




Unlike open-end mutual funds, in which investors can buy or sell shares on an ongoing basis as 
market conditions change, most commodity funds are closed-end. Once the funds start trading, 
new investors are no longer welcome. That means investors must make their decision about 
buying into a fund up front, based on the past performance of the trading advisers. Investors in 
private pools can sell their stakes, but arranging such transactions can be a touch-and-go 
proposition. Some investors prefer funds that target particular sectors of the commodity 
markets. Funds that concentrate on currencies and on shifts in interest rates in foreign countries 
have been popular lately. Dean Witter, for example, recently raised $68 million for its Global 
Perspective Portfolio, and Shearson is currently raising money for its F1000 Guarantee Fund 
XIX. But many fund managers believe that targeted funds unnecessarily limit trading options. 
"From our perspective, we are futures traders, whether it's currencies, grains, interest rates, 
metals, or whatever," declares Alan Kaufman, senior vice-president of Mt. Lucas Management, 
an investment firm based in Princeton, N. J. 

 

ERRATIC PERFORMANCE. Whatever their target, all commodity funds are likely to show an 
erratic performance that can be unsettling. Indeed, it's not uncommon for funds to shut down after 
losing all or most of their investors' money. "A higher degree of volatility is assumed," declares Sol 
Waksman, president of Barclay Trading Group, a Fairfield (Iowa) brokerage firm that tracks the 
performance of trading advisers. "If investors can't handle it, they should stay away from commodity 
funds." 

 

Instead, those people might consider guaranteed funds, which promise a return of principal, 
despite market conditions. The pledge is possible because trading advisers invest about two-
thirds of the fund assets in low risk instruments such as zero-coupon bonds or Treasuries. The 
other third goes into the commodities markets to boost the fund's overall yield. Cost for such a 
promise? Less money for trading means less risk of loss--and less opportunity for double-digit 
gains. 

 

 

 
Reminder: We do not guarantee your investment success. 
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