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Danger Is
Ever Present

by Eric Uhlfelder

JEFF OSHER SMILES AT THE SUGGESTION THAT CAT STE-
vens’ early classic track “The First Cut Is the Deepest”
might apply to him. Soon after Osher, now 38, started
as an analyst following specialty-finance companies for
Montgomery Securities, the Asian financial crisis struck
in 1998, undercutting half his coverage universe. Then,
in 2000, while he was working as a buy-side analyst at
the financial advisory firm Dowd, the dot-com bubble
burst. “These two events left an indelible impression
about how quickly stocks can collapse,” Osher says.
“They taught me how to invest ‘scared,” ”

No stat better illustrates the benefits of investing
like disaster is just around the corner than Osher’s per-
formance during tough times: Since inception in Decem-
ber 2005, his Harvest Small Cap Partners Strategy
hedge fund rose 4.9% in total during the Russell 2000’s
10 worst months, while the index collapsed 68%.

The San Francisco-based fund has displayed remark-
able consistency during an excellent run—despite a few
rough patches this year. Annualized returns of the $374
million long-short equity fund over the past three- and
five-year periods, as well as since inception, have ranged
between 13% and 15%. Volatility has been mostly con-
tained. And Harvest’s worst drawdown, or the furthest
it’s fallen before recovering its losses, is less than 10%.

Osher keeps a pretty tight focus: technology, con-
sumer, and financial and business-services stocks. His
three analysts try to suss out changes in business models
or operating environments that might offer opportunity.
The conservatively weighted portfolio is market neutral,
typically no more than 10% net long or net short. It
tends to make chunkier bets on its 20 to 40 long posi-
tions with less concentrated wagers on its 40 to 70
shorts. The fund’s investment horizon can extend several
years. But-ever aware of danger-the manager can also
quickly tack out of a mistake.  continued on page 34
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