
Ad
ve

r

European Financial Management / Volume 9, Issue 1 /  pp. 1-10

Passive Investment Strategies and E�cient Markets

First published: 14 March 2003

https://doi.org/10.1111/1468-036X.00205

Abstract

References 

Campbell, J. Y., Lo, A. W. and MacKinlay, A. C., The Econometrics of Financial Markets ( Princeton : Princeton
University Press, 1997).

Cochrane, J. H., Asset Pricing ( Princeton : Princeton University Press, 2001).

DeBondt, W. F. M. and Thaler, R., ‘Financial decision-making in markets and �rms: a behavioral perspective’, in
R. Jarrow et al. (eds), Handbook in OR&MS, Vol. 9 (Elsevier Science, 1995).

Fama, E., ‘Market e�ciency, long-term returns, and behavioral �nance’, Journal of Financial Economics, Vol.
49, 1998, pp. 238–206.

Burton G. Malkiel

PDF

This paper presents the case for and the evidence in favour of passive investment strategies and
examines the major criticisms of the technique. I conclude that the evidence strongly supports
passive investment management in all markets—small–capitalisation stocks as well as large–
capitalisation equities, US markets as well as international markets, and bonds as well as stocks.
Recent attacks on the e�cient market hypothesis do not weaken the case for indexing.
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