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Incorporating these risk factors into portfolios is one way Passive Capital Management, LLC’s investment 
strategy of asset class fund investing may differ from traditional do-it-yourself index fund investing. Some 
traditional index funds do a good job of capturing the performance of a particular asset class but not all asset 
classes are represented by index funds. Regardless of what investment products are used to structure your 
portfolio, it is critical that you own them in appropriate quantities and proportions given your investment 
objectives and risk tolerance. Great tools are helpful but what really matters is how you use them.

The trend toward passive investing continued in 2010 as more passive investment vehicles were launched 
and existing passive products, as a group, gained market share versus active products. The competition 
across products has benefited our clients through broader investment options and lower product costs. 
Instead of competing with the capital markets, we believe the best opportunity for investors to enjoy 
a successful investment experience is to take advantage of what the markets offer.

The Passive Capital Management, LLC investment philosophy is founded on the 
following core principles:

• Asset allocation will be the primary determinant of performance. 

• Diversification will improve risk-adjusted returns for most investors.

• Expected returns are a function of systematic risk.

• Costs matter.

• Tax efficiency will matter for many investors.  

• Disciplined rebalancing ensures that you maintain an appropriate level of risk throughout all 
phases of the market cycle.

• Liquidity and transparency matter – every PCM portfolio is liquid and transparent.
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