Accepted Manuscript

Do Stocks Outperform Treasury bills?

Hendrik Bessembinder

Pl S0304-405X(18)30152-1

DOI: 10.1016/j.jfineco.2018.06.004
Reference: FINEC 2910

To appear in: Journal of Financial Economics
Received date: 17 July 2017

Revised date: 18 October 2017

Accepted date: 20 November 2017

Please cite this article as: Hendrik Bessembinder , Do Stocks Outperform Treasury bills?, Journal of
Financial Economics (2018), doi: 10.1016/j.jfineco.2018.06.004

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service
to our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and
all legal disclaimers that apply to the journal pertain.


https://doi.org/10.1016/j.jfineco.2018.06.004
https://doi.org/10.1016/j.jfineco.2018.06.004

Do Stocks Outperform Treasury bills?

Hendrik Bessembinder®
Department of Finance, W.P. Carey School of Business,

Arizona State University

May 2018

Forthcoming, Journal of FinanciakEconomics

Abstract

The majority of common stocks that have appeared inthe Center for Research in Security Prices
(CRSP) database since 1926 have lifetime buy-and-hold returns less than one-month Treasuries.
When stated in terms of lifetime dollar wealth.creation, the best-performing 4% of listed
companies explain the net gain for the entire US'stock market since 1926, as other stocks
collectively matched Treasury bills. TheSe results highlight the important role of positive
skewness in the distribution of individual stock returns, attributable to skewness in monthly
returns and to the effects of compounding: The results help to explain why poorly diversified
active strategies most often underperform market averages.
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