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Todd Rustman, co-founder of GR Capital Asset Management in Newport Beach, Calif., has an
office that is just a short drive from a majestic view of the Pacitic Ocean. The past few years a
large chunk of his clients' money has been invested in markets that are thousands of miles across
that body of water. The bets included stocks in Asia, India and, on the other side of the globe,
Europe and the United Kingdom. He considered the moves a perfect way to diversify his
portfolios.

There was a profit motive at play, too. The typical international fund returned 16% last year
versus 6.3% for their domestic counterparts. That has been the story for much of the past decade.
The difference was even more pronounced for emerging-market offerings. They posted average
returns that exceeded 36% in 2007.

HEADING HOME All that wasn't lost on many investors: According to
T ——— fund tracker Lipper, a net $63.3 billion flowed into
F b i S EPEEES sto?:ks " rgcem yearsggsorﬂe international stock funds last year while $38.4 billion

mutual-fund managers are returning focus to the headed for the exits of U.S.-focused stock offerings.
us.

+ Background: Investors poured a net $63.3 billion . ; ) )
into international funds last year, while pullingouta | But Mr. Rustman, like many advisers, is starting to
net $38.4 billion from U.S.-focused funds. : s CO)
* Quotable: "We are taking money off the table on I‘ECOHSld?l‘ th_at deCIS.IOI’l. Heisn't completely
the international side. | think Europe is going to abandoning international mutual funds. However, after
catch our cold,” says Todd Rustman, co-founder of | monthg of reading miserable headlines about the stock
GR Capital Asset Management.
market, Mr. Rustman and others say the U.S. may have
finally bottomed out. Now, they say, is a perfect time
to start trimming international holdings or using cash to add to U.S. exposure on the cheap in

expectation of the inevitable rebound.

"We are taking money off the table on the international side," says Mr. Rustman, who has cut
exposure there in half. "I think Europe is going to catch our cold."

A recent study by Bespoke Investment Group, a firm founded by two former analysts at research
firm Birinyi Associates, looked at how far 22 major indexes had fallen from their 52-week highs.
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