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[0 O The concept of an efficient financial market has an important and sobering corol-lary. Efficient markets imply
that investors [ or at least the vast majority of investorsC] cannot expect on average to beat the market consistently.
Of course, that does notmean an individual will never select an asset that does exceedingly well. Individualscan earn
large returns on particular assets, as the stockholders of many firms know.Certainly the investor who bought Gold
Kist stock on Friday, August 18, 2006, for$12.93 and sold it one trading day later on Monday, August 21, 2006, for
$19.02made a large return on that investment. (J After trading closed on August 18, it was an-nounced that
Pilgrims Pride would buy Gold Kist for $20 per share.ll The concept ofefficient markets implies that this investor
will not consistently select those individualsecurities that earn abnormally large returns.If investors cannot expect to
outperform the market consistently, they also shouldnot consistently underperform the market. [ That is, you
would not always be the in-vestor who sold Gold Kist just prior to the large increase in its price.[] Of course,
somesecurities may decline in price and inflict large losses on their owners, but efficientmarkets imply that the
individual who constructs a well-diversified portfolio will notalways select the stocks and bonds of firms that fail. If
such individuals do exist, theywill soon lose their resources and will no longer be able to participate in the
financialmarkets.
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