SUMMIT RIDGE ASSET MANAGEMENT  |  THE MONDAY MORNING CASH DECISION
SUMMIT RIDGE ASSET MANAGEMENT
The Monday Morning Cash Decision
A mutual fund case on investor flows, liquidity, portfolio performance, and trading under pressure




This case is fictional and intended for instructional discussion. Names, events, funds, and internal figures are invented, although the industry setting is motivated by public data.

A Weekend of Bad News
At 7:05 a.m. on Monday, October 12, 2026, Elena Marquez, chief investment officer of Summit Ridge Asset Management, opened a message from the firm’s transfer agent. Investors in the Summit Ridge Select Equity Fund had submitted an estimated $318 million in redemption requests since Friday afternoon. Most came from three institutional accounts. Retail orders were still being processed and could add another $40 million to $90 million before the fund’s afternoon pricing deadline.
The requests arrived after a difficult weekend. A major technology company had warned that quarterly revenue would miss expectations. Overseas markets had fallen sharply, Treasury yields had moved higher, and index futures indicated that U.S. equities could open down more than 2 percent. Several of the fund’s largest holdings were likely to be among the most heavily traded securities at the opening bell.
The fund held $246 million in cash and Treasury bills, equal to 2.9 percent of net assets. Marquez could satisfy much of the known redemption demand without selling stocks, but doing so would leave little liquidity for additional withdrawals. She could raise more cash immediately, yet selling into a falling market could lock in unfavorable prices and alter the portfolio. Holding a larger permanent cash reserve would reduce this risk, but it could also cause the fund to trail its benchmark during rising markets.
	Summit Ridge did not need to decide whether cash was useful. It had to decide how much liquidity was enough, when to raise it, and which investors should bear the cost when flows forced the portfolio to trade.



Summit Ridge and the Select Equity Fund
Summit Ridge was a privately held investment manager with $41 billion under management across mutual funds, separately managed accounts, and retirement products. The Select Equity Fund was its flagship strategy, holding a concentrated portfolio of large and mid-sized U.S. companies. It had produced strong long-term results, but recent performance had been uneven as investors shifted between growth stocks, defensive sectors, bonds, and money market funds.
The U.S. mutual fund industry was enormous. Long-term mutual funds held approximately $25.3 trillion in assets in May 2026, including about $17.8 trillion in equity funds and $5.7 trillion in bond funds. The size of the industry did not eliminate flow volatility. For the week ended July 15, 2026, long-term mutual funds experienced estimated net outflows of $15.43 billion even as exchange-traded funds reported net issuance. Money market fund assets had surpassed $7 trillion in March 2025 as investors sought liquidity and attractive short-term yields.
Open-end mutual funds were required to stand ready to redeem shares at net asset value. Summit Ridge therefore had to convert part of the portfolio into cash when withdrawals exceeded new purchases. Securities and Exchange Commission liquidity rules also required funds to assess how quickly holdings could be converted to cash and, where applicable, maintain a minimum level of highly liquid investments.
Exhibit 1. Select Equity Fund Profile
	Measure
	Current value
	One year earlier

	Net assets
	$8.48 billion
	$7.92 billion

	Number of portfolio holdings
	64
	61

	Cash and Treasury bills
	$246 million
	$332 million

	Cash as % of net assets
	2.9%
	4.2%

	Largest ten holdings
	39.6% of assets
	37.8% of assets

	Institutional share class
	57% of assets
	54% of assets

	Retail and retirement accounts
	43% of assets
	46% of assets

	One-year return
	8.7%
	14.9% benchmark


Source: Summit Ridge internal estimates; all fund-specific figures are fictional.

Two Kinds of Investors
The fund served both retail and institutional investors. Retail purchases and redemptions arrived through retirement plans, brokerage platforms, financial advisers, and direct accounts. These orders were numerous but usually small. The transfer agent often had partial visibility during the day, with final totals available only after intermediaries completed their processing.
Institutional investors behaved differently. Pension plans, endowments, and advisory firms sometimes moved tens or hundreds of millions of dollars at once. Some gave Summit Ridge advance notice, but others waited until the day of the transaction. An institution redeeming $200 million could materially change the fund’s cash position even if thousands of retail investors were buying shares at the same time.
Flows were not independent of markets. Strong performance and rising markets often attracted purchases, allowing the portfolio team to deploy new cash gradually. Market declines, adverse publicity, or a period of benchmark underperformance could trigger redemptions precisely when liquidity was most expensive. Higher short-term interest rates could also encourage investors to move money from equity funds into money market funds or bond funds.
Exhibit 2. Recent Daily Investor Flows
	Trading day
	Retail net flow
	Institutional net flow
	Market return
	Closing cash

	Mon., Oct. 5
	+$18M
	-$22M
	+0.6%
	$279M

	Tue., Oct. 6
	-$11M
	+$35M
	+0.2%
	$301M

	Wed., Oct. 7
	-$24M
	-$61M
	-1.1%
	$268M

	Thu., Oct. 8
	+$7M
	-$14M
	+0.4%
	$251M

	Fri., Oct. 9
	-$16M
	+$9M
	-0.7%
	$246M

	Weekend estimate
	-$40M to -$90M
	-$278M
	Futures -2.1%
	Not yet settled


Source: Summit Ridge flow dashboard; fictional.

The Cost of Too Little Cash
If the fund’s available cash fell below the amount required for redemptions, the trading desk would have to sell securities. The direct cost included commissions, bid-ask spreads, taxes in some markets, and market impact. The indirect cost could be larger. A hurried sale might occur at a depressed price, reveal Summit Ridge’s intentions to other traders, or force the portfolio away from the investment team’s preferred positions.
Portfolio manager Victor Hale argued that the most liquid holdings should be sold first because they could be converted to cash quickly and at low cost. Marquez worried that repeatedly selling the most liquid securities would leave the remaining portfolio harder to trade. It could also increase concentration in smaller positions or sectors that the investment team would not have chosen to overweight.
The desk could instead sell positions that the analysts considered less attractive. That approach might improve the portfolio, but those securities were sometimes less liquid. The investment judgment also might be wrong. A stock sold to meet redemptions could rebound the following day, leaving remaining shareholders with a permanent loss relative to a strategy that had held more cash.
Exhibit 3. Potential Sources of $200 Million in Additional Cash
	Action
	Estimated trading cost
	Portfolio effect
	Availability

	Sell index futures / use overlay
	$0.3M-$0.7M
	Reduces market exposure temporarily
	Same day

	Sell top 10 liquid holdings
	$0.8M-$1.5M
	Reduces preferred core positions
	Same day

	Sell lower-conviction holdings
	$1.6M-$3.2M
	May improve portfolio thesis
	One to three days

	Draw bank credit facility
	$1.1M monthly equivalent
	Preserves holdings; adds leverage
	Same day if available

	Use maturing Treasury bills
	Minimal
	Reduces liquidity buffer
	$72M within five days

	Delay new purchases
	Opportunity cost uncertain
	Cash rebuilds only if inflows arrive
	Gradual


Source: Summit Ridge trading and treasury estimates; fictional. Costs vary with market conditions.

The Cost of Too Much Cash
Cash was not free. During periods of high short-term interest rates, Treasury bills and money market instruments generated meaningful income. But the Select Equity Fund was marketed as an equity strategy, and its benchmark was nearly fully invested. If stocks rose faster than cash, a persistent cash position would create a performance drag. A three-percentage-point cash position would reduce annual return by roughly 0.30 percentage points when equities outperformed cash by 10 percentage points.
The effect seemed small until it was compared with competitors. Investment consultants often ranked managers by relatively narrow performance differences. An extra 0.30 percentage points could affect ratings, institutional searches, adviser recommendations, employee bonuses, and future inflows. Ironically, holding cash to protect against redemptions could contribute to underperformance that caused more investors to leave.
The portfolio team also faced the opposite problem after large inflows. Buying too quickly could push prices higher or force purchases before analysts had completed their work. Investing too slowly left the fund with unwanted cash. The team had to decide which securities to buy, how quickly to trade, and whether to use index futures as temporary exposure while research and execution caught up.


Exhibit 4. Illustrative Annual Effect of Alternative Cash Levels
	Average cash level
	Equity outperformance over cash
	Estimated return drag
	Cash available on $8.5B fund

	2%
	4 percentage points
	0.08 percentage points
	$170M

	3%
	6 percentage points
	0.18 percentage points
	$255M

	4%
	8 percentage points
	0.32 percentage points
	$340M

	5%
	10 percentage points
	0.50 percentage points
	$425M

	7%
	12 percentage points
	0.84 percentage points
	$595M


Source: Illustrative calculations. Actual results depend on market returns, interest rates, and timing.

Forecasts and Early Warnings
Summit Ridge’s treasury team produced daily flow forecasts using historical investor behavior, intermediary reports, month-end retirement contributions, tax dates, market movements, and known institutional activity. The model performed reasonably during normal markets, but its largest errors occurred during the periods when cash was most valuable. A forecast designed around average daily behavior could not reliably anticipate a pension plan changing managers or a consultant placing the fund on a watch list.
Chief data officer Nina Shah proposed obtaining more timely information from distribution platforms and asking institutional clients for nonbinding advance indications of large movements. Some platforms could provide intraday estimates, but they charged fees and covered only part of the fund. Institutions were reluctant to reveal intentions that might affect how their trades were handled. The compliance team warned against giving favored clients information or treatment that could disadvantage other shareholders.
Chief financial officer Aaron Bell proposed a formal liquidity reserve tied to recent flow volatility and the liquidity of the portfolio. Hale objected that a fixed rule would hold excessive cash in calm markets and still be inadequate during a genuine run. He preferred manager judgment, supported by scenario analysis and a credit line. The independent fund directors wanted a process they could understand, oversee, and defend after the fact.
Exhibit 5. Management Alternatives
	Alternative
	Potential advantage
	Principal risk or tradeoff

	Raise target cash from 3% to 5%
	More protection from sudden withdrawals
	Persistent performance drag

	Maintain 3% cash plus credit facility
	Liquidity without permanent cash
	Borrowing cost and market-stress availability

	Use dynamic cash target
	Responds to flows and market conditions
	Model error and frequent trading

	Hold larger Treasury-bill ladder
	Predictable maturities and income
	May not match same-day redemptions

	Increase use of index futures
	Keeps market exposure while holding cash
	Basis, margin, and counterparty risks

	Seek better investor-flow information
	May reduce forecast error
	Cost, incomplete coverage, client resistance

	Redesign portfolio toward liquidity
	Lower cost of forced sales
	May constrain investment strategy


Source: Summit Ridge management proposals; fictional.

Monday at 8:30
By 8:20 a.m., the transfer agent increased the estimated redemption total to $347 million. One institutional client had confirmed a $178 million withdrawal. A second had requested settlement information but had not formally submitted its order. Retail flows were negative, although the estimate was still unstable. The fund’s bank confirmed that a $250 million committed credit line remained available, subject to borrowing costs and collateral requirements.
Marquez had to authorize the opening plan before markets began trading. She could use most of the fund’s cash, begin selling liquid core holdings, sell lower-conviction positions, borrow against the credit facility, or combine these actions. She also had to decide whether to raise additional cash beyond the known redemptions in anticipation of further withdrawals. Every choice depended on events that would unfold after the decision was made.
The larger question would remain after Monday. Summit Ridge needed a repeatable process for ordinary inflows, unexpected institutional redemptions, market shocks, and periods of sustained withdrawals. Yet a process that protected the fund during a crisis could weaken performance in normal markets, alter the investment strategy, or shift trading costs among shareholders entering and leaving at different times.
At 8:28 a.m., futures fell another half percentage point. Marquez looked at the cash dashboard, the trading list, and the message from the second institution. The market would open in two minutes.
Framing questions
1. Identify the different metrics that can be used to evaluate every aspect of the performance of the system?  Organize these into a pyramid to indicate the relative importance, following the style given here.
2. What are the types of decisions? Use the list of decision types here as a guide, illustrated by the applications here.  
3. Use the interactive framing matrix here to fill out the performance metrics along the top (from most to least important) followed by the list of decisions (in any order).  Use your judgment to assess whether the impact of each decision on each metric is H (high impact), M (medium), L (low) or N (none).  Finally, use the resulting matrix to rank the decisions in terms of their impact on the most important metrics.
4. What are the different sources of uncertainty?  Use the 12 categories of uncertainty here as a guide.
5. Repeat the exercise in (3), but this time using uncertainties instead of decisions.
a. Which sources of uncertainty would be captured using average performance over time?
b. Which sources of uncertainty represent forms of risk that are not properly captured using averages?
6. Choose the single decision that seems to have the highest impact on the most important metric.  
a. What approach do you think you would use to make this decision?
b. What data appears to be necessary to make this decision, including the calculation of any performance metrics where the decision would have a high or medium impact.
7. Using the same decision you identified in (6), identify the people, departments, groups or organizations that you would need to work with to implement the decision?
Discussion Questions
1. What is the central problem facing Marquez on Monday morning?
2. How much weight should Summit Ridge place on known redemptions versus possible additional withdrawals?
3. What are the consequences of holding too little cash? What are the consequences of holding too much?
4. Which securities should the fund sell first when it must raise cash?
5. When, if ever, should the fund use its credit facility rather than sell portfolio holdings?
6. How should differences between retail and institutional investors influence cash planning?
7. What information would most improve Summit Ridge’s ability to anticipate investor flows?
8. Would a fixed cash target, a dynamic rule, or manager judgment provide the strongest process?
9. How should the fund account for market conditions and interest rates when setting its liquidity position?
10. How should Summit Ridge evaluate whether its cash-management process is protecting remaining shareholders fairly?
ChatGPT notes
Prompt
Write a 4-6 page case study based on the material in the section at https://warrenpowell.org/bridging-vol1/chapter-2/#mutual-fund-cash-management. Create a context based on the metrics, decisions and uncertainties in the section, but without explicitly calling attention to them. motivate your case problem with data.
Summary
The case presents a fictional equity mutual fund facing a large institutional redemption after a weekend market shock. Management must decide how much cash to retain, whether to borrow or sell securities, which holdings to trade, and how to prepare for additional withdrawals without creating a persistent drag on investment performance.
The setting draws on the specified mutual-fund cash-management section, including the tension between holding excess cash and being forced to liquidate investments when redemptions arrive. It is motivated by industry data showing approximately $25.3 trillion in long-term U.S. mutual-fund assets in May 2026, estimated weekly mutual-fund outflows of $15.43 billion in July 2026, and money-market assets exceeding $7 trillion in March 2025.
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