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With the proper education and information, individual investors are 
fully capable of becoming effective managers of their own assets. If 
you have the time, interest and discipline, AAII truly believes that you 
can manage a stock portfolio that outperform most mutual funds.
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The Case for Do-It-Yourself

• Individuals have tremendous advantages over 
institutional investors
– Flexibility to hold as many or as few stocks as you want
– Ability to time buys and sells so they are most advantageous to 

you
– No restrictions on investing in the smallest companies that 

institutions cannot
– Lower transactions costs for investing in individual stocks 

relative to the average mutual fund
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75-5-10 Diversification Rule
• The Investment Company Act of 1940 requires an asset allocation 

model a fund must follow to call itself a “diversified mutual fund”
• The 75-5-10 test:

– 75% of the fund’s assets must be invested in the securities of other issuers
– No more than 5% of the investment company’s assets can be invested in any 

one company
– The investment company may not own more than 10% of any company’s 

outstanding voting stock

• Example: Diversified mutual fund with $1 billion AUM
– Needs to invest in at least 20 stocks: 100% ÷ 20 = 5%
– 20 holdings would result in an average of a $50 million investment in each 

company ($1 billion ÷ 20 = $50 million)
– Each of the 20 companies would need a market cap of at least $500 million 

($50 million ÷ 10% = $500 million)

7





AAII Model Stock Portfolios
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Model Shadow Stock Portfolio
• Inception Date: 1993
• Equity Investment Style: Micro-cap value
• # of Holdings: 29
• Average Market Cap: $401.1 million ($50.9 million to $1.3 

billion)
• Total Risk Index: 2.02
• Average Annual Turnover: 26%
• Yield: 0.7% versus 1.3% for VFINX (8 of 29 holdings pay 

dividend)
• Avg Ann’l Performance: 15.4% versus 10.1% for VFINX
• Lead Analyst: John Bajkowski, AAII President
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Dividend Investing
• Inception Date: 2012
• Equity Investment Style: Mid- and large-cap value
• # of Holdings: 24
• Average Market Cap: $90.4 billion ($8.6 billion to $388.5 

billion)
• Total Risk Index: 1.19
• Average Annual Turnover: 27%
• Yield: 2.4% versus 1.2% for IYY
• Avg Ann’l Performance: 12.5% versus 14.1% for IYY
• Lead Analyst: Derek Hageman, MBA, AAII Financial Analyst
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Stock Superstars Report
• Inception Date: 2002
• Equity Investment Style: 4 distinct 

guru-based strategies
– William O’Neil (CAN SLIM): 

Strong/accelerating earnings growth and 
price momentum

– David Dreman: Value and estimate 
revisions/surprises

– James O’Shaughnessy: Factor-based: 
deep value, financial strength and 
earnings quality

– John Neff: Contrarian value and 
fundamental growth

• # of Holdings: 40 (10 per portfolio 
group)

• Average Market Cap:
– Group 1: $43.7B ($1.57B to $1.85T)
– Group 2: $18.7B ($3.5B to $173.6B)
– Group 3: $38.6B ($619.1M to $356.2B)
– Group 4: $42.9B ($1.3B to $113.4B)

• Total Risk Index: 1.18
• Average Annual Turnover: 27%
• Yield: 1.3% versus 1.2% for IYY (29 

of 40 holdings pay dividend)
• Avg Ann’l Performance: 9.6% versus 

9.3% (IYY)
• Lead Analyst: Wayne A. Thorp, CFA, 

AAII Senior Financial Analyst
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VMQ Stocks
• Inception Date: 2018
• Equity Investment Style: Factor-based strategy looking for 

attractive value, strong momentum and high quality
• # of Holdings: 20
• Average Market Cap: $10.9 billion ($110 million to $104.1 billion)
• Total Risk Index: 1.55
• Average Annual Turnover: 32%
• Yield: 0.5% versus 1.2% for IYY (9 of 20 holdings pay dividend)
• Avg Ann’l Performance: 11.4% versus 15.3% for IYY
• Lead Analyst: Charles Rotblut, CFA, AAII Journal Editor
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AAII Asset 
Allocation Models
www.aaii.com/asset-
allocation
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Linking Model Stock Portfolios & Asset 
Allocation Models

• Large-Cap
– Dividend Investing
– Stock Superstars Report Groups 1, 2, 3 & 4
– VMQ Stocks

• Mid-Cap
– Dividend Investing
– Stock Superstars Report Groups 1, 2, 3 & 4
– VMQ Stocks

• Small-Cap
– Shadow Stock Portfolio
– Stock Superstars Report Groups 1, 3 & 4
– VMQ Stocks
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Finding the “Best Fit” For You Among 
AAII Model Stock Portfolios



• Model Shadow Stock 
Portfolio
– Looking to capitalize on 

long-term outperformance 
of micro-cap value

– Long(er)-term time horizon
– Willingness to accept sharp 

drawdowns (downside 
volatility)

• VMQ Stocks
– Interested in factor-based 

strategy involving value, 
momentum and quality

• Dividend Investing
– Looking for dividend income 

& growth
– Looking for lower volatility & 

willing to accept long-term 
“underperformance” 
associated with it

• Stock Superstars Report
– Looking to mimic the 

strategies of Wall Street 
“superstars” that outperform 
the market in the long run
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The Benefits of Following 
Multiple Strategies
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Special Offer
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AAII Individual Investor Show: Leisure Stocks With 
Life, Screen for Dividend Stocks and AAII Club 
Privacy
Wednesday, May 26, 2021, 7:30 p.m. (Central)

Investing Like a Stock Superstar: SSR Open House
Wednesday, June 2, 2021, 7:30 p.m. (Central)
Hosted by Wayne A. Thorp, CFA, SSR Lead Analyst

Upcoming 
Webinars

Register at 
www.aaii.com/webinars


