PROSPECTUS

April 30, 2009

GABELLI CAPITAL
ASSET FUND

INVESTMENT OBJECTIVES:

Gabelli Capital Asset Fund (the “Fund”) is the sole series of Gabelli
Capital Series Funds, Inc. (the “Company”). The Fund’s primary goal
is to seek growth of capital. The Fund’s secondary goal is to produce
current income.

The Securities and Exchange Commission has not approved or
disapproved the shares described in this Prospectus or deter-
mined whether this Prospectus is accurate or complete. Any
representation to the contrary is a criminal offense.
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INVESTMENT AND PERFORMANCE SUMMARY
Investment Objectives:

The Fund’s primary goal is to seek growth of capital. The Fund’s
secondary goal is to produce current income.

Principal Investment Strategies:

The Fund invests primarily in equity securities of companies that are
selling in the public market at a significant discount to their “private
market value.” Private market value is the value that the Fund'’s
adviser, Gabelli Funds, LLC (the “Adviser”), believes informed
investors would be willing to pay for a company. The Adviser consid-
ers factors such as price, earnings expectations, earnings and price
histories, balance sheet characteristics, and perceived management
skills. The Adviser also considers changes in economic and political
outlooks as well as individual corporate developments. The Fund also
may invest in companies that are involved in corporate reorganiza-
tions. Additionally, the Fund may invest in foreign securities. The
Adviser will sell any Fund investments that lose their perceived value
when compared to other investment alternatives.

Principal Risks:

The Fund’s share price will fluctuate with changes in the market value
of the Fund’s portfolio securities. Stocks are subject to market,
economic, and business risks that cause their prices to fluctuate.
Corporate reorganizations involve the risk that the anticipated trans-
actions may not be completed within the anticipated time or upon the
expected terms, in which case the Fund may suffer a loss on its invest-
ments. Investments in foreign securities involve risks related to politi-
cal, social, and economic developments abroad, as well as risks
resulting from the differences between the regulations to which U.S.
and foreign issuers and markets are subject. When you sell Fund
shares, they may be worth less than what you paid for them.
Consequently, you can lose money by investing in the Fund. The Fund
is also subject to the risk that the portfolio securities’ private market
values may never be realized by the market, or their prices may go
down.

Who May Want to Invest:

The Fund is available to the public only through the purchase of
certain variable annuity and variable life insurance contracts issued by
The Guardian Insurance & Annuity Company, Inc. (“GIAC”) and
certain other participating insurance companies (the “Insurance
Companies”).

You May Want to Invest in the Fund if:

e you are a long-term investor;

e you seek both growth of capital and some current income;

e you believe that the market will favor value over growth stocks
over the long term; and

e you wish to include a value strategy as a portion of your overall
investments.

You May Not Want to Invest in the Fund if:

e you are seeking a high level of current income;

e you are conservative in your investment approach; and

e you seek to maintain stability of principal more than growth
of capital.
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Performance:

The bar chart and table that follow provide an indication of the risks
of investing in the Fund by showing changes in the Fund’s perform-
ance from year to year, and by showing how the Fund’s average
annual returns for one year, five years, and ten years compare to those
of a broad-based securities market index. As with all mutual funds, the
Fund’s past performance does not predict how the Fund will perform
in the future. Both the chart and the table assume reinvestment of
distributions.

GABELLI CAPITAL ASSET FUND
(for the Periods Ended December 31)
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Performance information does not reflect separate account or variable
insurance contract fees and charges. If such fees and charges were
reflected, the Fund’s returns would be lower than those shown.
During the periods shown in the bar chart, the highest return for a
quarter was 18.14% (quarter ended June 30, 2003) and the lowest
return for a quarter was (24.28)% (quarter ended December 31,
2008).

Average Annual
Total Returns

(for the Past Past Past
Periods ended One Five Ten
December 31, 2008) Year Years Years
Gabelli Capital Asset Fund (40.43)% (1.35)%  3.47%
S&P°® 500 Index* (36.99)% (2.19)% (1.38)%

*  The S&P® 500 Index is a widely recognized, unmanaged index of common
stock prices. The Index figures do not include any deduction for fees,
expenses or taxes. You cannot invest directly in the S&P® 500 Index.

Fees and Expenses of the Fund:

This table describes the fees and expenses that you may pay if you buy
and hold shares of the Fund. Fee and expense information does not
reflect separate account or variable insurance contract fees and
charges. If such fees and charges were reflected, fees and expenses
would be higher than those shown.
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Annual Fund Operating Expenses (expenses that are deducted from
Fund assets):

Management FEeS ... ... ... 1.00%
Other EXPeNSes . .ottt et e e 0.15%
Total Annual Fund Operating EXpenses . ................c..oouuon.. 1.15%

Expense Example:

This example is intended to help you compare the cost of investing in the Fund with the
cost of investing in other mutual funds. The example assumes (1) you invest $10,000 in
the Fund for the time periods shown, (2) you redeem your shares at the end of those
periods, (3) your investment has a 5% return each year, and (4) the Fund’s operating
expenses remain the same. Although your actual costs may be higher or lower, based on
these assumptions your costs would be:

1 Year 3 Years 5 Years 10 Years
$117 $365 $633 $1,398

INVESTMENT AND RISK INFORMATION

The primary investment objective of the Fund is growth of capital, and
current income is a secondary objective. The investment objectives of
the Fund may not be changed without shareholder approval.

The Fund’s assets will be invested primarily in a broad range of
readily marketable equity securities consisting of: common stock, pre-
ferred stock, and securities that may be converted at a later time into
common stock. Many of the common stocks the Fund will buy will not
pay dividends; instead, stocks will be bought for the potential that their
prices will increase, providing capital appreciation for the Fund. The
value of equity securities will fluctuate due to many factors, including
the past and predicted earnings of the issuer, the quality of the issuer’s
management, general market conditions, the forecasts for the issuer’s
industry and the value of the issuer’s assets. Holders of equity securities
only have rights to value in the issuer after all debts have been paid, and
they could lose their entire investment in a company that encounters
financial difficulty. The Fund may also buy warrants, which are rights to
purchase securities at a specified time at a specified price.

The Fund may also use the following investment techniques:

e Defensive Investments. When adverse market or economic condi-
tions occur, the Fund may temporarily invest all or a portion of its
assets in defensive investments. Such investments include high grade
debt securities, obligations of the U.S. government and its agencies
and instrumentalities, and high quality short-term money market
instruments. When following a defensive strategy, the Fund will be
less likely to achieve its investment goal.

e Corporate Reorganizations. Subject to the diversification require-
ments of its investment restrictions, the Fund may invest up to 35%
of its total assets in securities for which a tender or exchange offer has
been made or announced and in the securities of companies for
which a merger, consolidation, liquidation, or similar reorganization
proposal has been announced. The Adviser will only invest in such
securities if it is likely that the amount of capital appreciation will be
significantly greater than the added expenses of buying and selling
securities on a short-term basis. The 35% limitation does not apply to
the securities of companies that may be involved in simply consum-
mating an approved or agreed upon merger, acquisition, consolida-
tion, liquidation, or reorganization.
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e Foreign Securities. The Fund may invest up to 25% of its total
assets in the securities of non-U.S. issuers.

The Fund may also engage in other investment practices in order to
achieve its investment objectives. These are discussed in the Statement
of Additional Information (“SAI”), which may be obtained by calling
800-Gabelli (800-422-3554), or your broker.

Investing in the Fund involves the following risks:

e Market Risk. The principal risk of investing in the Fund is market
risk. Market risk is the risk that the prices of the securities held by
the Fund will change due to general market and economic condi-
tions, perceptions regarding the industries in which the companies
issuing the securities participate, and the issuer company’s particu-
lar circumstances. These fluctuations may cause a security to be
worth less than it was worth at an earlier time when purchased by
the Fund.

e Fund and Management Risk. The Fund invests in stocks believed
by the Adviser to be trading at a discount to their private market
value (value stocks). The stocks’ prices may decline if the market
favors other stocks. If the Adviser is incorrect in its assessment of the
private market values of the securities it holds, then the value of the
Fund’s shares may decline. There is also the risk that the Fund has
valued certain of its securities at a higher price than for which it can
sell them.

e Risk of Focusing on Corporate Reorganizations. The Fund may
invest a portion of its assets in securities of companies that are
involved or may become involved in corporate transactions such as
tender offers and corporate reorganizations. The principal risk of this
type of investing is that the anticipated transactions may not be
completed at the anticipated time or upon the expected terms, in
which case the Fund may suffer a loss on its investments. In addi-
tion, many companies over the past several years have adopted so-
called “poison pill” and other defensive measures. This may limit
tender offers or other non-negotiated offers for a company and/or
prevent competing offers. Such measures may also limit the amount
of securities in any one issuer that the Fund may buy.

e Foreign Risk. Investments in foreign securities involve risks relat-
ing to political, social, and economic developments abroad, as well
as risks resulting from the differences between the regulations to
which U.S. and foreign issuers and markets are subject:

— These risks may include the seizure by the government of
company assets, excessive taxation, withholding taxes on
dividends and interest, limitations on the use, or transfer of port-
folio assets, and political or social instability.

— Enforcing legal rights in foreign countries may be difficult, costly
and slow, and there may be special problems enforcing claims
against foreign governments.

— Foreign companies may not be subject to accounting standards
or governmental supervision comparable to U.S. companies, and
there may be less public information about their operations.
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— Foreign markets may be less liquid and more volatile than
U.S. markets.

— Foreign securities often trade in currencies other than the
U.S. dollar, and the Fund may directly hold foreign currencies
and purchase and sell foreign currencies. Changes in currency
exchange rates will affect the Fund’s net asset value, the value
of dividends and interest earned, and gains and losses realized
on the sale of securities. An increase in the strength of the
U.S. dollar relative to these other currencies may cause the value
of the Fund to decline. Certain foreign currencies may be partic-
ularly volatile, and foreign governments may intervene in the
currency markets, causing a decline in value or liquidity of the
Fund’s foreign currency holdings.

— Costs of buying, selling, and holding foreign securities, including
brokerage, tax, and custody costs, may be higher than those
involved in domestic transactions.

— There is the risk that some countries may restrict the Fund’s
access to investments or offer terms that are less advantageous
than those for local investors. This could limit the attractive
investment opportunities available to the Fund.

Portfolio Holdings. A description of the Fund’s policies and proce-
dures with respect to the disclosure of the Fund’s portfolio securities is
available in the Fund’s SAIL

MANAGEMENT OF THE FUND

The Manager. Guardian Investor Services LLC (the “Manager”),
located at 7 Hanover Square, New York, New York 10004, supervises
the performance of administrative and professional services provided
to the Fund by others, including the Adviser and PNC Global
Investment Servicing (U.S.) Inc., the sub-administrator of the Fund
(the “Sub-Administrator”). The Manager also pays the fees of the
Adviser. The Manager and its majority-owned subsidiary provide
investment advisory services to 39 funds with aggregate assets of over
$7.5 billion as of February 28, 2009.

As compensation for its services and the related expenses borne by the
Manager, for the fiscal year ended December 31, 2008, the Fund paid
the Manager a fee equal to 1.00% of the value of the Fund’s average
daily net assets.

The Company, the Manager, GIAC, the Adviser, and the Fund’s
distributor have entered into a participation agreement regarding the
offering of the Fund’s shares as an investment option for variable
annuity and variable life contracts issued by GIAC. In addition, the
Company, the Adviser, and the Fund'’s distributor have entered into
separate participation agreements with other insurance companies
relating to the Fund’s shares as investment options for other variable
annuity and variable life contracts.

The Adviser. Pursuant to an Investment Advisory Agreement among
the Fund, the Manager, and the Adviser, the Adviser, with its princi-
pal offices located at One Corporate Center, Rye, New York 10580-
1422, manages the Fund’s assets in accordance with the Fund’s
investment objectives and policies. The Adviser makes investment
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decisions for the Fund, places purchase and sale orders on behalf of the
Fund, and provides investment research. The Adviser also supervises
the performance of administrative and professional services provided
by others and pays the compensation of the Sub-Administrator and all
officers and directors of the Fund who are its affiliates. The Adviser
also manages several other open-end and closed-end investment
companies in the Gabelli/GAMCO family of funds. The Adviser is a
New York limited liability company organized in 1999 as successor to
GGCP, Inc., a New York corporation organized in 1980. The Adviser is
a wholly owned subsidiary of GAMCO Investors, Inc. (“GBL”), a pub-
licly held company listed on the New York Stock Exchange (“NYSE”).

As compensation for its services and the related expenses borne by the
Adviser, for the fiscal year ended December 31, 2008, the Manager
paid the Adviser an annual fee equal to 0.75% of the value of the
Fund’s average daily net assets.

Regulatory Matters. On April 24, 2008, the Adviser entered into an
administrative settlement with the Securities and Exchange
Commission (“SEC”) to resolve the SEC’s inquiry regarding prior
frequent trading activity in shares of the GAMCO Global Growth Fund
(the “Global Growth Fund”) by one investor who was banned from
the Global Growth Fund in August 2002. In the settlement, the SEC
found that the Adviser had violated Section 206(2) of the Investment
Advisers Act, Section 17(d) of the Investment Company Act of 1940,
as amended (the “1940 Act”), and Rule 17d-1 thereunder, and had
aided and abetted and caused violations of Section 12(d)(1)(B)(i) of
the 1940 Act. Under the terms of the settlement, the Adviser, while
neither admitting nor denying the SEC’s findings and allegations,
agreed, among other things, to pay the previously reserved total of
$16 million (including a $5 million penalty), of which at least
$11 million will be distributed to shareholders of the Global Growth
Fund in accordance with a plan to be developed by an independent
distribution consultant, and approved by the independent directors of
the Global Growth Fund and the staff of the SEC, and to cease and
desist from future violations of the above-referenced federal securities
laws. The settlement is not expected to impact the Fund and will not
have a material adverse impact on the Adviser or its ability to fulfill its
obligations under the Investment Advisory Agreement. On the same
day, the SEC filed a civil action against the Executive Vice President
and Chief Operating Officer of the Adviser, alleging violations of cer-
tain federal securities laws arising from the same matter. The officer is
also an officer of the Global Growth Fund and other funds in the
Gabelli/GAMCO fund complex, including the Fund. The officer denies
the allegations and is continuing in his positions with the Adviser and
the funds. The Adviser currently expects that any resolution of the
action against the officer will not have a material adverse impact on
the Adviser or its ability to fulfill its obligations under the Investment
Advisory Agreement.

The Fund’s semi-annual report to shareholders for the period ended
June 30, 2008, contains a discussion of the basis of the Board of Directors’
(the “Board”) determination to continue the management agreements
with the Adviser and the Manager as discussed above and the Fund’s
semi-annual report to shareholders for the period ending June 30, 2009
will contain a discussion of the basis of the Board’s February 2009 deter-
mination to continue such management agreements.

G A B E L LI C AP I TAL A S S ET F U N D



The Portfolio Manager. Mr. Mario J. Gabelli, CFA, is responsible for
the day-to-day management of the Fund. Mr. Gabelli has been
Chairman, Chief Executive Officer, and Chief Investment Officer-
Value Portfolios of the Adviser and its predecessor since inception, as
well as of its parent company, GBL. Mr. Gabelli also acts as Chief
Executive Officer and Chief Investment Officer-Value Portfolios of
GAMCO Asset Management Inc., a wholly owned subsidiary of GBL,
and is an officer or director of various other companies affiliated with
GBL. The Adviser relies to a considerable extent on the expertise of
Mr. Gabelli, who may be difficult to replace in the event of his death,
disability, or resignation.

The Fund’s SAI provides additional information about Mr. Gabelli’s
compensation, other accounts managed by him, and his ownership of
securities in the funds he manages.

PURCHASE AND REDEMPTION OF SHARES

You may invest in the Fund only by purchasing certain variable annu-
ity and variable insurance contracts (“Contracts”) issued by the
Insurance Companies. The Fund continuously offers its shares to the
Insurance Companies’ separate accounts at the net asset value per
share (“NAV”) next determined after a proper purchase request has
been received by the Insurance Companies. The Insurance Companies
then offer to owners of the Contracts (“Contractowners”) units in sep-
arate accounts which directly correspond to shares in the Fund. The
Insurance Companies submit purchase and redemption orders to the
Fund based on allocation instructions for premium payments, transfer
instructions, and surrender or partial withdrawal requests which are
furnished to the Insurance Companies by such Contractowners. The
Fund redeems shares from the Insurance Companies’ separate
accounts at the NAV next determined after receipt of a redemption
order from the Insurance Companies.

Because the Fund'’s shares are offered exclusively to insurance com-
pany separate accounts that fund certain insurance contracts, the Fund
is dependent on the rights, ability, and willingness of these participat-
ing insurance companies to limit frequent trading in Fund shares.

A summary of the policies followed by GIAC to limit frequent trading,
as stated in the current prospectuses for the variable contracts offered
by GIAC, follows. GIAC contractowners will be informed of material
updates to these policies by GIAC as necessary. Other insurance com-
pany separate accounts that offer Fund shares to their Contractowners
are required to adopt policies with respect to frequent trading, as
described in the prospectus for those contracts.

If transfer activity violates GIAC’s established parameters, GIAC will
apply restrictions that it reasonably believes will prevent any harm to
other Contractowners, and may apply the restrictions to contracts it
believes to be related. The restriction that GIAC currently applies is to
limit the number of transfers to not more than once every 30 days.
Restrictions that GIAC may impose include limiting the frequency of
transfers, imposing fees on transfers in excess of a specified number,
limiting or restricting electronic or telephone transaction privileges, or
refusing a transaction request believed to have a harmful effect. These
restrictions may be changed at any time and without prior notice.
GIAC will not grant waivers from or make exceptions to these restric-
tions. However, the limits and restrictions are subject to GIAC’s ability
to monitor transfer activity, which may be limited by operational and
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technological systems, as well as by its ability to predict strategies
employed by Contractowners to avoid detection. As a result, despite
GIAC’s efforts to prevent frequent transfers, there can be no assurance
that it will be able to detect and/or deter frequent transfers, and
consequently, there can be no assurance that excessive trading in Fund
shares will not occur. As a result, some Contractowners may be able to
engage in market timing while other Contractowners are harmed by
such activity.

The Fund reserves the right to reject a purchase order for any reason
with or without prior notice to the insurance company separate
account. In particular, the Fund reserves the right to reject a purchase
order from any insurance company separate account that in its opin-
ion has not taken effective steps to detect and prevent frequent
purchases and sales of Fund shares.

Customer ldentification Program. Federal law requires the Fund to
obtain, verify, and record identifying information, which may include
the name, residential or business street address, date of birth (for an
individual), social security or taxpayer identification number, or other
identifying information, for each investor who opens or reopens an
account with the Fund. As a result, your broker-dealer may request
this information from you. Applications without the required infor-
mation may be rejected or placed on hold until the Fund verifies the
account holder’s identity.

The Fund’s policies and procedures may be modified or terminated at
any time upon notice of material changes to shareholders and prospec-
tive investors.

The accompanying prospectus for a variable annuity or variable life
insurance policy describes the allocation, transfer, and withdrawal
provisions of such annuity or policy.

PRICING OF FUND SHARES

The Fund’s NAV is calculated on any day the NYSE is open for trading.
The NYSE is open Monday through Friday, but currently is scheduled
to be closed on New Year’s Day, Martin Luther King, Jr. Day,
Presidents’ Day, Good Friday, Memorial Day, Independence Day, Labor
Day, Thanksgiving Day, and Christmas Day and on the preceding
Friday or subsequent Monday when a holiday falls on a Saturday or
Sunday, respectively.

The Fund’s NAV is determined as of the close of regular trading on the
NYSE, normally 4:00 p.m., Eastern Time. The NAV is computed by
dividing the value of the Fund’s net assets (i.e., the value of its securi-
ties and other assets less its liabilities, including expenses payable or
accrued but excluding capital stock and surplus) by the total number
of its shares outstanding at the time the determination is made. The
Fund uses market quotations in valuing its portfolio securities.
Securities traded primarily on foreign exchanges are valued at the clos-
ing price on such exchange immediately prior to the close of the NYSE.
The price of Fund shares for purposes of purchase and redemption
orders will be based upon the calculation of NAV next made as of a
time after the time as of which the purchase or redemption order is
received in proper form.

Portfolio securities listed or traded on a nationally recognized securi-
ties exchange or traded in the U.S. over-the-counter market, for which

G A B E L LI C AP I TAL A S S ET F U N D



market quotations are readily available, are valued at the last quoted
sale price or a market’s official closing price as of the close of business
on the day the securities are being valued. If there were no sales that
day, the security is valued at the average of the closing bid and asked
prices or, if there were no asked prices quoted on that day, then the
security is valued at the closing bid price on that day. If no bid or asked
prices are quoted on such day, the security is valued at the most
recently available price or, if the Board so determines, by such other
method as the Board shall determine in good faith to reflect its fair
market value. Portfolio securities traded on more than one national
securities exchange or market are valued according to the broadest
and most representative market, as determined by the Adviser.

Portfolio securities primarily traded on a foreign market are generally
valued at the preceding closing values of such securities on the rele-
vant market, but may be fair valued pursuant to procedures estab-
lished by the Board if market conditions change significantly after the
close of the foreign market but prior to the close of business on the day
the securities are being valued. Debt instruments with remaining
maturities of 60 days or less that are not credit impaired are valued at
amortized cost, unless the Board determines such amount does not
reflect the securities” fair value, in which case, these securities will be
fair valued as determined by the Board. Debt instruments having a
maturity greater than 60 days for which market quotations are readily
available are valued at the average of the latest bid and asked prices. If
there were no asked prices quoted on such day, the security is valued
using the closing bid price. Futures contracts are valued at the closing
settlement price of the exchange or board of trade on which the appli-
cable contract is traded.

Securities and assets for which market quotations are not readily avail-
able are fair valued as determined by the Board. Fair valuation
methodologies and procedures may include, but are not limited to:
analysis and review of available financial and non-financial informa-
tion about the company; comparisons to the valuation and changes in
valuation of similar securities, including a comparison of foreign
securities to the equivalent U.S. dollar value American Depositary
Receipt (“ADR”) securities at the close of the U.S. exchange; and eval-
uation of any other information that could be indicative of the value
of the security.
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DIVIDENDS, DISTRIBUTIONS, AND TAXES

The Insurance Companies’ separate accounts automatically reinvest, at
NAV, any dividends and capital gain distributions paid by the Fund in
additional shares of the Fund. There is no fixed dividend rate, and
there can be no assurance that the Fund will pay any dividends or real-
ize any capital gains. However, the Fund currently intends to pay
dividends and capital gain distributions, if any, on an annual basis.
Contractowners who own units in a separate account corresponding to
shares in the Fund will be notified when distributions are made.

The Fund will be treated as a separate entity for federal income tax
purposes. The Fund has qualified and intends to continue to qualify as
a “regulated investment company” under the Internal Revenue Code
of 1986, as amended, in order to be relieved of federal income tax on
the portion of its net investment income and net realized capital gains
that it distributes to separate accounts. To qualify, the Fund must meet
certain relatively complex income, distribution, and diversification
tests. The loss of such status would result in the Fund being subject to
federal income tax on its taxable income and gains.

Federal tax regulations require that mutual funds that are offered
through insurance company separate accounts meet certain diversifi-
cation and investor control requirements to preserve the tax-deferral
benefits provided by the variable contracts that are offered in connec-
tion with such separate accounts. The Adviser intends to diversify the
Fund’s investments and to comply with applicable investor control
rules in accordance with those requirements. If the separate accounts
were to fail to meet the investor control requirements or were other-
wise to fail to qualify as a regulated investment company for any
taxable year, income allocable to the Contracts associated with the sep-
arate accounts would be taxable currently to the holders of such
Contracts and income from prior periods with respect to such
Contracts could also be taxable, most likely in the year of failure.

The prospectuses for the Contracts describe the federal income tax
treatment of distributions from such Contracts to Contractowners.

This is only a summary of important federal tax law provisions that
can affect the Fund. Other federal, state, or local tax law provisions
may also affect the Fund and its operations. Anyone who is consider-
ing allocating, transferring, or withdrawing monies held under a
Contract to or from the Fund should consult a qualified tax adviser.

SPECIAL INFORMATION ABOUT THE FUND

The Fund offers its shares to both variable annuity and variable life
insurance policy separate accounts. The Fund does not anticipate that
this arrangement will disadvantage any Contractowners. The Fund’s
Board monitors events for the existence of any material irreconcilable
conflict between or among Contractowners. If a material irreconcilable
conflict arises, one or more separate accounts may withdraw their
investments in the Fund. This could possibly force the Fund to sell
portfolio securities at unfavorable prices. The Insurance Company will
bear the expenses of establishing separate portfolios for variable annu-
ity and variable life insurance separate accounts if such action becomes
necessary; however, ongoing expenses that are ultimately borne by
Contractowners will likely increase due to the loss of the economies of
scale benefits that can be provided to mutual funds with substantial
assets.

G A B E L LI C AP I TAL A S S ET F U N D



FINANCIAL HIGHLIGHTS

The financial highlights table is intended to help you understand the financial performance of the Fund for the past
five fiscal years. The total returns in the table represent the rates that an investor would have earned or lost on an
investment in the Fund (assuming reinvestment of all distributions). Total returns in the table do not reflect separate
account or variable insurance contract fees and charges. If such fees were reflected, total returns would be lower.
This information has been audited by Ernst & Young LLP, independent registered public accounting firm, whose
report, along with the Fund’s financial statements and related notes, are included in the Fund’s annual report, which
is available upon request.

Selected data for a share of capital stock outstanding throughout the periods indicated:

Year Ended December 31,
2008 2007 2006 2005 2004

Operating Performance:

Net asset value, beginning of period $18.66 $18.58 $17.40 $18.28 $16.44

Net investment income 0.12 0.10 0.06 0.05 0.06

Net realized and unrealized gain/(loss) on investments (7.68) 1.61 3.77 0.33 2.50

Total from investment operations (7.56) 1.71 3.83 0.38 2.56
Distributions to Shareholders:

Net investment income (0.13) (0.10) (0.06) (0.05) (0.06)

Net realized gain on investments (0.10) (1.53) (2.59) (1.21) (0.66)

Return of capital — (0.00)(c) (0.00)(c) — —

Total distributions (0.23) (1.63) (2.65) (1.26) (0.72)
Net Asset Value, End of Period $10.87 $18.66 $18.58 $17.40 $18.28
Total Return § (40.4)% 9.1% 21.9% 2.0% 15.5%
Ratios to Average Net Assets and Supplemental Data:

Net assets, end of period (in 000’s) $108,863 $228.944 $234,414 $219,127 $240,035

Ratio of net investment income to average net assets 0.76% 0.45% 0.28% 0.26% 0.34%

Ratio of operating expenses to average net assets 1.15%(a) 1.10% 1.10%(b) 1.10% 1.10%

Portfolio turnover rate 11% 24% 40% 25% 27%

T Total return represents aggregate total return of a hypothetical $1,000 investment at the beginning of the period and sold at the end of the period including
reinvestment of distributions.

+1 Effective in 2008, a change in accounting policy was adopted with regard to the calculation of the portfolio turnover rate to include cash proceeds due to
mergers. Had this policy been adopted retroactively, the portfolio turnover rate for the years ended December 31, 2007, 2005, and 2004 would have been
33%, 28%, and 37%, respectively. The portfolio turnover rate for the year ended 2006 would have been as shown.

(a) The Fund incurred interest expense during the year ended December 31, 2008. If interest expense had not been incurred, the ratios of operating expenses to
average net assets would have been 1.14%.

(b) The ratio does not include a reduction of expenses for custodian fee credits on cash balances maintained with the custodian. Including such custodian fee
credits, the expense ratio for the year ended December 31, 2006 would have been 1.09%. For the years ended December 31, 2008 and 2007, the effect of the
custodian fee credits was minimal.

(¢) Amount represents less than $0.005 per share.
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For More Information:
For more information about the Fund, the following documents are
available free upon request:

Annual/Semi-annual Reports:

The Fund’s semi-annual and audited annual reports to shareholders
contain additional information on the Fund’s investments. In the
Fund'’s annual report, you will find a discussion of the market condi-
tions and investment strategies that significantly affected the Fund’s
performance during its last fiscal year.

Statement of Additional Information (SAI):
The SAI provides more detailed information about the Fund, including
its operations and investment policies. It is incorporated by reference,
and is legally considered a part of this Prospectus.

You can also review and/or copy the Fund’s Prospectus, annual and
semi-annual reports, and SAI at the Public Reference Room of the
SEC. You can get text-only copies:

e For a fee, by electronic request at publicinfo@sec.gov, by
writing to the Public Reference Section of the SEC,
Washington, D.C. 20549-0104, or by calling 202-551-8090.

e Free from the EDGAR Database on the SEC’s website at
WWW.SeC.gov.

(Investment Company Act File No. 811-07644)
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