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A Mutual Fund investor or buy and hold indexer B
: cannot take advantage of lower prices as their
: capital is constantly exposed to market risk?
. 55
High prices and the commensurate risk must be
objectively measured if the aim is to improve
risk-adjusted return. ”
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Volatility Friend or Foe?

Volatility of returns can be used to an investor’s advantage.

7%

The Dow Industrials 103 year average
Annual price change is 7%. However, the
dispersion of returns reveals that half of all
the years in the stock market occur outside
of a 32% range from —16% to +16%.
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Source: Venable Park.Investment Counsel Inc.; Unexpected Returns, Ed Easterling, 2005.




