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ABSTRACT

The objective of this independent study “A Study of Returns and Risks of Dollar Cost
Averaging and Value Averaging” was to study the returns and risks of Dollar Cost Averaging
investment and Value Averaging investment for the market portfolio which was the investment in
the 50 securities used in computing the SET50 Index and the random portfolio with was the
investment in some randomly selected securities for the investments periods of 1, 5 and 10 years
which were referred to short-term, medium-term, and long-term investments. The study employed
historical data of 120 monthly securities returns during January 1996 to December 2005 and the
data from data generating process by applying Monte Carlo simulation. Portfolio returns,
portfolio standard deviations, Sharpe Ratios and VaRs at 95% confidence level for different
portfolios were computed and then compared.

The results showed that returns and standard deviations of Dollar Cost Averaging
investment and Value Averaging investment tended to be in the same direction. However, Value
Averaging investment yielded higher return, lower standard deviation and lower average
investment cost than those of Dollar Cost Averaging investment.

For the investment periods of 1, 5 and 10 years, portfolio returns tended to increase and
standard deviations tended to decrease over the longer horizon of investment. In addition, the
return and standard deviation of the random portfolio rendered the higher return and the lower

standard deviation than the market portfolio. For Shrape Ratio, the market portfolio showed the



higher Sharpe Ratio than the random portfolio. For VaR, the random portfolio applying Dollar
Cost Averaging investment gave the highest VaR.
In the nutshell, the study found that Value Averaging investment offered higher return

and lower risk comparing to Dollar Cost Averaging investment for all periods of investments.



