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Triple Leveraged ETFs: Tread Carefully 
Following the popularity of leveraged ETFs that provided the returns of double the underlying 
index, Direxion Shares recently launched what they billed as triple leveraged ETFs that seek to 
provide returns of 300% of the daily price performance of the underlying index.  Currently, 
Direxion has introduced triple ETFs for the Russell 1000 (BGU), Russell 2000 (TNA), Russell 
1000 Energy sector (ERX), and Russell 1000 Financial Services sector (FAS).  For investors look-
ing to bet against these four sectors, there are also triple inverse ETFs (BGZ, TZA, ERY, and 
FAZ). 

In theory, the triple leveraged ETFs are supposed 
to give investors either triple the daily return (or 
triple the inverse of the daily return) of the un-
derlying index.  In practice though, their record 
has been spotty.  The table to the right shows the 
average daily move of the different triple ETFs in 
relation to the underlying index.  While the average for most of these is close to three (as it 
should be), both of the Energy ETFs have been well off their target levels of leverage.  The bull-
ish Energy ETF has averaged 3.24 times leverage while the bearish Energy ETF has only offered 
2.73 times the inverse amount of leverage.  While these disparities may seem minor, over 
time they add up.  For investors using these ETFs to actually hedge positions (as they are often 
marketed), these disparities can have a big impact on performance. 

Investors should also be aware that holding these ETFs over time does not provide triple the 
return (or triple the inverse return) of the underlying index.  As one example, we once again 
cite the Energy 3x ETFs.  In the chart below, we show the intraday performance of the Energy 
sector ETF following its first full day of trading (since the close 11/6).  As shown in the chart, 
the Energy sector is down 2.2% through 12/2.  Based on this performance, one would expect 
the bullish Energy ETF to be down and the bearish Energy ETF to be up.  The reality, however, 
is that they are both down.  What’s 
even more puzzling is that the bear-
ish Energy ETF (-30.8%) is doing 
worse than the bullish Energy ETF (-
23.2%)!  So even if you correctly 
guessed the direction of the Energy 
sector, if you used these ETFs, you 
still lost! 

Continued on page two. 

Index Bullish ETF Bearish ETF
Russell 1000 2.80 -2.96
Russell 2000 2.94 -2.98
Energy 3.24 -2.73
Financials 3.05 -3.14

Average Daily Move vs Underlying Index

Russell 1000 Energy Sector Triple Leveraged ETFs: Intraday
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Russell 1000 Triple Leveraged ETFs: Intraday
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Russell 1000: -10.4%
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Russell 2000 Triple Leveraged ETFs: Intraday
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Russell 1000 Financial Sector Triple Leveraged ETFs: Intraday
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Russell Financials: -14.2%
3X Bearish (FAZ): -13.8%
3X Bullish (FAS): -56.7%

While the disparities in the Energy sector are extreme, the other three pairs of ETFs certainly 
have their share of inconsistencies.  Below we highlight the performance of the Russell 1000, 
Russell 2000, and Russell Financial Services Triple ETFs.  In all three cases the underlying index 
is down over the period covered, and in all three cases the inverse ETF is up by less than the 
underlying index is down, even though it is supposed to offer triple the leverage.  In the case 
of the Financial ETFs, the underlying index is down by 14.2%, while the inverse ETF is down by 
13.8%! 

In the case of the bullish triple leveraged ETFs, investors are experiencing more than three 
times the pain.  In all three cases below, the 3X leveraged bullish ETF is down by more than 3 
times the decline of the underlying index.  So while one class of ETFs is over-promising and un-
der-delivering, the other ETFs are over-promising and under-delivering. 


