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Notes

4. The profit-sharing plan has retained a money manager who maintains a 50/50
balance between stocks and bonds. The investment results are reported annually
to the beneficiaries. Additional information about the securities held by the

plan, as well as the management fees is available upon request by mail.

5. The benchmark was the S&P 500 for equity funds, the Shearson Bond Index for
bond funds, and an appropriate percentage mixture between the two for the profit-
sharing plan.

6. The assumption is that they disclosed both their poor choices as well as their
good choices. While censorship is a possibility, it does not obviously bias the
results of the questionnaire.

7.  Of sixty forms circulated, 12 individuals responded to the questionnaire.
The 29 investments were held by these 12 people.
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9. In fact, simulations of the “U” shaped pattern indicate that is more correctly described as
"J" shaped, and is characterized by large standard errors in the left tail.

10. The database is collected frolm Weisenberger Investment Companies Service
Investment Companies annual reports. It provides information about virtually all publicly
offered open-end mutual funds on an annual basis. Data were collected by hand from the
Mutual Funds Panorama section for the years 1976 through 1988, for all firms listed as
common stock funds, or those specialty funds that invested in common stock (typically sector
funds). For each fund, we recorded the name as it appeared that year, the year of origin, the
fund objective, the net asset value at the end of the year, the net asset value per share at the
beginning of the period, the 12 month percentage change in net asset value per share adjusted
for capital gains distributions, the income return, the capital gains distributions and the
expense ratio. We calculated the total return inclusive of capital appreciation, income and
capital gains distributions. In some cases, one or more of these data were not reported, and
this prevented total return calculations. We calculated net fund inflows, “new money,” as
the total fund value at time t less the total fund value at time t-1 times the total fund return
over the period, adjusted for capital gains. This makes the conservative assumption that fund
investors automatically re-invest dividends. In order to track funds through time, we
assigned each a unique number. Footnotes at the end of the Panorama section indicated
merged funds and name changes of funds. When one fund was merged into another, the
"acquired” fund was deemed to have disappeared, while the “acquiring” fund was deemed to
have continued in operation. For additional details about the database, see Brown

and Goetzmann (1992).
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