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The importance 
of knowing the 

history of 
investing

• Realistic expectations
• Stay course during difficult periods                         
• Don’t chase returns
• Make more money
• Take less risk
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Successful 
investing is 

mostly about 
managing risk

• Most measure risk by size of losses
• Never take a risk you don’t understand
• Never take a risk that doesn’t pay a premium
• Good investment: higher return w/o more risk
• Better investment: higher return at less risk



Do Stocks Make 
More Than 

Bonds?

• Edgar Lawrence Smith, “Common Stocks as
Long Term Investments” (1924)

• In short term bonds are less risky than stocks
• Over 10, 20, 30 or 40 years stocks are less risky
• After inflation stocks much less risky for the

long term
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Wall Street vs. 
Main Street vs.

University 
Street

• Fama-French 3-Factor Model
• Market risk: stocks vs. bonds
• Company size: small beats large
• Value beats growth



• Small companies make more money as a group
• Small companies are very risky
• Small companies are more likely to fail
• Small companies require more diversification 

Do small 
companies make 

more money 
than large 

companies?



• Large value companies make more money
than large growth companies

• Large value doesn’t go up and down
with growth

• Premium for asset class, not every company
• Premium may not exist for long periods

Do value 
companies make 

more money 
than growth 
companies?















Are more stocks 
likely to make 

you more or 
less money?

• Expected return of one stock is less than 
the average return of all stocks

• 4% of stocks make outsized returns
• 96% of stocks make same return as T-Bills
• "Do Stocks Outperform T-Bills?” Bessembinder



Do lower 
expenses have 

an impact on 
mutual fund 

returns?

• Most dependable way to make more money 
is lower expenses

• Expenses include operational, trading and 
marketing expenses

• Charles Schwab takes advantage of 
regulation changes (1975) and cuts trading 
costs 

• John Bogle offers first public index fund (1976), 
cuts administrative and management
expenses, and broadens 
diversification



• Lower expenses and more diversification 
• 5% to 10% of actively managed funds beat 

index (SPIVA)
• Survivorship bias very high 
• Lower taxes
• Lower trading costs 
• More peace of mind and confidence 

in performance 

Do index funds 
perform better 

than actively 
managed funds 

in the long 
term?



• Lower fees
• More diversification
• Lower costs private management
• More automation
• Target Date fund improvements
• Robo Advising

Future of 
Investing



The Past, Present, and Future of Investing 
Date: June 3rd, 2020 

Time: 10AM 
REGISTER HERE

10 important lessons of the last 50 years
How to avoid most common investment mistakes

Why future returns will be better than past returns

Upcoming Events

https://bcf.fcsuite.com/erp/donate/create?event_date_id=2105


How to Invest in a Bear Market
Date: June 10th, 2020

Time: 10AM 
REGISTER HERE

3 things most investors don’t know about bear markets
How to invest during and after bear markets

3 best ways to take money out of investments in retirement

https://bcf.fcsuite.com/erp/donate/create?event_date_id=2106






Thank you.

If you have any questions,
please email Paul@paulmerriman.com

Sign-up for his free twice-a-month newsletter 
and join Paul on Facebook, LinkedIn and Twitter.

mailto:Paul@paulmerriman.com
https://paulmerriman.com/signup/
https://www.facebook.com/PaulAMerriman/
https://www.linkedin.com/in/paulmerrimandotcom
https://twitter.com/SavvyInvestorPM
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