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Dear Shareholders,

This Semi-Annual Report for the Spectrum Funds covers the period from September 1, 2007 to February 29, 2008 (the “Semi-
Annual Period”). This Report covers the Spectrum Global Perspective Fund (the ”Global Fund”), the Spectrum Equity
Opportunity Fund (the ”Equity Fund”) and the Spectrum Select Alternative Fund, (the ”Select Alternative Fund”). Hundredfold
Advisors, LLC (the “Sub-Advisor”), serves as the sub-advisor to the Spectrum Funds.

During the Semi-Annual Period, the DJ Industrial Average Index returned �7.04%, the S&P 500 Index returned �8.79% and
the Nasdaq-100 Index returned �12.01%. Emerging Markets outpaced domestic returns, with the MSCI Emerging Markets
Index rising 8.15% and the Lehman U.S. Aggregate Bond Index gaining 5.70% for the Semi-Annual Period.

The overall returns for the Semi-Annual Period were impacted by rising energy and commodity prices, continued problems in
the mortgage markets which led to a credit squeeze, a weakening U.S. dollar and fears of a U.S. recession. The Federal
Reserve Board responded with five reductions in its target for the Federal Funds Rate, resulting in a target rate of 3% at the
end of the Semi-Annual Period, its’ lowest level since June 2005.

The Global Fund seeks a high total rate of return (income from short-term trading plus capital appreciation) on an annual
basis. The Global Fund returned �3.03%, on a total return basis, during the Semi-Annual Period, compared to �8.79% for the
S&P 500 Index.

The Equity Fund seeks a high total rate of return (income from short-term trading plus capital appreciation) on an annual
basis. The Equity Fund returned �6.48%, on a total return basis, during the Semi-Annual Period, compared to �8.79% for the
S&P 500 Index.

The Select Alternative Fund seeks a moderate total rate of return, including income and capital appreciation on an annual
basis. The Select Alternative Fund returned �3.18%, on a total return basis, during the Semi-Annual Period, compared to
�8.79% for the S&P 500 Index and 5.70% for the Lehman U.S. Aggregate Bond Index.

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

Best Regards,

Daniel O’Neill Ralph Doudera
Direxion Funds Hundredfold Advisors, LLC

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 be 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 ratio of the Spectrum Global Perspective Fund, Spectrum Equity Opportunity Fund and the
Spectrum Select Alternative Fund is 2.37%, 2.60%, 2.55%, 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: April 29, 2008
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HCM Freedom Fund
Expense Example (Unaudited)

February 29, 2008

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 distribu-
tions; redemption fees; and exchange fees; and (2) ongoing
costs, including management fees; distribution and/or ser-
vice fees; and other fund expenses. This example is intended
to help you understand your ongoing costs (in dollars) of
investing in the HCM Freedom 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 for the entire period
(September 1, 2007 - February 29, 2008).

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 Fund’s transfer agent.
If you request a redemption be made by wire transfer,
currently a $15.00 fee is charged by the Fund’s transfer
agent. However, the example below does not include port-
folio 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 Fund’s 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 Fund 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 outgoing 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.

Beginning
Account Value

September 1, 2007

Ending
Account Value

February 29, 2008

Expenses Paid
During Period

September 1, 2007 -
February 29, 2008*

HCM Freedom Fund (Unaudited)

Actual $1,000.00 $1,025.20 $12.34
Hypothetical (5% return before expenses) 1,000.00 1,012.68 12.26

* Expenses are equal to the Fund’s annualized expense ratio of 2.45%, multiplied by the average account value over the period, multiplied
by 182/366 to reflect the one-half year period.
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HCM Freedom Fund
Allocation of Fund Holdings (Unaudited)

February 29, 2008
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These percentages in the graphs are calculated based on net assets.

* Cash equivalents and other assets less liabilities.
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Financial Highlights

Six Months Ended
February 29, 2008

(Unaudited)

Year Ended
August 31,

2007

Year Ended
August 31,

2006

September 27, 20041

to August 31,
2005

Service Class
Spectrum Global Perspective Fund

Per share data:
Net asset value, beginning of period/year $ 24.73 $ 25.93 $ 23.46 $ 20.00
Income (loss) from investment operations:
Net investment income (loss)4 (0.06) (0.03) 0.06 (0.03)8

Net realized and unrealized gain (loss) on investments6 (0.23) 2.86 4.49 3.80
Total from investment operations (0.29) 2.83 4.55 3.77

Less distributions:
Dividends from net investment income (0.84) (0.34) — (0.26)
Distributions from realized gains (3.56) (3.69) (2.08) (0.05)

Total distributions (4.40) (4.03) (2.08) (0.31)
Net asset value, end of period/year $ 20.04 $ 24.73 $ 25.93 $ 23.46

Total return7 (3.03%)2 11.32% 20.43% 18.88%2

Supplemental data and ratios:
Net assets, end of period/year $102,826,593 $110,763,695 $115,420,098 $71,084,937
Ratio of net expenses to average net assets excluding

short dividends3 2.37% 2.24% 2.23% 2.38%
Ratio of net expenses to average net assets including

short dividends3 — — — 2.39%
Ratio of net investment income (loss) to average net

assets including short dividends3 (0.51%) (0.12)% 0.25% (0.16)%9

Portfolio turnover rate5 964%2 1,259% 1,693% 1,152%2

1 Commencement of operations.
2 Not annualized.
3 Annualized.
4 Net investment income (loss) per share represents net investment income (loss) divided by the daily average shares of beneficial

interest outstanding throughout each period/year.
5 Portfolio turnover ratio is calculated without regard to short-term securities having a maturity of less than one year. Investments in

options, swaps, futures contracts and repurchase agreements are deemed short-term securities.
6 The amounts shown may not correlate with aggregate gains and losses of portfolio securities due to the timing of subscriptions and

redemptions of Fund shares.
7 All returns reflect reinvested dividends, if any, but do not reflect the impact of taxes.
8 Net investment income (loss) before dividends on short positions for the period ended August 31, 2005 was ($0.04).
9 Net investment income (loss) ratio included dividends on short positions. The ratio excluding dividends on short positions for the period

ended August 31, 2005 was (0.15%).

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

Six Months Ended
February 29, 2008

(Unaudited)

Year Ended
August 31,

2007

Year Ended
August 31,

2006

October 11, 20041

to August 31,
2005

Service Class
Spectrum Equity Opportunity Fund

Per share data:
Net asset value, beginning of period/year $ 21.24 $ 21.43 $ 21.85 $ 20.00
Income (loss) from investment operations:
Net investment income (loss)4 0.02 (0.03) 0.03 (0.16)
Net realized and unrealized gain (loss) on investments6 (1.15) 1.48 0.77 2.01

Total from investment operations (1.13) 1.45 0.80 1.85
Less distributions:
Dividends from net investment income (0.60) (0.31) — —
Distributions from realized gains (1.18) (1.33) (1.22) —

Total distributions (1.78) (1.64) (1.22) —
Net asset value, end of period/year $ 18.33 $ 21.24 $ 21.43 $ 21.85

Total return7 (6.48%)2 6.91% 3.85% 9.25%2

Supplemental data and ratios:
Net assets, end of period/year $24,088,870 $32,857,916 $48,874,897 $45,688,796
Ratio of net expenses to average net assets3 2.60% 2.40% 2.31% 2.50%
Ratio of net investment income (loss) to average net assets3 0.14% (0.14)% 0.15% (0.88)%
Portfolio turnover rate5 776%2 1,347% 2,310% 1,334%2

1 Commencement of operations.
2 Not annualized.
3 Annualized.
4 Net investment income (loss) per share represents net investment income (loss) divided by the daily average shares of beneficial

interest outstanding throughout each period/year.
5 Portfolio turnover ratio is calculated without regard to short-term securities having a maturity of less than one year. Investments in

options, swaps, futures contracts and repurchase agreements are deemed short-term securities.
6 The amounts shown may not correlate with aggregate gains and losses of portfolio securities due to the timing of subscriptions and

redemptions of Fund shares.
7 All returns reflect reinvested dividends, if any, but do not reflect the impact of taxes.

The accompanying notes are an integral part of these financial statements.
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Direxion Funds
NOTES TO THE FINANCIAL STATEMENTS

February 29, 2008 (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
40 series of which eight are included in this report, HCM Freedom Fund, PSI Calendar Effects Fund, PSI Core Strength Fund,
PSI Macro Trends Fund, PSI Total Return Fund, Spectrum Select Alternative Fund (formerly Spectrum High Yield Plus Fund),
Spectrum Global Perspective Fund and Spectrum Equity Opportunity Fund (each a “Fund” and collectively, the “Funds”). Each
Fund is a “non-diversified” series of the Trust pursuant to the 1940 Act. The PSI Core Strength Fund, the PSI Macro Trends Fund
and the PSI Total Return Fund commenced operations on January 8, 2007.

The objective of the HCM Freedom Fund is to seek long-term capital appreciation with lower volatility than the overall market by
investing in equity securities of domestic issuers, equity securities of foreign issuers, whether directly of indirectly through
sponsored or unsponsored American Depository Receipts (ADRs), exchange traded funds (ETFs), other investment companies
and foreign currencies. The objective of the PSI Calendar Effects Fund is to seek returns that equal or exceed the broad market as
measured by the Standard & Poor’s 500» Index (“S&P» 500 Index”) over a full market cycle while only seeking exposure to the
securities market approximately 30% of the time. The other 70% of the time, the Fund’s assets are maintained in money market
instruments. The objective of the PSI Core Strength Fund is to seek returns equal to or better than the return of the broad
U.S. stock market as measured by the S&P 500» Fund over a full market cycle. The PSI Macro Trends Fund seeks to implement
short or long strategies to achieve capital appreciation. The PSI Total Return Fund seeks income plus capital appreciation. The
objective of the Spectrum Select Alternative Fund is to seek income and capital appreciation on a total return basis by investing
primarily in high yield fixed-income securities, either directly or indirectly through exchange-traded funds (ETFs), other
investment companies and derivative instruments. The Spectrum Global Perspective Fund seeks income and capital appreciation
by investing in equity securities of foreign issuers either directly or indirectly through American Depository Receipts (ADRs),
ETFs, foreign currencies, other investment companies and derivative instruments. The Spectrum Equity Opportunity Fund seeks
income and capital appreciation by investing either directly in securities of domestic and foreign issuers or indirectly through
ADRs, ETFs, other investment companies and derivative instruments.

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.

a) Investment Valuation – Equity securities, over-the-counter (“OTC”) securities, swap agreements, closed-end investment
companies, options, futures and options on futures are valued at their last sales prices, or if not available, 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 (“NOCP”). 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 closing bid and asked prices provided by the Funds’ pricing
service or, if such prices 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 Funds’ pricing service provides a valuation
that in the judgment of Rafferty Asset Management, LLC (the “Adviser”) does not represent fair value, or the Fund or the 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.
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c) Swap Contracts – Each Fund may enter into equity swap contacts. Standard equity swap contracts are between two parties
that agree to exchange the returns (or differentials in rates of returns) 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). The
Fund’s obligations are accrued daily (offset by any amounts owed to the Funds.)

In a “long” swap agreement, the counterparty will generally agree to pay the Fund the amount, if any, by which the notional
amount the swap contract would have increased in value if the Fund had been invested in the particular securities, plus dividends
that would have been received on those securities. The Fund 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 or other underlying 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 amount of cash or liquid assets,
having an aggregate net asset value at least equal to such accrued excess is maintained in a segregated account by the Fund’s
custodian. 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 Fund on the notional amount are recorded as “unrealized gains or losses on swaps and futures” and when cash
is exchanged, the gain or loss is recorded as “realized gains or losses on swaps and futures”. 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 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 value of the swap, plus, in
certain instances, the Fund will agree to pay to the counterparty commissions or trading spreads on the notional amount. These
amounts are netted with any unrealized appreciation or depreciation to determine the value of the swap.

The Spectrum Select Alternative Fund may enter into credit default swaps. In a credit default swap, one party makes a stream of
payments to another party in exchange for the right to receive a specified return in the event of a default by a referenced entity,
typically corporate issues on its obligation. The stream of payments is recorded as an unrealized gain or loss and adjusted to include
up-front payments recorded as a component of unrealized gain or loss on swaps, and/or interest associated with the agreement
until the swap is sold or expires, at which point it is recognized as a component of realized gain or loss. The Fund may use the swaps
to attempt to gain exposure to debt securities without actually purchasing those securities or to hedge a position. The Fund may
purchase credit protection on the referenced entity of the credit default swap (“Buy Contract”) or provide credit protection on the
referenced entity of the credit default swap (“Sale Contract”). If a credit event occurs, the maximum payout amount for a sale
contract is limited to the notional amount of the swap contract (“Maximum Payout Amount”). Maximum Payout Amounts could
be offset by the subsequent sale, in any, of assets obtained via the execution of a payout event.

Swap contracts involve, to varying degrees, elements of market risk and exposure to loss in excess of the amount reflected in the
Statement of Assets and Liabilities. The notional amounts reflect the extent of the total investment exposure that each Fund has
under the swap contract. The primary risks associated with the use of swap agreements are imperfect correlation between
movements in the notional amount and the price of the underlying securities and the inability of counterparties to perform. A
Fund bears the risk of loss of the amount expected to be received under a swap contract in the event of default or bankruptcy of a
swap contract counterparty.

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 positions 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.
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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. 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 contract is 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.

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 all cash, cash
equivalents and liquid securities as collateral for written options, futures contracts and short positions.

g) Risks of Investing in Foreign Securities – The Spectrum Global Perspective and the Spectrum Equity Opportunity Funds
may invest 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.

Investments in foreign emerging markets present a greater risk than investing in foreign issuers in general. The risk of political or
social upheaval is greater in emerging markets. In addition, there may be risks of an economy’s dependence on revenues from
particular commodities, currency transfer restrictions, a limited number of potential buyers for such securities and delays and
disruption in securities settlement procedures.

h) Forward Currency Contracts – The Spectrum Global Perspective and Spectrum Equity Opportunity Funds may enter into
forward currency exchange contracts obligating the Funds to deliver and receive currency at a specified future date. Forward
contracts are valued daily, and unrealized appreciation and depreciation is recorded daily as the difference between the contract
exchange rate and the closing forward rate applied to the face amount of the contract. A realized gain or loss is recorded at the time
the forward contract is closed.

i) Foreign Currency Translations – The books and records of the Funds are maintained in U.S. dollars. Foreign currency
transactions are translated into U.S. dollars on the following basis: (i) market value of investment securities, assets and liabilities at
the daily rates of exchange, and (ii) purchases and sales of investment securities, dividend and interest income and certain expenses
at the rates of exchange prevailing on the respective dates of such transactions. For financial reporting purposes, the Funds do not
isolate changes in the exchange rate of investment securities from the fluctuations arising from changes in market prices of
securities. However, for federal income tax purposes, the Fund does isolate and treat as ordinary income the effect of changes in
foreign exchange rates on realized gain or loss from the sale of investment securities and payables and receivables arising from
trade-date and settlement-date differences.

j) Security Transactions – Investment transactions are recorded on the trade date. The Funds determine the gain or loss realized
from the investment transactions by comparing the identified cost, which is the same basis used for federal income tax purposes,
with the net sales proceeds.

k) 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.
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l) Income and Expenses – Dividend income is recorded on the ex-dividend date. Interest income, including amortization of
premium and discount, 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.

m) 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 U.S. generally accepted accounting principals. Distributions to shareholders are recorded on
the ex-dividend date.

The tax character of distributions for the Funds during the period ended February 29, 2008 and the year August 31, 2007 were as
follows:

Six Months
Ended

February 29,
2008

(Unaudited)

Year
Ended

August 31,
2007

Six Months
Ended

February 29,
2008

(Unaudited)

Year
Ended

August 31,
2007

Six Months
Ended

February 29,
2008

(Unaudited)

January 8,
20071 to

August 31,
2007

Six Months
Ended

February 29,
2008

(Unaudited)

January 8,
20071 to

August 31,
2007

HCM
Freedom Fund
Service Class

PSI Calendar
Effects Fund

Investor Class

PSI Core
Strength Fund
Investor Class

PSI Macro
Trends Fund

Investor Class

Distributions paid from:
Ordinary Income $2,654,179 $2,590,425 $166,001 $5,651,884 $ 100,003 $— $ 252,097 $—
Long-term capital gain — — — 248,036 958,683 — 913,194 —
Total distributions paid $2,654,179 $2,590,425 $166,001 $5,899,920 $1,058,686 $— $1,165,291 $—

1 Commencement of operations.

Six Months
Ended

February 29,
2008

(Unaudited)

January 8,
20071 to

August 31,
2007

Six Months
Ended

February 29,
2008

(Unaudited)

Year
Ended

August 31,
2007

Six Months
Ended

February 29,
2008

(Unaudited)

Year
Ended

August 31,
2007

Six Months
Ended

February 29,
2008

(Unaudited)

Year
Ended

August 31,
2007

PSI Total
Return Fund

Investor Class

Spectrum Select
Alternative Fund

Service Class

Spectrum Global
Perspective Fund

Service Class

Spectrum Equity
Opportunity Fund

Service Class

Distributions paid from:
Ordinary Income $ 615,493 $— $539,014 $1,153,008 $ 3,592,655 $17,128,547 $ 755,552 $2,953,212
Long-term capital gain 607,914 — 14,167 — 15,267,529 96,802 1,483,186 29,291
Total distributions paid $1,223,407 $— $553,181 $1,153,008 $18,860,184 $17,225,349 $2,238,738 $2,982,503

1 Commencement of operations.

As of August 31, 2007, the components of distributable earnings of the Funds were as follows:

HCM
Freedom

Fund

PSI
Calendar
Effects
Fund

PSI
Core

Strength
Fund

PSI
Macro
Trend
Fund

PSI
Total

Return
Fund

Spectrum
Alternative

Fund

Spectrum
Global

Perspective
Fund

Spectrum
Equity

Opportunity
Fund

Net unrealized
appreciation/(depreciation) $ (287,937) $ — $ 391,061 $(1,508,166) $ (71,942) $(221,907) $ (4,705,809) $ (452,722)

Undistributed ordinary income/(loss) 3,388,318 — — 652,307 477,915 239,959 12,415,159 1,292,719
Undistributed long-term gain/(loss) — — — — 75,793 — 144,249 1,820
Distributable earnings 3,388,318 — — 652,307 553,708 239,959 12,559,408 1,294,539
Other Accumulated gain/(loss) (18,501,426) (323,223) (656,765) (262,084) — (439,431) (154,019) (266,754)
Total Accumulated gain/(loss) $(15,401,045) $(323,223) $(265,704) $(1,117,943) $481,766 $(421,379) $ 7,699,580 $ 575,063

n) Use of Estimates – The preparation of financial statements in conformity with U.S. generally accepted accounting principals
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of

43 DIREXION SEMI-ANNUAL REPORT



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.

3. CAPITAL SHARE TRANSACTIONS

Capital share transactions for the Funds during the period ended February 29, 2008 and the year August 31, 2007 were as follows:

Six Months
Ended

February 29,
2008

(Unaudited)

Year
Ended

August 31,
2007

Six Months
Ended

February 29,
2008

(Unaudited)

Year
Ended

August 31,
2007

Six Months
Ended

February 29,
2008

(Unaudited)

January 8,
20071 to

August 31,
2007

Six Months
Ended

February 29,
2008

(Unaudited)

January 8,
20071 to

August 31,
2007

HCM
Freedom Fund
Service Class

PSI Calendar
Effects Fund

Investor Class

PSI Core
Strength Fund
Investor Class

PSI Macro
Trends Fund

Investor Class

Shares Sold 63,442 126,903 874,049 3,447,226 670,277 3,414,775 657,112 3,561,196
Shares issued in reinvestment of

distributions 160,461 149,736 8,191 293,513 54,403 — 61,688 —
Shares redeemed (110,740) (1,603,698) (1,718,234) (5,069,451) (825,244) (2,190,030) (668,279) (1,446,371)
Net increase (decrease) from

capital share transactions 113,163 (1,327,059) (835,994) (1,328,712) (100,563) 1,224,745 50,521 2,114,825

1 Commencement of operations.

Six Months
Ended

February 29,
2008

(Unaudited)

January 8,
20071 to

August 31,
2007

Six Months
Ended

February 29,
2008

(Unaudited)

Year
Ended

August 31,
2007

Six Months
Ended

February 29,
2008

(Unaudited)

Year
Ended

August 31,
2007

Six Months
Ended

February 29,
2008

(Unaudited)

Year
Ended

August 31,
2007

PSI Total
Return Fund

Investor Class

Spectrum Select
Alternative Fund

Service Class

Spectrum Global
Perspective Fund

Service Class

Spectrum Equity
Opportunity Fund

Service Class

Shares Sold 469,776 1,981,839 350,569 1,101,989 274,287 757,541 48,177 254,303
Shares issued in reinvestment of

distributions 59,749 — 27,304 58,060 877,332 704,679 110,884 141,399
Shares redeemed (365,948) (498,779) (401,033) (287,101) (499,309) (1,433,777) (391,890) (1,129,355)
Net increase (decrease) from

capital share transactions 163,577 1,483,060 (23,160) 872,857 652,310 28,443 (232,829) 733,653

1 Commencement of operations.

4. INVESTMENT TRANSACTIONS

During the period ended February 29, 2008, the aggregate purchases and sales of investments (excluding short-term investments,
swaps, forward contracts and futures contracts) were:

Purchases Sales

HCM Freedom Fund $103,458,352 $111,436,277
PSI Calendar Effects Fund $106,938,854 $ 97,114,769
PSI Core Strength Fund $ 90,677,575 $104,459,056
PSI Macro Trends Fund $ 12,580,978 $ 18,493,636
PSI Total Return Fund $ 9,149,300 $ 7,826,854
Spectrum Select Alternative Fund $ 18,040,258 $ 21,716,515
Spectrum Global Perspective Fund $703,236,116 $782,447,155
Spectrum Equity Opportunity Fund $158,968,612 $182,034,730

There were no purchases or sales of long-term U.S. government securities during the period ended February 29, 2008 for any of
the Funds.
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The cost basis of investments for federal tax purposes as of February 29, 2008 was as follows:

HCM
Freedom

Fund

PSI
Calendar

Effects Fund

PSI Core
Strength

Fund

PSI Macro
Trend
Fund

PSI Total
Return
Fund

Spectrum
Alternative

Fund

Spectrum
Global

Perspective
Fund

Spectrum
Equity

Opportunity
Fund

Cost basis of investments for
federal income tax purposes $24,797,145 $11,395,513 $18,349,882 $40,324,088 $31,479,295 $39,293,715 $58,338,674 $9,901,538

Unrealized Appreciation 9,165 — 190,508 197,527 797,162 281,760 1,064,745 211,683
Unrealized Depreciation (331,725) (143,910) (210,996) (2,939,431) (364,239) (1,244,248) (7,117,978) (885,755)
Net unrealized

appreciation/(depreciation) $ (322,560) $ (143,910) $ (20,488) $ (2,741,904) $ 432,923 $ (962,488) $ (6,053,233) $ (674,072)

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.

At February 29, 2008, the following funds deferred, on a tax basis, post October losses of:

Post October
Loss

Deferred

Post October
Currency

Loss

HCM Freedom Fund 3,907,876 —
PSI Calendar Effects Fund 323,223 —
PSI Core Strength Fund 656,765 —
PSI Macro Trends Fund 262,084 —
PSI Total Return Fund — —
Spectrum Select Alternative Fund 61,789 —
Spectrum Global Perspective Fund — 154,019
Spectrum Equity Opportunity Fund 266,754 —

At February 29, 2008, the following funds had capital loss carryovers of:

Capital Loss Expiring 08/31/14 08/31/15

HCM Freedom Fund 8,742,217 5,679,579
PSI Calendar Effects Fund — —
PSI Core Strength Fund — —
PSI Macro Trends Fund — —
PSI Total Return Fund — —
Spectrum Select Alternative Fund 201,917 —
Spectrum Global Perspective Fund — —
Spectrum Equity Opportunity Fund — —

To the extent the Funds realize future net capital gains, those gains will be offset by any unused capital loss carryover. Spectrum
Select Alternative Fund utilized $974,847 of capital loss carryover to offset net capital gains in the current year.

Net investment income and realized gains and losses for federal income tax purposes may differ from that reported on the financial
statements because of permanent book-to-tax differences. U.S. generally accepted accounting principles require that permanent
differences between financial reporting and tax reporting be reclassified between various components of net assets.

5. INVESTMENT ADVISORY AND OTHER AGREEMENTS

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. In addition, the Adviser has
entered into sub-advisory agreements with Horizon Capital Management, Inc. for the HCM Freedom Fund, with Portfolio
Strategies, Inc. for the PSI Calendar Effects Fund, the PSI Core Strength Fund, the PSI Macro Trends Fund and the PSI Total
Return Fund, and with Hundredfold Advisors, LLC for the Spectrum Select Alternative Fund, the Spectrum Global Perspective
Fund and the Spectrum Equity Opportunity Fund (the “Sub-Advised Funds”) whereby the sub-advisor will direct investment
activities of the Sub-Advised Funds. The Adviser pays, out of the management fees it receives from the Sub-Advised Funds, a fee
for these sub-advisory services. For the period ended February 29, 2008, the Adviser voluntarily 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. Because this is a voluntary waiver, the Adviser may change or end the waiver at any time. The
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Adviser may recover from the Funds the expenses paid in excess of the annual cap on expenses for the three previous years, as long
as the recovery does not cause the Fund to exceed such annual cap on expenses. For the period ended February 29, 2008, the
Adviser paid or recouped the following expenses:

HCM
Freedom

Fund

PSI
Calendar

Effects Fund

PSI Core
Strength

Fund

PSI Macro
Trends
Fund

PSI Total
Return
Fund

Spectrum
Select

Alternative
Fund

Spectrum
Global

Perspective
Fund

Spectrum
Equity

Opportunity
Fund

Annual Adviser rate 1.00% 1.15%1 1.15% 1.15% 1.15% 1.00% 1.00% 1.00%
Annual cap on expenses 2.45% 2.00% 2.00% 2.00% 2.00% 2.75% 2.75% 2.75%
Expenses paid in excess of

annual cap on expenses —
2008 $43,994 $35,099 $14,476 $18,592 $10,363 $ — $ — $ —

Adviser expense
recoupment — 2008 $ — $ — $ — $ — $ — $ — $ — $ —

1 Rate changed from 1.25% to 1.15% effective December 1, 2006.

Expenses subject to potential recovery expiring in:

HCM
Freedom

Fund

PSI
Calendar

Effects Fund

PSI Core
Strength

Fund

PSI Macro
Trends
Fund

PSI Total
Return
Fund

Spectrum
Select

Alternative
Fund

Spectrum
Global

Perspective
Fund

Spectrum
Equity

Opportunity
Fund

2008 $ — $ — $ — $ — $ — $ — $ — $ —
2009 $ — $ — $ — $ — $ — $ — $ — $ —
2010 $ — $ — $26,572 $ 6,008 $18,272 $ — $ — $ —
2011 $43,994 $35,099 $14,476 $18,592 $10,363 $ — $ — $ —

Shares of the Funds’ are subject to an annual Rule 12b-1 fee of 0.80% for the HCM Freedom Fund, of 0.25% for the PSI Calendar
Effects Fund, the PSI Core Strength Fund, the PSI Macro Trends Fund, and the PSI Total Return Fund, and up to 1.00% of the
Service Class average daily net assets for the Spectrum Select Alternative Fund, the Spectrum Global Perspective Fund and the
Spectrum Equity Opportunity Fund. Shares of the PSI Calendar Effects Fund, the PSI Core Strength Fund, the PSI Macro Trends
Fund and the PSI Total Return Fund are subject to an annual Shareholder Servicing Fee equal to 0.15% of the Investor Class
average daily net assets. Rafferty Capital Markets, LLC (the “Distributor”) serves as the principal underwriter of the Funds and
acts as the Funds’ distributor in a continuous public offering of the Funds’ shares. The Distributor did not retain any Rule 12b-1
fees from the Funds for the period ended February 29, 2008. The distributor is an affiliate of the Adviser.

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.

6. FINANCIAL ACCOUNTING STANDARDS BOARD INTERPRETATION NO. 48

In July 2006, the Financial Accounting Standards Board (“FASB”) released FASB Interpretation No. 48 (“FIN 48”), “Accounting
for Uncertainty in Income Taxes”. FIN 48 provides guidance for how uncertain tax positions should be recognized, measured,
presented and disclosed in the financial statements. FIN 48 requires the evaluation of tax positions taken or expected to be taken in
the course of preparing the Fund’s tax returns to determine whether the tax positions are “more-likely-than-not” of being sustained
by the applicable tax authority. Tax positions not deemed to meet the more-likely-than-not threshold would be recorded as a tax
benefit or expense in the current year. Adoption of FIN 48 is required as of the date of the last Net Asset Value (“NAV”) calculation
in the first required financial statement reporting period for fiscal years beginning after December 15, 2006 and is to be applied to
all open tax years as of the effective date.

FIN 48 requires the Funds to analyze all open tax years. Open tax years are those years that are open for examination by the
relevant income taxing authority. As of February 29, 2008, open Federal and state income tax years include the tax years ended
August 31, 2004 through August 31, 2007. The Funds have no examination in progress.

The Funds have reviewed all open tax years and concluded that the adoption of FIN 48 resulted in no effect to the Fund’s financial
position or results of operations. There is no tax liability resulting from unrecognized tax benefits relating to uncertain income tax
positions taken or expected to be taken on the tax return for the fiscal year-end August 31, 2007. The Funds are also not aware of
any tax positions for which it is reasonably possible that the total amounts of unrecognized tax benefits will significantly change in
twelve months.
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7. NEW ACCOUNTING PRONOUNCEMENT

In September 2006, FASB issued its new Standard No. 157, Fair Value Measurements (“FAS 157”). FAS 157 is designed to unify
guidance for the measurement of fair value of all types of assets, including financial instruments, and certain liabilities, throughout
a number of accounting standards. FAS 157 also establishes a hierarchy for measuring fair value in generally accepted accounting
principles and expands financial statement disclosures about fair value measurements that are relevant to mutual funds. FAS 157 is
effective for financial statements issued for fiscal years beginning after November 15, 2007, and earlier adoption is permitted. At
this time, management is evaluating the implications of FAS 157 and its impact on the financial statements has not yet been
determined.

8. SUBSEQUENT EVENT

The Board of Trustees of the Direxion Funds, based upon the recommendation of Rafferty Asset Management, LLC and Portfolio
Strategies, Inc. determined to close the PSI Calendar Effects Fund. The Fund closed to new investments as of the close of regular
trading on the New York Stock Exchange on March 18, 2008 and liquidated on April 16, 2008. The Fund stopped pursuing its
stated investment objective after March 25, 2008. The Fund had been unable to sustain an asset level necessary to enable it to
achieve economies of scale, and the Board concluded that it would be in the best interests of the Fund and its respective
shareholders to close and liquidate the Fund.

47 DIREXION SEMI-ANNUAL REPORT



S E M I - A N N U A L R E P O R T F E B R U A R Y 2 9 , 2 0 0 8

Advisor
Rafferty Asset Management, LLC
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Spectrum Funds Sub-Advisor
Hundredfold Advisors, LLC
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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 securi-
ties during the most recent period ended June 30
(starting with the year ended June 30, 2005) is avail-
able without charge by calling 1-800-851-0511 or by
accessing the SEC’s website at www.sec.gov.

The Fund files complete schedules of portfolio holdings
with the SEC on Form N-Q. The Form N-Q is available
without charge, upon request, by calling 1-800-851-0511,
or by accessing the SEC’s website, at www.sec.gov.

This report has been prepared for shareholders and
may be distributed to others only if preceded or
accompanied by a current prospectus.




