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Dividends and Earnings Growth, annualized
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Change in P/E Ratio
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Investment Return plus Speculative Return

Total Returns on Stocks, 
Past and Future
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Yield at Start of Each Period

Investment Returns on Bonds, 
Past and Future
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Beginning Yield, and Return for Following Period

Total Returns on Bonds, 
Past and Future
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Return on a Balanced Portfolio,
Past and Future
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500 Index Fund
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Inflation
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Average Fund versus 500 Index Fund,
1980 - 2005

Rate Profit on $1,000

Fund %
of Index

Profit

57%

22%

Avg. Fund
Rate Profit on $1,000

10.0%*

-3.3

4.0%

$9,820

$1,670

Gross Return 12.5% $17,920 12.5% $17,920 100%

Fund Lag -0.2 -2.5

$17,080

Time/Sel. Penalties -2.7

Investor Return 12.3% 28%7.3% $4,820$17,080

*Lipper reported return reduced by 0.6% for estimated survivor bias
and 0.3% for sales charges.
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Picking the Short-Term Winners
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Winners, Losers, and Failures
Long-Term Returns of Mutual Funds

1970 - 2005
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Equity Mutual Funds: Returns vs. Costs
(10 Years Ended February 2005)

Cost 
Quartile

Gross
Return Costs

Net
Return Risk

Risk-adj
Return

Cum.
Gain

One
(lowest)

12.6% 0.9% 11.7% 16.0% 11.9% 207%

Two 12.5 1.5 11.0 17.0 10.9 181

Three 12.8 2.0 10.8 18.5 10.1 163

Four
(highest)

12.0 3.0 9.0 21.4 8.1 118

Low Cost
Enhancement

+5% -70% +30% -34% +47% +75%

Gross return was calculated by adding costs back into each group’s net return.
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