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Investment Decisions
Part A.
In case of lack of information, the best strategy is to follow the CAPM model. In this case, the CAPM requires one to hold the market portfolio (combining the specific stock with risk-free investment). According to the model, the aggregate of all investors’ portfolio must equal the market portfolio, since in the market, for efficiency to be achieved, demand must equal supply. Consequently, I will hold the market portfolio, which will ensure that I make the same return as the average investor. This strategy will work since the CAPM only requires the investor to depend on rational expectation and in turn interpret the information he has to make decisions that lead to investing in stocks with zero alpha. By investing in zero alpha stock, the other investors will use their information to realize that the shares I hold have zero alpha, hence no interest in buying my stock to make a profit at my expense.
Part B
[bookmark: _GoBack]On June 1st 2017, Forbes published an article offering the best investment strategy for a modern investor (Mauldin, 2017). The article talks about the modern portfolio theory (MTP) which was introduced by Markowitz. According to MTP, investors must hold different stocks (diversify) to reduce stock volatility. The paper outlines the failure of MTP during the financial crisis of 2009. As such, Mauldin (2017) came up with the new theory, which he termed MTP 2. According to the article, making efficient investment decisions requires an investor to not only rely on diversification and correlation. Instead, it needs the investor to get a deeper understanding of the assets, which will help him make informed decisions. Relying on past performance alone will not guarantee the success of the stocks as demonstrated during the 2009 financial crisis. In this case, the article suggests that efficient investment requires the investor to be aware of the core structure of the asset strategy and classes involved in the portfolio.
Applicability of the Article
I believe that the article is applicable, especially in its emphasis on getting to know more than the basic historical performance and correlation of the assets. To make an informed decision, one has to know more about the assets that he intends to invest in or already has in his portfolio. Knowing this information will make the person to determine the alpha of the portfolio. In case an investor seeks comprehensive information, he will be in a position of determining portfolios with negative alpha, hence purchase them and then use his information to determine willing sellers to make more profit. Similarly, the investor will choose to hold his portfolio and maintain the zero alpha throughout.
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