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Here are the funds that meet my strict tests.

Aug 20, 2024 | by Russel Kinnel

It’s time once again for our popular Thrilling funds feature. 
As you may recall, this is a list I generate with some simple, 
strict screens to narrow a universe of 15,000 fund share 
classes down to a short list ranging between 25 and 50. It’s 
purely a screen; I don’t make any additions or subtractions. 
So, if your favorite fund didn’t make the cut, it is because it 
failed a test, not because I hate it.

The basic idea: With so many funds out there, you can be 
choosy. It’s better to be choosy by setting high standards 
on the most important factors than by screening on a lot 
of minor data points. I emphasize fees, the Morningstar 
Medalist Rating, long-term performance, and fund 
company quality.

I also throw out funds with Morningstar Risk ratings of High 
because investors have a hard time using the most volatile 
funds well—they’re hard to hold on to in downturns and 
tempting to buy after they’ve already rebounded from past 
lows. The Morningstar Risk measure is relative to peers, 
meaning there are emerging-markets funds with Low risk 
ratings and short-term bond funds with High risk ratings. It 
tells you about relative risk, not absolute risk. Specifically, 
it tells you about downside volatility over the trailing three, 
five, and 10 years.

Here are the tests:
• Expense ratio in the Morningstar Category’s cheapest 

quintile. (I use the prospectus adjusted expense ratio, 
which includes underlying fund fees but does not 
include leverage and shorting costs. In addition, I 
screen out active funds charging less than 10 basis 
points if those funds are limited to platforms that 
charge other fees.)

• Manager investment of more than $1 million in the 
fund (the top rung of the investment ranges reported in 
SEC filings).

• Morningstar Risk rating lower than High.
• Morningstar Medalist Rating of Bronze or higher.
• Parent Pillar rating better than Average.
• Returns greater than the fund’s category benchmark 

over the manager’s tenure for a minimum of five years. 

In the case of allocation funds, I also used category 
averages because benchmarks are often pure equity or 
bond and therefore not good tests.

• Must be a share class accessible to individual investors 
with a minimum investment of no greater than $50,000.

• No funds of funds.
• Funds must be rated by Morningstar analysts.

Subscribers to Morningstar Direct, our institutional fund 
database, can run these screens for themselves by using 
our Fantastic Funds notebook. The only difference is that I 
didn’t screen out institutional share classes. For those who 
don’t have Morningstar Direct, there’s a simple tool on the 
Morningstar FundInvestor site that lets you enter a ticker 
and see how your fund stacks up on the tests.

New to the List

There is remarkably little change from last year’s list. Only 
six funds joined the list this year, and only two of last year’s 
funds fell off. Let’s start with the newbies.

Fidelity Diversified International FDIVX
We recently upgraded this fund to Silver from Bronze, but 
that’s not what made it pop onto the list. Rather it’s that 
the fund’s prospectus adjusted expense ratio dropped 
significantly last year to 0.65%, taking it into the cheapest 
quintile of its category. Poor performance relative to its 
benchmark in 2022 tipped the performance fee into the 
penalty zone and thus the lower fee. Performance fees act 
as pendulums that subtract as much for underperformance 
as they add for outperformance. The fund has performed 
well since then, so the fee may rise a bit. Even if it does, 
though, this fund still has a lot of appeal. Bill Bower is a 
seasoned manager running a growth-at-a-reasonable-price 
strategy that’s a pretty steady performer. Over 23 years, 
Bower has beaten the index by a little more than 100 basis 
points per year.

Fidelity International Discovery FIGRX
It’s a similar story here. This fund’s prospectus adjusted 
expense ratio fell from 0.98% in 2022 to 0.65% in 2023 and 
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0.62% today. That fee cut also led to a Medalist Rating 
upgrade to Silver from Bronze. Bill Kennedy, who has run the 
portfolio since 2004, is a big believer in visiting companies in 
person to understand them and the local economy. Excellent 
results so far this year also helped to keep this fund ahead 
of its benchmark over Kennedy’s 20 years at the helm.

Fidelity Overseas FOSFX
This is one of my favorite Fidelity funds. Vincent 
Montemaggiore runs a unique strategy. As with the other 
two Fidelity funds, performance fees have cut the fund’s 
expense ratio to a very appealing level. The strategy 
emphasizes quality and valuation and has a distinct tilt 
toward Europe. The Silver-rated fund has 70% of its assets in 
Europe compared with 46% for the benchmark. The results 
have been brilliant. Montemaggiore leads the benchmark by 
more than 300 basis points per year.

Fidelity Total Bond FTBFX
This Gold-rated fund is rated High for People and Process. 
It’s a fund capable of outperforming in most market 
environments. Ford O’Neil and Celso Munoz keep duration 
close to that of the benchmark but shift among Treasuries, 
mortgages, investment-grade credit, and high yield. Fidelity 
tackles fixed income with tremendous amounts of technology 
and analysts so that the managers here have advantages 
that few can boast of. The managers are working on their 
sixth year of outperforming the category index.

Vanguard Global Wellington VGWAX
The two-person management team has been on this fund 
since its November 2017 inception. The fund has an appeal 
that’s similar to that of Vanguard Wellington VWELX. You 
have a very cheap fund (0.37% expense ratio) employing a 
conservative strategy with a 65% equity/35% bond mix. The 
fund holds 57% of its assets in North America.

Vanguard Wellesley Income VWIAX
This conservative fund is so useful. It’s super cheap and 
heavily tilted toward bonds so that you get steady income 
and fairly steady returns. Loren Moran has managed the 
bond side for seven years, and Matthew Hand has guided 
the value-leaning equity portfolio since 2022. The fund leads 
its benchmark over Hand’s tenure and lost much less than 
the benchmark and peers in 2022. In 2023, the fund’s value 
tilt held it back. The fund charges only 0.16%, and it has a 
set 65/35 split in favor of bonds.

Gone From the List

Fidelity Limited Term Bond FJRLX no longer meets the 
manager investment test, and Vanguard Dividend Growth’s 
VDIGX longtime manager Donald Kilbride retired at the end 
of 2023, leaving the fund in the hands of Peter Fisher.

The Rundown on the Big Fund Companies

A few fund companies dominate the list, so I’ll take a minute 
to run down the central appeal of each.

Stability is a big draw at American Funds. Buy one of these 
funds today, and you’ll have almost the same fund in 10 or 
20 years. The funds stick to their strategies, always have 
low costs, and boast unique management structures. The 
firm has an extraordinary depth of managers and analysts, 
and each manager of a fund runs a sleeve of that fund. 
Typically, between five and 10 managers run a fund, and a 
chunk is handed off to analysts. The beauty of that system 
is that if one or two people retire, that’s only maybe 8% or 
16% of the fund.

Baird offers conservatively run bond funds. That’s it. Firms 
like Pimco and BlackRock get into exotic derivatives, and 
many others drive up yield by taking on a ton of credit risk. 
Baird seeks to modestly outperform without taking on more 
credit or interest-rate risk.

Dodge & Cox delivers straight-up value exposure that 
you can set your watch to. It conducts deep fundamental 
research with a long-term focus.

Fidelity brings all the resources that money can buy to bear 
on top-level securities selection in stocks and bonds. It’s no 
accident that the firm is riding high now as it goes to great 
lengths to get the biggest stocks in the market right.

Vanguard brings ultralow costs to active and passive 
strategies. That means its funds start with an edge 
over everyone else. The other key is that Vanguard has 
relationships with elite active managers Primecap and 
Wellington that have made many of its active funds very 
rewarding for investors.
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Name Ticker Morningstar Category

Morningstar 
Medalist 
Rating

Expense 
Ratio (%)

Start 
Month

Fund 
Return 
(%)

Index/Peer 
Return 
(%)

American Funds American Balanced ABALX Moderate Allocation • 0.57 1999/01 7.50 4.57

American Funds American Mutual AMRMX Large Value Œ 0.59 2006/01 8.29 7.37

American Funds Capital Income Builder CAIBX Global Allocation • 0.60 1992/01 8.07 2.71

American Funds Growth Fund of Amer AGTHX Large Growth ´ 0.63 1993/11 11.26 10.68

American Funds Income Fund of Amer AMECX Moderately Aggressive Allocation ´ 0.58 1997/10 7.09 4.69

American Funds New Economy ANEFX Global Large-Stock Growth • 0.77 2006/02 9.35 8.22

American Funds New Perspective ANWPX Global Large-Stock Growth • 0.75 2000/12 8.42 6.73

Baird Aggregate Bond BAGIX Intermediate Core Bond Œ 0.30 2000/09 4.32 3.85

Baird Core Intermediate Muni Bond BMNIX Muni-National Interm • 0.30 2015/08 2.58 2.09

Baird Core Plus Bond BCOIX Intermediate Core-Plus Bond Œ 0.30 2000/09 4.78 4.12

Baird Short-Term Bond BSBIX Short-Term Bond Œ 0.30 2004/08 2.54 2.12

Baird Ultra Short Bond BUBIX Ultrashort Bond Œ 0.15 2013/12 1.78 1.12

Dodge & Cox Global Bond DODLX Global Bond Œ 0.45 2014/05 3.08 -0.17

Dodge & Cox Global Stock DODWX Global Large-Stock Value Œ 0.62 2008/05 6.95 4.46

Dodge & Cox Income DODIX Intermediate Core-Plus Bond Œ 0.41 1989/01 5.93 5.20

Dodge & Cox International Stock DODFX Foreign Large Value Œ 0.62 2004/01 6.52 5.18

Dodge & Cox Stock DODGX Large Value Œ 0.51 2002/01 9.17 7.74

Fidelity Contrafund FCNTX Large Growth • 0.39 1990/09 13.59 11.31

Fidelity Diversified International FDIVX Foreign Large Growth • 0.65 2001/04 6.25 5.08

Fidelity International Discovery FIGRX Foreign Large Growth • 0.62 2004/10 5.72 5.54

Fidelity Overseas FOSFX Foreign Large Growth • 0.72 2012/01 8.11 5.31

Fidelity Select Health Care FSPHX Health Œ 0.65 2008/10 15.33 13.74

Fidelity Total Bond FTBFX Intermediate Core-Plus Bond Œ 0.45 2004/12 3.74 3.35

Meridian Growth MERDX Small Growth ´ 0.88 2013/09 7.95 7.40

Mondrian International Value Equity MPIEX Foreign Large Value • 0.74 1999/10 5.32 4.51

Primecap Odyssey Aggressive Growth POAGX Mid-Cap Growth Œ 0.66 2004/11 11.74 10.04

Seafarer Overseas Growth and Income SIGIX Diversified Emerging Markets • 0.89 2012/02 5.08 1.61

T. Rowe Price Mid-Cap Growth RPMGX Mid-Cap Growth Œ 0.76 1992/06 12.72 10.18

Vanguard Capital Opportunity VHCOX Large Growth Œ .043 1998/02 13.03 8.55

Vanguard Explorer VEXPX Small Growth ´ 0.45 2013/08 10.40 8.03

Vanguard Global Wellington VGWAX Global Allocation • 0.37 2017/11 6.82 3.91

Vanguard Primecap Core VPCCX Large Blend Œ 0.46 2004/12 10.80 9.73

Vanguard Primecap VPMCX Large Blend Œ 0.38 1985/06 13.16 11.14

Vanguard Wellesley Income VWIAX Moderately Conservative Allocation Œ 0.16 2017/01 5.13 4.40

Vanguard Wellington VWELX Moderate Allocation Œ 0.26 2017/01 8.26 6.50

Vanguard Windsor VWNDX Large Value • 0.42 2012/08 11.95 10.46



Disclosure: 

Performance data represents past performance and does not guarantee future results. The investment return and 
principal value of the investment will fluctuate so that shares, when redeemed, may be worth more or less than their 
original cost. Current performance data may be lower or higher than the data quoted. To obtain the funds’ performance to 
the most recent month end, SEC 30-day yield information, information about their benchmarks, and a more complete 
discussion of the risks of the funds, contact Baird directly at 866-442-2473 or visit the fund’s website here. The Advisor of 
the Baird Ultra Short Bond Fund has contractually agreed to waive management fees in an amount equal to an annual 
rate of 0.15% of the average daily net assets for the Fund until April 30, 2025. The agreement may only be terminated 
prior to the end of this term by or with the consent of the Baird Funds Board of Directors. 

Investors should consider the investment objectives, risks, charges and expenses of each fund carefully before 
investing. This and other information is found in the prospectus and summary prospectus. For a prospectus or 
summary prospectus, contact Baird directly at 866-442-2473. Please read the prospectus or summary prospectus 
carefully before investing. 

Fixed income is generally considered to be a more conservative investment than stocks, but bonds and other fixed 
income investments still carry a variety of risk such as interest rate risk, regulatory risk, credit risk, inflation risk, call risk, 
default risk, political risk, tax policy risk and liquidity risk. In a rising interest rate environment, the value of fixed-income 
securities generally decline and conversely, in a falling interest rate environment, the value of fixed income securities 
generally increase. Municipal securities investments are not appropriate for all investors, especially those taxed at lower 
rates. Ratings are measured on a scale that ranges from AAA or Aaa (highest) to D or C (lowest). Investment grade 
investments are those rated from highest down to BBB- or Baa3. 

©2024 Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar; (2) may 
not be copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its 
content providers are responsible for any damages or losses arising from any use of this information. 

The Morningstar Medalist Rating™ is the summary expression of Morningstar’s forward-looking analysis of investment 
strategies as offered via specific vehicles using a rating scale of Gold, Silver, Bronze, Neutral, and Negative. The Medalist 
Ratings indicate which investments Morningstar believes are likely to outperform a relevant index or peer group average 
on a risk-adjusted basis over time. Investment products are evaluated on three key pillars (People, Parent, and Process) 
which, when coupled with a fee assessment, forms the basis for Morningstar’s conviction in those products’ investment 
merits and determines the Medalist Rating they’re assigned. Pillar ratings take the form of Low, Below Average, Average, 
Above Average, and High. Pillars may be evaluated via an analyst’s qualitative assessment (either directly to a vehicle the 
analyst covers or indirect[1]ly when the pillar ratings of a covered vehicle are mapped to a related uncovered vehicle) or 
using algorithmic techniques. Vehicles are sorted by their expected performance into rating groups defined by their 
Morningstar Category and their active or passive status. When analysts directly cover a vehicle, they assign the three 
pillar ratings based on their qualitative assessment, subject to the oversight of the Analyst Rating Committee, and monitor 
and reevaluate them at least every 14 months. When the vehicles are covered either indirectly by analysts or by 
algorithm, the ratings are assigned monthly. For more detailed information about these ratings, including their 
methodology, please go to global.morningstar.com/managerdisclosures/. 

The Morningstar Medalist Ratings are not statements of fact, nor are they credit or risk ratings. The Morningstar Medalist 
Rating (i) should not be used as the sole basis in evaluating an investment product, (ii) involves unknown risks and 
uncertainties which may cause expectations not to occur or to differ significantly from what was expected, (iii) are not 
guaranteed to be based on complete or accurate assumptions or models when determined algorithmically, (iv) involve the 
risk that the return target will not be met due to such things as unforeseen changes in management, technology, economic 
development, interest rate development, operating and/or material costs, competitive pressure, supervisory law, exchange 
rate, tax rates, exchange rate changes, and/or changes in political and social conditions, and (v) should not be considered 
an offer or solicitation to buy or sell the investment product. A change in the fundamental factors underlying the 
Morningstar Medalist Rating can mean that the rating is subsequently no longer accurate. While the information provided 
by Morningstar to Baird is considered reliable, its accuracy or completeness is not guaranteed. 

Morningstar Risk rating is an assessment of the past downside risk a fund has exhibited relative to other offerings in its 
category, as evidenced by its monthly returns. 

This reprint must be accompanied by the funds’ standardized performance. 
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