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8 Investors must stay for ng haul

MORE THAN Millions  of
WoREY inveators place
their money

with  mutual

funda specializ-
ing in large cap
stocks, Large
cap stocks are
S&P #00-type
stocks; hence
Inrge cap mutu-
al funds may be
cxpected to gen-
erate returns
similar to those
of Indnx Funda,

However, vven investors in
theae funds fail to earn anything
like the returns earned by the
$&P 500 index. For instance, a
recent study conducted by Dal-
bar Ine., a Bonton-bnsed fund-
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h wervice, found that dur-
ing Janunry 1984 through June
1994, S&P 600 index preduced o
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Befure we answer this very diffi-
cult questlon, we should remind
aurselven of the fmous words of
wisdom from George Bernard
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market is sliding or sizzling, the
majority of investors behave as
though they were short-term
traders and invariably fail to
slay the course.

Incidentally, since'it is critical
for investors to stay the course in
order to realize satisfactory
returns on their investment, it is
important to explain what is
implied by that term. Long-
term investors make two basic
assumptions about the market.
First, fluctuntions in the market
are random in nature, which
implics that it is not possible to
predict what the market will do
in the short-run by analyzing its
pnat behavior. Second, major
market advances have been
recorded to take place over very
short perlods of time (generally
within a few weceks), and even
tho legondn like Poter Lynch and
John Templeton cannot identify
theeo porlods in advance. If
these two nssumptions are cor-
rect, thon the best course of
action for long-term investors
wauld appenr to be to stay in the
market for an extended period of
tinte, That is, once an investor

enters the market, he or she

. should stay in the market for a

minimum period of, say, five
years. The selection of the mini-
mum period is not arbitrary.

History suggests that, as a gen- -

ecral rule, during any five-year
periad, the market is likely to
experience n series of both
advances and declines. Conse-
quently, for best results, an
investor should stay the course
by remeining invested in the
market for a minimum of five

years, v o
Apl ion for t.he

the first sign of market fluctua-
tions (both in up and down mar-
kets) and hence, as already stat-
ed, they fail to stay the course
with devastating yet predictable
consequences,

e above analysis lcads us to
the following unsettling conelu- .
aion: Most investors have very
little understanding of market
risk, and neither the media nor
the finnncial advisors sefving
them appear to have much inter-
est in explaining to investors
what nsk is nnd how it can be -
d. But until
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that happ even those market

the pnr'. afﬂmonul investors Iics
in the way they perceive the
inherent risk of the market.
While returns of the stock mar-
ket — and for that matter
returns of mutual funds and
individual securities — are
splashed daily all’over the place
on a regular basis, there is hard-
ly any mention of risk either in
the popular media or in financial
journals. The result is pre-
ictable: With little unds
ing of what constitutes market
risk, investors run for cover at

plnyeru who know full well that

“you have to be in it to win it”
will continue to go in and out of
tho market like traders, and
hence will come out as small -
gainers at best, and big losers nt.
worst, in the mnrk t.

Sid Mittra, Ph.D., CFP, is pro-
fessor of, finance, Oakland Uni-
versity, Rochester, and owner,
Mittra & Associates, a Troy
financial consulting firm. You
can e-mail questions or com-
ments to Sid Mittra at
smittra@oeonline.com.
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someone in Finland. “Surpris-
ingly, to me, about half our
orders from our Web site come
from Europe.”

Wardeli started hin buainess
at age 20 while an eiectrical
engineering student at Western

§ University in Kal
200 88 n menns of “making col-
loge money until [ graduated
and got n ren! job.” Soon wife
Deborah Joined the company.
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“I am getting 1,000 visits a eb.
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BUSINESS MILESTONES

box in my hands so it’s casy to
purchase online. Anybody who
can sell through mail order can
do well on the Web.”

Stardock does a lot of advertis-
ing in mainline computer maga-
zines, such as PC World. “When
we advertise, we include the

year.”

The annual cost of the Web
site is about $600, snid Wardell,
compared to $565,000 for one fult
page full-color advertisement in
PC World. Stardock spends
about $200, 000 a year advertis-
ingin “We got a total

Universal Resource Locator
(URL) to cur Web site in the
advertisement,” said Wardell,
“That gencrates some traffic.
“We also are listed in all pf the
Internet search engines like
Yahoo and Infoseok., And our
site address finda its way into
computer discussions in Usenet.

So we promete il in s number of.

ways but I'm still not sure why
our sito gots ns heavy use as it
does,”

There are two lmporumt goala
for any t n the

of 612 responses from the maga<
zine ad and we get 1,000°
responscs a doy from the Web. *

“For discussion only, if a bad.
recession hit and my business;
took a dive and I had to layoff all-
my employces, I could stay in.
business with the volume of the
Web site alone,”

Among Stardock’s staft of mnc
is Kurt Westerfeld, project man-.
nger of Objcct Deosktop who
heads the company’s businees
unit, and Alexander Antonindes,
former assi; editor of 0S/2

stressed Wurdull nnd that is to
gonorato traflic and to produce
roturn traffic,

“In cumpnﬂuon to other meth-
ods, o Web site is so cheap that
it coata us practically nothing to
initinte and to continue. And
that'o great for somothing that is

genernting between $50,000 to |

$70,000 monthly in sales.”
Stardock just finished its 1895
fiacal yoar and so the numbers
were frosh in Wardell's mind
when I talked with him. “We got
about 156 parcent of our total
business directly from the Web
and probably 20 percent when
you add in the indirect sales.
That's pretty good, considering
we've been online for less than &

Magazine who recently came
abonrd to head Starkdock’s mar-
keting efforts.

Founded in 1892 ae & custom
solutions provider, Stardock
entered the OS/2 market in 1993
with a game called “Galactic
Civilizations” which now repre-
sents 14 percent of the 08/2
market and has a game of the
year title as part of its credita.
Other major software products
are “08/2 Essentials" and
“Object Desktop.”

Emory Daniels may be conmctcd b
via E-mail at emory@oeonline.com. ¢
Past columna are archived ats
http:! foconline.com /-cmuryd/arc ~
hiveht

ton Wooda has joined D'Arcy
Masius Benton & Bowlea/Bloom-
field Hilla ss a graphic designer/
typography specinlist for tho
Bloomfleld Graphics Studio.

Mike Murri of Roch

WJIBK-TV,

Stavy Penkaia of Berkley,
assistant director of admissions
at Oakland University in
Rochester Hills, was elected to  ©
the emmﬁvo bonrd of the Michi- -

Hills was named local anlea
manager at WXYZ-TV/Channel
7. He has been an account execu-
tive with the station for 14
years, Jeff Murri of Shelby
Tuwnship was named reginal
account executive at the South-
field-based station, He comes to
Cherael 7 from Southfiold-based

gan Asaoci for Collegn
Admlnllona Counseling.

She will serve a three-year
term as treasurer, She previous- |
ly served on the public relations
and conference planning com- .-
mittees and chaired the collega
showcasé committee, She joined
tho OU admissions staff in 1988;%




