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What Became of the Top Performing Funds

a summary of our research

Investors and the financial media give a great deal of credence to last year’s top performing
mutual funds. Fortunately, investment professionals see the folly of such interest. However,
investment professionals do place a great deal of importance in a fund’s long term track record.
But is long-term past performance any better a selection tool than short-term performance?
Unfortunately, my research consistently and emphatically says “No!”

Over the years, we conducted 13 surveys of funds that finished a five year period atop their
respective investment categories, as well as those that finished the five years at the bottom of
their categories. Of those that finished the first five years in the top quartile, only 24% went on
to finish the following five years in that same top level, while a whopping 31% went on to finish
the second five years in the bottom quartile.

Conversely, the funds that finished the first period in the bottom quartile went on to finish the
second period in the top quartile 28% of the time and the bottom quartile 26% of the time!

Sadly, even the best advisor recommended lists are dominated by the value of past
performance. We found that successful funds have 11 common traits, and we use those traits
to score and select the best funds for tomorrow . . . not yesterday!

1st Quartile 2nd Quartile _ 4th Quartile

1988-1992 23% 25% 21% 31%
1991-1995 29% 24% 26% 21%
1995-1999 7% 13% 25% 55%
1996-2000 17% 21% 23% 40%
1997-2001 32% 25% 21% 22%
1998-2002 29% 23% 20% 28%
2000-2004 29% 21% 24% 26%
2002-2006 18% 24% 22% 36%
2005-2009 17% 23% 24% 35%
2006-2010 24% 24% 22% 30%
2007-2011 25% 20% 23% 32%
2008-2012 24% 20% 27% 29%
2012-2014 32% 25% 25% 18%

overall 24% 22% 23% 31%




