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& Poor’s 500-stock index fell 7%.

Over the past year, the fund has -

risen 3.9% compared with a 5.4%
rise in the S&P 500.

Mr. DelVecchio and Mr. La-
mensdorf, 44, who works out of
Connecticut, saw an opportunity
for an actively managed fund
that takes bearish bets on

* stocks. The fund doesn’t use le-
verage, or borrowed money, to
make bigger bets and doesn’t
buy derivatives, which can exac-
erbate losses. :

“People can vote with their
dollars,” said Mr. DelVecchio.
Unlike a hedge fund, which only
reports its ‘ holdings once a
month and restricts when inves-
tors can pull their money, inves-
tors in Mr. DelVeechio’s fund can
track its holdings day by day and
move their money in and out at
will.

“We’re not like a hedge fund
where they’re secretly shorting a
company and their clients are
paying you for that personal
stock selection,” said Mr. La-
mensdorf.

Mr. DelVecchio began target-
ing Green Mountain at the be-
ginning of 2011 after it emerged

as No. 1 on his list when he
searched 1,500 companies look-
ing for those with strong reve-
nue gains but little operating
profit. He concluded that a se-
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lowed the company to book
some sales earlier than usual. It
took awhile for analysts to no-
tice the change, Mr. DelVecchio.
says, and when they did, the
stock plunged. Juniper declined
to comment.

Mr. DelVecchio also bqt
against fashion company Fossil
Inc. because its inventory was
growing, suggesting it woqld
have to slash prices to move its
merchandise.

“People were all lathered up
over that stock, but it had a lot
of issues,” he said. The stock has

tumbled 45% since it-announced |

disappointing earnings on May
8, earning Mr. DelVecchio about
$2.5 million on the first day
alone.

A Fossil spokeswoman de-
clined to comment.

The two men haven’t gotten
all their calls right. Bets against
Under Armour Inc, Ama-
zon.com Inc. and Hanesbrands
Inc. haven’t paid off, though they
have stuck with Hanesbrands

and believe they will be vinci]j:_
Gotedn S e

ries of acquisitions had left the —

company “overbloated” with
items, such as goodwill, that
didn’t contribute to revenue, The
fund started with a modest posi-
tion in Green Mountain of 0.5%
of its portfolio, but ramped that
up to 3.5% after the stock began
to weaken.

“Green Mountain was already
flashing warning signs” before
‘Mr. Einhorn began publicly eriti-
cizing the company last October,
said Mr. DelVecchio.

On May 2, the company’s dis-
appointing earnings sent the
stock tumbling, handing the fund
a paper gain of about $4.5 mil-
lion. Green Mountain “is well-
positioned with a strong balance
sheet that will support contin-
ued growth,” a spokeswoman for
the company said., ;

Early last year, the fund bet

against technology company Ju-

niper Networks Inc. because of
an accounting change that al-
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And the stock market’s gains
in the first quarter also hurt,
causing his portfolio to fall by
about one-third.

Still, some investors have em-
braced the chance to buy into a
short-only fund.

Jody Wilson, a 45-year-old
planetary astronomer and ama-

teur stock trader, said he had
been waiting “for years” for
such an ETE, Mr. Wilson has
$17,000 invested with the fund,
he said. ;

“It’s not that I'm a high-fre-
quency trader, but corrections
are relatively brief compared to
rallies,” Mr. Wilson said. “And I
like that this ETF lets me buy
and sell in a couple of weeks.”

These days, Mr. DelVecchio is
bursuing Constant Contact Ine.,
4 provider of online marketing
tools. Mr. DelVecchio saw that
the company was offering gift
cards to get customers to sign
up, bolstering revenue growth.

“That’s all I needed to know,”
Mr. DelVecchio said. “The num-
bers weren’t as good as they
were telling everyone.”

The stock has fallen 30% since
mid April.

Constant Contact didn’t make
an executive available for com-
ment,




