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Quick Q & A #4

Q: How can average be above average?

The market retums of indexes beat most active managers

Active vs. Passive Management

S-year returns of actively managed funds underperformed
benchmark indexes in 8 of 9 segments (2004-2008)

A: Index investors beat the average actively managed fund.

Some critics try to discredit index investing with the argument that indexes
only deliver average returns. It’s true — index funds and ETFs are designed
to track, not outperform, the returns of benchmarks such as the Dow or S&P
500. However this “average” performance has historically beaten the results
of many actively managed mutual funds...run by highly educated, well-paid
managers hired specifically to outperform the market.

The numbers are compelling. The Vanguard Index 500 beat 78% of actively
managed funds between 1980-1999'. And the diagram above shows that in 8
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of 9 size/style categories — shown as white triangles — indexes beat actively
managed funds over the last five years.

It turns out indexes are hard to beat. Average can be above average.

Read more: Articles from Osbon Capital Management
www.osboncapital.com/publications.html

Next time: Are all ETFs better than mutual funds?

Contact: John Osbon 617-217-2772 josbon@osboncapital.com

Visit: www.osboncapital.com

'David Swensen, Unconventional Success: A Fundamental Approach to Personal
Investing, 2005

Osbon Capital Management, LLC ("Osbon") is an SEC registered investment adviser with its principal
place of business in the Commonwealth of Massachusetts. Osbon and its representatives are in compliance
with the current notice filing requirements imposed upon registered investment advisers by those states in
which Osbon maintains clients.

The index returns are based on the following: iShares Morningstar Small Value Index Fund JKL, iShares
Morningstar Small Growth Index JKK; iShares Morningstar Small Core Index Fund JKJ; iShares
Morningstar Mid Value Index Fund JKI; iShares Morningstar Mid Growth Index Fund JKH; iShares
Morningstar Mid Core Index Fund JKG, and iShares Morningstar Large Value Index Fund JKF. The
mutual fund returns includes the oldest share class for all U.S. diversified mutual funds with at least a one-
year history as of June 30, 2009.

This Q&A contains general information that is not suitable for everyone and should not be construed as
personalized investment advice. The historical data presented herein are for informational purposes only
and do not reflect actual client accounts.

The historical returns are not net of advisory and/or other fees and expenses. Past performance is no
guarantee of future results. There is no guarantee that the views and opinions expressed in this Q&A4 will
come to pass. Investing in the stock market involves gains and losses and may not be suitable for all
investors. Information presented herein is subject to change without notice and should not be considered as
a solicitation to buy or sell any security.
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For additional information about Osbon, including fees and services, send for our disclosure statement as
set forth on Form ADV using the contact information herein. Please read the disclosure statement carefully
before you invest or send money. For information pertaining to the registration status of Osbon, please
contact Osbon or refer to the Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov).




