INVESTING IS A POSTIVE-SUM GAME BUT A ZERO-SUM GAME AROUND THE MARKET RETURN

Figure 2. Market participant returns after adjusting for costs
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¢ Investing is a positive-sum game (assuming a diversified portfolio).
o The market return is a positive number in the long run.
o All portfolios can grow. We can all have more than our original investment.
e But, and this is a big but, investing around the market return is a zero-sum game.
o The curve is symmetrical around the market return. Every dollar invested that outperforms the market return, is accompanied by a dollar that
underperforms.
e Cost shifts the curve left toward lower return.
o Inother words, investing is a positive-sum game but a zero-sum game around the after-cost market return.
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