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We have had many investors ask us what actions they should take in regards to their 
holdings in some of the effected funds. In general, our recommendation has been to 
monitor the investigations closely, but to take no immediate action. At this time, most of 
the major mutual fund companies have received subpoenas, so it would be premature to 
sell holdings in these companies funds on just that basis.  
 
We recommend watching for two important indicators to decide whether to hold or sell 
your mutual fund as a result of the investigations. First, see how your fund company 
reacts to the investigation. Are they simply disavowing any wrongdoing, or are they 
promising to review their policies and procedures thoroughly and make necessary 
changes? Also, are they vowing to compensate any effected shareholders for their losses? 
 
The second indicator to watch for is employee defections from the mutual fund company. 
Your fund is headed by a fund manager who is in charge of selecting securities and 
making buy and sell decisions in the fund. Thus, the performance of your fund is to a 
large extent determined by his or her abilities. If, as a result of this investigation, your 
fund manager decides to leave for greener pastures, you should monitor very carefully the 
performance of the fund as a new manager takes over. Often, we use management 
changes as an indicator of when to sell a fund. Should fund companies like Janus see a 
defection of their most talented managers, shareholders may want to take their investment 
dollars elsewhere. 
 
The bottom line for all investors is that actions like those taken by Elliot Spitzer will 
clean up the mutual fund industry and make the playing field level for all investors, big 
and small. In the short run, you may find reason to sell portions of your current holdings. 
However, in the long run we’ll all benefit from a cleaner, fairer system for all investors. 
 
 
 
Kevin Kennedy is president of Kevin Kennedy, LLC, a registered investment advisor firm 
in Alameda. Reach him at 510-748-1898 or Kevin@KevinKennedyLLC.com. Stocks, 
bonds, and mutual funds involve risk, including loss of principal. Past performance is no 
guarantee of future results.T  
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