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Benefits in up market:  it keeps returns in check so 
investors don’t get outsized performance expectations. 
 
Benefits in a down market:  it doesn’t go down and is a 
source of liquidity to buy depressed stocks.  
 
Bottom line:  it really doesn’t do anything to improve 
returns except for providing liquidity. 
 
What are the alternatives?

Cash – Friend or Foe?



Options:  Expensive, time constrained. 
 
Futures:  Good for making short term market bets. 
 
Hedge Funds:  Illiquid, expensive. 
 
ETF’s: Mainly passive, too much liquidity & transparency. 
 
Mutual Funds: If active can provide a good hedge.

Options for cash utilization to generate alpha.



Daily Liquidity 
Bought and Sold at NAV’s 
No time constraint 
Quarterly Transparency

Why Mutual Funds Rule:



Actively managed Short-Only Mutual Fund 
Investment Universe is US traded Equities only 
Portfolio limited to S&P 500 and similarly sized companies 
Diversified with at least 40-60 names and small maximum position sizes 
Avoids high short interest names 
Has strong risk controls to minimize outsized losses 

Optimal Fund for Generating Alpha
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