserve
Summit Cash Reserves
U.S. Treasury Money

Tax-Free

California Tax-Free Money
Maryland Tax-Free Money

New York Tax-Free Money
Summit Municipal Money Market
Tax-Exempt Money

INTERNATIONAL/GLOBAL

Africa & Middle East

Emerging Europe & Mediterranean
Emerging Markets Stock
European Stock

Global Infrastructure®

Global Large-Cap Stock *

Global Real Estate*

Global Stock *

Global Technology

International Discovery
International Equity Index
International Growth & Income *
International Stock*

Japan

Latin America

New Asia

Overseas Stock

Spectrum International

Bond

Emerging Markets Bond
International Bond *

For more information about T. Rowe Price funds or services, please contact us directly at
1-800-225-5132. Request a prospectus or summary prospectus; each includes investment objectives,
risks, fees, expenses, and other information that you should read and consider carefully before investing.

Investments in the money market funds are not insured or guaranteed by the FDIC or any other
government agency. Although the funds seek to preserve the value of your investment at $1.00 per
share, it is possible to lose money by investing in the funds.

* T. Rowe Price Advisor and R Classes may be available for these funds. T. Rowe Price Advisor and
R Classes are offered only through financial intermediaries. For more information about T. Rowe Price
Advisor and R Classes, contact your financial professional or call T. Rowe Price at 1-877-804-2315.

* Closed to new investors except for a direct rollover from a retirement plan into a T. Rowe Price IRA

invested in this fund.

T.RowePriceﬁ

INVEST WITH CONFIDENCE
103437

T. Rowe Price Investment Services, Inc.

100 East Pratt Street

Baltimore, MD 21202
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