
 

 

  
 

 
The views expressed in this article are those of the author and/or FPA portfolio manager at the time created.   

They do not necessarily reflect the views of FPA or the distributor.  These views are subject to change at 
any time based on market and other conditions, and FPA and/or the Distributor disclaims any responsibility  
to update such views.  No forecasts can be guaranteed. These views may not be relied upon as investment  

advice or as indication of trading intent on behalf of any FPA portfolio or the distributor and should not be 
construed as an offer to sell or a solicitation of an offer to buy securities or any product mentioned in this 
article. This information and data has been prepared from sources believed reliable.  However, the accuracy 

and completeness of the information cannot be guaranteed and is not a complete summary or statement 
of all available data. 
 

Please click here for Standardized Performance for FPA Crescent Fund (“Fund”). Please click here 
for the principal risks of investing in the Fund. You should consider the Fund’s investment 
objectives, risks, fees and expenses before investing. The Prospectus contain this and other 

important information which should be read carefully before investing. The Prospectus may be 
obtained by clicking here, by calling toll-free, 1-800-982-4372, or by contacting the Fund in writing. 
Comparison to indices are for illustrative purposes only. The Fund does not include 

outperformance of any index or benchmark in the investment objectives.  
 
Past performance is no guarantee of future results and current performance may be higher or lower 

than the performance shown. This information in the article represents past performance and 
investors should understand that investment returns and principal values fluctuate, so that when 
you redeem your investment it may be worth more or less than its original cost. Current month-end 

performance data, which may be lower or higher than the performance data quoted, may be 
obtained at http://www.fpa.com/or by calling toll-free, 1-800-982-4372. The Fund’s gross expense 
ratio as of its most recent prospectus is 1.18%, and its net expense ratio is 1.16% including short 

sale dividend expenses and interest expenses of 0.11%. A redemption fee of 2% will be imposed on 
redemptions within 90 days. 
 

FPA has contractually agreed to reimburse the Fund for Total Annual Fund Operating Expenses in excess 
of 1.05% of the average net assets of the Fund, excluding short sale dividend expenses and interest 
expenses on cash deposits relating to short sales, brokerage fees and commissions, interest, taxes, fees 
and expenses of other funds in which the Fund invests, and extraordinary expenses, including litigation 

expenses not incurred in the Fund’s ordinary course of business, through April 30, 2021. This agreement 
may only be terminated earlier by the Fund’s Board of Trustees (the “Board”) or upon termination of the 
Advisory Agreement. 

 
As of 12/31/2019, Alphabet (parent of Google) was 4.4% and American International Group (“AIG)” was 
3.5% of total net assets of the Fund. Portfolio composition will change due to ongoing management of the 

Fund. The information provided does not reflect all positions purchased, sold or recommended by FPA. It 
should not be assumed, and there is no guarantee, that an investment in the holdings mentioned was or 
will be profitable. No representation is being made that any account, product or strategy will or is likely to 

achieve profits, losses, or results similar to those shown. Past performance is no guarantee, nor is it 
indicative, of future results. 

 
The FPA Funds are distributed by UMB Distribution Services, LLC, 235 W. Galena Street, Milwaukee, 
WI, 53212. 
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Business

Though this is not the moment 
for quick profits, taking the 
long view can reap rewards.

in the middle of another gut-wrenching 
day in the financial markets, I received a 
startling note.

It came from FPA Crescent, a mutual 
fund with an excellent track record, and it 
said that while the market had been falling, 
the fund had begun buying stock. It said the 
managers intended to buy more if prices fell 
further.

This apparent courage when so many  

traders were panicking seemed noteworthy, 
so I got on the phone with Steven Romick, one 
of the FPA Crescent managers, who was rid-
ing out the coronavirus storm at his home in 
Los Angeles. He said the fund was acting ra-
tionally and not particularly bravely.

He explained his reasoning succinctly: 
“We’re investing for five to seven years from 
now, and the prices of many good stocks are 
obviously a lot better now than they were a 
few weeks ago.” But his fund is still buying 
gingerly because while the market may be 
cheaper, he said, it still isn’t cheap. “When 
we think it is, we’ll really jump in,” he said.

The fund has been holding a lot of cash 
— 36 percent of its assets on Dec. 31 —  

reflecting a view that the market has been 
overpriced. But now, Mr. Romick said, it is 
reasonable to nibble carefully at some of the 
better pickings, knowing full well that doing 
so involves short-term risk if the markets 
drop more.

“You shouldn’t be in the market at all if 
you can’t handle something like this,” Mr. 
Romick said. But if you can afford to take a 
long view while buying at these lower pric-
es, he said, you can reap greater rewards.

As he talked, I realized that I — and mil-
lions of other people — are implicitly endors-
ing this view. We have been buying stocks 
and bonds in mutual funds through work-
place retirement accounts, even though  
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falling prices mean we have been losing a lot 
of money lately.

That’s painful, whenever I think about it, 
so I try not to focus on the losses. If I need 
that money to live on before prices rebound 
— as I expect they eventually will — I’ll re-
gret those losses. But I’m betting that won’t 
happen.

In fact, Mr. Romick’s comments remind-
ed me that there is a positive side to falling 
prices for people who continue to be regular 
buyers. By investing regularly with every 
paycheck, I’m getting better prices now than 
I did a couple of months ago. What’s more, 
the average price I’m paying for long-held 
mutual funds is dropping. (That’s what the 
asset management trade calls “dollar cost 
averaging.”)

Assuming I can hang in long enough for the 
markets to recover, as I did during the last 
financial crisis more than a decade ago, my 
long-term returns will be better because of 
these lower-priced purchases.

But don’t get me wrong. Buying now is not 
a prudent short-term bet. And Mr. Romick 
emphasized that it would be foolish to buy in 
this market with the expectation of making a 
quick profit. To the contrary, he said, he has 
no idea where the stock market is heading 
over, say, the next three months, except: “I 
expect that there will be a lot more pain, un-
fortunately.”

With that in mind, Mr. Romick suggested 
a thought exercise. Imagine that the stock 
market, with all its lurches and false signals, 
won’t even exist for those three months. “The 
question then is: When the market comes 
back three months from now, what should I 
have in my portfolio that I’ll want there for 
the next five to seven years?” he said “We’re 
making investments with that kind of hori-
zon in mind.”

With its long view, the FPA Crescent fund 
has become more bullish now that we’re in a 
bear market, the fund’s data suggests. Its net 
allocation to stock on Feb. 19 — the peak for 
the S&P 500 — was 57 percent. By March 13, it 
had risen to 67 percent. In that same stretch, 
the S&P 500 declined 20 percent, according to 
FactSet. In other words, the overall market 
represented by that index became 20 percent 
cheaper. (The bad news, or the good, depend-
ing on whether you are buying or selling, is 
that it has become cheaper still.)

Unlike index fund investors — and I am one 
— Mr. Romick isn’t putting money into the en-
tire stock market. Instead, he buys individual 
stocks. Citing regulatory constraints, he would 
not disclose his most recent purchases. But he 
cited Alphabet, the parent of Google, and the 
American International Group as longtime 
portfolio holdings that are even more appeal-
ing now that they’re being pounded.

Google relies on advertising for the bulk of 
its revenue, worrying some investors in this 
environment, and A.I.G., a global insurance 
group that was bailed out in the last financial 
crisis, will face insurance losses connected 
to the coronavirus, Mr. Romick said. He is 
confident that both stocks will continue to be 
profitable for his fund, however, even if their 
prices fall further in the next few months.

Still, he’s not recommending that ordi-
nary people jump into stocks in a big way 
right now.

Others are even more emphatic. For ex-
ample, Richard Bernstein, a former Merrill  

Lynch strategist who now runs his own 
firm, said he thought investors were still 
barely coming to grips with the reality of a 
bear market. That’s not surprising, he said,  
because a falling market typically has three 
important phases.

In the first phase, he said, people tend to say 
things like: “The worst is over. There are bar-
gains out there. I’ve got to jump in.” The sec-
ond is: “No, this is worse than anybody ever 
imagined.” Right now, he said, people are prob-
ably teetering between these two attitudes.

The last phase is: “This will never end. It’s 
hopeless.” That’s when you want to be fully 
invested in stocks, Mr. Bernstein said, and 
when there are easy profits. It happened in 
March 2009, when the market began to take 
off, yet few people believed it.

“It will happen again,” he said, “even with 
the coronavirus, but we’re not there yet.”

James W. Paulsen, chief investment strat-
egist of the Leuthold Group in Minneapolis, 
put it this way: He’s not confident about 
where the market will be in three months, 
is a bit more comfortable with a six-month 
horizon and is “very confident about a year 
from now.”

With the caveat that the coronavirus adds 
a dimension of uncertainty that he can’t re-
ally assess, he said, “I think it’s highly likely 
that in one year, the stock market will be 
higher than it is today.”

I’m not that confident. Still, I fully expect 
the market will be higher at some point. And 
so I expect to keep buying.

Jeff Sommer writes Strategies, a column 
on markets, finance and the economy. He 
also edits business news. Previously, he 
was a national editor. At Newsday, he was 
the foreign editor and a correspondent in 
Asia and Eastern Europe.
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Nibble carefully at some 
of the stock market’s 

better pickings.


