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Help Preserve the Environment — Go Green!

Go paperless with Direxion e-Delivery — a service allowing shareholders to reduce clutter with full
online access to regulatory documents. Begin the preservation process with e-delivery.

With Direxion e-Delivery you can:

* Receive email notifications when your most recent shareholder communications are available for
review.
* Access prospectuses, annual reports and semi-annual reports online.

It’s easy to enroll:

1. Visit www.direxionfunds.com/edelivery

2. Follow the simple enroliment instructions

If you have questions about Direxion e-Delivery services, contact one of our shareholder represen-
tatives at 800-851-0511.

Direxionfunds



LETTER TO SHAREHOLDERS

Dear Shareholder,

This Semi Annual Report for the Direxion Funds covers the period from May 1, 2009 to October 31, 2009 (the “Semi Annual
Period”). During the Semi Annual Period, the DJ Industrial Average Index returned 20.56%, the S&P 500 Index returned
20.04%, the Barclays Capital Aggregate Bond Index returned 5.09% and the NASDAQ-100 Index returned 19.56%.

The period preceding the Semi Annual Period was marked by severe distress in the economy and, in particular, the financial
sector, with market volatility at perhaps its highest measured levels. Governments across the globe provided massive
stimulus to keep economies flowing and also became involved in the financial sector to an unprecedented extent. By the
middle of the period, the markets had recovered much of their earlier losses and volatility had returned to more customary
levels. Despite the market gains since March, the economy remains fragile and recovery is far from assured.

This report will account for two periods with differing investment objectives: May 1, 2009 — September 30, 2009 and
October 1, 2009 — October 31, 2009. Effective Wednesday, September 30th, 2009, all Direxion Leveraged Index Funds
modified their investment objectives from daily investment objectives to monthly investment objectives. In addition, all funds
which previously sought to achieve 250% or -250% of the performance of their index on a daily basis began to seek 200% or
-200% of the performance of their index on a monthly basis.

Direxion maintains models which indicate the expected performance of each leveraged index fund in light of the path of the
relevant benchmark, the fund’s expense ratios and the impact of leveraging the fund’s portfolio. The models do not take into
account the size of a Fund or any transaction fees associated with creating a Fund's portfolio, but do take into account a
Fund's expense ratio and financing implications. A brief comparison of the actual versus expected returns for each of the
funds in this Semi Annual Report follows.

The S&P 500 Bull 2.5X Fund and the S&P 500 Bear 2.5X Fund sought to provide 250% and -250% of the daily return of the S&P
500 Index through September 30, 2009. The S&P 500 Bull 2.5X Fund returned 57.28%, 81 basis points lower than its expected
return of 58.09%. The S&P 500 Bear 2.5X Fund returned -45.19%, 67 basis points lower than its expected return of -44.52%.
The S&P 500 Index itself returned 22.31% (May 1, 2009 — September 30, 2009).

The Monthly S&P 500 Bull 2X Fund and the Monthly S&P 500 Bear 2X Fund seek to provide 200% and -200% of the monthly
return of the S&P 500 Index. The Monthly S&P 500 Bull 2X Fund returned -4.01%, 7 basis point lower than its expected return
of -3.94%. The Monthly S&P 500 Bear 2X Fund returned 3.68%, 15 basis points higher than its expected return of 3.53%. The
S&P 500 Index itself returned -1.86% (September 30, 2009 — October 31, 2009).

The NASDAQ-100 Bull 2.5X Fund and the NASDAQ-100 Bear 2.5X Fund sought to provide 250% and -250% of the daily return
of the NASDAQ-100 Index through September 30, 2009. The NASDAQ-100 Bull 2.5X Fund returned 62.91%, 141 basis points
higher than its expected return of 61.50%. The NASDAQ-100 Bear 2.5X Fund returned -46.01%, 62 basis points lower than its
expected return of -45.39%. The NASDAQ-100 Index itself returned 23.67% (May 1, 2009 — September 30, 2009).

The performance data quoted represents past performance; past perfermance does not guarantee future results. The
investment return and principal value of an investment will fluctuate and an investor’s shares, when redeemed, may be
worth more or less than their original cost. Current perfermance may be higher or lower than the performance data quoted.



The Monthly NASDAQ-100 Bull 2X Fund and the Monthly NASDAQ-100 Bear 2X Fund seek to provide 200% and -200% of the
monthly return of the NASDAQ-100 Index. The Monthly NASDAQ-100 Bull 2X Fund returned -6.20%, 5 basis point higher than
its expected return of -6.25%. The Monthly NASDAQ-100 Bear 2X Fund returned 5.88%, 3 basis points higher than its
expected return of 5.85%. The NASDAQ-100 Index itself returned -2.99% (September 30, 2009 — October 31, 2009.

The Dollar Bull 2.5X Fund and the Dollar Bear 2.5X Fund sought to provide 250% and -250% of the daily return of the US Dollar
Index through September 30, 2009. The Dollar Bull 2.5X Fund returned -26.28%, 175 basis points lower than its expected
return of -24.53%. The Dollar Bear 2.5X Fund returned 26.47%, 74 basis points lower than its expected return of 27.21%. The
US Dollar Index itself returned -9.46% (May 1, 2009 — September 30, 2009).

The Monthly Dollar Bull 2X Fund and the Monthly Dollar Bear 2X Fund seek to provide 200% and -200% of the monthly return
of the US Dollar Index. The Monthly Dollar Bull 2X Fund returned -1.22%, 16 basis point higher than its expected return of
-1.38%. The Monthly Dollar Bear 2X Fund returned 4.29%, 3 basis points lower than its expected return of 4.32%. The
US Dollar Index itself returned -2.09% (September 30, 2009 — October 31, 2009).

The Latin America Bull 2X Fund sought to provide 200% of the daily return of the S&P Latin America 40 Index through
September 30, 2009. The Latin America Bull 2X Fund returned 96.80%, 199 basis points lower than its expected return of
98.79%. The S&P Latin America 40 Index itself returned 5.09% (May 1, 2009 — September 30, 2009).

The Monthly Latin America Bull 2X Fund seeks to provide 200% of the monthly return of the S&P Latin America 40 Index. The
Monthly Latin America Bull 2X Fund returned 0.33%, 19 basis points lower than its expected return of 0.52%. The S&P Latin
America 40 Index itself returned 0.37% (September 30, 2009 — October 31, 2009).

As always, we thank you for using the Direxion Funds and we look forward to our mutual success.

Best Regards,

P e
| L2
Decf Pt/ /2 /

Daniel O'Neill Guy Talarico
Chief Investment Officer Principal Financial Officer

The performance data quoted represents past performance; past performance does not guarantee future results. The
investment return and principal value of an investment will fluctuate and an investor’s shares, when redeemed, may he
worth more or less than their original cost. Current performance may be higher or lower than the performance data quoted.

To obtain performance data current to the most recent month-end, please call, toll-free, 1-800-851-0511 or visit
www.direxionfunds.com.

The total annual fund operating expense of the Direxion Monthly NASDAQ-100 Bull 2X Fund, Direxion Monthly NASDAQ-100
Bear 2X Fund, Direxion Monthly S&P 500 Bull 2X Fund, Direxion Monthly S&P 500 Bear 2X Fund, Direxion Monthly Latin
America Bull 2X Fund, Direxion Monthly Dollar Bull 2X Fund, and Direxion Monthly Dollar Bear 2X Fund is 1.97%, 1.97%, 2.00%,
1.96%, 1.99%, 1.99%, and 1.99%, respectively, net of any fee, waivers or expense reimbursements.

An investment in any of the Direxion Funds is subject to a number of risks that could affect the value of its shares. It is
important that investors closely review and understand these risks before making an investment. An investor should
consider the investment objectives, risks, charges and expenses of the Direxion Funds carefully before investing. The
prospectus contains this and other information about the Direxion Funds. To obtain a prospectus, please call the Direxion
Funds at 1 800-851-0511. The prospectus should be read carefully before investing.

Distributed by: Rafferty Capital Markets, LLC
Date of First Use: December 30, 2009



Expense Example

October 31, 2009 (Unaudited)

As a shareholder of a mutual fund, you incur two types of costs: (1) transaction costs, including sales charges (loads) on
purchase payments, reinvested dividends, or other distributions; redemption fees; and exchange fees; and (2) ongoing costs,
including management fees; distribution and/or service fees; and other Fund expenses. This example is intended to help you
understand your ongoing costs (in dollars) of investing in the Fund and to compare costs with the ongoing costs of investing
in other mutual funds.

The Example is based on an investment of $1,000 invested at the beginning of the period and held the entire period (May 1,
2009 — October 31, 2009).

Actual Expenses

The first line of the table below provides information about actual account values and actual expenses. Although the Fund
charges no sales load or transactions fees, you will be assessed fees for outgoing wire transfers, returned checks or stop
payment orders at prevailing rates charged by U.S. Bancorp Fund Services, LLC, the Funds’ transfer agent. If you request a
redemption be made by wire transfer, currently a $15.00 fee is charged by the Funds’ transfer agent. To the extent a Fund
invests in shares of other investment companies as part of its investment strategy, you will indirectly bear your proportionate
share of any fees and expenses charged by the underlying funds in which the Fund invests in addition to the expenses of the
Fund. Actual expenses of underlying funds may vary. These expenses are not included in the examples presented on
preceding page. The preceding examples include, but are not limited to, investment advisory, shareholder servicing, fund
accounting, custody and transfer agent fees. However, the example below does not include portfolio trading commissions
and related expenses or other extraordinary expenses as determined under generally accepted accounting principles. You
may use the information in this line, together with the amount you invested, to estimate the expenses that you paid over the
period. Simply divide your account value by $1,000 (for example, an $8,600 account value divided by $1,000 = 8.6), then
multiply the result by the number in the first line under the heading entitled “Expenses Paid During Period” to estimate the
expenses you paid on your account during this period.

Hypothetical Example for Comparison Purposes

The second line of the table below provides information about hypothetical account values and hypothetical expenses based
on the Funds’ actual expense ratios and an assumed rate of return of 5% per year before expenses, which is not the Funds’
actual return. The hypothetical account values and expenses may not be used to estimate the actual ending account
balance or expenses you paid for the period. You may use this information to compare the ongoing costs of investing in the
Funds and other funds. To do so, compare this 5% hypothetical example with the 5% hypothetical examples that appear in the
shareholder reports of the other funds.

Please note that the expenses shown in the table are meant to highlight your ongoing costs only and do not reflect any
transactional costs, such as wire transfers, returned checks or stop payment orders. Therefore, the second line of the table
is useful in comparing ongoing costs only, and will not help you determine the relative costs of owning different funds. In
addition, if these transactional costs were included, your costs would have been higher.

DIREXION SEMI-ANNUAL REPORT




Expense Example Tables

Direxion Monthly NASDAQ-100 Bull 2X Fund
Based on actual fund return
Based on hypothetical 5% return

Direxion Monthly NASDAQ-100 Bear 2X Fund
Based on actual fund return
Based on hypothetical 5% return

Direxion Monthly S&P 500 Bull 2X Fund
Based on actual fund return
Based on hypothetical 5% return

Direxion Monthly S&P 500 Bear 2X Fund
Based on actual fund return
Based on hypothetical 5% return

Direxion Monthly Latin America Bull 2X Fund
Based on actual fund return
Based on hypothetical 5% return

Direxion Monthly Dollar Bear 2X Fund
Based on actual fund return
Based on hypothetical 5% return

Direxion Monthly Dollar Bull 2X Fund
Based on actual fund return
Based on hypothetical 5% return

1
2

October 31, 2009 (Unaudited)

Beginning Ending Expenses

Expense  Account Value Account Value  Paid During
Ratio' May 1,2009  October 31, 2009 Period’
1.91% $1,000.00 $1,528.00 $12.17
1.91% 1,000.00 1,015.58 9.70
1.92% 1,000.00 571.70 7.61
1.92% 1,000.00 1,015.53 9.75
1.86% 1,000.00 1,509.00 11.76
1.86% 1,000.00 1,015.83 9.45
1.88% 1,000.00 568.30 7.43
1.88% 1,000.00 1,015.73 9.55
1.91% 1,000.00 1,973.60 14.32
1.91% 1,000.00 1,015.58 9.70
1.92% 1,000.00 1,271.40 11.02
1.92% 1,000.00 1,015.53 9.75
1.91% 1,000.00 729.00 8.32
1.91% 1,000.00 1,015.58 9.70

Annualized ratio of net expenses incurred in the most recent fiscal half-year.

Expenses are equal to the Fund’s annualized expense ratio, multiplied by the average account value over the period, multiplied by the
number of days in the most recent fiscal half-year/period, then divided by 365.

Allocation of Portfolio Holdings

Direxion Monthly NASDAQ-100 Bull 2X Fund
Direxion Monthly NASDAQ-100 Bear 2X Fund

Direxion Monthly S&P 500 Bull 2X Fund
Direxion Monthly S&P 500 Bear 2X Fund

Direxion Monthly Latin America Bull 2X Fund

Direxion Monthly Dollar Bear 2X Fund
Direxion Monthly Dollar Bull 2X Fund

* Cash, cash equivalents and other assets less liabilities.

** Percentage is less than 0.5%.

October 31, 2009 (Unaudited)

Cash* Futures Swaps  Total

108% — (8%) 100%
96% — 4% 100%
109% — (9%) 100%
99% — 1% 100%
120% — (20%) 100%
99% 1% —  100%
100% 0%** —  100%
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Direxion Monthly NASDAQ-100 Bull 2X Fund

Schedule of Investments
October 31, 2009 (Unaudited)

Shares Value

SHORT TERM INVESTMENTS - 110.3%
MONEY MARKET FUNDS - 110.3%
4,701,172  Fidelity Institutional Government

Portfolio, 0.07% $ 4,701,172
4,701,172  Fidelity Institutional Money Market

Portfolio, 0.26% 4,701,172
4,701,172 Goldman Sachs Financial Square

Federal Fund, 0.04% 4,701,172
13,074,133 Goldman Sachs Financial Square

Government Fund, 0.03% 13,074,133

4,701,172 Morgan Stanley Institutional
Liquidity Fund - Treasury

Portfolio, 0.01% 4,701,172
TOTAL SHORT TERM

INVESTMENTS

(Cost $31,878,821) $31,878,821
TOTAL INVESTMENTS

(Cost $31,878,821) - 110.3% $31,878,821
Other Liabilities in Excess of

Assets - (10.3)% (2,986,568)
TOTAL NET ASSETS - 100.0% $28,892,253

Percentages are stated as a percent of net assets.

(8} $7,090,000 of this security is held as collateral for swap contracts.

Direxion Monthly NASDAQ-100 Bull 2X Fund

Long Equity Swap Contracts
October 31, 2009 (Unaudited)

Number of Notional Termination Unrealized
Counterparty Reference Entity Contracts Amount Date Depreciation
Credit Suisse Capital, LLC NASDAQ-100 Index 34,585 $63,646,110 3/23/2011 $(2,184,991)

The accompanying notes are an integral part of these financial statements.
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Direxion Monthly NASDAQ-100 Bear 2X Fund

Schedule of Investments
October 31, 2009 (Unaudited)

Shares Value

SHORT TERM INVESTMENTS - 68.1%
MONEY MARKET FUNDS - 68.1%
632,339  Fidelity Institutional Government

Portfolio, 0.07% $ 632,339
632,339  Fidelity Institutional Money Market
Portfolio, 0.26% 632,339
632,338 Goldman Sachs Financial Square
Federal Fund, 0.04% 632,338
2,140,186  Goldman Sachs Financial Square
Government Fund, 0.03% 2,140,186
632,338 Morgan Stanley Institutional Liquidity
Fund - Treasury Portfolio, 0.01% 632,338
TOTAL SHORT TERM INVESTMENTS
(Cost $4,669,540) $4,669,540
TOTAL INVESTMENTS
(Cost $4,669,540) - 68.1% $4,669,540
Other Assets in Excess of
Liabilities - 31.9% 2,187,083
TOTAL NET ASSETS - 100.0% $6,856,623

Percentages are stated as a percent of net assets.

(8 $950,000 of this security is held as collateral for swap contracts.

Direxion Monthly NASDAQ-100 Bear 2X Fund

Short Equity Swap Contracts
October 31, 2009 (Unaudited)

Number of Notional Termination Unrealized
Counterparty Reference Entity Contracts Amount Date Appreciation
Credit Suisse Capital, LLC NASDAQ-100 Index 8,135 $13,805,947 3/3/2011 $242,159

The accompanying notes are an integral part of these financial statements.
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Direxion Monthly S&P 500 Bull 2X Fund

Schedule of Investments
October 31, 2009 (Unaudited)

Shares Value

SHORT TERM INVESTMENTS - 89.7%
MONEY MARKET FUNDS - 89.7%
1,537,387  Fidelity Institutional Government

Portfolio, 0.07% $ 1,537,387
1,537,387  Fidelity Institutional Money Market

Portfolio, 0.26% 1,537,387
1,537,387 Goldman Sachs Financial Square

Federal Fund, 0.04% 1,637,387
6,558,385 Goldman Sachs Financial Square

Government Fund, 0.03% 6,558,385

1,537,387  Morgan Stanley Institutional
Liquidity Fund - Treasury

Portfolio, 0.01% 1,537,387
TOTAL SHORT TERM

INVESTMENTS

(Cost $12,707,933) $12,707,933
TOTAL INVESTMENTS

(Cost $12,707,933) - 89.7% $12,707,933
Other Assets in Excess of

Liabilities - 10.3% 1,460,260
TOTAL NET ASSETS - 100.0% $14,168,193

Percentages are stated as a percent of net assets.

(8l $3,250,000 of this security is held as collateral for swap contracts.

Direxion Monthly S&P 500 Bull 2X Fund

Long Equity Swap Contracts
October 31, 2009 (Unaudited)

Number of Notional Termination Unrealized
Counterparty Reference Entity Contracts Amount Date Depreciation
Credit Suisse Capital LLC S&P 500 Index 27,350 $29,581,340 4/18/2011 $(1,235,385)

The accompanying notes are an integral part of these financial statements.
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Direxion Monthly S&P 500 Bear 2X Fund

Schedule of Investments
October 31, 2009 (Unaudited)

Shares Value

SHORT TERM INVESTMENTS - 93.4%
MONEY MARKET FUNDS - 93.4%
2,066,168  Fidelity Institutional Government

Portfolio, 0.07% $ 2,066,168
2,066,168  Fidelity Institutional Money Market

Portfolio, 0.26% 2,066,168
2,066,168 Goldman Sachs Financial Square

Federal Fund, 0.04% 2,066,168
8,606,799 Goldman Sachs Financial Square

Government Fund, 0.03% 8,606,799

2,066,167 Morgan Stanley Institutional
Liquidity Fund - Treasury

Portfolio, 0.01% 2,066,167
TOTAL SHORT TERM

INVESTMENTS

(Cost $16,871,470) $16,871,470
TOTAL INVESTMENTS

(Cost $16,871,470) - 93.4% $16,871,470
Other Assets in Excess of

Liabilities - 6.6% 1,201,375
TOTAL NET ASSETS - 100.0% $18,072,845

Percentages are stated as a percent of net assets.

(@) $4,010,000 of this security is held as collateral for swap contracts.

Direxion Monthly S&P 500 Bear 2X Fund

Short Equity Swap Contracts
October 31, 2009 (Unaudited)

Number of Notional Termination Unrealized
Counterparty Reference Entity Contracts Amount Date Appreciation
Credit Suisse Capital LLC S&P 500 Index 34,900 $36,363,959 4/29/2011 $198,964

The accompanying notes are an integral part of these financial statements.
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Direxion Monthly Latin American Bull 2X Fund

Schedule of Investments
October 31, 2009

Shares Value
SHORT TERM INVESTMENTS - 101.0%
MONEY MARKET FUNDS - 101.0%
6,714,096 Fidelity Institutional Government
Portfolio, 0.07% $ 6,714,096
6,714,096 Fidelity Institutional Money Market
Portfolio, 0.26% 6,714,096
6,714,096 Goldman Sachs Financial Square
Federal Fund, 0.04% 6,714,096
7,994,290 Goldman Sachs Financial Square
Government Fund, 0.03% 7,994,290
68,523,750 Morgan Stanley Institutional
Liquidity Fund - Treasury
Portfolio, 0.01%'? 68,523,750
TOTAL SHORT TERM
INVESTMENTS
(Cost $96,660,328) $96,660,328

TOTAL INVESTMENTS
(Cost $96,660,328) - 101.0% $96,660,328
Other Liabilities in Excess of

Assets - (1.0)%

(998,318)

TOTAL NET ASSETS - 100.0% $95,662,010

Percentages are stated as a percent of net assets.

(a) $61,809,654 of this security is held as collateral for swap contracts.

Direxion Monthly Latin American Bull 2X Fund

Long Equity Swap Contracts
October 31, 2009

Counterparty

Merrill Lynch
Merrill Lynch
Merrill Lynch
Merrill Lynch

DIREXION SEMI-ANNUAL REPORT

Number of Notional Termination Unrealized

Reference Entity Contracts Amount Date Depreciation
iShares S&P Latin America 40 Index 4,378,657 $207,242,402 11/19/2010 $(18,729,171)
iShares S&P Latin America 40 Index 17,000 808,783 11/23/2010 (76,701)
iShares S&P Latin America 40 Index 37,000 1,740,127 11/26/2010 (146,841)
iShares S&P Latin America 40 Index 10,400 469,820 11/29/2010 (21,892)
4,443,057 $210,261,132 $(18,974,605)

The accompanying notes are an integral part of these financial statements.




Direxion Monthly Dollar Bear 2X Fund

Schedule of Investments
October 31, 2009 (Unaudited)

Shares Value
SHORT TERM INVESTMENTS - 100.6%
MONEY MARKET FUNDS - 100.6%
1,867,913  Fidelity Institutional Government
Portfolio, 0.07% $ 1,867,913
1,867,913  Fidelity Institutional Money Market
Portfolio, 0.26% 1,867,913
1,867,913 Goldman Sachs Financial Square
Federal Fund, 0.04% 1,867,913
3,085,170  Goldman Sachs Financial Square
Government Fund, 0.03% 3,085,170
1,867,914 Morgan Stanley Institutional
Liquidity Fund - Treasury
Portfolio, 0.01% 1,867,914
TOTAL SHORT TERM
INVESTMENTS
(Cost $10,556,823) $10,556,823
TOTAL INVESTMENTS
(Cost $10,556,823) - 100.6% $10,556,823
Liabilities in Excess of Other
Assets - (0.6)% (58,775)
TOTAL NET ASSETS - 100.0% $10,498,048

Percentages are stated as a percent of net assets.

Direxion Monthly Dollar Bear 2X Fund

Contracts
276

Short Futures Contracts
October 31, 2009 (Unaudited)

Unrealized
Appreciation

U.S. Dollar Index Futures
Expiring December 2009 (Underlying Face Amount at Market Value $21,123,660) $68,997

The accompanying notes are an integral part of these financial statements.
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Direxion Monthly Dollar Bull 2X Fund

Schedule of Investments
October 31, 2009 (Unaudited)

Shares Value

SHORT TERM INVESTMENTS - 43.2%
MONEY MARKET FUNDS - 43.2%
739,759  Fidelity Institutional Government

Portfolio, 0.07% $ 739,759
739,759  Fidelity Institutional Money Market
Portfolio, 0.26% 739,759
739,759  Goldman Sachs Financial Square
Federal Fund, 0.04% 739,759
1,215,436  Goldman Sachs Financial Square
Government Fund, 0.03% 1,215,436
739,759  Morgan Stanley Institutional Liquidity
Fund - Treasury Portfolio, 0.01% 739,759
TOTAL SHORT TERM INVESTMENTS
(Cost $4,174,472) $4,174,472
TOTAL INVESTMENTS
(Cost $4,174,472) - 43.2% $4,174,472
Other Assets in Excess of
Liabilities - 56.8% 5,479,063
TOTAL NET ASSETS - 100.0% $9,653,535

Percentages are stated as a percent of net assets.

Direxion Monthly Dollar Bull 2X Fund

Futures Contracts
October 31, 2009 (Unaudited)

Contracts

247 U.S. Dollar Index Futures
Expiring December 2009 (Underlying Face Amount at Market Value $18,904,145)

The accompanying notes are an integral part of these financial statements.
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Statements of Assets and Liabilities

October 31, 2009 (Unaudited)

Direxion Monthly
NASDAQ-100 Bull

Direxion Monthly
NASDAQ-100 Bear

2X Fund 2X Fund

Assets:
Investments, at market value (Note 2) $ 31,878,821 $ 4,669,540
Receivable for Fund shares sold 520,292 1,969,896
Unrealized appreciation on swaps — 242,159
Dividends and interest receivable 1,095 309
Prepaid expenses and other assets 21,865 24,676

Total Assets 32,422,073 __ 6,906,580
Liabilities:
Payable for Fund shares redeemed 1,154,188 44,659
Unrealized depreciation on swaps 2,184,991 —
Due to broker for swaps 142,157 —
Accrued distribution expense 6,921 1,056
Accrued advisory expense 20,763 3,169
Accrued operating services fees 13,837 —
Accrued expenses and other liabilities 6,963 1,073

Total Liabilities 3,529,820 49,957
Net Assets $ 28,892,253 $ 6,856,623
Net Assets Consist Of:
Capital stock $ 56,703,071 $ 18,193,290
Accumulated undistributed net investment income (loss) (208,955) (57,363)
Accumulated undistributed net realized gain (loss) (25,416,872) (11,521,463)
Net unrealized appreciation (depreciation)
Swaps _(2184,991) 242759

Total Net Assets $ 28,892,253 $ 6,856,623
Calculation of Net Asset Value Per Share - Investor Class:
Net assets $ 28,892,253 $ 6,856,623
Shares outstanding (unlimited shares of beneficial interest authorized, no par value) 598,946 1,029,460
Net asset value, redemption price and offering price per share $ 48.24 $ 6.66
Cost of Investments $ 31,878,821 $ 4,669,540

The accompanying notes are an integral part of these financial statements.
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Statements of Assets and Liabilities

October 31, 2009 (Unaudited)

Assets:

Investments, at market value (Note 2)

Receivable for Fund shares sold

Unrealized appreciation on swaps

Dividends and interest receivable

Prepaid expenses and other assets
Total Assets

Liabilities:

Payable for Fund shares redeemed

Unrealized depreciation on swaps

Accrued distribution expense

Accrued advisory expense

Accrued operating services fees

Accrued expenses and other liabilities

Total Liabilities
Net Assets

Net Assets Consist Of:
Capital stock
Accumulated undistributed net investment income (loss)
Accumulated undistributed net realized gain (loss)
Net unrealized appreciation (depreciation)
Swaps

Total Net Assets

Calculation of Net Asset Value Per Share - Investor Class:

Net assets

Shares outstanding (unlimited shares of beneficial interest authorized, no par value)
Net asset value, redemption price and offering price per share

Cost of Investments

Direxion Monthly

Direxion Monthly

S&P 500 Bull S&P 500 Bear
2X Fund 2X Fund
$12,707,933 $ 16,871,470
2,795,145 2,046,196

— 198,964

568 147

25,350 22,424
15,528,996 19,139,201
107,400 1,055,788
1,235,385 —
2,920 2,201

8,761 6,601

3,402 1,735

2,935 31
1,360,803 1,066,356
$21,563,098 $ 39,113,300
(275,081) (122,495)
(5,884,439) (21,116,924)
(1,235,385) 198,964
$14,168,193 $ 18,072,845
$14,168,193 $ 18,072,845
484,733 1,645,708

$ 29.23 $ 10.98
$12,707,933 $16,871,470

The accompanying notes are an integral part of these financial statements.
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Statements of Assets and Liabilities

October 31, 2009 (Unaudited)

Assets:

Investments, at market value (Note 2)

Receivable for Fund shares sold

Deposit at broker for swaps

Deposit at broker for futures

Variation margin receivable

Dividends and interest receivable

Prepaid expenses and other assets
Total Assets

Liabilities:

Payable for Fund shares redeemed

Unrealized depreciation on swaps

Due to broker for swaps

Variation margin payable

Accrued distribution expense

Accrued advisory expense

Accrued operating services fees

Accrued expenses and other liabilities

Total Liabilities
Net Assets

Net Assets Consist Of:
Capital stock
Accumulated undistributed net investment income (loss)
Accumulated undistributed net realized gain (loss)
Net unrealized appreciation (depreciation)
Futures
Swaps

Total Net Assets

Calculation of Net Asset Value Per Share - Investor Class:

Net assets

Shares outstanding (unlimited shares of beneficial interest
authorized, no par value)

Net asset value, redemption price and offering price per share

Cost of Investments

Direxion Monthly

Direxion Monthly

Direxion Monthly

Latin America Bull Dollar Bear Dollar Bull
2X Fund 2X Fund 2X Fund

$ 96,660,328 $10,556,823 $ 4,174,472

1,611,868 129,372 5,284,240

22,870,000 — —

— 331,200 142,800

— — 55,331

— 3,012 185

14,999 16,456 9,391

121,157,195 11,036,863 9,666,419

4,368,476 388,189 8,632

18,974,605 — —

1,964,177 — —

— 129,720 —

24,861 3,101 747

74,583 9,304 2,240

62,221 5,390 490

26,262 3,11 775

25,495,185 538,815 12,884

$ 95,662,010 $10,498,048 $ 9,653,535

$ 278,591,865 $13,598,302 $11,766,777

(713,727) (108,980) (36,929)

(163,241,523) (3,060,271) (2,073,894)

— 68,997 (2,419)

(18,974,605) — —

$ 95,662,010 $10,498,048 $ 9,653,535

$ 95,662,010 $10,498,048 $ 9,653,535

2,067,159 450,645 360,386

$ 46.28 $ 23.30 $ 26.79

$ 96,660,328 $10,556,823 $ 4,174,472

The accompanying notes are an integral part of these financial statements.

DIREXION SEMI-ANNUAL REPORT




Statements of Operations
For The Six Months Ended October 31, 2009 (Unaudited)

Investment income:
Dividend income
Interest income

Total investment income

Expenses:

Investment advisory fees
Distribution expenses
Shareholder servicing fees
Administration fees

Fund accounting fees
Custody fees

Transfer agent fees

Federal and state registration fees
Professional fees

Reports to shareholders
Trustees’ fees and expenses
Operating services fees
Other

Total expenses before reimbursement

Plus: Recoupment of previously waived expenses
Less: Reimbursement of expenses by Adviser
Less: Expenses paid indirectly (Note 6)

Total expenses
Net investment income (loss)

Realized and unrealized gain (loss) on investments:
Net realized gain (loss) on:
Swaps

Change in unrealized appreciation (depreciation) on:
Swaps

Net realized and unrealized gain (loss) on investments

Net increase (decrease) in net assets resulting from operations

Direxion Monthly
NASDAQ-100 Bull

Direxion Monthly
NASDAQ-100 Bear

2X Fund 2X Fund
$ — $ —
25,661 6,944
25,661 6,944
91,912 25,156
30,637 8,385
30,637 8,385
1,595 521
1,906 643
962 577
9,217 3,660
7,769 3,180
4,209 3,549
4,251 2,089
172 57
56,611 14,282
2,539 2,042
242,417 72,526
(2,999) (6,329)
_ (450) _ (18%0)
234,616 64,307
(208,955) (57,363)
11,524,029 (7,028,959)
11,524,029 (7,028,959)
(3,217,406) 972,735
8,306,623 (6,056,224)
$ 8,097,668 $(6,113,587)

The accompanying notes are an integral part of these financial statements.
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Statements of Operations

For The Six Months Ended October 31, 2009 (Unaudited)

Investment income:
Dividend income
Interest income

Total investment income

Expenses:

Investment advisory fees
Distribution expenses
Shareholder servicing fees
Administration fees

Fund accounting fees
Custody fees

Transfer agent fees

Federal and state registration fees
Professional fees

Reports to shareholders
Trustees’ fees and expenses
Operating services fees
Other

Total expenses before reimbursement

Plus: Recoupment of previously waived expenses
Less: Reimbursement of expenses by Adviser
Less: Expenses paid indirectly (Note 6)

Total expenses
Net investment income (loss)

Realized and unrealized gain (loss) on investments:
Net realized gain (loss) on:

Futures

Swaps

Change in unrealized appreciation (depreciation) on:
Futures
Swaps

Net realized and unrealized gain (loss) on investments

Net increase (decrease) in net assets resulting from operations

Direxion Monthly  Direxion Monthly

S&P 500 Bull S&P 500 Bear
2X Fund 2X Fund
$ — $ —
44,328 17764
44,328 17,764
129,011 56,048
43,004 18,683
43,004 15,710
3,509 1,119
5,440 770
1,921 121
20,314 7,143
4,551 5,891
4,490 3,996
7,242 2,259
529 92
61,131 32,407
5,125 3171
329,21 148,022
519 —
— (3,834)
(10,381) (3,929)
319,409 140,259
(275,081) (122,495)
(162,475) 4,705
20,106,086 (17,003,975)
19,943,611 _{16,999,270)
18,335 —
(2,254,404) 2,565,569
_{2:236,069) 2,565,569
17,707,542 (14,433,701)
$17,432,461 $(14,556,196)

The accompanying notes are an integral part of these financial statements.
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Statements of Operations
For The Six Months Ended October 31, 2009 (Unaudited)

Direxion Monthly Direxion Monthly  Direxion Monthly

Latin America Bull Dollar Bear Dollar Bull
2X Fund 2X Fund 2X Fund
Investment income:
Dividend income $ 141 $ — $ —
Interest income __ 68,051 13511 39
Total investment income 68,192 13,511 3,901
Expenses:
Investment advisory fees 306,476 47,901 16,028
Distribution expenses 102,159 15,967 5,343
Shareholder servicing fees 102,159 15,967 5,343
Administration fees 4,961 1,028 204
Fund accounting fees 7,010 1,099 —
Custody fees 2,640 681 269
Transfer agent fees 11,391 6,317 1,436
Federal and state registration fees 9,016 4,098 6,089
Professional fees 8,431 3,609 3,049
Reports to shareholders 18,175 1,513 1,559
Trustees’ fees and expenses 509 82 —
Operating services fees 193,945 26,671 10,952
Other 4318 521 70
Total expenses before reimbursement 771,190 125,454 50,342
Plus: Recoupment of previously waived expenses 17,908 79 —
Less: Reimbursement of expenses by Adviser — — (8,563)
Less: Expenses paid indirectly (Note 6) (7,179) (3,682) (949)
Total expenses 781,919 122,491 40,830
Net investment income (loss) __(n327) _(108,980) _ (36,929)
Realized and unrealized gain (loss) on investments:
Net realized gain (loss) on:
Investments 34,132 — —
Futures — 2,382,429 (1,312,020)
Swaps 63,823,518 — —
63,857,650 2,382,429 (1,312,020)
Change in unrealized appreciation (depreciation) on:
Investments (8,391) — —
Futures — (107,825) 24,685
Swaps (18,974,605) — —
_(18,982,996) _(107,825) __ 24685
Net realized and unrealized gain (loss) on investments 44,874,654 2,274,604 (1,287,335)
Net increase (decrease) in net assets resulting from operations $ 44,160,927 $2,165,624 $(1,324,264)

The accompanying notes are an integral part of these financial statements.
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Statements of Changes in Net Assets

Direxion Monthly NASDAQ-100
Bear 2X Fund

Operations:

Net investment income (loss)

Net realized gain (loss) on investments

Change in net unrealized appreciation (depreciation) on
investments

Net increase (decrease) in net assets resulting
from operations

Distributions to shareholders
Net investment income

Net realized gains

Return of capital

Total distributions
Capital share transactions
Proceeds from shares sold
Proceeds from shares issued to holders in reinvestment

of distributions
Cost of shares redeemed

Net increase (decrease) in net assets resulting from
capital share transactions

Total increase (decrease) in net assets

Net assets:

Beginning of year/period

End of year/period

Accumulated undistributed net investment income
(loss), end of year/period

Direxion Monthly NASDAQ-100

Bull 2X Fund

Six Months Ended

Six Months Ended

October 31, 2009 Year Ended October 31, 2009 Year Ended
(Unaudited) April 30, 2009 (Unaudited) April 30, 2009
$  (208,955) $ (80,971) $ (57,363) $ (56,066)

11,524,029 (22,853,230) (7,028,959) 1,953,480
(3,217,406) (517,915) 972,735 596,877
8,097,668 (23,452,116) (6,113,587) 2,494,291

— — — (526,007)

— (867,580) — —

— (15,509) — —

— (883,089) — (526,007)
102,018,616 197,806,750 124,514,309 167,423,170
— 664,702 — 486,176
(107,379,532) (169,511,180) (118,116,685) (172,391,526)
(5,360,916) 28,960,272 6,397,624 (4,482,180)
2,736,752 4,625,067 284,037 (2,513,896)
26,155,501 21,530,434 6,572,586 9,086,482

$ 28,892,253 $ 26,155,501 $ 6,856,623 $ 6,572,586
$  (208,955) $ — $ (57,363) $ —

The accompanying notes are an integral part of these financial statements.
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Statements of Changes in Net Assets

Direxion Monthly S&P 500

Operations:

Net investment income (loss)

Net realized gain (loss) on investments

Change in net unrealized appreciation (depreciation) on
investments

Net increase (decrease) in net assets resulting
from operations

Distributions to shareholders
Net investment income

Net realized gains

Return of capital

Total distributions
Capital share transactions
Proceeds from shares sold
Proceeds from shares issued to holders in reinvestment

of distributions
Cost of shares redeemed

Net increase (decrease) in net assets resulting from
capital share transactions

Total increase (decrease) in net assets

Net assets:

Beginning of year/period

End of year/period

Accumulated undistributed net investment income
(loss), end of year/period

Direxion Monthly S&P 500

Bull 2X Fund Bear 2X Fund
Six Months Ended Six Months Ended

October 31, 2009 Year Ended October 31, 2009 Year Ended
(Unaudited) April 30, 2009 (Unaudited) April 30, 2009
$  (275,081) $  (261,784) $  (122,495) $  (169,700)
19,943,611 (23,415,906) (16,999,270) 42,296,191
(2,236,069) 891,142 2,565,569 (2,374,711)
17,432,461 (22,786,548) (14,556,196) 39,751,780
— — — (645,243)

— (16,961) — —
— (16,961) — (645,243)

174,301,965 345,736,874 254,520,299 614,853,896

— 15,993 — 622,833
(220,177,098) (299,946,093) (248,776,028) (636,694,534)
(45,875,133) 45,806,774 5,744,271 (21,217,805)
(28,442,672) 23,003,265 (8,811,925) 17,888,732
42,610,865 19,607,600 26,884,770 8,996,038

$ 14,168,193 $ 42,610,865 $ 18,072,845 $ 26,884,770
$  (275,081) $ — $  (122,495) $ —

The accompanying notes are an integral part of these financial statements.
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Statements of Changes in Net Assets

Direxion Monthly Latin America

Operations:

Net investment income (loss)

Net realized gain (loss) on investments

Change in net unrealized appreciation (depreciation) on
investments

Net increase (decrease) in net assets resulting
from operations

Distributions to shareholders
Net investment income

Net realized gains

Return of capital

Total distributions
Capital share transactions
Proceeds from shares sold
Proceeds from shares issued to holders in reinvestment

of distributions
Cost of shares redeemed

Net increase (decrease) in net assets resulting from
capital share transactions

Total increase (decrease) in net assets

Net assets:

Beginning of year/period

End of year/period

Accumulated undistributed net investment income
(loss), end of year/period

Direxion Monthly Dollar

Bull 2X Fund Bear 2X Fund
Six Months Ended Six Months Ended

October 31, 2009 Year Ended October 31, 2009 Year Ended
(Unaudited) April 30, 2009 (Unaudited) April 30, 2009
$ (713,727) $ 503,876 $ (108,980) $ (41,830)
63,857,650 (213,620,904) 2,382,429 (5,962,646)
(18,982,996) (8,977,888) (107,825) 707,704
44,160,927 (222,094,916) 2,165,624 (5,296,772)

— (503,876) — —

— (3,826,290) — —
— (4,330,166) — —

92,938,680 252,868,532 82,312,700 299,446,702
— 4,212,558 — —
(86,038,353) (269,196,685) (83,129,261) (307,979,838)
6,900,327 (12,115,595) (816,561) (8,533,136)
51,061,254 (238,540,677) 1,349,063 (13,829,908)
44,600,756 283,141,433 9,148,985 22,978,893

$ 95,662,010 $ 44,600,756 $10,498,048 $ 9,148,985
$ (n3721) $ — $ (108,980) $ —

The accompanying notes are an integral part of these financial statements.

DIREXION SEMI-ANNUAL REPORT

21



Statements of Changes in Net Assets

Direxion Monthly Dollar
Bull 2X Fund

Six Months Ended
October 31, 2009 June 2, 2008'
(Unaudited) to April 30, 2009

Operations:

Net investment income (loss) $ (36,929) $ (19,282)

Net realized gain (loss) on investments (1,312,020) 2,356,170

Change in net unrealized appreciation (depreciation) on investments 24,685 (27,104)
Net increase (decrease) in net assets resulting from operations (1,324,264) 2,309,784

Distributions to shareholders
Net investment income —

Net realized gains — (393,682)
Return of capital — —
Total distributions — (393,682)
Capital share transactions
Proceeds from shares sold 117,973,175 291,011,100
Proceeds from shares issued to holders in reinvestment of distributions — 247,034
Cost of shares redeemed (110,203,061) (289,966,551)
Net increase (decrease) in net assets resulting from capital share transactions 1,770,114 1,291,583
Total increase (decrease) in net assets 6,445,850 3,207,685
Net assets:
Beginning of period 3,207,685 —
End of period $ 9,653,535 $ 3,207,685
Accumulated undistributed net investment income (loss), end of period $ (36,929) $ —

' Commencement of operations.

The accompanying notes are an integral part of these financial statements.

DIREXION SEMI-ANNUAL REPORT




18MO| %GO UBY) SSB] USIG BABY PINOM UIN}SI [BI0] BY) ‘9PeL U9aq 10U Pey SUOHNGLILOI Y} j| "YeipIaro punj Joj UOHNGLILOD AlelunjoAu] ue apew IasiApY ayj ,,
J|ds Y20)s 9s19n9. |G 0] J98Ya anib o) pajsnipe usaq sey 8OOz ‘Gl 18quwaaaq o} Jolid spolad jje 1oj elep aieys 184 Hjds Y20)s 8S19A9. |G e pey pund XZ [ing eauswy uneq ayy ‘g0z ‘Gl 1aquadag ug |,
J|ds Y20}s 8S18481 |G 01 J98}49 anib o} paisnipe usaq sey gooz ‘Gl 18quadaq 03 J0ud spouad [je 1o ejep d.1eys 18 Wds YI01s 8SI9Ad. |G & pey pund XGZ [Ing 00§ d'9S 9y} 800z G 18quasaq ug
J|ds ¥20}s 8s18481 |/ 0} J98}49 anib 03 pajsnipe usaq sey gooz ‘Gl 18quwadaq 0} Joud spoLad jje 1oy ejep 81eys 194 H(dS YI0Is 8SI9na. |/ & pey pund XGZ [Ing 00L-DVASYN 84} ‘8007 ‘6L 18qwaasq ug o
1BMO| %GZ'0 U8 dABY pINOM UINJa. [e10} 8y} ‘9pew usaq Jou pey SuoiNgLIuod ayl jj 10118 buryael} ayy 8anpal 0} SUOHNGLIUOD Alejunjoa speuw 1asIpy Y] o
JBMO] 900 UBSG BARY PINOM UINJa. |10} 8Y} ‘pew Udaq J0u pey SUORNGLIL0I 8y} | 10418 Bulyael) 8y} 89npal 0] SUOHNGLIU0I Alejunjor spew 18siApYy 8y ,
48MO] 9010 UBSG BABY PINOM UINJA. [EJ0} BY) ‘Bpew udaq Jou pey suonnqLyuod 8yl 4| o418 Bupyoesy pue buipely ey 8anpa. o} SUORNGLIUOI AIBJUNJOA dpeuws JaSIADY 8Y] 4

‘suonRIpuod jaxiew uj sabueys pajedianue jo abejuespe ayej o Jaaouin) oljogiod jueanyiubis ui ynsal Aew Abajesrs juawjisaaul anissalbbe spund ay |
'SOIINIBS WLIBJ-1I0YS OSSP ale Sjudwaalbe aseyainda. pue s}oe.ju09 saimnj pue ‘sdems ‘suoido uj SJUBLISaAU| 1eaA auo ey sSa| jo Ayunjeuws e buAey S8131inaas uLg)-1oys 03 p1eBa. InoylIm pajeinajea s| 1eAouIny oljofuod
‘poriad yaea jnoybnouyy Buipuesino jsalsjul jelayauag jo saeys abelae Ajiep ayp Aq papiaip (SSoj) awoaul JusURSaAUS JouU SJUBSaIda. 9eys 19d (SSOJ) BWOIUI JUSUYSBAUI 1B

‘pazijenuuy
‘pazijenuue Jop w
'suopesado jo Juswaauswwoy |

%0 (%0€°0) %LLL %6 807'c Bl8LT  SL9E (9r1) — (9L1) — 158 298 (110) 000¢ 600Z ‘0¢ |11dy 0} 8007 ‘Z dunf
%0 (%ELL) %6l %9ET ¥59'6  L(%0l'L2) 6L9C — — — — (96°6) (LL6) (5z0) GL9e (Paupneun) 600 ‘LE 1890100 PBpUB SLIUOW XIS
pung Xz [Ing tejjoq Ajysuopy uoixag
%0 %YTE %GLL %S9 S6LT g %CCLL 91T (80°0) — (€0°0) (50°0) 744 9L 090 0002 £00Z ‘0¢ |11dy 03 9007 ‘ZL Bunf
%0 %66°L %SLL %56’ 616'22 %067¢  GE'LT (or1) — (pt'1) (9z20) 689 6€'9 050 9z 800¢ ‘0¢ |14dy papus Jeay
%0 (%1€0) %08'L %80T 6v1'6 (%leee)  tz8l — — — — (11'6) (€0'6) (80°0) (194 6002 ‘0¢ [14dy papua Jeay
%0 (%LL1) %T6L  %96L 86Y°0L  %PLLC  OEET — — — — 990G 74 (810) vzl (paupneun) 600z ‘L€ 41890190 Papua SLuoW Xig
pun4 Xz ieag iejjoq Ajyuopy uoixang
%198 %L0T %SLL %9 19197 ,%E80¢  08°0CL (sL8) — (001) (SL1) (114 (A 0Lz 00°00L £00Z ‘0¢ I11dy 03,9007 ‘Z Ae\
%12G %50 %LIL %9l IVL'e8C  %LL6L  06LLL (ov°0€) — (ovot) (0€02) 05'8 0998 060 08021 8007 ‘0¢ |udy papua Jeay
%021 %Ly'0 %SLL %e8L 1097 4,(%60'G8)  GH'ET (LL2) (s7'2) — (z€0) (89151) (86°151) 00 06'LLL 6002 ‘0€ |1udy papus Jeay
%0 (%6L1) %6l %881 799'66  ,%9E'L6  8T9Y — — — — €8'7C 9l'ee (eg0) [ 4or4 (paupneun) 6007 ‘L€ 4890300 Papua sylow Xig
L Pung Xz |ing eauawy une] Ajyuoy uoixang
%0 %20°€ %SLL  %E0°L IBEY  g(%L8€7) 8LYL (8t°0) — (8°0) — (vL0) (5z'3) 150 0002 £00Z ‘0€ 1dy 03,9007 ‘L Aely
%891 %01C %SLL %hT 9668 %658  G0'9L — — — — [l €60 €0 8Lyl 8002 ‘0¢ [14dy papus Jeay
%561 (%99°0) %08l %E6'L 688'9Z %6EGZ  ZE6L (Lt — — (Lt 8y €5y (s10) G091 6007 ‘0€ 1udy papua Jeay
%0 (%¥9'L) %88l %86L €L0'8L  ,(%LLEP) 860L — — — — (ve'8) (€z'8) (L110) 44! (Paupneun) 600 ‘L€ 4890120 Papua SLuoW Xig
pung Xz 1eag 4'8s Ajyluopy uoixang
%0 %lee %SLL %SLE 7801 ;%569 Ov6LL (502) — (ot°€) (59°€) Sr'9z G6°7C 05°€ 00°00L £00Z ‘0€ [1Mdy 01 9007 ‘L Ae\
%061 %G€T %Sl %9T 8096l  ,(%L6'€7) 5006 (58°0) (58°0) — — (05°82) (00°1€) 05 0r'6LL 8007 ‘0€ |udy papua Jeay
%8LG (%56°0) %581 %l8L 1192y (%8¥'8L) LEBL (100) (100) — — (L90L) (9v°0£) (1z0) G006 6002 ‘0¢ |1dy papus Jeay
%0 (%09'1) %98l %l6'L 8Ll ,%0605  €7'6T — — — — 98'6 5001 (61°0) LE6L (PampneUn) 600Z ‘L€ 4840300 PBPUB SYIUOW XIS
oPUNd Xz 1Ing 005 d'8S Ajypuojy uoixang
%0 %E0'e %SLL %ETE 6518 ,(%0€07) 166Gl — — — — (90°7) (99°) 090 000¢ £00Z ‘0€ 114dy 03 ,900Z ‘L Aeiy
%0 %E0'T %SLL %8ET 9806 (%GeLL)  6Lel — — — — (5L2) (s0°€) 020 ¥6'G1 8002 ‘0¢ |11dy papus Jeay
%0 (%250) %181 %ELT €169 (%80L)  G9'LL (81'1) — — (81°1) (9€°0) (Lz0) (60°0) 6LEL 6002 ‘0¢ [14dy papua Jeap
%0 (%LL1) %6l %9LT 1589 (%E8TY) 999 — — — — (66'7) (26') (£010) S9'LL (Paupneun) 6007 ‘LE 4890300 Papua SLpuow XI§
pung Xz 1eag 00L-DVASYN Ajyiuopy uoixang
%026 %ET'L %SLL %TY'E LO'L g %LL0L  SSEbL (198) — (198) — 9lel 5511 191 00°0tL 00z ‘0€ |1dy 01 9007 ‘L Aely
%82 %CT %SLL %SET 06512 (%69'Ll) L0TLL (z002) — (S6'21) (L0°2) (9v'2L) (#551) 80°¢ SSHl 8007 ‘0€ |udy papua Jeay
%E8 (%8€°0) %LEL  %E6'L 96197 (%6Y'0L)  LS'1E (egl) (200) (1e'1) — (LveL) (20'6L) (51°0) L0°TLL 6007 ‘0¢ [11dy papua Jeay
%0 %0L'L %6l %86 688 $ %0875 vZ8rS 00— $ — 3 - $ — 1991 $ gLl $ (92°0)8 [S1E S (paypneun) 600z ‘L€ 41840300 Papua syuow xig
sPUNd XZ [Ing 00L-0VASVN Ajysuopy uoixang
ey Juswdnooay  sasuadxy sesuadxy (00Q') poud4/iBaA UINIBY pOLIB4/Ie8A SuoBNGLISIQ  uonnguisiq  suled ende)  BWOOU|  suopesdd( WOJ SJUBWISBAU| U0 (SSOT)  POLId/IBBA JO poliad/ieap
Janoudng bcmEmw\_:nE_mm 18N |e10| Jo pu3 |e10] Jo pu3 |e10] _m:amo jo pazijeay Juswisanu| mcc_:mww_ anjep Ammc.: ureg awoau| mEcEmmm
oljojuod  asuadxj Jayy 's18ssy 18N ‘anjep uimay wouy 18N wouy 19SSy JaN ul pazijeaiun JuBWISaAU| ‘anjep
(ss07) awoou| 19SSy 18\ suonnquisig  spuapiaiq (asealtoaq) pue 18N 19SSy 18N
juswisaau| asealou| 18|\ pazijeay 18N
18N

S13SSY 13N 39VH3AV 0L SOILVY

6002 ‘L€ 1940)90
sybijybiy |e1oueuly

23

DIREXION SEMI-ANNUAL REPORT



24

NOTES TO THE FINANCIAL STATEMENTS
October 31, 2009 (Unaudited)

1. ORGANIZATION

Direxion Funds (the “Trust”) was organized as a Massachusetts Business Trust on June 6, 1997 and is registered under the
Investment Company Act of 1940, as amended (the “1940 Act”), as an open-end management investment company issuing its
shares in series, each series representing a distinct portfolio with its own investment objective and policies. The Trust
currently has 34 series of which 7 are included in this report: Direxion Monthly NASDAQ-100® Bull 2X Fund, Direxion Monthly
NASDAQ-100® Bear 2X Fund, Direxion Monthly S&P 500® Bull 2X Fund, Direxion Monthly S&P 500® Bear 2X Fund, Direxion
Monthly Latin America Bull 2X Fund, Direxion Monthly Dollar Bear 2X Fund, and the Direxion Monthly Dollar Bull 2X Fund
(each a “Fund” and collectively, the “Funds”). Each Fund is a non-diversified series of the Trust pursuant to the 1940 Act. The
7 Funds included in this report offer only Investor Class of shares. During the year ended April 30, 2009, the Board of Trustees,
based upon the recommendation of management, closed three series: the Mid Cap Bull 2.5X Fund, Latin America Bear 2X
Fund and Japan Bull 2X Fund. Effective May 1, 2009, the Commodity Trends Strategy Fund changed its fiscal year end date
from April 30 to October 31.

The objective of the Direxion Monthly NASDAQ-100® Bull 2X Fund is to seek monthly investment results, before fees and
expenses, of 200% of the price performance of the NASDAQ-100® Index. The objective of the Direxion Monthly NASDAQ-
100® Bear 2X Fund is to seek monthly investment results, before fees and expenses, of 200% of the inverse (or opposite) of
the price performance of the NASDAQ-100°® Index. (Collectively, the Direxion Monthly NASDAQ-100® Bull 2X Fund and the
Monthly NASDAQ-100® Bear 2X Fund are referred to as the “NASDAQ-100® Funds.”) Each NASDAQ-100® Fund, under
normal circumstances, invests at least 80% of its net assets in the equity securities that comprise the NASDAQ-100® Index
and/or financial instruments that, in combination, provide leveraged exposure to the NASDAQ-100® Index with the Direxion
Monthly NASDAQ-100® Bull 2X Fund creating long positions and the Direxion Monthly NASDAQ-100® Bear 2X Fund creating
short positions.

The objective of the Direxion Monthly S&P 500® Bull 2X Fund is to seek monthly investment results, before fees and
expenses, of 200% of the price performance of the S&P 500 Index. The objective of the Direxion Monthly S&P 500® Bear 2X
Fund is to seek monthly investment results, before fees and expenses, of 200% of the inverse (or opposite) of the price
performance of the S&P 500® Index. (Collectively, the Direxion Monthly S&P 500® Bull 2X Fund and the Direxion Monthly S&P
500® Bear 2X Fund are referred to as the “S&P 500® Funds.”) Each S&P 500® Fund, under normal circumstances, invests at
least 80% of its net assets in the equity securities that comprise the S&P 500® Index and/or financial instruments that, in
combination, provide leveraged exposure to the S&P 500® Index with the Direxion Monthly S&P 500® Bull 2X Fund creating
long positions and the Direxion Monthly S&P 500® Bear 2X Fund creating short positions.

The objective of the Direxion Monthly Latin America Bull 2X Fund is to seek monthly investment results, before fees and
expenses, of 200% of the price performance of the S&P® Latin America 40 Index (the “Latin America Index”). The Direxion
Monthly Latin America Bull 2X Fund, under normal circumstances, invests at least 80% of its net assets in the equity
securities that comprise the Latin America Index and/or financial instruments that, in combination, provide leveraged
exposure to the Latin America Index while creating long positions.

The objective of the Direxion Monthly Dollar Bull 2X Fund is to seek monthly investment results, before fees and expenses, of
200% of the price performance of the U.S. Dollar® Index (the “USDX"). The Direxion Monthly Dollar Bull 2X Fund, under
normal circumstances, invests at least 80% of its net assets in financial instruments that, in combination, provide leveraged
exposure to the USDX while creating long positions. The objective of the Direxion Monthly Dollar Bear 2X Fund is to seek
monthly investment results, before fees and expenses, of 200% of the inverse (or opposite) of the price performance of the
U.S. Dollar® Index (the “USDX"). The Direxion Monthly Dollar Bear 2X Fund, under normal circumstances, invests at least
80% of its net assets in financial instruments that, in combination, provide leveraged exposure to the USDX while creating
short positions.
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2. SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of significant accounting policies consistently followed by the Funds in the preparation of their
financial statements. These policies are in conformity with U.S. generally accepted accounting principles (“GAAP”).

a) Investment Valuation — The Net Asset Value (“NAV”) of each Fund is determined daily, Monday through Friday, as of the
close of regular trading on the New York Stock Exchange (“NYSE”), each day the NYSE is open for business. The value of all
portfolio securities and other assets held by a Fund will be determined as of the time a Fund calculates its NAV, 4:00 p.m.
Eastern Time (“Valuation Time”). Equity securities and exchange-traded funds are valued at their last sales price, or if not
available, at the average of the last bid and ask prices. Investments in open-end mutual funds are valued at their respective
quoted net asset values on the valuation dates. Futures are valued at the settlement price established on the exchange on
which they are traded, if that settlement price reflects trading prior to the Valuation Time. If the settlement price established
by the exchange reflects trading after the Valuation Time, then the last sales price prior to Valuation Time will be used.
Options are valued at the composite price, using the National Best Bid and Offer quotes (“NBBO”). NBBO consists of the
highest bid price and lowest ask price across any of the exchanges on which an option is quoted. Specifically, composite
pricing looks at the last trades on the exchanges where the options are traded. If there are no trades for the option on a given
business day, the composite pricing calculates the mean of the highest bid and lowest ask price across the exchanges
where the option is traded. Over-the-counter securities are valued at the average of the last bid and ask prices. Securities
primarily traded on the NASDAQ National Market are valued using the NASDAQ Official Closing Price. Swaps are valued
based upon prices from third party vendor models or quotations from market makers to the extent available. Short-term debt
securities with a maturity of 60 days or less and money market securities are valued using the amortized cost method. Other
debt securities are valued by using the mean prices provided by the Fund’'s pricing service or, if such services are
unavailable, by a pricing matrix method. Securities for which reliable market quotations are not readily available, the Funds’
pricing service does not provide a valuation for such securities, the Fund'’s pricing service provides valuation that in the
judgment of Rafferty Asset Management, LLC (the “Adviser”) does not represent fair value, or the Fund or Adviser believes
the market price is stale will be fair valued as determined by the Adviser under the supervision of the Board of Trustees.

b) Repurchase Agreements — Each Fund may enter into repurchase agreements with institutions that are members of the
Federal Reserve System or securities dealers who are members of a national securities exchange or are primary dealers in
U.S. government securities. In connection with transactions in repurchase agreements, it is the Trust’s policy that the Fund
receives, as collateral, cash and/or securities (primarily U.S. government securities) whose market value, including accrued
interest, at all times will be at least equal to 100% of the amount invested by the Fund in each repurchase agreement. If the
seller defaults, and the value of the collateral declines, realization of the collateral by the Fund may be delayed or limited. The
Funds were not invested in repurchase agreements at October 31, 2009.

¢) Swap Contracts — Each Fund may enter into equity swap contracts. Standard equity swap contracts are between two
parties that agree to exchange the returns (or differentials in rates of return) earned or realized on particular predetermined
investments or instruments. The gross amount to be exchanged is calculated with respect to a “notional amount” (i.e. the
return on or increase in value of a particular dollar amount invested in a “basket” of securities representing a particular
index or industry sector). Most equity swap agreements entered into by the Funds calculate the obligations of the parties on
a “net basis”. Consequently, a Fund’s current obligations under a swap agreement generally will be equal to the net amount
to be paid or received under the agreement based on the relative value of the positions held by each party. The Fund's
obligations are accrued daily (offset by any amounts owed to the funds).

Ina “long” equity swap agreement, the counterparty will generally agree to pay the Funds the amount, if any, by which the
notional amount of swap contract would have increased in value if the Funds had been invested in the particular securities,
plus dividends that would have been received on those securities. The Funds will agree to pay the counterparty a floating
rate of interest on the notional amount of the swap contract plus the amount, if any, by which the notional amount would have
decreased in value had it been invested in such securities plus, in certain instances, commissions or trading spreads on the
notional amounts. Thus, the return on the swap contract should be the gain or loss on the notional amount plus dividends on
the securities less the interest paid by the Fund on the notional amount. Payments may be made at the conclusion of the
contract or periodically during its term. Swap contracts do not include the delivery of securities. The net amount of the
excess, if any, of the Fund’s obligations over its entitlement with respect to each swap is accrued on a daily basis and an
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amount of cash or liquid assets, having an aggregate net asset value at least equal to such accrued excess is maintainedina
segregated account. Until a swap contract is settled in cash, the gain or loss on the notional amount plus dividends on the
securities less the interest paid by the Funds on the notional amount are recorded as “unrealized gains or losses on swaps”
and when cash is exchanged, the gain or loss is recorded as “realized gains or losses on swaps”. Swap contracts are
collateralized by the securities and cash of each particular Fund.

Each Fund may enter into swap contracts that provide the opposite return of the particular benchmark or security (“short”
the index or security). The operations are similar to that of the long swaps disclosed above except that the counterparty pays
interest to the Fund on the notional amount outstanding and the dividends on the underlying securities reduce the return of
the swap. These amounts are netted with any unrealized appreciation or depreciation to determine the value of the swap.
The Funds will typically enter into equity swap agreements to obtain leverage in order to meet its objectives.

d) Short Positions — Each Fund may engage in short sale transactions. For financial statement purposes, an amount equal to
the settlement amount is included in the Statement of Assets and Liabilities as an asset and an equivalent liability. The
amount of the liability is subsequently marked-to-market to reflect the current value of the short position. Subsequent
fluctuations in the market prices of short securities may require purchasing the securities at prices which may differ from the
market value reflected on the Statement of Assets and Liabilities. The Fund is liable to the buyer for any dividends payable on
securities while those securities are in a short position. As collateral for its short positions, the Fund is required under the
1940 Act to maintain assets consisting of cash, cash equivalents or liquid securities equal to the market value of the
securities sold short. This collateral is required to be adjusted daily. The Funds were not invested in short positions at
October 31, 2009.

e) Stock Index Futures Contracts and Options on Futures Contracts — Each Fund may purchase and sell stock index futures
contracts and options on such futures contracts. A Fund may use futures contracts to gain exposure to, or hedge against
changes in the values of equities, interest rates or foreign currencies. Upon entering into a contract, the Fund deposits and
maintains as collateral such initial margin as required by the exchange on which the transaction is effected. Pursuant to the
contract, the Fund agrees to receive from or pay to the broker an amount of cash equal to the daily fluctuation in value of the
contract. Such receipts or payments are known as “variation margin” and are recorded by the Fund as unrealized gains and
losses. When the contractis closed, the Fund records a realized gain or loss equal to the difference between the value of the
contract at the time it was opened and the value at the time it was closed. As collateral for futures contracts, the Fund is
required under the 1940 Act to maintain assets consisting of cash, cash equivalents or liquid securities. This collateral is
required to be adjusted daily to reflect the market value of the purchase obligation for long futures contracts or the market
value of the instrument underlying the contract, but not less than the market price at which the futures contract was
established, for short futures contracts. The Funds were not invested in options on futures contracts at October 31, 2009.

f) Risks of Options, Futures Contracts, Options on Futures Contracts and Short Positions — The risks inherent in the use of
options, futures contracts, options on futures contracts and short positions include 1) adverse changes in the value of such
instruments; 2) imperfect correlation between the price of options and futures contracts and options thereon and
movements in the price of the underlying securities, index or futures contracts; 3) the possible absence of a liquid
secondary market for any particular instrument at any time; 4) the possible need to defer closing out certain positions to
avoid adverse tax consequences; and 5) the possible nonperformance by the counterparty under the terms of the contract.
The Funds designate cash, cash equivalents and liquid securities as collateral for written options, futures contracts, options
on futures contracts and short positions.

g) Risks of Investing in Foreign Securities — Investments in foreign securities involve greater risks than investing in
domestic securities. As a result, the Fund's returns and net asset values may be affected to a large degree by fluctuations in
currency exchange rates, political, diplomatic or economic conditions and regulatory requirements in other countries. The
laws and accounting, auditing, and financial reporting standards in foreign countries typically are not as strict as they are in
the U.S., and there may be less public information available about foreign companies.

h) Security Transactions — Investment transactions are recorded on trade date. The Funds determine the gain or loss
realized from investment transactions by comparing the identified cost, which is the same basis used for federal income tax

purposes, with the net sales proceeds.
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i) Federal Income Taxes — Each Fund intends to comply with the requirements of Subchapter M of the Internal Revenue
Code necessary to qualify as a regulated investment company and to make the requisite distributions of income and capital
gains to its shareholders sufficient to relieve it from all or substantially all federal income taxes and excise taxes.

i) Income and Expenses — Dividend income is recorded on the ex-dividend date. Interest income, including amortization of
premium and discount, and dividends received from money market funds, is recognized on an accrual basis. The Funds are
charged for those expenses that are directly attributable to each series, such as advisory fees and registration costs.
Expenses that are not directly attributable to a series are generally allocated among the Trust’s series in proportion to their
respective net assets.

k) Distributions to Shareholders — Each Fund generally pays dividends from net investment income and distributes net
realized capital gains, if any, at least annually. Income and capital gain distributions are determined in accordance with
income tax regulations which may differ from GAAP. Certain Funds also utilize earnings and profits distributed to
shareholders on redemptions of shares as part of the dividends paid deduction. Distributions to shareholders are recorded
on the ex-dividend date.

The tax character of distributions during the six months ended October 31, 2009 and year ended April 30, 2009, were as

follows:

Direxion Monthly NASDAQ-100 Bull

Direxion Monthly NASDAQ-100

2X Fund Bear 2X Fund
Six Months Ended Six Months Ended
October 31, Year Ended October 31, Year Ended
2009 April 30, 2009 April 30,

(Unaudited) 2009 (Unaudited) 2009
Distributions paid from:
Ordinary Income $— $107,172 $— $526,007
Long-Term Capital Gains — 760,408 — —
Return of Capital — 15,509 — —
Total Distributions paid $— $883,089 $— $526,007

Direxion Monthly S&P 500 Bull

Direxion Monthly S&P 500 Bear

Direxion Monthly Latin America

2X Fund 2X Fund Bull 2X Fund
Six Months Ended Six Months Ended
October 31, Year Ended  Six Months Ended  Year Ended October 31,
2009 April 30, October 31, 2009 April 30, 2009 Year Ended

(Unaudited) 2009 (Unaudited) 2009 (Unaudited) April 30, 2009
Distributions paid from:
Ordinary Income $— § — $— $645,243 — $ 503,876
Long-Term Capital Gains — — — — — —
Return of Capital — 16,961 = — = 3,826,290
Total Distributions paid $— $16,961 $— $645,243 $— $4,330,166

Direxion Monthly Dollar Bear

Direxion Monthly Dollar Bull

2X Fund 2X Fund
Six Months Ended Six Months Ended
October 31, Year Ended October 31, Period Ended
2009 April 30, 2009 April 30,

(Unaudited) 2009 (Unaudited) 2009'
Distributions paid from:
Ordinary Income $— $— $— $155,172
Long-Term Capital Gains — — — 238,510
Return of Capital — — — —
Total Distributions paid $— $— $— $393,682

' Commenced operations on June 2, 2008.
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As of April 30, 2009, the components of distributable earnings of the Funds on a tax basis were as follows:

Net unrealized appreciation/(depreciation)
Undistributed ordinary income
Undistributed long-term capital gain

Total distributable earnings

Other accumulated gain/(loss)

Total accumulated earnings/(loss)

Net unrealized appreciation/(depreciation)

Undistributed ordinary income
Undistributed long-term capital gain
Total distributable earnings

Other accumulated gain/(loss)

Total accumulated earnings/(loss)

Direxion Monthly

Direxion Monthly

Direxion Monthly

Direxion Monthly

NASDAQ-100 NASDAQ-100 S&P 500 S&P 500
Bull 2X Bear 2X Bull 2X Bear 2X
Fund Fund Fund Fund
$ — $ — $ — $ —
_(35,908,486) _(5,223,080) _(24,827,366) _(6,484,259)
$(35,908,486) $(5,223,080) $(24,827,366) $(6,484,259)

Direxion Monthly

Latin America

Direxion Monthly

Dollar

Direxion Monthly
Dollar

Bull 2X Bear 2X Bull 2X
Fund Fund Fund
$ (41,177) $ — $ —
(227,049,605) (5,265,878) (788,978)
$(227,090,782) $(5,265,878) $(788,978)

The difference between book cost of investments and tax cost of investments is attributable primarily to the tax deferral of
losses on wash sales. Other accumulated gain/ (loss) is generally comprised of capital loss carryforwards, post-October
capital loss deferrals and/or unrealized gain/ (loss) on derivative positions.

The cost basis of investments for federal tax purposes as of October 31, 2009 was as follows:

Tax cost of investments
Gross unrealized appreciation
Gross unrealized depreciation

Net unrealized appreciation/(depreciation)

Tax cost of investments
Gross unrealized appreciation
Gross unrealized depreciation

Net unrealized appreciation/(depreciation)

Direxion Monthly

Direxion Monthly

Direxion Monthly

Direxion Monthly

NASDAQ-100 NASDAQ-100 S&P 500 S&P 500
Bull 2X Bear 2X Bull 2X Bear 2X
Fund Fund Fund Fund
$31,878,821 $4,669,540 $12,707,933 $16,871,470
I — L $ —

Direxion Monthly

Direxion Monthly

Direxion Monthly

Latin America Dollar Dollar
Bull 2X Bear 2X Bull 2X
Fund Fund Fund
$96,709,896 $10,556,823 $4.,174,472
(49,568) — —
$  (49,568) $ — $ —

In order to meet certain excise tax distribution requirements, the Funds are required to measure and distribute annually, net
capital gains realized during a twelve-month period ending October 31st. In connection with this, the Funds are permitted for
tax purposes to defer into their next fiscal year any net capital losses incurred between November 1st and the end of their

fiscal year, April 30, 2009.
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At April 30, 2009, the following funds deferred, on a tax basis, post-October losses of:

Post October
Capital Loss Deferred

Direxion Monthly NASDAQ-100 Bull 2X Fund $ 4,000,605
Direxion Monthly NASDAQ-100 Bear 2X Fund 4,492,504
Direxion Monthly S&P 500 Bull 2X Fund 13,342,454
Direxion Monthly S&P 500 Bear 2X Fund 4,117,654
Direxion Monthly Latin America Bull 2X Fund 2,121,979
Direxion Monthly Dollar Bear 2X Fund —
Direxion Monthly Dollar Bull 2X Fund 788,978

At April 30, 2009 the following funds had capital loss carryforwards on a tax basis of:

Expires
4/30/2016 4/30/2017 Total
Direxion Monthly NASDAQ-100 Bull 2X Fund — 32,940,296 32,940,296
Direxion Monthly NASDAQ-100 Bear 2X Fund — — —
Direxion Monthly S&P 500 Bull 2X Fund 259,451 11,832,432 12,091,883
Direxion Monthly S&P 500 Bear 2X Fund — — —
Direxion Monthly Latin America Bull 2X Fund — 224,927,626 224,927,626
Direxion Monthly Dollar Bear 2X Fund — 5,265,878 5,265,878

Direxion Monthly Dollar Bull 2X Fund — — _
To the extent that the Funds realize future net capital gains, those gains will be offset by any unused capital loss carryover.

The Funds have adopted financial reporting rules regarding recognition and measurement of tax positions taken or expected
to be taken on a tax return. The Funds have reviewed all open tax years and concluded that there is no effect to the Fund's
financial positions or results of operations and no tax liability resulting from unrecognized tax benefits relating to uncertain
income tax position taken or expected to be taken on a tax return. Open tax years are those years that are open for
examination by the relevant income taxing authority. As of October 31,2009, open Federal and state income tax years include
the tax years ended April 30, 2007, April 30, 2008 and April 30, 2009. The Funds have no examinations in progress. The Funds
are also not aware of any tax positions for which it is reasonably possible that the total amounts of unrecognized tax expense
will significantly change in twelve months.

1) Credit Facility — U.S. Bank, N.A. (“U.S. Bank”) had made available to the Direxion Monthly Latin America Bull 2X Fund a
credit facility pursuant to a Line of Credit Agreement (“Line of Credit”) for meeting redemption requests. Available borrowing
under the Line of Credit is limited to the lesser of $14,500 or 33.33% of the Fund's net assets. Borrowings under the Line of
Credit are charged at prime rate less 2%. The Fund did not utilize the credit facility for the six months ended October 31, 2009.

m) Guarantees and Indemnifications — In the ordinary course of business, the Funds enter into contracts that contain a
variety of indemnification provisions pursuant to which the Funds agree to indemnify third parties upon occurrence of
specified events. The Fund's maximum exposure relating to these indemnification agreements is unknown. However, the
Funds have not had prior claims or losses in connection with these provisions and believe the risk of loss is remote.

n) Use of Estimates — The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.
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3. REVERSE STOCK SPLITS

During the year ended April 30, 2009, shares of the Direxion Monthly NASDAQ-100 Bull 2X Fund, Direxion Monthly S&P 500
Bull 2X Fund and the Direxion Monthly Latin America Bull 2X Fund were adjusted to reflect a reverse stock split. The effect of
the reverse stock split was to reduce the number of shares outstanding while maintaining the Fund’s and each shareholders
aggregate net asset value. A summary of the reverse stock splits is as follows:

Net Asset Value  Net Asset Value  Shares OQutstanding  Shares OQutstanding

Date Rate Before Split After Split Before Split After Split

Direxion Monthly

NASDAQ-100 Bull 2X

Fund 12/15/2008 7:1 $3.49 $24.43 6,058,704 865,529
Direxion Monthly S&P 500

Bull 2X Fund 12/15/2008 5:1 434 21.70 10,143,247 2,028,649
Direxion Monthly Latin

America Bull 2X Fund 12/15/2008 5:1 3.83 19.15 8,682,787 1,736,557

The reverse stock splits had no impact on the net assets of the funds.

4. CAPITAL SHARE TRANSACTIONS

Capital share transactions for the Funds during the six months ended October 31, 2009 and year ended April 30, 2009 were as
follows:

Direxion Monthly Direxion Monthly
NASDAQ-100 Bull 2X Fund' NASDAQ-100 Bear 2X Fund
Six Months Ended Six Months Ended
October 31, Year Ended October 31, Year Ended
2009 April 30, 2009 April 30,
(Unaudited) 2009 (Unaudited) 2009
Shares sold 2,643,039 18,646,631 14,327,623 10,326,433
Shares issued in reinvestment of distributions — 165,761 — 21,427
Shares redeemed (2,872,479) (19,328,806) (13,862,168) (10,472,613)
Total net increase (decrease) from capital share transactions (229,440) (516,414) 465,455 (124,753)
Direxion Monthly Direxion Monthly
S&P 500 Bull 2X Fund? S&P 500 Bear 2X Fund
Six Months Ended Six Months Ended
October 31, Year Ended October 31,
2009 April 30, 2009 Year Ended
(Unaudited) 2009 (Unaudited) April 30, 2009
Shares sold 7,027,893 37,393,557 18,757,325 28,196,795
Shares issued in reinvestment of distributions — 4,480 — 23,336
Shares redeemed (8,742,458) (36,287,404) (18,503,261) (27,389,095)
Total net increase (decrease) from capital share
transactions (1,714,565) 1,110,633 254,064 831,036
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Direxion Monthly
Latin American Bull 2X Fund®

Direxion Monthly
Dollar Bear 2X Fund

Six Months Ended

Six Months Ended

October 31, October 31, Year Ended
2009 Year Ended 2009 April 30,
(Unaudited) April 30, 2009 (Unaudited) 2009
Shares sold 2,429,436 13,658,016 3,936,103 15,142,762
Shares issued in reinvestment of distributions — 971,447 — —
Shares redeemed (2,264,562) (20,684,594) (3,987,090) (15,481,362)
Total net increase (decrease) from capital share
transactions 164,874 (6,055,131) (50,987) (338,600)
Direxion Monthly
Dollar Bull 2X Fund
Six Months Ended
October 31, Period Ended
2009 April 30,
(Unaudited) 2009*
Shares sold 3,899,392 7,887,615
Shares issued in reinvestment of distributions — 6,138
Shares redeemed (3,626,287) (7,806,472)
Total net increase (decrease) from capital share transactions 273,105 87,281

' Capital share transactions prior to December 15, 2008 have been adjusted to reflect the effect of the 7:1 reverse stock split.

Capital share transactions prior to December 15, 2008 have been adjusted to reflect the effect of the 5:1 reverse stock split.
Capital share transactions prior to December 15, 2008 have been adjusted to reflect the effect of the 5:1 reverse stock split.

Commenced operations on June 2, 2008.
5. INVESTMENT TRANSACTIONS

During the six months ended October 31, 2009, the aggregate purchases and sales of investments (excluding short-term
investments, options, swaps and futures contracts) were:

Purchases Sales

Direxion Monthly NASDAQ-100 Bull 2X Fund $— $ —
Direxion Monthly NASDAQ-100 Bear 2X Fund — —
Direxion Monthly S&P 500 Bull 2X Fund — —
Direxion Monthly S&P 500 Bear 2X Fund — —
Direxion Monthly Latin America Bull 2X Fund — 79,861
Direxion Monthly Dollar Bear 2X Fund — —
Direxion Monthly Dollar Bull 2X Fund — —

There were no purchases or sales of long-term U.S. government securities during the six months ended October 31, 2009.

6. INVESTMENT ADVISORY AND OTHER AGREEMENTS

Investment Advisory Fees: The Funds have entered into an investment advisory agreement with the Adviser. The Adviser
receives a fee, computed daily and payable monthly, at the annual rates presented below as applied to each Fund'’s average
daily net assets. For the period May 1, 2009 through June 30, 2009, the Adviser had contractually agreed to pay all operating
expenses (excluding dividends on short positions), in excess of the annual cap on expenses presented below as applied to
each Fund’s average daily net assets. Under this contract, the Adviser could recover from the Funds the expenses paid in
excess of the annual cap on expenses for the three previous years. For the six months ended October 31, 2009, the Adviser
paid or recouped the following expenses:
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Annual Advisory rate

Annual cap on expense —
May 1, 2009 —
June 30, 2009

Expenses paid in excess of annual cap on expenses — May 1,
2009 through June 30, 2009

Advisory expense waiver recovery — May 1, 2009 through
June 30, 2009

Annual Advisory rate

Annual cap on expense —
May 1, 2009 — June 30, 2009

Expenses paid in excess of annual cap on expenses — May 1, 2009

through June 30, 2009

Direxion Direxion Direxion Direxion
Monthly Monthly Monthly Monthly
NASDAQ-100 NASDAQ-100 S&P 500 S&P 500
Bull 2X Fund  Bear 2X Fund  Bull 2X Fund  Bear 2X Fund
0.75% 0.75% 0.75% 0.75%
1.95% 1.95% 1.95% 1.95%
$2,999 $6,329 $ — $3,834
$ — $ — $519 $ —
Direxion Monthly Direxion Direxion

Latin America

Monthly Dollar

Monthly Dollar

Bull 2X Fund Bear 2X Fund Bull 2X Fund
0.75% 0.75% 0.75%
1.95% 1.95% 1.95%

$ — $ — $8,563
$17,908 $719 $§ —

Advisory expense waiver recovery — May 1, 2009 through June 30, 2009

On May 20, 2009, the Board of Trustees, based upon on management’s recommendation, approved a new Operating Services
Agreement (the “Agreement”). Under the Agreement, the Adviser will be responsible for all expenses of the Trust except the
following: management fees, distribution and/or service fees, acquired fund fees, taxes, leverage interest, dividends or
interest on short positions, other interest expenses, brokerage commission and other extraordinary expenses outside the
typical day-to-day operations of the Funds. Effective July 1, 2009, the annual expense caps are no longer applicable. The
Adviser relinquished all recovery of expenses waived by the Funds for the previous three years through June 30, 2009.

In consideration for the services rendered pursuant to the Agreement, the Funds will pay to the Adviser, as compensation for
the services provided by the Adviser under the Agreement, a monthly fee. The monthly fee is calculated on an annualized
basis on the average net assets of each Fund and the below amount:

Direxion Monthly NASDAQ-100 Bull 2X Fund
Direxion Monthly NASDAQ-100 Bear 2X Fund
Direxion Monthly S&P 500 Bull 2X Fund
Direxion Monthly S&P 500 Bear 2X Fund
Direxion Monthly Latin America Bull 2X Fund
Direxion Monthly Dollar Bear 2X Fund
Direxion Monthly Dollar Bull 2X Fund

Expenses subject to potential recovery relinquished by Adviser:

Direxion Monthly NASDAQ-100 Bull 2X Fund
Direxion Monthly NASDAQ-100 Bear 2X Fund
Direxion Monthly S&P 500 Bull 2X Fund
Direxion Monthly S&P 500 Bear 2X Fund
Direxion Monthly Latin America Bull 2X Fund
Direxion Monthly Dollar Bear 2X Fund
Direxion Monthly Dollar Bull 2X Fund
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0.65%
0.65%
0.65%
0.65%
0.65%
0.65%
0.65%

$248,561
$192,598
$147,645
$222,673
$ 60,903
$158,595
$ 59,333




Distribution Expenses:

Shares of the Funds are subject to an annual 12b-1 fee of up to 1.00% of a Fund’s average daily net assets. The Funds
currently pay a 12b-1 fee of 0.25% of the Fund's average daily net assets.

Shareholder Servicing Fees:

The Board of Trustees has also authorized each Fund's shares to pay a shareholder servicing fee of 0.25% of each Fund’s
average daily net assets. The Trust, on behalf of each Fund, pays the fee to financial institutions and other persons who
provide services and maintain shareholder accounts.

With the above changes to the Fund, effective July 1, 2009, the total expense ratios of the Funds are as follows:

Direxion Monthly NASDAQ-100 Bull 2X Fund 1.90%
Direxion Monthly NASDAQ-100 Bear 2X Fund 1.90%
Direxion Monthly S&P 500 Bull 2X Fund 1.90%
Direxion Monthly S&P 500 Bear 2X Fund 1.90%
Direxion Monthly Latin America Bull 2X Fund 1.90%
Direxion Monthly Dollar Bull 2X Fund 1.90%
Direxion Monthly Dollar Bear 2X Fund 1.90%

Rafferty Capital Markets, LLC (the “Distributor”) serves as principal underwriter of the Funds and acts as the Funds’
distributor in a continuous public offering of the Funds’ shares. The Distributor is an affiliate of the Adviser.

U.S. Bank N.A. and/or its affiliates receive revenue from certain broker-dealers that may receive Rule 12b-1 fees or other
payments from mutual funds in which certain Direxion Funds may invest. The Board of Trustees agreed to have 70% of the
fees received by U.S. Bank N.A. applied against transfer agent invoices. These expense reductions are reflected on the
Statement of Operations as “expenses paid indirectly”. For the six months ended October 31, 2009, the amount of transfer
agent expenses reduced by this revenue was as follows:

Direxion Monthly NASDAQ-100 Bull 2X Fund $ 4,802
Direxion Monthly NASDAQ-100 Bear 2X Fund 1,890
Direxion Monthly S&P 500 Bull 2X Fund 10,381
Direxion Monthly S&P 500 Bear 2X Fund 3,929
Direxion Monthly Latin America Bull 2X Fund 7,179
Direxion Monthly Dollar Bear 2X Fund 3,682
Direxion Monthly Dollar Bull 2X Fund 949

7. VALUATION MEASUREMENTS

The Funds have adopted authoritative fair valuation accounting standards which establish an authoritative definition of fair
value and set out a hierarchy for measuring fair value. These standards require additional disclosures about the various
inputs and valuation techniques used to develop the measurements of fair value and a discussion in changes in valuation
techniques and related inputs during the period. These inputs are summarized in the three broad levels below:

Level 1 — Quoted prices in active markets for identical securities

Level 2 — Other significant observable inputs (including quoted prices for similar securities, interest rates, prepayment
speeds, credit risk, etc.)

Level 3 - Significant unobservable inputs (including the Fund's own assumptions in determining fair value of
investments)
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The inputs or methodology used for valuing securities are not an indication of the credit risk associated with investing in

those securities.

The follow is a summary of the inputs used to value the Fund’s net assets as of October 31, 2009:

Short-Term Investments
Other Financial Instruments*

Short-Term Investments
Other Financial Instruments*

Short-Term Investments
Other Financial Instruments*

Short-Term Investments
Other Financial Instruments*

Short-Term Investments
Other Financial Instruments*

Short-Term Investments
Other Financial Instruments*

Short-Term Investments
Other Financial Instruments*

Direxion Monthly NASDAQ-100 Bull 2X Fund

Level 1 Level 2 Level 3 Total
$31,878,821 $ — $— $31,878,821
$ —  $(2,184,991) $— $(2,184,991)

Direxion Monthly NASDAQ-100 Bear 2X Fund
Level 1 Level 2 Level 3 Total
$4669540 $§ — $— $4,669,540
$ —  $242,159 $— $ 242,159

Direxion Monthly S&P 500 Bull 2X Fund

Level 1 Level 2 Level 3 Total
$12,707,933 $ — $— $12,707,933
$ —  $(1,235,385) $— $(1,235,385)

Direxion Monthly S&P 500 Bear 2X Fund
Level 1 Level 2 Level 3 Total
$16,871,470 $ — $— $16,871,470

$ —  $198,964 $— $ 198,964

Direxion Monthly Latin America Bull 2X Fund
Level 1 Level 2 Level 3 Total

$96,660,328 $ — $— $ 96,660,328
$ —  $(18,974,605) $— $(18,974,605)
Direxion Monthly Dollar Bear 2X Fund
Level 1 Level 2 Level 3 Total
$10,556,823 $— $— $10,556,823
$ 68,997 $— $— $ 68,997
Direxion Monthly Dollar Bull 2X Fund
Level 1 Level 2 Level 3 Total
$4,174,472 $— $— $4,174,472
$ (249 $— $— 8 (2419

* Other financial instruments are derivative instruments not reflected in the Schedule of Investments, such as futures and swap
contracts. Futures and swap contracts are valued at the unrealized appreciation (depreciation) on the instrument.

8. ADDITIONAL DISCLOSURES ABOUT DERIVATIVE INSTRUMENTS

The Funds have adopted authoritative standards of accounting for derivative instruments which establish disclosure
requirements for derivative instruments. These standards improve financial reporting for derivative instruments by requiring
enhanced disclosures that enables investors to understand how and why a fund uses derivatives instruments, how
derivatives instruments are accounted for and how derivative instruments affect a fund’s financial position and results of

operations.

The Funds uses derivative instruments as part of its principal investment strategy to achieve its investment objective. As of
October 31, 2009, the Funds were invested in futures and equity swap contracts.
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At October 31, 2009, the fair value of derivatives instruments were as follows:

Asset derivatives'

Foreign exchange risk Equity risk Total

Direxion Monthly NASDAQ-100 Bear 2X Fund Swap contracts § — $242,159  $242,159
Total $ — $242,159  $242,159
Direxion Monthly S&P 500 Bear 2X Fund Swap contracts § — $198,964  $198,964
Total $§ — $198,964  $198,964
Direxion Monthly Dollar Bear 2X Fund Futures contracts® $68,997 § — $68997
Total $68,997 § — §$68997

! Statement of Assets and Liabilities location: Unrealized appreciation on swaps and variation margin receivable.
* Cumulative appreciation of futures contracts as reported in the Schedule of Investments.
Only current day’s variation margin, if any, is reported within the Statement of Assets and Liabilities.

Liability derivatives’

Foreign exchange risk Equity risk  Total

Direxion Monthly NASDAQ-100 Bull 2X Fund Swap contracts § — $ 2,184,991 §$ 2,184,991
Total $ — $2,184991 $ 2,184,991
Direxion Monthly S&P 500 Bull 2X Fund Swap contracts § — $1,235385 §$ 1,235,385
Total $§ — $ 1,235,385 §$ 1,235,385
Direxion Monthly Latin America Bull 2X Fund Swap contracts $ — $18,974,605 $18,974,605
Total $ — $18,974,605 $18,974,605
Direxion Monthly Dollar Bull 2X Fund Futures contracts* $2,419 $ — § 2419
Total $2,419 $ — $§ 2419

! Statement of Assets and Liabilities location: Unrealized depreciation on swaps and variation margin payable.
* Cumulative depreciation of futures contracts as reported in the Schedule of Investments.
Only current day's variation margin, if any, is reported within the Statement of Assets and Liabilities.

Transactions in derivative instruments during the year ended October 31, 2009, were as follows:

Foreign exchange risk Equity risk  Total

Direxion Monthly NASDAQ-100 Bull 2X Fund

Realized gain (loss)'

Swap contracts $ — $11,524,029 §$ 11,524,029

Total realized gain (loss) $ = $11,524,029 § 11,524,029

Change in unrealized

appreciation (depreciation)?

Swap contracts $ — $ (3,217,406) $ (3,217,406)

Total change in unrealized

appreciation (depreciation) $ = $ (3,217,406) $ (3,217,406)
Direxion Monthly NASDAQ-100 Bear 2X Fund  Realized gain (loss)'

Swap contracts $ — $ (7,028,959) $ (7,028,959)

Total realized gain (loss) $ — $ (7,028,959) $ (7,028,959)

Change in unrealized

appreciation (depreciation)?

Swap contracts $ — $ 972735 $§ 972,735

Total change in unrealized

appreciation (depreciation) $ = $ 97273 § 972,713
Direxion Monthly S&P 500 Bull 2X Fund Realized gain (loss)'

Futures contracts $ o $ (162,475) $ (162,475)

Swap contracts — 20,106,086 20,106,086

Total realized gain (loss) $ = $19,943611 §19,943611

Change in unrealized

appreciation (depreciation)?

Futures contracts $ — $ 1833 § 18335

Swap contracts — (2,254,404)  (2,254,404)

Total change in unrealized

appreciation (depreciation) $ = $ (2,236,069) $ (2,236,069)
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Foreign exchange risk Equity risk  Total

Direxion Monthly S&P 500 Bear 2X Fund Realized gain (loss)'
Futures contracts $ — $ 4,705 $ 4,705
Swap contracts — (17,003,975)  (17,003,975)
Total realized gain (loss) $ — $(16,999,270) $(16,999,270)

Change in unrealized
appreciation (depreciation)?

Swap contracts $ — $ 2,565,569 $§ 2,565,569

Total change in unrealized

appreciation (depreciation) $ — $ 2,565,569 $ 2,565,569
Direxion Monthly Latin America Bull 2X Fund Realized gain (loss)'

Swap contracts $ — $63,823518 § 63,823,518

Total realized gain (loss) $ = $ 63,823,518 § 63,823,518

Change in unrealized
appreciation (depreciation)?

Swap contracts $ — $(18,974,605) $(18,974,605)

Total change in unrealized

appreciation (depreciation) $ = $(18,974,605) $(18,974,605)
Direxion Monthly Dollar Bear 2X Fund Realized gain (loss)'

Futures contracts $2,382,429 $ — $ 2,382,429

Total realized gain (loss) $ 2,382,429 $ — $ 2,382,429

Change in unrealized
appreciation (depreciation)?

Futures contracts $ (107,825) $ — $ (107,825)

Total change in unrealized

appreciation (depreciation) $ (107,825) $ — $ (107,825)
Direxion Monthly Dollar Bull 2X Fund Realized gain (loss)'

Futures contracts $(1,312,020) $ — $ (1,312,020

Total realized gain (loss) $(1,312,020) $ — §$ (1,312,020)

Change in unrealized
appreciation (depreciation)?

Futures contracts $ 24,685 $ — $ 24,685
Total change in unrealized
appreciation (depreciation) $ 24685 $ — $§ 24685

! Statement of Operations location: Net realized gain (loss) on futures and swaps.
2 Statement of Operations location: Change in unrealized appreciation (depreciation) on futures and swaps.

For the six months ended October 31, 2009, the quarterly average gross notional amounts of the derivatives held by the Funds
were as follows:

Long Short Long Equity Short Equity
Futures Contracts Futures Contracts Swaps Contracts Swaps Contracts

Direxion Monthly NASDAQ-100 Bull 2X Fund $ — $ — $ 62,559,181 $ —
Direxion Monthly NASDAQ-100 Bear 2X Fund — — — 13,394,572
Direxion Monthly S&P 500 Bull 2X Fund — 283,722 88,220,700 —
Direxion Monthly S&P 500 Bear 2X Fund — — — 42,380,677
Direxion Monthly Latin America Bull 2X Fund — — 149,711,635 —
Direxion Monthly Dollar Bear 2X Fund — 23,160,187 — —
Direxion Monthly Dollar Bull 2X Fund 9,685,546 — — —

9. SUBSEQUENT EVENTS

The Funds have adopted authoritative standards of accounting for and disclosure of events that occur after the balance
sheet date but before financial statements are issued or are available to be issued. These standards require the Funds to
recognize in the financial statements the effects of all recognized subsequent events that provide additional evidence about
conditions that existed at the date of the balance sheet. For nonrecognized subsequent events that must be disclosed to
keep the financial statements from being misleading, the Funds are required to disclose the nature of the event as well as an
estimate of its financial effect, or a statement that such an estimate cannot be made. In addition, the Funds are required to
disclose the date through which subsequent events have been evaluated. The Funds have evaluated subsequent events
through the issuance of their financial statements on December 30, 2009.
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AbbiTioNAL INFORMATION

(UNAuDITED)

HOUSEHOLDING

In an effort to decrease costs, the Funds intend to reduce the number of duplicate prospectuses, Annual and Semi-Annual
Reports, proxy statements and other similar documents you receive by sending only one copy of each to those addresses
shared by two or more accounts and to shareholders we reasonably believe are from the same family or household.
Householding begins once you have signed your account application. After such time, if you would like to discontinue
householding for your accounts, please call toll-free at (800) 851-0511 to request individual copies of these documents. Once
the Funds receive notice to stop householding, we will begin sending individual copies thirty days after receiving your
request. This policy does not apply to account statements.
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INvESTMENT ADVISORY AGREEMENT APPROVAL

Provided below is a summary of certain of the factors the Board considered at its August 26, 2009 Board meeting in renewing
the Advisory Agreement (“Agreement”) between Rafferty Asset Management (“Rafferty”) and the Direxion Funds (the
“Trust”), on behalf of the Direxion Monthly Dollar Bull 2X Fund, Direxion Monthly Dollar Bear 2X Fund, Direxion Monthly Latin
America Bull 2X Fund, Direxion Monthly NASDAQ-100® Bull 2X Fund, Direxion Monthly NASDAQ-100® Bear 2X Fund, Direxion
Monthly S&P 500® Bull 2X Fund and Direxion Monthly S&P 500® Bear 2X Fund (each a “Fund” and collectively, the “Funds”).
The Board did not identify any particular information that was most relevant to its consideration to approve the Agreement
and each Trustee may have afforded different weight to the various factors. In determining whether to approve the
continuance of the Agreement, the Board considered the bestinterests of each Fund separately. In addition, the Board noted
that the Trustees have considered various reports and information provided throughout the year at their regular Board
meetings and otherwise. While the Agreement for all of the Funds was considered at the same Board meeting, the Board
considered each Fund's investment advisory relationship separately.

In each instance, the Board considered, among other things, the following factors: (1) the nature and quality of the services
provided; (2) the investment performance of the Fund to the extent applicable; (3) the cost to Rafferty for providing services
and the profitability of the advisory business to Rafferty, if such information was provided; (4) the extent to which economies
of scale have been taken into account in setting fee schedules; (5) whether fee levels reflect these economies of scale, if
any, for the benefit of Fund shareholders; (6) comparisons of services and fees with contracts entered into by Rafferty with
other clients (such as pension funds and other institutional investors), if any; and (7) other benefits derived or anticipated to
be derived by Rafferty from its relationship with the Funds.

Nature, Extent and Quality of Services Provided. The Board reviewed the nature, extent and quality of the services
provided or to be provided under the Agreement by Rafferty. The Board noted that Rafferty has provided services to the Trust
since its inception and has developed an expertise in managing the Funds, particularly with their leveraged strategy. The
Board also noted that Rafferty trades efficiently with low commission schedules, which helps improve performance results.
The Board considered Rafferty’s representation that it has the financial resources and appropriate staffing to manage the
Funds and meet its expense reimbursement obligations, if any. The Board also considered that Rafferty utilizes the services
of anindependent compliance consulting firm and that reports from the chief compliance officer are provided to the Board at
its regularly scheduled quarterly Board meetings. The Board considered that Rafferty oversees all aspects of the operation
of the Funds, including oversight of the Funds’ service providers. Based on these and other considerations, the Board
determined that, in the exercise of its business judgment, the nature, extent and quality of the services provided by Rafferty
to the Funds under the Agreement were fair and reasonable.

Performance of the Funds. The Board evaluated the performance of the Funds relative to: (1) performance models for the
year-to-date period ended June 30, 2009; and (2) market indices for the year-to-date period ended June 30, 2009. The Board
considered Rafferty’s explanation that the Funds’ performance is more appropriately compared to the models rather than to
the market indices. The Board also considered Rafferty’s explanation that the Funds are difficult to categorize with other
Lipper peer group funds because the Funds seek daily investment results that are leveraged and the Lipper peer group funds
generally do not.

The Board noted Rafferty’s explanation that the performance of a Fund and its model typically will differ materially from the
performance of the Fund’s benchmark index because the benchmark index’s performance does not reflect the effects of a
leveraged investment strategy. In addition, the Board noted that a Fund's performance will be adversely affected by fund
expenses and cash flows into and out of the Fund, which are not factors that impact the performance of the Fund’s model and
benchmark index.

With respect to the Direxion Monthly Dollar Bull 2X Fund, the Board considered that the Fund underperformed its model for
the relevant period ended June 30, 2009. The Board noted Rafferty’s representation that the Fund’s underperformance was
due in part to daily price deviations between the time when Rafferty rebalanced the Fund’s portfolio and the close of the
markets. On certain days, this deviation resulted in a loss for the Fund. The Board noted that the Fund’s model is not affected
by these daily deviations.
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INvESTMENT ADVISORY AGREEMENT APPROVAL

With respect to the Direxion Monthly Dollar Bear 2X Fund, the Board considered that the Fund outperformed its model for the
relevant period ended June 30, 2009.

With respect to the Direxion Monthly Latin America Bull 2X Fund, the Board considered that the Fund underperformed its
model for the relevant period ended June 30, 2009. The Board noted Rafferty’s representation that the Fund’s under-
performance was due in part to daily price deviations between the time when Rafferty rebalanced the Fund's portfolio and
the close of the markets. On certain days, this deviation resulted in a loss for the Fund. The Board noted that the Fund’s model
is not affected by these daily deviations.

With respect to the Direxion Monthly NASDAQ-100® Bull 2X Fund, the Board considered that the Fund outperformed its
model for the relevant period ended June 30, 2009.

With respect to the Direxion Monthly NASDAQ-100® Bear 2X Fund, the Board considered that the Fund underperformed its
model for the relevant period ended June 30, 2009. The Board noted that the amount by which the Fund underperformed its
model was less than its expense ratio.

With respect to the Direxion Monthly S&P 500® Bull 2X Fund, the Board considered that the Fund underperformed its model
for the relevant period ended June 30, 2009. The Board noted that the amount by which the Fund underperformed its model
was less than its expense ratio.

With respect to the Direxion Monthly S&P 500® Bear 2X Fund, the Board considered that the Fund underperformed its model
for the relevant period ended June 30, 2009. The Board noted that the amount by which the Fund underperformed its model
was less than its expense ratio.

Costs of Services Provided to the Funds and Profits Realized. The Board considered the overall fees paid to Rafferty on an
annual basis since each Fund’s commencement of operations, including any fee waivers and recoupment of fees previously
waived. The Board also considered advisory fees charged by, and total expense ratios of, comparable fund groups. In this
regard, management advised the Board that the advisory fees for each of the Funds is similar to and, in some cases lower
than, the advisory fees for the comparable fund groups. The Board also considered that the total expense ratios for the Funds
generally higher than comparable funds. However, Rafferty indicated that the comparable fund groups have higher asset
levels, which account in part for their lower total expense ratios. The Board also considered the fees that Rafferty charges
for the services that it provides to a pooled trading vehicle for domestic hedge funds.

The Board considered that Rafferty contractually agreed to limit the total expenses for the most recent and upcoming fiscal
years for each Fund via fee waivers and/or expense limitations. The Board also considered the overall profitability of
Rafferty’s investment business and its representation that it does not allocate internal costs and assess profitability with
respect to its services to individual Funds. Based on these considerations, the Board determined that, in the exercise of its
business judgment, the costs of the services provided and the profits realized under the Agreement were fair and
reasonable.

Economies of Scale. The Board considered Rafferty’s representation that it believes that asset levels at this time are not
sufficientto achieve economies of scale or warrant a reduction in fee rates or the addition of breakpoints. Rafferty noted that
it was continuing to work on its sales and marketing efforts to raise additional assets. Based on these and other
considerations, the Board determined that, in the exercise of its business judgment, the reduction in fee rates or additions of
breakpoints was not necessary at this time.

Other Benefits. The Board considered Rafferty’s representation that its relationship with the Funds has permitted Rafferty
to attract business to its non-mutual fund account. The Board also considered that Rafferty’s overall business with
brokerage firms helps to lower commission rates and provide better execution for Fund portfolio transactions. Based on
these and other considerations, the Board determined that, in the exercise of its business judgment, the benefits were fair
and reasonable.
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INvESTMENT ADVISORY AGREEMENT APPROVAL

Conclusion. Based on, but not limited to, the above considerations and determinations, the Board determined that the
Agreement for the Funds was fair and reasonable in light of the services to be performed, fees, expenses and such other
matters as the Board considered relevant in the exercise of its business judgment. On this basis, the Board unanimously
voted in favor of the continuance of the Agreement.
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PRIVACY NOTICE

At the Direxion Funds, we are committed to protecting
your privacy. To open and service your Direxion accounts,
we collect and maintain certain nonpublic personal infor-
mation about you, such as your address, phone number,
social security number, purchases, sales, account bal-
ances, bank account information and other personal
financial information. We collect this information from
the following sources:

¢ Account applications or other forms on which you pro-
vide information,

* Mail, e-mail, the telephone and our website, and

* Your transactions and account inquiries with us.

We safeguard the personal information that you have
entrusted to us in the following ways:

¢ As a general policy, only those employees who maintain
your account and respond to your requests for additional
services have access to your account information.

¢ \We maintain physical, electronic, and procedural safe-
guards to insure the security of your personal informa-
tion and to prevent unauthorized access to your
information.

We do not disclose any nonpublic personal information
about you or our former shareholders to anyone, except as
permitted or required by law. In the course of conducting
business and maintaining your account we may share
shareholder information, as allowed by law, with our
affiliated companies and with other service providers,
including financial intermediaries, custodians, transfer
agents and marketing consultants. Those companies
are contractually bound to use that information only for
the services for which we hired them. They are not
permitted to use or share our shareholders’ nonpublic
personal information for any other purpose. There also
may be times when we provide information to federal,
state or local authorities as required by law.

In the event that you hold fund shares of Direxion through
a financial intermediary, including, but not limited to, a
broker-dealer, bank, or trust company, the privacy policy
of your financial intermediary would govern how your
nonpublic personal information would be shared with
nonaffiliated third parties.

For questions about our policy, please contact us at
(800) 851-0511.

This page is not a part of the semi-annual report.
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direXion

Direxionfunds
33 Whitehall Street, 10th Floor New York, New York 10004 (800) 851-0511

Investment Advisor
Rafferty Asset Management, LLC
33 Whitehall Street, 10th Floor
New York, NY 10004

Administrator, Transfer Agent, Dividend
Paying Agent & Shareholding Servicing
Agent
U.S. Bancorp Fund Services, LLC
P.0. Box 1993
Milwaukee, WI 53201-1993

Custodian
U.S. Bank, N.A.
1555 RiverCenter Dr. Suite 302
Milwaukee, WI 53212

Independent Registered Public Accounting Firm
Ernst & Young LLP
5 Times Square
New York, NY 10036

Distributor

Rafferty Capital Markets, LLC

59 Hilton Avenue

Garden City, NY 11530
The Fund’s Proxy Voting Policies are available without
charge by calling 1-800-851-0511, or by accessing the
SEC’s website, at www.sec.gov.
The actual voting records relating to portfolio securities
during the most recent twelve month period ended
June 30 (starting with the year ending June 30, 2005)
will be available without charge by calling 1-800-851-0511
or by accessing the SEC’s website at www.sec.gov.
The Funds file complete schedules of portfolio holdings
with the SEC on Form N-Q. The Form N-Q will be
available without charge, upon request, by calling
1-800-851-0511, or by accessing the SEC’s website,
at www.sec.gov. The Fund’s Forms N-Q may be
reviewed and copied at the Commission’s Public Ref-
erence Room in Washington, D.C. Information on the
operation of the Public Reference Room may be
obtained by calling 1-800-SEC-0330.
This report has been prepared for shareholders and
may be distributed to others only if preceded or
accompanied by a current prospectus.
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