Against the Grain: Smart Man, Foolish Choices?

Why our investing columnist has all his savings stashed in money market funds. 
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Just call me the man who knew--or thought he knew--too much. I know I should be invested in the market, and not merely because I write about stocks for a living. As we've all been told, investing in equities--be it through common shares or through mutual funds--is the thing to do for long-term growth. (To avoid any potential conflicts of interest with my role as a journalist, I don't buy individual stocks and stick instead to mutual funds.) Still, I can't bring myself to take the plunge now any more than I could four years ago. That's when I switched jobs and stashed a tidy sum from my former employer's pension plan into the plainest of plain-vanilla money market funds at Charles Schwab. 

That was just before the market's final frenzy. A return of a little more than 5% was just fine for a contrarian like me, who simply didn't trust the market and whose wife had an aversion to putting our nest egg at risk. All I wanted, I kept telling myself, was to have cash on hand. That way, when the inevitable crash did come, I could buy on the cheap. 

The money market was a wise move. Or just lucky. Had I bought an S&P 500 index fund--and sat on it, as we've all been told to do--I'd be about even today. 

Now, four years later, stock prices are cheaper than they were, I have a time horizon of at least 15 years before I plan to retire, and...I'm utterly paralyzed. What's more, abysmally low interest rates make it hard to be smug. How can I thumb my nose at stocks, after all, when the cash in my IRA and 401(k) is earning a measly 1%? 

Compounding the dilemma is that my wife, Mary, has read almost everything financial planner Suze Orman has ever written. Forget that I'm a financial columnist. She'd rather quote Suze. 

"Suze says we've got to dollar-cost average." 

"But Mary," I plead, "there's risk here." 

"Suze says we'll buy more at lower prices." 

"Dollar-cost averaging is a good idea, dear, but..." 

"So why don't you just do it?!" 

"Because I'm scared." 

"Scared of what?" 

Scared of what I know. I know, for example, that companies with a Dec. 31 fiscal year are going through the audit from hell, and we won't know the results until their 10-Ks are filed with the SEC. They're due March 31. While we may not see another Enron, a few unexpected disclosures at a popular company or two could send stocks reeling. 

I also know that often the best place to stow your money is the place that seems least attractive. Today that's money markets. 

And I know that insiders in general have not bought enough equities to indicate a bottom in stock prices or economic activity--and that the true bottom may not come until October. At least that's what insider-trading whiz George Muzea of Muzea Insider Consulting told me. (George sells his expensive research to the creme de la creme of institutional investors, so I take what he says with more than a grain. Knowing guys like George is one of the perks of my job and adds, for better or for worse, to what I think I know.) 

Then there's the task of choosing a fund. There are just so many variables involved in running a portfolio. It's tough for me to give up that much control! My ideal fund manager is an independent thinker who runs his fund like some of the sharp hedge fund managers I know. (That leaves out the handful of mediocre funds in my retirement account!) 

So who does fit the bill? Well, there's Bob Olstein, who runs the Olstein Financial Alert fund. He's a smart guy who actually shorts stocks in his fund. Unlike the Janus fund, Olstein didn't own Enron, and unlike the PBHG Large Cap fund, he didn't own Tyco. And he bought J.C. Penney two years ago when everybody else thought it was trash. 

Other than Olstein, though, I'm at a loss. I keep meaning to search Morningstar, checking exactly who owns what. Our goal, I keep telling Mary, should be an average annual return of 10%. 

"So what are you waiting for?" she asks. "Suze says..." 

"Tell Suze I'm waiting for the coast to clear. I just know, from everyone I talk to, that this is not the right time." 

"Your trouble," Mary says, "is you know too much." 

"I know."
