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They say change is the only constant. 
However, in a constantly evolving 
world of new ideas and new  
opportunities, conventional thinking 
has kept the way investors approach  
investing relatively unchanged for the 
past five decades. 

 



With a history of investing innovation, Rydex knows 
about challenging the status quo. For more than a  
decade, Rydex has introduced products and services 
that offer investors and financial professionals  
unprecedented freedom and flexibility. 

We believe that the most innovative investments shouldn’t 
be reserved solely for institutions. So we’ve made it pos-
sible for investors to combine the power of institutional 
investing strategies—such as leverage and shorting  
techniques, absolute return strategies and other non- 
traditional or alternative strategies—with the convenience 
and affordability of mutual funds2. All to help investors 
complement their traditional portfolio strategies— 
strategies that alone may not be sufficient in a new and 
uncertain market.

“Rydex, a firm known for bringing creative mutual funds and ETFs to market...”  
 Motley Fool, November 27, 20061

1 Motley Fool, “57 Flavors of Funds” by Zoe Van Schyndel, CFA, November 27, 2006

2  Investing in the funds involves certain risks, which may include increased volatility due to 
concentration in a specific economic sector or geographic location. In addition, there may be 
increased volatility due to the use of options or futures.



It’s Time For a Fresh Perspective
 
Today, it’s all about balancing your exposure to risk with your drive for  
performance. We believe investors need investment options that allow a 
more dynamic, hands-on approach to investing.

From our perspective, opportunities exist regardless of market conditions. 
No matter which way the market moves—up, down, sideways—there’s  
plenty of potential for growth. You just need to know where to look.  

Fortunately, Rydex can help.
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The Rydex CRedo

• We believe investing is challenging.

•  We believe in a fresh approach  
to investing.

•  We believe opportunities exist  
in all markets.

• We believe in broader diversification.

•  We believe that sometimes  
“relative” returns (or performance 
that is judged relative to a  
benchmark) don’t measure up. 

•  We believe that flexibility  
is key to successful investing.

•  We believe that everyone should 
have access to institutional-like  
investing options.
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A Unique Range of Investment Options
By creating a menu of products to choose from to accommodate virtually any market condition, Rydex has helped investors 
complement their current holdings with opportunistic investments aimed at maximizing return and managing risk. These 
products include:

 •  Long and inveRse equiTy muTuaL funds3 

 •  LeveRaged Long and inveRse muTuaL funds4

 •  fixed-inCome muTuaL funds

 •  seCToR muTuaL funds5

 •  aLTeRnaTive invesTmenTs, including both alternative assets and alternative strategies, which may provide more  
  diversification in a portfolio.

 •  exChange TRaded funds (eTfs)6 combine the benefits of an index mutual fund with the flexibility of stocks. ETFs are   
  becoming an increasingly popular investment option for investors and Rydex is among the few firms in the ETF market.

3 �Inverse�funds�may�not�be�suitable�for�all�investors. Because inverse funds often use short sales of securities and derivatives such as options and futures, they are subject to increased volatility. 
While inverse funds are designed to increase in value on a daily basis by the amount of any decrease in the benchmark, they will conversely decrease in value on a daily basis by the amount of 
any increase in the benchmark.

4 �Leverage�funds�may�not�be�suitable�for�all�investors. The use of leverage by a mutual fund increases the risk to the fund. The more a fund invests in leveraged instruments, the more the leverage 
will magnify any gains or losses on those investments.

5 �Sector�funds�may�not�be�suitable�for�all�investors. Because sector fund holdings are concentrated in issuers of the same or similar offerings, they may experience greater volatility than broadly 
diversified funds. This very same concentration, however, can be beneficial when market conditions are favorable to specific industries and the respective sector fund may outperform the broad 
market.

6  ETFs�may�not�be�suitable�for�all�investors. ETFs are subject to risks similar to those of stocks, including the fact that there is no assurance that an active trading market for the shares will 
develop or be maintained.
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7  A secular�bull�market�trend, or upward-trending�market�trend, occurs when each successive high point is 
higher than the previous one. A�secular�bear�market�trend or downward-trending�market�trend occurs when 
successive prices do not rise above the previous high.

It’s Not the Same Old Market
Most investors’ frame of reference is the go-go period of the ‘80s and 
‘90s when stocks seemingly headed in only one direction—up.

A buy-and-hold strategy composed of traditional asset classes made 
sense during such an environment. However, today’s market is quite 
different, and yesterday’s approaches may no longer be appropri-
ate. To better understand this point, it’s important to get a fresh 
perspective and look at a longer history of the market. If you look 
at the last 110-year period (chart 1), you’ll see that the market has 
continually moved to new heights. However, take a closer look, 
and you’ll see that the market moves in secular cycles7—that is it 
has long periods of positive returns (shown in green), followed by 
lengthy flat or downward-moving ones (shown in red). It’s hard to 
predict when these trends will occur, but better understanding these 
market cycles may enable you to capitalize on portfolio opportunities 
in each type of cycle.

To illustrate the point, take a close look at a flat or downward- 
trending market. From 1966 to 1982, the markets were essentially 
flat. Had you simply “bought and held” a portfolio of securities, 
there is a good chance that your return would have been negligible. 
There is a distinct possibility that the same would have been true 
from 2000 through 2005.
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Chart 1: Market Cycles Over the Last 110 Years
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Source data used to create the chart: www.dowjones.com 1/2007. The Dow Jones Industrial Average is unmanaged and unavailable for direct investment. Returns do not 
reflect any dividends, management fees, transaction costs or expenses. Performance�displayed�represents�past�performance,�which�is�no�guarantee�of�future�results.
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Harness The Power of Diversification8

Scorecard charts are a common way to explain the importance of 
diversifying across asset classes. Chart 2 is the conventional de-
piction of asset classes—showing stocks, bonds and international 
stocks. Scan each year and you’ll see how each asset class per-
formed and how the top performing asset classes vary year by year. 
Take a closer look and you’ll notice that in some years—such as 
2000, 2001 and 2002—the majority of the traditional asset classes 
delivered negative performance. If your portfolio was composed 
solely of these asset classes, it would have been a tough year.

 

 
 
Fortunately, there are nontraditional asset classes, not correlated to 
traditional asset classes, which may help further diversify your portfo-
lio. For example, in the Modern Markets Scorecard (chart 3), alterna-
tive asset classes—such as REITs, commodities, hedge funds and 
currency—have been added to the rankings. Take a look and you’ll 
see that the nontraditional asset classes can deliver positive perfor-
mance in even the toughest years. Again, since the top-performing 
investment styles rotate over time, trying to guess which style(s) will 
be in favor in any given year is unlikely. Adding a few alternative 
asset classes or strategies to a portfolio can potentially help reduce 
volatility and smooth out the markets’ ups and downs over time.Chart 2: Callan Chart
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investment losses.
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Chart 3: Modern Markets Scorecard
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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 Source: Calculated by Rydex Investments using informa-
tion from Bloomberg.com. There�are�special�risk�considerations�with�each�of�the�strategies�mentioned�and�they�are�not�suitable�for�all�investors. None of the investments strategies can guarantee a return in a declining market. 
Additionally, an investor could lose all or a substantial amount of their investment. For more information about these strategies and their risks please consult your financial advisor. “S&P,” “Standard & Poor’s,” “S&P 500” and “S&P” 
DTI are trademarks of The McGraw-Hill Companies and have 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 or indicator and not that of any Rydex fund. Not all funds and all share classes are available at all firms dis-
tributing 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�800.820.0888�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.
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Traditional vs. Institutional Portfolios

Many leading institutions and endowments have experienced strong 
performance versus the stock market largely by de-emphasizing tra-
ditional asset classes and branching out into alternative strategies to 
attain greater diversification. Although diversification does not assure 
a profit or completely eliminate risk, over time it may help to reduce 
volatility and provide more consistent long-term returns. And thanks 
to the availability of institutional strategies in more convenient pack-
aging—such as mutual funds—investors now have access to many of 
these same investing options. The chart on the right demonstrates 
the key differences between traditional and institutional portfolios.

1993 The first leveraged equity fund

   1994 The first mutual fund indexed 
to the Nasdaq 100

 1994  The first inverse equity fund

1994 The first leveraged fixed- 
income fund

 1995 The first inverse fixed-income 
fund

2000 The first funds priced twice 
daily that were available to  
the investing public

2002 The first equal-weighted ETF

2005 The first leveraged currency 
funds

2005 The first currency ETFs

2006 The first pure style ETFs

2007 The first mutual fund indexed 
to the S&P Diversified Trends 
Indicator

TimeLine of Rydex indusTRy fiRsTs
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aLLoCaTion
Static alloction targets—50/30/10/10 
“Typical moderate portfolio”

Adjustable allocations—driven by what 
market environment and risk targets

exposuRe
Uses traditional stocks, bonds,  
international and cash

Blend of traditional assets, alternative 
assets and alternative strategies

Risk Result of market conditions
Focus on controlling risk by adjusting 
to market conditions

RebaLanCe Rebalanced quarterly/annually
Ongoing allocation adjustments and 
rebalancing

Alternative Strategies

Alternative Assets

Cash

Stocks

International 

Bonds

30%
10%

10% 10%

50%

15%

20%
5%

25%25%

InstitutionalTraditionalSample Portfolios

The�portfolios�are�hypothetical�examples�provided�for�illustration�purposes�only. No assumptions should 
be made that similar asset allocations will be profitable, suitable or perform as indicated above. Allocations and 
their percentages should change based on an individual investor’s needs.



Building a Portfolio with Modern Investment Tools
For years Rydex has been an industry leader in the development of dynamic and 
alternative investment products. Our diversified product line-up includes funds that 
use traditional investments as well as leverage, absolute return strategies and other 
non-traditional investment techniques—all designed to help build more diversified 
investment portfolios.

Traditional Assets Alternative Assets Alternative Strategies

U.S. Stocks Commodities Absolute Return

Bonds Currency Long/Short

International Real Estate Momentum

Cash Leverage

Managed Futures

11

Rydex provides investors with a variety of alternative 
assets and alternative strategies to help build more 
diversified portfolios.
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The Rydex vaLue pRoposiTion:

Providing institutional-style investment 
strategies—both traditional and  

alternative—for individual investors

by

Marrying the investment characteris-
tics of institutional portfolios with the 

structural benefits of registered  
products 

while

Utilizing a proprietary quantitative 
methodology.



The Power of Knowledge
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9 �Commodity�investments�may�not�be�suitable�for�all�investors. The value of commodities investments may be affected by changes in overall market move-
ments, international, economic, political and regulatory developments and therefore are subject to greater volatility than broadly diversified investments.

10 �Currency�investments�may�not�be�suitable�for�all�investors. The value of an investment security denominated in foreign currencies can change when 
foreign currencies strengthen or weaken relative to the U.S. dollar. Currency rates in foreign countries may fluctuate significantly over short periods of time 
for a number of reasons, including changes in interest rates and the imposition of currency controls or other political developments in the U.S. or abroad.

Not only does Rydex advocate a new way of looking at investing, we also believe in the importance of 
education in investing. Visit our robust web site www.rydexinvestments.com, full of valuable educational 
materials, and arm yourself with the knowledge to make informed decisions. You’ll also find insight into 
market conditions with interviews and commentaries from our portfolio strategist and portfolio managers. 

Through our products and support, we introduce investors to investing concepts that have the potential of 
adding real value in a portfolio: 

 
         1.  Take advanTage of TRue diveRsifiCaTion. Today’s modern market makes numerous asset classes 

available to you—hedge funds, commodities9, inverse investments, leveraged products, currency products10, and many 
more—all of which can help you achieve true diversification.

       2.  move beyond The LimiTs of Long-onLy poRTfoLios. While many investors believe that 
down markets hold no opportunities, the possibility to hedge your portfolio and potentially even profit in a 
downturn does exist. While no investment strategy can guarantee returns in a declining market or eliminate risk, 
including inverse investments in your portfolio construction may provide a hedge and help you manage risk. 

       3.  ReguLaRLy Review youR poRTfoLio. As quickly as the market changes, it’s important to regularly 
review your investment allocations and make sure they’re still aligned with your goals and risk tolerances. Having 
pre-set limits on portfolio allocations and risk parameters can provide a disciplined method of staying on target.

       4.  beaR in mind CuRRenT and fuTuRe maRkeT CondiTions when CReaTing poRTfoLios. 
The well-known disclosure, “Past performance is not indicative of future performance” is a truism. When building 
a portfolio, it’s important to consider your opinions on the current and future stock market outlook as well as your 
thoughts on economic trends (such as inflation and interest rates).



abouT Rydex invesTmenTs

Rydex Investments, the investment 
advisor to Rydex funds, continues 
to drive change in the financial 
industry by introducing invest-
ment products and services that 
challenge conventional thinking, 
empower investors and provide 
essential new options for uncertain 
market conditions. Rydex man-
ages $14 billion in assets11 via 
more than 80 mutual funds and 
exchange traded funds.

14

11  Assets under management as of 02/07.  

  For more complete information regarding 
any Rydex fund, call 800.820.0888 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.

  Shares of mutual funds are not deposits of, nor guaranteed 
nor endorsed by, any financial institution; are not insured 
by the Federal Deposit Insurance Corporation (FDIC), the 
Federal Reserve Board, or any other agency; and involve 
risk, including the possible loss of the principal amount 
invested. See the prospectus for details on the specific risks 
of each Rydex fund. Not all funds and all share classes are 
available at all firms offering Rydex funds.

  Rydex Distributors, Inc., an affiliate of Rydex Investments, 
is the distributor of Rydex funds.

Creating a New Investment 
Plan For Today’s Modern 
Market
Conventional thinking can only get you so far. it 
lacks vision. it limits opportunity. it locks you in 
a box. and when it comes to investing, we be-
lieve it’s time to break out. it’s time to consider 
a progressive approach—one that may provide 
opportunities in any market environment. by 
utilizing a broader menu of investment options 
and more closely monitoring market trends, you 
may be able to better manage risk and reward 

in your portfolio. Call your investment 
advisor today for help in realigning 
your investment plan—enabling you to 
potentially protect and enhance your portfolio.



9601 Blackwell Road, Suite 500  •  Rockville, MD 20850 
800.820.0888  www.rydexinvestments.com
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