
How Have We Done So Far ? 

At the end of each January and 
July, we examine the stocks  in 
this portfolio. 

For the 5 years from July 2001 to 
July 2006, our 2 portfolios both 
beat the All other Exchange 
Traded Funds, if they were all 
purchased and held. 

Similarly, for the 10 year per-
formances, a better measure of 
the long term performance, both 
model portfolios again outper-
formed the all other Exchange 
Traded Funds. 

Our Models 

At the end of each month our 
models generate either 0, 1 or 2 
stocks for consideration. 

These stocks are then rechecked 
every 6 months to see if they are 
to be either held or sold.  

If they are sold, new stocks may 
or may not then be recom-
mended for purchase. 

How Is It Done ? 

Our models are designed to pick 
the best performing stocks over a 
predefined time period. Pages 2  
& 3 show you how to build the 
portfolios you see here. Page 4 
describes the stocks we use. 

The January-July Portfolio. 
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Our Picks 

For the first Exchange 
Traded Fund, (The 
ETF #1 Table), the to-
tal compounded return 
from July 1996 until July 
2006 is 135%.  

 

However once trading 
expenses are included, 
that figure drops to 
124%. 

 

See Pages 2 and 3 

THE COMPLEAT  

ETF INVESTOR 

5 AND 10 YEAR PERFORMANCES OF OUR 1 
AND 2 STOCK INVESTMENT PORTFOLIOS 



The 1 Stock Portfolio 

1. Each month our model produces 
2 stocks, ETF#1 and ETF#2 . 

2. This portfolio uses only ETF #1 
to form a single stock portfolio. 

3. This stock is held for a 6 month 
period. 

4. At the end of 6 months, that 
stock is either: 

• Held again for a further 
6 months; 

• Sold and a new stock 
purchased; 

• Sold and nothing pur-
chased. 

How We Assemble Our Portfolios 
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Choosing Your Stocks 
 
The following information is based on the 2 tables on Page 3 

Individual Stock Performances 

For the first Exchange Traded Fund, (The 
ETF #1 Table), the total compounded 
return from July 1996 until July 2006 is 
135%. However once trading expenses are 
included, that figure drops to 124%. 
 
For our second Exchange Traded Fund,  
(The ETF #2 Table), the total com-
pounded return from July 1996 until Luly 
2006 comes in at 285%. 
However, once trading expenses are fac-
tored in, that return is reduced to 268%. 
 
The chart above shows that the returns 
from both stocks outperformed the returns 
from buying and then holding all other 
Exchange Traded Funds currently being 
traded on the major exchanges. 

Our Recommendations  

The last row of the Exchange Traded Fund 
#1 table, shows that our models indicate 
that the position in EWZ (Brazil iShares)be 
sold and PUI (PowerShares Dynamic Utili-
ties Portfolio) be purchased instead. 
 
In addition, the last row of the Exchange 
Traded Fund #2 table, shows that our 
models indicate that the position in iShares 
MCSI South Africa be sold and those in 
UTH (Merrill Lynch Utilities HOLDRS) 
now be purchased instead. 

Why These Models Work 
Our models focus on finding strong stocks. 
With this approach, we also make use of : 

• Concentrated Investing, and 

• Compounding 

Concentrated Investing 
Our research with a database of some 1,189 
stocks demonstrated that with our model, a 
portfolio with 2 stocks  was able to outper-
form a portfolio with 5 or 10 stocks. 
These small (but risky at times) portfolios 
tend to produce higher amounts of winning 
trades and profits per trade. 

The Power of  Compounding 
At the end of each period, our models are 
evaluated and the dollar amount carried 
forward into new stocks, if any are recom-
mended.  
This method of combining the initial in-
vestment amount with any profits obtained, 
over time, can produce a powerful com-
pounding effect that gives the portfolio a 
chance to grow. 

The 2 Stock Portfolio 

Our 2 stock portfolio works as follows: 

1. Initially funds are divided equally 
between Stock #1 and Stock #2. 

2. Then, every 6 months, sales from 
Stock#1 (when they do occur), are 
used strictly to purchase any new 
recommendations (if any) for Stock 
#1 only. 

3. Similarly, every 6 months, sales from 
Stock#2 (when they do occur), are 
then used strictly to purchase any 
new recommendations (if any) for 
Stock #2. 

It be must never be assumed that the recommendations made, will in the future be profitable or equal past performance. Investors must be well aware that there are 
risks in forecasting. There is absolutely no guarantee that any theory, chart, or indices will assure continued stock market success. Making money in the stock 
market is, like most things, a difficult undertaking. The information used here was obtained from sources we believe to be reliable, but we do not guarantee its 
accuracy. Officers, employees, affiliates and clients of this company may have positions in securities and may make additional purchases or sales. 
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The Compleat ETF Investor 
 
A Project of Sphere Research and Trading 
 

• We do not include short-selling strate-
gies because of the higher level of risks 
involved. 

• We are not paid by any entity to recom-
mend investments. 

• We are an independent investment re-
search firm, employing computer tech-
nology to perform detailed analysis of 
stocks and stock markets in order to 
build models for investing. 

• The returns for our portfolios are based 

• Our models are built and tested using 
typical prices.  

• Typical Prices are an average of the 
Highest, Lowest and Closing (or final) 
price for any stock on any given day. 

• We have found Typical Prices to give 
a fairer representation of a stock’s daily 
action. 

• Our portfolios are strictly based on 
buying and holding or simply just sell-
ing.  

on a broker’s commission of $10.00 .  

• Commissions to different investors may  
vary and hence their individual results. 

• Purchase and Selling Prices may also 
vary from one investor to another and 
as a result, individual results may also 
vary. 

Notes: 

Exchange Traded Funds (ETF’s) Explained 
• Exchange-Traded Funds, or ETFs, are 

traded just like ordinary stocks on major 
stock exchanges. 

 

• Like stocks, ETFs, trade instantly each 
trading day, all day. 

 

• ETF’s are bought and sold, just as any 
other stock is, through any brokerage 
firm. 

 

• The difference is that Exchange-Traded 
Funds are specially designed to repre-
sent major stock indexes such as the: 

• The Dow Jones Industrial 
Average (a group of 30 stocks) 

• The Standard & Poor's 500 
Index (a group of 500 stocks) 

• The Nasdaq Composite (a 
group of 3,000 stocks) 

• Similarly,  there are other Exchange-
Traded Funds representing groups 
of: stocks such as 

• Small US Companies 

• Large US companies; 

• US Growth Companies 

• US Value Companies 

• Australian Stocks 

• United Kingdom Stocks 

• Canadian Stocks 

and many, many more ! 

 

• Thus buying a single ETF gives any 
investor, instant access to an entire 
group of stocks.  

 

  

• Annual fees for ETFs can be as low as 
.09% of assets, extremely low espe-
cially when compared to average mu-
tual fund fees of 1.4%. 

• Exchange Traded Funds provide us 
with several investment strategies:  

• Global Diversification,  

• Value Investing,  

• Growth Investing,  

• Industry Diversification 

 

to name just a few.  

We’re  on the web:       www.financemodels.com 


