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Background of the Study:

Enterprising individuals deciding how to invest money will find themselves faced with a myriad of choices.  These choices range from the conservative “sure thing,” such as savings bonds and savings accounts, to more aggressive and risky—and possibly more rewarding—ventures such as stock market investment.  There exist different algorithms that describe how to invest money based solely on objective measures.  Some are as easy as dollar cost averaging, which invests a set amount of money consistently at a set time interval.  This method earns money even with market fluctuation, and is especially attractive because of its ease of use.  Another option, called the universal portfolio,
 buys many different stocks and shifts the money among them daily to maintain a prearranged balance.  This method also makes money despite shifting markets, but is much more difficult to manage.  There are also many other techniques, some of which will be researched more in depth throughout the project.
Statement of the Problem:

The idea of the research is to gather historical data on a given set of stocks, as well as information on various current investment algorithms.  I will then analyze this information for trends and attempt to create another algorithm that will outperform the other strategies researched.  The goal of the project is to create an investment algorithm that returns more money than its competitors while still being relatively easy to use.

The project will take into account various aspects of investing, such as social or political factors that may influence the market as a whole, or a particular company; the amount of time an investor would have to dedicate to the method; and the dynamics of the groups of stocks being analyzed.
The mathematical concepts involved in the project include a significant amount of modeling, especially during the original historical research and analysis phase.  Statistics will also play a large role.  The project will measure how well an investing technique performs over several different groups of stocks for multiple investment techniques.  Then using multiple hypothesis or ANOVA testing, I will attempt to prove that either there is a statistical difference between the investing strategies or that they are statistically equivalent.
� Dawn Levy, “Stanford News Service,” 12 April 2000.  Accessed on 23 August 2006 from < http://www.stanford.edu/dept/news/pr/00/universal412.html>.  





