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Citing a strategy with years of 

proven outperformance over traditional 
market-cap-weighted indices and grow-
ing demand for more diversified invest-
ment products, Rydex rolled out six 
new equally-weighted exchange-traded 
index funds.

The Rockville, Md.-based firm, with 
$22 billion in assets, is the first fund 
manager to offer this version of the 
Russell 1000, 2000 and mid-cap equity 
indices, and the MSCI EAFE, Emerg-
ing Markets and All Country World 
equity indices. Collectively providing 
a global reach, the Russell indices rep-
resent small-, mid-, and large-cap U.S. 
stocks, while the MSCI indices offer ac-
cess to foreign developed, emerging and 
a combination of both markets, the lat-
ter inclusive of U.S. shares.

At a conference this week in New York, 
Rydex CEO Richard Goldman explained 
the release of these ETFs complements 
renewed demand for more intelligent 
market exposure. “There are a lot of in-
vestors who have cash on the sidelines, 
trying to figure out how to reinvest,” ob-
serves Goldman, “and we are finding they 
are receptive to new ideas and investment 
solutions and new products that will help 
them meet their needs.”

He points to the success investors 
have enjoyed since Rydex launched its 
equally weighted S&P 500 ETF (RSP) 
in late April 2003. Over the past year, 
through the end of November, total re-
turns of RSP have nearly doubled that 
of the U.S. benchmark, having gained 
18.42%. Over the past three years, the 

ETF was off an annualized rate of 
1.18%, but it outperformed the S&P 
500 index by nearly 400 basis points a 
year. And since inception, the ETF’s 
9.05% annualized return was 349 basis 
points a year better than the S&P 500.

Rydex has captured outperformance 
in its nine equally weighted sector 
ETFs as well. 

The reasons are easily discernable, ex-
plains Rydex CIO and head of quanti-
tative strategies Michael Byrum. First, 
investors get a more broadly diversified1 

version of each index. Again citing the 
S&P 500 as an example, Byrum noted 
the top 50 stocks of the market-cap-
weighted index make up half of its ex-
posure. In the new equally weighted ver-
sion, these shares make up only 10% of 
the portfolio. This prevents a select few 
stocks from having a disproportionate 
impact on the ETF.

Second, as ETF consultant Tom Lydon2 
explained at the news conference, port-
folios configured around equal weight-
ing ensure investors get more significant 
exposure to the next Intel, Microsoft 
and NetFlix before they become huge, 
richly valued names.

Raman Aylur Subramanian, head of 
New Product Development and Index 
Research at MSCI, added that equal 
weighting also enables Rydex to bet-
ter capture global performance. “Our 
market-cap weighted MSCI All Coun-
try World Index is composed of 86% 
developed-market companies and 14% 
emerging market companies,” he ob-
serves. “But Rydex’s equal-weighted ver-

sion, which will begin trading in January, 
will provide nearly one-third emerging 
market exposure.” Given current growth 
prospects, many observers believe this 
more balanced approach may produce 
superior results.

Equal weighting inherently provides 
more even sector exposure than their 
market-cap weighted counterparts.

For these reasons, Rydex executives 
argued equally weighted ETFs may be 
more comparable to actively managed 
portfolios, but deliver such exposure at 
substantially lower annual expenses.

Lastly, Rydex’s Byrum thinks quar-
terly rebalancing, which maintains 
equal weighting, enforces a key disci-
pline: profit-taking as stocks rise and 
purchasing of additional shares when 
they are declining; that is to say, selling 
high and buying low.

Byrum doesn’t argue market-cap 
weighting is a misdirected market strat-
egy. But he thinks investors should be 
considering additional approaches that 
offer distinct benefits.

This sort of split thinking goes to a 
major challenge Rydex will face in pro-
moting these new products. For years, 
many ETF distributors have been tout-
ing the distinct advantages of passive in-
vesting that tracks market-cap-weighted 
indices over active management. Aca-
demic literature has frequently support-
ed this contention. Getting advisors and 
self-directed investors to now buy into a 
fundamentally altered approach to index 
investing may take some time. If Rydex’s 
logic holds, then this should happen. 

FA
FINANCIAL ADVISOR MAGAZINE’S E-NEWSLETTER December 9, 2010

news
www.fa-mag.com

Rydex Rolls Out Six ETFs

Opinions and estimates contained in this article are subject to change without notice, as are statements of financial mar-
ket trends, which are based on current market conditions. This article originally appeared in the December 9, 2010 issue of 

Financial Advisor Magazine’s electronic newsletter FAnews. All rights reserved. Charter Financial Publishing Network, Inc.



About Rydex
Rydex manages approximately $25 billion in assets—including more than $7 billion in exchange traded prod-
uct assets.  Rydex offers institutional investors and financial intermediaries a broad spectrum of traditional 
and nontraditional investment options that span four distinct disciplines—fundamental alpha (actively man-
aged equity and fixed-income), alternative strategies, target beta strategies and ETFs.   

For more information call 800.820.0888.
1Diversification neither assures a profit nor eliminates the risk of experiencing investment losses.
2 Thomas Lydon serves on the Board of Directors for Rydex Funds. Any opinions or forecasts expressed by 
Mr. Lydon, may not actually come to pass.

RYDEX S&P EQUAL WEIGHT ETF AVERAGE ANNUAL TOTAL RETURNS 
(As of 12/31/2010)

 

  1-Year 3-Year 5-Year
Since 
Fund 

Inception

Total 
Expense 

Ratio3

Inception 
Date

Rydex S&P Equal Weight  
ETF (NAV) 21.32% 1.60% 4.10% 9.93% 0.40% 4/24/2003

Rydex S&P Equal Weight  
ETF (Market Close) 21.39% 1.72% 4.16% 9.94% 0.40% 4/24/2003

S&P Equal Weight Index 21.91% 2.45% 4.80% 10.56% --- --

S&P 500®Index 15.06% -2.86% 2.29% 6.39% --- ---

RYDEX S&P EQUAL WEIGHT CONSUMER DISCRETIONARY ETF 
AVERAGE ANNUAL TOTAL RETURNS (As of 12/31/2010)

 

  1-Year 3-Year
Since 
Fund 

Inception

Total 
Expense 

Ratio3

Inception 
Date

Rydex S&P Equal Weight Consumer 
Discretionary ETF (NAV) 26.78 7.03% 1.70% 0.50% 11/1/2006

Rydex S&P Equal Weight Consumer 
Discretionary ETF (Market Close) 26.07% 6.97% 1.74% 0.50% 11/1/2006

S&P Equal Weight Index Consumer 
Discretionary 27.54% 7.36% 2.09% --- --

S&P 500 Consumer Discretionary 
Index 25.72% 4.43% 0.36% --- ---

RYDEX S&P EQUAL WEIGHT CONSUMER STAPLES ETF 
AVERAGE ANNUAL TOTAL RETURNS (As of 12/31/2010)

 

  1-Year 3-Year
Since 
Fund 

Inception

Total 
Expense 

Ratio3

Inception 
Date

Rydex S&P Equal Weight 
Consumer Staples ETF (NAV) 17.95% 5.29% 6.41% 0.50% 11/1/2006

Rydex S&P Equal Weight 
Consumer Staples ETF (Market 
Close)

18.24% 5.39% 6.46% 0.50% 11/1/2006

S&P Equal Weight Index 
Consumer Staples 18.73% 5.83% 6.99% --- --

S&P 500 Consumer Staples Index 10.67% 0.45% 3.44% --- ---



RYDEX S&P EQUAL WEIGHT ENERGY ETF 
AVERAGE ANNUAL TOTAL RETURNS (As of 12/31/2010)

 

  1-Year 3-Year
Since 
Fund 

Inception

Total 
Expense 

Ratio3

Inception 
Date

Rydex S&P Equal Weight 
Energy ETF (NAV) 26.51% -2.02% 7.98% 0.50% 11/1/2006

Rydex S&P Equal Weight 
Energy ETF (Market Close) 26.08% -1.94% 7.98% 0.50% 11/1/2006

S&P Equal Weight  
Index Energy 27.23% -1.38% 8.65% --- --

S&P 500 Energy Index 17.86% -5.63% 4.24% --- ---

RYDEX S&P EQUAL WEIGHT FINANCIALS ETF 
AVERAGE ANNUAL TOTAL RETURNS (As of 12/31/2010)

  1-Year 3-Year
Since 
Fund 

Inception

Total 
Expense 

Ratio3

Inception 
Date

Rydex S&P Equal Weight 
Financials ETF (NAV) 22.82% -10.17% -10.76% 0.50% 11/1/2006

Rydex S&P Equal Weight 
Financials ETF (Market 
Close)

22.46% -10.48% -10.76% 0.50% 11/1/2006

S&P Equal Weight Index 
Financials 23.51% -9.06% -9.80% --- --

S&P 500 Financials Index 10.83% -18.18% -17.24% --- ---

RYDEX S&P EQUAL WEIGHT HEALTH CARE ETF 
AVERAGE ANNUAL TOTAL RETURNS (As of 12/31/2010)

 

  1-Year 3-Year
Since 
Fund 

Inception

Total 
Expense 

Ratio3

Inception 
Date

Rydex S&P Equal Weight  
Health Care ETF (NAV) 10.84% 4.09% 6.27% 0.50% 11/1/2006

Rydex S&P Equal Weight  
Health Care ETF (Market Close) 10.67% 4.11% 6.26% 0.50% 11/1/2006

S&P Equal Weight Index  
Health Care 11.54% 4.81% 7.28% --- --

S&P 500 Health Care Index 0.71% -3.80% -1.21% --- ---



RYDEX S&P EQUAL WEIGHT INDUSTRIALS ETF 
AVERAGE ANNUAL TOTAL RETURNS (As of 12/31/2010)

 

  1-Year 3-Year Since Fund 
Inception

Total 
Expense 

Ratio3

Inception 
Date

Rydex S&P Equal Weight  
Industrials ETF (NAV) 26.36% 0.40% 4.65% 0.50% 11/1/2006

Rydex S&P Equal Weight  
Industrials ETF (Market Close) 26.12% 0.40% 4.71% 0.50% 11/1/2006

S&P Equal Weight Index  
Industrials 26.69% 1.08% 5.22% --- --

S&P 500 Industrials Index 23.92% -5.28% -0.80% --- ---

RYDEX S&P EQUAL WEIGHT MATERIALS ETF 
AVERAGE ANNUAL TOTAL RETURNS (As of 12/31/2010)

 

  1-Year 3-Year Since Fund 
Inception

Total 
Expense 

Ratio3

Inception 
Date

Rydex S&P Equal Weight  
Materials ETF (NAV) 23.29% 6.46% 8.80% 0.50% 11/1/2006

Rydex S&P Equal Weight  
Materials ETF (Market Close) 23.12% 6.35% 8.83% 0.50% 11/1/2006

S&P Equal Weight Index  
Materials 24.15% 7.40% 9.75% --- --

S&P 500 Materials Index 19.92% -2.67% 3.77% --- ---

RYDEX S&P EQUAL WEIGHT TECHNOLOGY ETF 
AVERAGE ANNUAL TOTAL RETURNS (As of 12/31/2010)

 

  1-Year 3-Year Since Fund 
Inception

Total 
Expense 

Ratio3

Inception 
Date

Rydex S&P Equal Weight  
Technology ETF (NAV) 18.27% 2.70% 3.14% 0.50% 11/1/2006

Rydex S&P Equal Weight  
Technology ETF (Market Close) 17.89% 2.67% 3.10% 0.50% 11/1/2006

S&P Equal Weight Index  
Information Technology 19.05% 3.39% 3.70% --- --

S&P 500 Information  
Technology Index 9.13% -0.58% 3.76% --- ---



RYDEX S&P EQUAL WEIGHT UTILITIES ETF 
AVERAGE ANNUAL TOTAL RETURNS (As of 12/31/2010)

 

  1-Year 3-Year Since Fund 
Inception

Total 
Expense 

Ratio3

Inception 
Date

Rydex S&P Equal Weight Utilities  
ETF (NAV) 13.06% -2.05% 1.91% 0.50% 11/1/2006

Rydex S&P Equal Weight Utilities  
ETF (Market Close) 12.69% -1.93% 1.98% 0.50% 11/1/2006

S&P Equal Weight Index Utilities and 
Telecommunications Services 13.77% -1.52% 2.46% --- --

S&P 500 Utilities Index 0.85% -9.66% -3.25% --- ---

S&P 500 Telecommunications  
Services Index 12.30% -8.54% -3.28% --- --

Performance displayed represents past performance, which is no guarantee of future results. Investment 
return and principal value will fluctuate so that when shares are redeemed, they may be worth more or less 
than original cost. Returns reflect the reinvestment of all dividends. Current performance may be lower or 
higher than the performance data quoted. For up-to-date fund performance, including performance current 
to the most recent month end, visit our web site at www.rydex-sgi.com. For additional information, see the 
fund’s prospectus. ETFs are subject to third-party transaction fees/commissions. Net asset value (NAV) is cal-
culated by subtracting total liabilities from total assets, then dividing by the number of shares outstanding. 
Market close is the last price at which shares are traded. Fund shares may trade at, above or below NAV.

3The fund has adopted a distribution (12b-1) plan pursuant to which the fund may bear an annual 12b-1 fee 
of up to 0.25%. However, no such fee is currently charged to the fund and no such fees will be charged prior 
to 3/01/2011. 

Index data is for illustration purposes only and is not meant to represent the performance of a particular fund. 
Index data does not reflect any management fees, transaction costs or expenses. Each index is unmanaged 
and not available for direct investment. The S&P Equal Weighted ETF’s benchmark is the S&P Equal Weight 
Index. The S&P 500 Index (cap weighted index) is shown for comparative purposes only. 

ETFs may not be suitable for all investors. • Investment returns and principal value will fluctuate so that 
when shares are redeemed, they may be worth more or less than original cost. Most investors will also 
incur customary brokerage commissions when buying or selling shares of an ETF. • Investments in securi-
ties and derivatives, in general, are subject to market risks that may cause their prices to fluctuate over 
time. • ETF shares may trade below their net asset value (“NAV”). The NAV of shares will fluctuate with 
changes in the market value of an ETF’s holdings. In addition, there can be no assurance that an active 
trading market for shares will develop or be maintained. • Tracking error risk refers to the risk that the 
Advisor may not be able to cause the fund’s performance to match or correlate to that of the fund’s under-
lying index, either on a daily or aggregate basis. Tracking error risk may cause the fund’s performance to 
be less than you expect. • International ETFs investments in foreign instruments may be volatile due to 
the impact of diplomatic, political or economic developments on the country in question. Additionally, the 
fund’s exposure to foreign currencies subjects the fund to the risk that those currencies will decline in value 
relative to the U.S. dollar.

For more complete information regarding RydexShares®, call 800.820.0888 for a prospectus and a summary 
prospectus (if available). Investors should carefully consider the investment objectives, risks, charges 
and expenses of a fund before investing. The fund’s prospectus and its summary prospectus (if available) 
contains this and other information about the funds. Please read the prospectus and summary prospectus 
(if available) carefully before you invest or send money.

Rydex|SGI funds are distributed by Rydex Distributors, LLC (RDL). Security Investors, LLC (SI) is a registered 
investment advisor, and does business as Security Global InvestorsSM and Rydex Investments.  SI and RDL 
are affiliates and are subsidiaries of Security Benefit Corporation, which is wholly owned by Guggenheim 



SBC Holdings, LLC, a special purpose entity managed by an affiliate of Guggenheim Partners, LLC, a diversi-
fied financial services firm with more than $100 billion in assets under supervision.

“Standard & Poor’s,” “S&P,” “S&P 500,” “Standard & Poor’s 500,” “500,” “S&P MidCap 400,” and “S&P 
SmallCap 600” are trademarks of Standard & Poor’s Financial Services LLC and have been licensed for use 
by Rydex|SGI and its affiliates. The Products are not sponsored, endorsed, sold or promoted by Standard 
and Poor’s and Standard & Poor’s makes no representation regarding the advisability of investing in the 
Products. 

The Russell Midcap® Equal Weight Index, Russell 1000® Equal Weight Index and the Russell 2000® Equal 
Weight Index are trademarks of Russell Investment Group and have been licensed for use by Rydex|SGI and 
its affiliates. Neither Russell’s publication of the Russell indices nor its licensing of its trademarks for use in 
connection with financial products derived from a Russell index in any way suggest or imply a representation 
or opinion by Russell as to the attractiveness of investment in any securities or other financial products based 
upon or derived from any Russell index. Russell is not the issuer of any such securities or other financial prod-
ucts and makes no expressed or implied warranties of merchantability or fitness for any particular purpose 
with respect to any Russell index or any data included or reflected therein, nor as to results to be obtained by 
any person or any entity from the use of the Russell index or any data included or reflected therein.

The funds or securities referred to herein are not sponsored, endorsed, or promoted by MSCI, and MSCI bears 
no liability with respect to any such funds or securities or any index on which such funds or securities are based. 
The prospectus contains a more detailed description of the limited relationship MSCI has with Rydex|SGI and 
any related funds.


