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Rebound lifts hopes of Hoosier funds

Upstart Archer adds portfolio manager, shoots for growth

By Peter Schnitzler
pschnitzler@ibj.com

The economic downturn walloped all
three of the mutual funds headquartered in
Indiana. But they’ve each enjoyed signifi-
cant recoveries this year. And the smallest
of the bunch has big plans to break away
from the pack.

Troy Patton quietly launched his first
mutual fund—the Archer Balanced
Fund—in September 2005 with eight in-
vestors. It posted a 13.2-percent return in
2006, its best year. In last year’s stock-
market swoon, Archer suffered a 25.7-per-
cent loss. But many other mutual funds
fared much worse, and the S&P 500 fell
38.5 percent.

Through September of this year, the Ar-
cher Balanced Fund is up 9.5 percent. That
may not sound spectacular, but returns
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“We’re not real sexy. We don’t have
the big swings. We’re sexy because
we’re not sexy.”

Troy Patton, Archer Balanced Fund president

aren’t Patton’s only goal. He’s also attempt-
ing to simultaneously reduce investment
risk and management fees.

“We’re not real sexy. We don’t have the
big swings,” Patton said. “But we’re sexy
because we’re not sexy.”

Patton’s approach is starting to gain trac-
tion. As a result, his Indianapolis-based
Archer Balanced Fund now has nearly $11
million under management. Patton be-
lieves he can replicate the formula. That’s
why he’s putting the framework in place
to create a family of four mutual funds

under the Archer brand, each with a dif-
ferent mix of holdings.
Archer, like the other Indiana-based

funds, struggles to gain attention in a
crowded field. The United States alone
has more than 8,000 mutual funds,

which hold assets topping $9.2 trillion,
according to the Washington, D.C.-
based Investment Company Institute.
Institutions like American Funds,
Fidelity and Vanguard dominate the
industry, counting their mutual-fund
holdings in the tens of billions.
Indiana’s funds, by comparison,
are minuscule.

A mutual fund the Columbus-
based investment firm Kirr Mar-
bach and Co. launched in 1998
now has $25.8 million in assets.

Bob Auer, a former vice presi-

dent of investments at Morgan

Stanley, launched his Indianap-

olis-based Auer Growth Fund in Decem-
ber 2007. That fund has quickly grown to
$152.8 million in assets.

The real heavyweight among mutual
fund managers here—Tom Pence—isn’t
running local funds. Pence, who gained
star status after posting spectacular re-
turns at Conseco Capital Management in
the 1990s, leads a local investment team
for San Francisco-based Wells Fargo &
Co. that manages four funds with assets
topping $3.4 billion. He was not available
for comment for this article.

Archer is the new-
est aspirant to the big
leagues. In April, Patton
brought aboard Steve
Demas, a stockbroker
who formerly oversaw
$120 million as a Mor-
gan Stanley vice presi-
dent. Demas, 42, serves
as portfolio manager at
the five-person firm.

When selecting stocks for the Archer
Balanced Fund, Demas focuses on their
market prospects and price-to-earnings
ratios. Meanwhile Patton, a CPA, hones in
on their business fundamentals, like cash
on the balance sheet and quarterly profits
from continuing operations.

The pair met 17 years ago in an invest-
ment club and became friends because
they liked each other’s stock picks. Since
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then, Patton, 40, has founded two ac-
counting firms. His first, Frontier Finan-
cial Holdings Inc., had 10 offices and 80
employees when he sold it in 2004. The
second, Patton and Associates LLC, now
has eight employees and $950,000 in an-
nual revenue. It focuses primarily on busi-
ness valuations.

The Archer Balanced Fund aims for 70/30
percent split between stocks and bonds. It
currently holds 37 stocks, with its heaviest
weightings in health care, energy and utili-
ties because Patton and Demas worry about
rapidly rising inflation on the horizon. They
figure those industries will at least be able
to pass price hikes to their customers.

Once the Archer Balanced Fund
reaches $50 million in assets, the pair
plans to launch a second mutual fund,
likely focusing on large-cap stocks. Even-
tually, they aim for a third and a fourth.
But they pledge to continue offering cli-
ents something bigger mutual funds don’t:
accessibility.

“How many people have access to even
talk to a portfolio manager? They really
don’t,” Patton said. “We can still offer per-
sonal service. I'll answer the phone. Steve
will, too.”

Financial performance is the first stan-
dard in the mutual fund industry. Investors
can stomach a bad year—even an outlier
like 2008—as long as managers consis-
tently make money.

That’s why arecovery is so important for
all of Indiana’s mutual funds. The funds
managed by Wells Fargo’s Pence, for ex-
ample, suffered losses from 43.6 percent
to 46.3 percent last year. But they’ve all
rebounded in 2009, with gains from 16.6
percent to 24.6 percent.

Service is one of the few ways a small
mutual fund can differentiate itself in a
crowded industry. After all, there are
more mutual funds than there are public
stocks. And heavily advertised interna-
tional brands like Schwab and T. Rowe
Price enjoy an enormous advantage.

“When you’re part of a fund family, it’s
easier to get attention,” said Purdue Uni-
versity business professor Sugato Chakra-
varty. “It’s like [a book] being published
by Simon and Schuster, with prepublica-
tion orders over a million, versus a small
regional publisher. When you’re part of a
big fund family or brokerage house, you
get that reflected glory and attention.”

Auer has a few tips about how small
independent mutual funds can stand out.
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Mutual fund rebound
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Indiana-based mutual funds have all rebounded after enduring big losses last year.
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His fund’s investors last year suffered a
53.3-percent loss. But so far this year, the
Auer Growth Fund is up 37 percent.

Building relationships with lots of in-
dependent investment advisers is Auer’s
bread and butter for attracting investors.
But a savvy approach to cultivating pub-
licity hasn’t hurt. Auer has been inter-
viewed on CNBC 20 times. He’s also
made appearances on Bloomberg News
and Fox News. And major financial pub-
lications, including The Wall Street Jour-
nal, Barron’s and BusinessWeek, have
written articles about him.

The national attention isn’t arbitrary. It
was cultivated with the help of a PR firm.
Auer spends several days each month in
New York visiting the financial press. His
big break came when, during one trip,
CNBC'’s plans to interview someone else
for a segment fell apart at the last minute.
Auer stepped in and performed well. His
credibility as a guest expert snowballed
from there.

“Now they like us,” Auer said. “And
they call us. We don’t call them.”

Kirr Marbach runs the only Indiana
fund that’s part of a traditional money-
management firm.

The $25.8 million in its Kirr Marbach
Partners Value Fund represents only about
8 percent of the $340 million it manages for

clients. The fund is up 28.8 percent this year
after slumping 44.9 percent in 2008.

Like Patton and Auer, Kirr Marbach
Chief Investment Officer Mark Foster
says he’s following the same methodol-
ogy this year as last in stock selections.
He attributes the wide swings in returns
to the recession, which dragged many
fundamentally sound companies down to
bargain basement prices. Their recovery
has fueled mutual funds’ rebound.

“There were a few we were scratching
our heads about saying there’s no reason
for sales at this level, given cash and the
balance sheet,” Foster said.

But this year’s growth probably won’t
be enough to erase investors’ memories of
their tough losses in 2008. As result, mu-
tual funds—especially small or indepen-
dent ones far from Wall Street—may face
an even steeper uphill battle for attention
in the days to come.

Foster noted that it took nearly seven
years for the dust to clear after the deep
recession of 1973. In the aftermath, many
investors shied away from stocks and
gravitated instead to less risky holdings,
like bonds and money-market funds.

“There’s a risk you could see that this
go-around as well,” Foster said. “I've
done this 30 years and I never saw a mar-
ket so ferocious on the downside.”



