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Bonds Lehman Brothers Aggregate  
Bond Index

Cash
Lehman Brothers U.S. 30-Day 
Treasury Bill Index

Commodities Goldman Sachs  
Commodity Index®

Currency U.S. Dollar Index

Equity 
 Inverse*

100% of daily inverse of  
the S&P 500®

Equity 
Leverage*

S&P 500 leveraged 150% daily

Fixed Income 
Inverse*

100% of the daily inverse of the 
U.S. Government Long Bond price

Fixed Income 
Leverage*

U.S. Government Long Bond  
leveraged 120% daily

Hedge Funds Tremont Hedge Fund Index

International 
Equity

MSCI EAFE Index

Long/Short Tremont Long Short Equity  
Fund Index

Managed 
Futures

Tremont Managed Futures Index

REITs 
NAREIT (National Association of 
Real Estate Investment Trusts)®

S&P 500 S&P 500 Index

MODERN MARKETS SCORECARD
The chart style below is commonly used to explain why investors need 
to diversify across various asset classes. It ranks asset classes from 
best to worst performers every year. This scorecard not only includes 
traditional asset classes such as stocks, bonds and cash, but also more 
specialized asset classes that include alternative investments. As shown 

Data source: Ibbotson Associates. Calculated by 
Rydex Distributors, Inc. using information and 
data presented in Ibbotson Investment Analysis 
Software, ©2006 Ibbotson Associates, Inc. All rights 
reserved. Used with permission.

Performance displayed represents past performance, which is no guarantee of future results. The information provided here is intended to be general in nature and should not be construed as investment advice from Rydex Investments. 
The index returns do not reflect any management fees, transaction costs or expenses. The indices are unmanaged and are not available for direct investment. Data and calculations are provided by Ibbotson Associates and are not meant to be 
recommendations by Ibbotson Associates. Bond, international, inverse, currency, hedge and leveraged startegies may not be suitable for all investors. For more information about these strategies and risks, speak with your financial advisor. 
No investment strategy can guarantee returns in a declining market. A bond fund’s market value will change in response to interest rate changes and market conditions among other factors. You may have a gain or loss when you sell your shares.  
In general, bond prices rise when interest rates fall, and vice versa.  Moreover, while securities with longer maturities tend to produce higher yields, the prices of longer maturity securities are also subject to greater fluctuations as a result of changes 
in interest rates. It is important to note that bond funds are not guaranteed by the U.S. government. S&P 500 is a trademark of The McGraw-Hill Companies and has been licensed for use by Rydex Investments and its affiliates. Materials prepared 
by Rydex Distributors, Inc., an affiliate of Rydex Investments. *Rydex offers funds with investment strategies similar to the referenced asset classes. However, performance presented is that of the referenced index and not that of any Rydex fund. 
Not all funds and all share classes are available at all firms distributing Rydex funds. Please access the Rydex web site, www.rydexinvestments.com, for complete details on investment objectives and performance of various Rydex 
funds or call 800.258.4332 for a prospectus. Investors should consider the investment objectives, risks, charges and expenses of a fund carefully before investing. The fund’s prospectus contains this and other information about 
the fund. Please read the prospectus carefully before you invest or send money.

in the scorecard, the top-performing investment styles rotate over time, so 
trying to guess which style(s) will be in favor in any given year is difficult and 
unlikely. Adding a few specialized asset classes or strategies to a portfolio 
can potentially help reduce volatility. Simply put, this diversification attempts 
to help you smooth out the markets’ ups and downs over time. 

For more information about the 
potential benefits and risks of these 
investment strategies, contact your 
financial advisor.
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MODERN MARKETS ASSET CLASSES
Many investors who believe their portfolios are diversified aren’t as diversified as they think. That’s because traditional  
portfolios are comprised exclusively of stocks, bonds and cash. While stocks and bonds may complement each other during up 
markets, they can move in the same direction during flat or downward markets. 

Diversifying to reduce risk
As shown in the chart below, adding noncorrelated asset classes—that is, those whose movements are unrelated to stocks and 
bonds—increases a portfolio’s diversification. In addition, it can potentially boost returns and help manage risk.

More than 70% of individual investors 
believe they will have 8%-plus annual 
returns over the next 10 years.1 But 
those kinds of returns are unlikely to 
come from stocks and bonds alone.

Taking advantage of true diversification 
is just one of the seven tenets proposed 
in Essential Portfolio TheorySM (EPT)—a 
framework that seeks to improve portfolio 
performance based on concepts that 
historically have been proven effective 
for leading institutional investors. 

Seven Tenets of  
Essential Portfolio Theory

1. Take advantage of “true”  
    diversification

2. Use leverage with diversification  
    to achieve a targeted risk/return 
    objective

3. Offset the constraints of  
    long-only portfolios

4. Move away from capweighting

5. Incorporate current and 
    forward-looking data

6. Implement multifactor strategies

7. Employ rules-based rebalancing

Unlike your investment goals, markets have 
changed. It’s time to embrace a new ap-
proach to investing. Contact your financial 
advisor today to see how to put Essential 
Portfolio Theory to work for you.

1 SOURCE: Neuwirth Research, Inc. survey of 500 
individual investors, conducted June 2005.

Diversification neither assures a profit nor eliminates 
the risk of experiencing investments losses.

Performance displayed represents past performance, which is no guarantee of future results. The index returns do not include any management fees, transac-
tion costs or expenses. The indices are unmanaged and are not available for direct investment. No investment strategy can guarantee returns in a declining market. 
This information is subject to change at any time, based on market and other conditions and should not be construed as a recommendation of any specific security. 
Data calculations are provided by Ibbotson Associates, and are not meant to be recommendations by Ibbotson Associates. Historical beta calculations since inception 
are provided by Ibbotson Associates. All indices have varying inception dates. For more information, contact your financial advisor. Bond, international, inverse, 
currency, hedge and leveraged funds may not be suitable for all investors. There are special risk considerations associated with international investing, including 
fluctuating exchange rates, government regulations and differences in liquidity, which may affect the volatility of the fund. Hedge funds are speculative and involve 
a high degree of risk. An investor could lose all or a substantial amount of their investment. There is no secondary market for the interest in hedge funds and none 
is expected to develop. There may be restrictions on transferring interests in the funds. Hedge funds may use speculative investment strategies, such as leverage, 
derivatives and short sales of securities, which involve significant risk. S&P 500 is a trademark of The McGraw-Hill Companies and has been licensed for use by Rydex 
Investments and its affiliates. Materials prepared by Rydex Distributors Inc., an affiliate of Rydex Investments.

Securities are not deposits or obligations of any bank, are not guaranteed by any bank, are not insured by the FDIC or any other agency, and involve investment risks, 
including the possible loss of the principal amount invested.
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Data source: Ibbotson Associates. All betas are measured vs. the S&P 500 Index. Calculated by Rydex Distributors, Inc. using 
information and data presented in Ibbotson Investment Analysis Software, ©2006 Ibbotson Associates, Inc. All rights reserved. 

Used with permission.

*Beta is a statistical measure of a security’s or portfolio’s volatility, or systematic risk compared with the overall market. A beta of 
less than 1 indicates lower risk than the market; a beta of more than 1 indicates higher risk than the market.


