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CH 3. HMHIRIHO Do Stocks Outperform Treasury Bills?, (2018)
Wealth Creation in the U.S. Public Stock Markets 1926 to 2019

Abstract

This report quantifies long-run stock market outcomes in terms of the increases or decreases
(relative to a Treasury bill benchmark) in shareholder wealth, when considering the full history
of both net cash distributions and capital appreciation. The study includes all of the 26,168 firms
with publicly-traded U.S. common stock since 1926. Despite the fact that investments in the
majority (57.8%) of stocks led to reduced rather than increased shareholder wealth, U.S. stock
market investments increased shareholder wealth on net by $47.4 trillion between 1926 and
2019. Technology firms accounted for the largest share, $9.0 trillion, of the total, but
Telecommunications, Energy, and Healthcare/ Pharmaceutical stocks created wealth
disproportionate to the numbers of firms in the industries. The degree to which stock market
wealth creation is concentrated in a few top-performing firms has increased over time, and was
particularly strong during the most recent three years, when five firms accounted for 22% of net
wealth creation. These results should be of interest to any long-term investor assessing the
relative merits of broad diversification vs. narrow portfolio selection.

XI&2: Bessembinder, Do Stocks Outperform Treasury Bills?; (2018), AGS# 2IMX|HIE]
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Improving supply side causes

returns to rise above cost of capital:

share price outperforms
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New entrants attracted by
prospect of high returns:
investors optimistic

Indust ry Capﬂ: al Rising competition causes returns
to fall below cost of captial:
chle share price underperforms
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oil’, is grid connectivity the
strategic bottleneck in the Al
transformation?
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Al electricity demand will grow ten-fold to 2030
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A2 APPLE,

.

Apple Price Increases

Product
Base iPad
Mac Studio
iPad Air
iPad mini
iPad Pro
MacBook Air
MacBook Pro
MacBook Neo
iMac
13-inch iPad Pro

Touch ID MacBook Neo

REESTERENTE

[}

Previous
$349
$1,999
$599
$499
$999
$1,099
$1,699
$599
$1,299
$1,299
$699

New
$449
$2,499
$749
$599
$1,199
$1,299
$1,999
$699
$1,499
$1,499
$799

Increase

+28.7%
+25.0%
+25.0%
+20.0%
+20.0%
+18.2%
+17.7%
+16.7%
+15.4%
+15.4%

+14.3%
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