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thousands of fund share classes 
down to a targeted short list.
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It’s time once again for the Thrilling 38. As you  
may recall, this is a list I generate with simple, strict 
criteria to narrow a universe of thousands of 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. One change this year: I’m including 
exchange-traded funds.

With so many funds out there, you can be choosy. It’s 
better to set high standards on the most important 
factors than to screen on minor data points. I empha-
size fees, Morningstar Medalist Ratings, 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-market 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 open-end 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.)

• 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 	
	 purely equities or bonds 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.
• Morningstar analysts must rate the funds.

There’s a simple tool on the Morningstar FundInvestor 
site called FundInvestor Selector that lets you enter  
a ticker and see how your fund stacks up on the tests 
plus the People rating. This year, we have 38 funds, 
including five ETFs. Seven funds dropped off last 
year's list of 33. That means 12 of the 38 funds were 
not on the 2025 list.

American Funds Capital World Growth and Income 
CWGIX has enjoyed a strong 18 months of perfor-
mance and slightly lower fees, and that’s enough to 
get the fund on the list. The return improvement 
means the fund’s 20-year returns, which include the 
longest-serving manager Sung Lee’s tenure, are now 
ahead of peers. Four of the fund’s managers have 
more than $1 million invested in the fund, and they 
have done a fine job balancing its income and capital 
appreciation goals.

Dodge & Cox Balanced DODBX reflects the depth  
of Dodge & Cox. The firm does outstanding stock and 
bond investing with a large, experienced cadre of 
analysts and managers. Remarkably, every Dodge & 
Cox fund qualified for the Fantastic list.

Dodge & Cox Emerging Markets Stock DODEX shows 
the firm can adapt to its environment. It already  
had robust coverage of developed markets but wanted 
more names to build a diversified emerging-market 
fund. So, Dodge & Cox built up its quantitative effort to  
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identify more emerging-market companies that fit its 
house value approach. The results have been outstanding.

Fidelity Blue Chip Growth FBCG is our first ETF to 
make the grade. Investments in artificial intelligence 
have driven the fund’s impressive five-year returns. 
Manager Sonu Kalra’s focus is on growth potential, 
and he doesn’t mind paying high prices for current 
earnings if companies can grow into them. The 
mutual fund, which has a longer record, did not 
qualify for our list because it has a High risk rating, 
whereas the ETF’s is Above Average.

FPA Flexible Fixed Income FFIRX has remained true 
to its defensive bond fund roots. The fund aims to beat 
inflation by 100 basis points over five years while 
keeping most of the portfolio in debt rated A or higher. 
Abhijeet Patwardhan and his research team hunt for 
deals that may look cheap because they’re too small 
to gain the attention of more traditional managers. 
Patwardhan and team target high-quality debt, 
including highly rated mortgage-backed securities 
and commercial mortgage-backed securities, and all 
varieties of asset-backed securities; the rest can 
include more credit-sensitive sectors, including high-
yield debt and lower-quality securitized structures. 

JPMorgan Core Plus Bond ETF JCPB is a real bargain 
for an expense ratio of just 0.37%. A deep team runs 
the strategy that aims to outperform the bond market 
by taking on a little more credit risk and making top-
down calls on interest rates and sectors. Securitized 
debt looms large here. Agency MBS typically account 
for about half of the 35% to 50% in securitized assets. 
The fund has topped peers and the benchmark over 
the trailing five years.

Neuberger Short Duration Income ETF NBSD 
embraces more risk than its peer FPA Flexible Fixed 
Income. Converted from a mutual fund in 2024, the 
ETF owns more high-yield and securitized bonds than 
peers, which boosts both income and risk. 

Pimco Active Bond ETF BOND is not a clone of Pimco 
Total Return PTTRX. It has different managers and 
focuses on income rather than total return. That said, 
the team running the fund is in the firm’s total-return 

group and owns some of the same things that Pimco 
Total Return owns. The fund is cautious in certain 
ways, making fewer currency bets than its sibling, and 
is pretty restrained with high yield. It does own a fair 
amount of securitized debt, though. 

T. Rowe Price U.S. Equity Research PRCOX is an 
unlikely fit for this list. The fund keeps its sector  
allocations in line with its benchmark and tries to beat 
it by giving analysts buy/sell power within their  
industries. In most years, the fund’s returns are within 
100 basis points of its index, but the analysts  
have logged enough wins to pull ahead over time.

TCW Flexible Income ETF FLXR began as an open-
end fund in 2018 and converted to an ETF in 2024. In 
both forms, it has outperformed its multisector  
income peers by a wide margin. However, it will be 
hard for it to repeat its exceptional performance as it 
made bold bets on small-scale interest-only securities 
that it couldn’t do today at its larger size.

Vanguard Global ESG Select Stock VESGX has  
beaten its benchmark by a modest amount over 
Yolanda Courtines’ seven-year tenure. Courtines and 
her Wellington colleague Samuel Cox look for good 
stewards capable of generating strong returns on 
capital. Taiwan Semiconductor Manufacturing TSM, 
Microsoft MSFT, and Visa V top their portfolio. The 
fund is putting up excellent returns in 2026.

Vanguard Intermediate-Term Tax-Exempt VWITX is 
quietly effective. Management holds a well-diversified 
portfolio with modest issue and sector biases aimed 
at boosting performance. With superlow fees, the fund 
is set up for success

Who Fell Out?
Here’s a quick look at which funds from last year’s list 
fell out and why. 
 
American Funds New Economy ANEFX lagged its 
benchmark by just a few basis points. 

Fidelity Contrafund FCNTX dropped because its 
expense ratio is now just over the line, and manager 
Will Danoff is retiring.



Morningstar FundInvestor September 2026Picking My Favorite Active ETFs  

Fidelity Total Bond FTBFX continues to perform well, 
but its expense ratio fell out of the cheapest 20%. 

Meridian Growth MERDX was dropped from coverage, 
but it also failed the expense ratio and returns tests.

Vanguard Capital Opportunity VHCAX, Vanguard 
Primecap VPMCX, and Vanguard Primecap Core 

VPCCX are having a great year, so it isn’t the returns 
test they failed. All three clocked in with a Risk rating 
of High, so out they go. K
Contact Russel Kinnel at russel.kinnel@morningstar.com
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Return

Annualized %

American Funds American Balanced  ABALX Moderate Allocation Œ 0.55 1/1/99 8.30 6.80

American Funds American Mutual AMRMX Large Value Œ 0.57 1/1/06 9.30 9.10

American Funds Capital Inc Bldr  CAIBX Global Moderately Aggressive Allocation Œ 0.58 1/1/92 8.60 6.00

American Funds Cptl Wld Gr&Inc  CWGIX Global Large-Stock Blend ´ 0.73 2/1/06 8.70 8.40

American Funds Income Fd of Amer  AMECX Global Moderate Allocation Œ 0.56 10/1/97 7.70 6.50

American Funds New Perspective  ANWPX Global Large-Stock Growth Œ 0.71 12/1/00 9.10 7.90

Baird Aggregate Bond  BAGIX Intermediate Core Bond Œ 0.30 9/29/00 4.20 3.80

Baird Core Intermediate Municpl Bd  BMNIX Muni National Interm Œ 0.30 8/31/15 2.70 2.20

Baird Core Plus Bond  BCOIX Intermediate Core-Plus Bond Œ 0.30 9/29/00 4.70 4.10

Baird Short-Term Bond  BSBIX Short-Term Bond Œ 0.30 8/31/04 2.80 2.30

Baird Ultra-Short Bond BUBIX Ultrashort Bond Œ 0.15 12/31/13 2.40 1.70

Dodge & Cox Balanced  DODBX Moderate Allocation • 0.52 1/1/02 8.20 7.10

Dodge & Cox Emerging Markets Stock DODEX Diversified Emerging Mkts Œ 0.70 5/11/21 10.10 7.80

Dodge & Cox Global Bond  DODLX Global Bond Œ 0.45 5/1/14 3.70 0.50

Dodge & Cox Global Stock  DODWX Global Large-Stock Value Œ 0.62 5/1/08 8.40 6.70

Dodge & Cox Income  DODIX Intermediate Core-Plus Bond Œ 0.41 5/1/08 4.00 3.20

Dodge & Cox International Stock  DODFX Foreign Large Value Œ 0.61 5/1/06 6.30 5.60

Dodge & Cox Stock  DODGX Large Value Œ 0.51 1/1/02 10.00 9.20

Fidelity Blue Chip Growth ETF FBCG Large Growth • 0.57 6/2/20 19.80 17.70

Fidelity Diversified International FDIVX Foreign Large Growth • 0.66 4/1/01 7.60 6.50

Fidelity International Discovery FIGRX Foreign Large Growth • 0.66 10/31/04 7.60 7.20

Fidelity Overseas FOSFX Foreign Large Growth Œ 0.67 1/31/12 9.30 7.70

Fidelity Select Health Care FSPHX Health Œ 0.62 10/1/08 13.80 12.20

FPA Flexible Fixed Income  FFIRX Nontraditional Bond Œ 0.65 12/31/18 3.70 2.90

JPMorgan Core Plus Bond ETF JCPB Intermediate Core-Plus Bond Œ 0.37 1/28/19 2.70 2.10

Neuberger Short Duration Income ETF NBSD Short-Term Bond • 0.35 6/21/10 2.30 1.70

Pimco Active Bond ETF BOND Intermediate Core-Plus Bond Œ 0.45 5/17/17 2.00 1.90

Primecap Odyssey Aggressive Growth POAGX Mid-Cap Growth Œ 0.66 11/1/04 13.70 10.60

Seafarer Overseas Gr and Income SIGIX Diversified Emerging Mkts • 0.87 2/15/12 7.60 5.90

T. Rowe Price U.S. Equity Research PRCOX Large Blend • 0.45 1/1/15 14.30 13.70

TCW Flexible Income ETF FLXR Multisector Bond Œ 0.40 11/30/18 6.30 2.40

Vanguard Explorer VEXRX Small Growth • 0.28 8/12/13 11.20 10.20

Vanguard Global ESG Select Stk  VESGX Global Large-Stock Blend Œ 0.44 6/5/19 15.30 14.50

Vanguard Global Wellington  VGWAX Global Moderate Allocation Œ 0.30 11/2/17 9.00 7.60

Vanguard Interm-Term Tx-Ex  VWITX Muni National Interm Œ 0.17 6/28/13 2.60 2.50

Vanguard Wellesley Income  VWIAX Moderately Conservative Allocation Œ 0.15 1/27/17 6.10 5.60

Vanguard Wellington  VWENX Moderate Allocation Œ 0.16 1/27/17 10.00 8.00

Vanguard Windsor VWNEX Large Value Œ 0.18 8/2/12 12.80 12.30

 Data as of Aug. 31, 2026.



Important Disclosure Information  

Performance data quoted represents past performance.  

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 fund’s performance to the most recent month end, SEC 30-day yield 
information, any sales charges, maximum sales charges, loads, fees, total annual operating expense ratio, gross of any fee waivers or 
expense reimbursements as stated in the fee table, contact Baird directly at 866-442-2473 or visit the fund’s website here. 

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 increases. 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 rated from highest down to BBB- or Baa3. 

©2026 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. Past performance is no guarantee of future results. 
 
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. 

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

https://www.bairdassetmanagement.com/baird-funds/funds-and-performance/
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx

