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OPTIMAL BUY-AND-HOLD STRATEGIES FOR FINANCIAL
MARKETS WITH BOUNDED DAILY RETURNS*

GEN-HUEY CHENT, MING-YANG KAO¥, YUH-DAUH LYUU?, AND HSING-KUO WONG

Abstract. In the context of investment analysis, we formulate an abstract online computing
problem called a and develop general tools for solving such a game We then use
the tools to investigate a practical problem faced by long-term investors in
stoc s We obtain the uni ue optimal static online algorithm for the problem and determine its
exact competitive ratio We also compare this algorithm with the popular dollar averaging strategy
using actual mar et data
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1In , We use instead of so that the competitive ratios of di erent online algorithims

are greater than and therefore are easier to distinguish visually in igures and In contrast, in

instead of

, we choose in order to simplify the linear algebra involved
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