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How two small funds actually made
money

By Christine Dugas, USA TODAY

While the big guns of the mutual fund industry were awash in red
ink, two small upstart funds managed to make money in the third
quarter.

Hussman Strategic Growth fund, with $430 million in assets,
increased 2.0%, and tiny Forester Value fund, with less than
$100,000 in assets, rose 5.1%.

How did they beat 6,000 other diversified stock funds? It wasn't
by using a Ouija Board.

John Hussman describes his 2-year-old fund as a growth fund,
not a hedge fund. Under certain market conditions — including
the current environment — it sells short against market indices, a
bet the market will go down. But his short positions never exceed
his long-term stock holdings.

"We will not always be hedged," Hussman says. "But during the
third quarter, the climate was fairly hostile." The market was still
somewhat overvalued, and investors were averse to risk, he
says.

Hussman recently has favored defensive stock sectors, including
food, clothing, shelter and health stocks. Examples of stocks he
has recently held in his portfolio: Whirlpool, Borders and Liz
Claiborne.

Thomas Forester started his large-cap value fund about three
years ago. His investing philosophy has been influenced by
mutual fund legend Sir John Templeton. "I buy undervalued
stocks, and if there are none, | go to cash."
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Shortly after he launched his fund, he shifted his assets to money market securities
and stayed there until July. He invested, and then in early September he moved back
to the sidelines. Even though there are some good values in the market, sometimes

when the tide goes out, all boats go down, he says.

"There are certain times when the market is greatly overvalued and it's not worth the
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Newspaper  risk," he says. But he believes that's changing, and he's looking forward to getting
Classifieds  back into the market for the long haul.
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