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Agenda 

• FundX Investment Group Story 

• Active or Passive? 
– Research on how to select funds 

– Current fund and ETF leadership 

• What about Fixed Income? 
– Risk and opportunity when rates rise 

– Our perspective on risk/reward 

• Reality check 
– The secret to long-term investment success 
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FundX Investment Group 
 

• Established in 1969 (as DAL Investment Company). 

 

• Pioneered using noload funds to manage client accounts. 

 

• Upgrading invests in the best performing funds and ETFs 
available – whatever the current market conditions. 
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Newsletter 

Upgrader Funds 

Separate 
Accounts 

• Do-it-yourself 
• Lowest cost 

• Low minimum 
investment 

• Widely available 

• Higher minimum 
investment 

• Personal guidance 

Investors use the Upgrading strategy  
because markets change 
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NoLoad FundX -Top Rated Newsletter  
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Discipline is Rewarded over time 
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Stocks are the Best Performing 

Rolling 20 Year Returns since 1945 

8 



Once You Decide to Invest in Stocks –  
Active or Passive? 

1. Track the Index 

 Problem: You’ll never outperform the index. 

 

2. Try to Beat the Index 

Problem: You might not succeed. 
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Is It Worth Trying to Beat the Market?  
Study of 329 Funds  
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Best         Worst  

0% 

2% 

4% 

6% 

8% 

10% 

12% 

14% 

16% 

18% 

0 50 100 150 200 250 300 350 

180 Funds Out 
Performed 

148 Funds Under 
Performed 

Funds Ranked by 21 Year Annual Return 

Vanguard 500 
(VFINX)  #181 

How Many Outperform the Index? 
Study of 329 Funds over 21 Years 
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Well Known Funds 

Best         Worst  
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S&P 500 Over 21 Years  
Shows Various Market Leadership  
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Value 

International 

Small Cap  
Value 

Growth 

Mid Cap 

Institutional Use Only 14 



Fund Selection is Important 
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Buy ‘em All? 
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Select for Low Expense?  
No Correlation  
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Selecting Funds by Expense Ratio 
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Select by Current Performance? 
Upgrading ranks funds by trailing 1 + 3 + 6 + 12 month returns 
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Upgrading 

A disciplined response  
to changing markets 

 allows us to  
Capitalize on Changing Leadership. 
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Hundreds of mutual funds and 
ETFs go into our ranking system.  

• Small cap 

• Large cap 

• Growth  

• Value 

• International 

• Domestic  

• Emerging Markets  

• Commodities 

• Precious Metals 
 

Based on: 
1 mo, 3 mo, 6 mo, and 12 mo 

performance 22 



Stay with the Winners 

 
• We buy only funds and 

ETFs that rate highly in our 
system.  

 
• Each month we re-rank the 

funds, sell the low ranked 
and replace them with 
current top performers.  
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Market Leadership Rotates 

Value Managers 
Seek Undervalued 
Stocks 

Growth 
Managers Look 
for the Fastest 
Growing 
Companies 

Value – Growth 
Large-cap  –  Small-cap 

Domestic – International 

25 



Growth Model vs S&P 500 vs EAFE 

12/31/96-12/31/13 
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International Domestic Rotations 
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•Risk 

•Time 

•Resources 

•Preferences 

Profile and 

Objectives 

•Stocks 

•Bonds  

•Cash 

•Commodities 

•Alternatives 

Asset Allocation 
 

 

• Process drives portfolio 

•Portfolio is built fund-
by-fund based on 
Upgrading 

 

Equity  Portfolio 

•Global 

•Diversified 

•Flexible 

•Automatic 

Equity Allocation 

Upgrading Selection Process 

Average Investor Upgrading 
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FundX Portfolios Change Over Time 
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Current Leadership 4/30/2014 



SRI Upgrading 

• Sustainability, Responsible Investing 

• ESG – Global standards 

• Returns no longer have to suffer 
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How We Screen SRI Funds & ETFs 

Screen current universe 
of 224 SRI funds & ETFs 

Select broad mix of funds 
that cover different areas 

of the market & the 
globe.  

 
Classify funds by risk  

 

• We focus exclusively on noload 
(or load-waived) funds & ETFs 

•  Funds must have at least a 1-year 
track record and reasonable 
holding periods. 

•  We exclude funds that track the 
same indexes.  

•We exclude funds that don’t 
trade well or lack necessary 
performance data. 

•  We separate equity & fixed 
income funds.  

•We classify funds based on 
portfolio diversification and 
downside risk 
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You Can Succeed if you… 

• Select funds based on near-term performance 

• Buy the top 10%, sell below the top 30% 

• Review monthly and stay disciplined 

• Are willing to under-perform sometimes 
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Long-term outperformance always includes 
underperformance  

Best         Worst  
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Long-term outperformance always includes 
underperformance 

Best         Worst  

Funds Ranked by 31 Year Annual Return 
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Upgrading Using Current Performance Adds 
Value 
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Upgrading Differentials  

Don’t Forecast.   

Accept the market’s trends whether or not we understand the 
reasons for these trends. 

 

Realize the market will change.   

Stay alert in order to recognize changes in the market 
environment. 

 

Move incrementally.   

Rotation generally occurs in fits and starts, and often fails to 
endure. 
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Balancing Risk & Volatility 
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Flexible Income Strategy 

__ 

__ 

__ 

 

 

 

No one bond fund can consistently produce 
competitive, low volatility returns. 

Bond market leadership rotates depending on 
economic factors, like interest rates. 

By incorporating limited exposure to different 
types of bond funds, we achieve steady,  
consistent returns. 
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Flexible Fixed Income 
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Flexible Income Allocation 
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Calendar Year Returns  
(Flexible Income managed portfolio for trailing 10 years) 
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The Secret to Long-Term Investment Success 

1. Use Realistic Assumptions 
– Return Expectations 
– Risk Tolerance 
– Investment Strategy 

2. Set an Asset Allocation to Fund Your Goals 
– Beating Benchmarks is for Pros 
– Play the Hand You are Dealt 

3. Be Disciplined and Act to Your Advantage 
– Rebalance 
– Monitor Your Results Vs. Your Assumptions 
– Follow a Plan  
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More Realistic Expectations 

Stocks (8-12% total return) 

Bonds (2-4% yield) 

Cash (0-1% yield) 

Alternatives (6-10% total return) 

46 





How We Are Different  

• Long-term history of success over 45 years 

• Woman owned and led firm 

• Active, Global, Relative Performance Strategy 

• SRI Solutions  

• Unique, dynamic Flexible Income Strategy 

• Alternative Solutions 

• Quantitative vs Opinions – No Bias 

Our Portfolios Adapt… Because Markets Change 
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Long-term Performance 
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WWW.FUNDX.COM 

800-763-8639 
 

Noload FundX Newsletter: $99 for 1 year 
Quarterly Upgrader newsletter: Free 

FundX Blog: Free 
 

Mutual funds: www.upgraderfunds.com 
Private accounts: www.fundxinvestmentgroup.com   
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