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There are thousands of mutual funds and etf’s available for investors to choose from.  
How do you know if the ones you are using are strong choices or poor ones?  A 
quality check of your portfolio will help identify if your holdings are performing in 

an above average, average, or below average manner.  Why is this important?  Historical 
performance shows that below average funds tend to lose more in a big down market, and 
make less in a rebound.  That is the exact opposite of what most investors want with their 
money! We use Morningstar data to perform our Quality Checks.  

Let’s look at an example of both an above average performer, and a below average 
performer.  

ABOVE AVERAGE
I’m intentionally using 
data from a fund that is 
a number of years old 
because I don’t want to 
appear to be endorsing 
a particular company or 
fund. 

This is an excerpt from 
of a Morningstar report. 
These reports contain lots 
of information.  To zero in 
on the Quality Check part 
here are the segments to 
pay attention to.

MORNINGSTAR CATEGORY 
Morningstar takes all of the 25,000+ mutual funds and ETFs in the world and breaks them down into a 
category based on what they are invested in.  For instance, this category is the US fund Allocation 50-70%.  
The US reference means that the stocks inside the fund are headquartered in the USA.   An allocation fund 
means that it holds both stocks and bonds in it.   Normally it has between 50% to 70% in equities (stocks). 

TRAILING RETURNS
This is time periods we are measuring.  
You can see 1, 3 5, and 10 year periods.   

NUMBER IN THE CATEGORY 
This is how many funds were available 
to consumers to invest in within the 
category during that time period.  In the 1 
year column, you see there are 821 funds.  
That means there were 821 funds in the 
entire world in this Morningstar category 
of 50% to 70% equities.   Simply said, 
if you want something in this category, 
you've got 821 choices of how to do so.

% RANK IN CATEGORY 
The rank of the category is where the 
rubber meets the road.  You want your 

score to be like a golf score, nice and 
low.  The scoring works like this - 1 is the 
best and 100 is the worst. It doesn’t get 
any worse than 100,  and doesn't get any 
better than 1.  That makes the middle 
number of  50 exactly average.  Anything 
scoring between 1-49 is above average.  
Anything scoring 51-100 is below average.

In our example, you can see that for 
the 1 year time frame this fund scored 
a 28 – meaning in the 28th percentile.  
That is above average because the score 
is lower then a 50. You can also see in 
our example that the 3 year, 5 year, and 
10 year scores are single digits  From a 
Quality Check perspective that is what 
you want to see. 
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GET A QUALITY CHECK ON 
YOUR PORTFOLIO!  VISIT WITH 
OUR FINANCIAL ADVISORS TO 
DISCUSS YOUR INVESTMENT 
ACCOUNTS AND FIND OUT 
HOW WE CAN HELP. WE WORK 
VIRTUALLY WITH CLIENTS 
NATIONWIDE!  
DON’T LET BELOW AVERAGE 
PERFORMERS CRUSH YOUR 
PORTFOLIO POTENTIAL – CALL 
US TODAY!

BELOW AVERAGE:
Now let’s look at an example 
of one fund where quality 
is a problem. This is not a 
detraction of the fund, just 
data

THE MORNINGSTAR  
CATEGORY 
Large Growth.

When you look at the number of funds in the category you can see 
there are 1,350 different choices in the world. That is a lot to choose 
from!  The problem becomes evident when we look at the % Rank 
In Category.  For 1 year is is scoring as an 88.  That means that 88% 
of the other Large Growth funds did better than this one in the last 
year. The further problem can be seen when we look at the 3, 5 and 
10 year time periods.  90% of the whole peer group has done better 
than this one for the last 10 years. 

IF YOU HAVE 1,350 CHOICES, WHY WOULD 
YOU EVER WANT TO STAY IN ONE WITH 
THIS KIND OF QUALITY ISSUE? 

https://www.sterkfinancialservices.com/p/contact
https://www.sterkfinancialservices.com/p/contact
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Securities and investment advisory services offered through Woodbury Financial Services, Inc. (WFS) 
member FINRA/SIPC. WFS is separately owned and other entities and/or marketing names, products or 

services referenced here are independent of WFS. Neither WFS nor its representatives provide tax advice. 
Investing involves risk. Loss, including the loss of principal may occur. No investment strategy can guarantee 

positive results.  Past performance does not guarantee positive results.

BOOK AN APPOINTMENT TODAY!

THE STERK FINANCIAL DIFFERENCE 

DAKOTA DUNES OFFICE
350 Oak Tree Lane
Suite 150
Dakota Dunes, SD 57049

KANSAS CITY OFFICE
7280 NW 87th Terrace
Suite C-210
Kansas City, MO 64153

STORM LAKE OFFICE
813 Flindt Drive  
Suite A
Storm Lake, IA  50588

PHONE: 605-217-3555
TOLL-FREE: 866-800-2186

BOOK NOW
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