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Key Takeaways

• Compounding gains over long periods can result in startling numbers.

• Diversification is key, given the failure rate of stocks over long periods.

• Emotions can get in the way, resulting in suboptimal outcomes.

If allowed to deliver its potential, long-term investing can yield astonishing results. But it isn’t always 

straightforward…

There is a famous mathematical parable called the “Wheat and chessboard problem”. It goes like this: A 

king, pleased with the invention of the game of chess, offered to reward the inventor. The inventor humbly 

asked for one grain of wheat on the first square of a chessboard, two on the second, four on the third, 

and so on, doubling the number of grains for each of the 64 squares. The king, thinking it a modest 

request, agreed. However, as the numbers grew exponentially, by the 64th square, the total number of 

grains reached 18,446,744,073,709,551,615, or 18.45 quintillion – a quantity far greater than all the wheat 

in the kingdom, leaving the king bewildered and clearly unable to grant the reward.

Most people with some mathematical background understand the principle of compounding, yet our 

behaviour doesn’t always reflect an appreciation of its true power. A recent study by esteemed academic 

Hendrik Bessembinder from Arizona State University highlights, much like the wheat and chessboard 

parable, the extraordinary long-term returns of stocks1.

The study analyses 29,078 publicly listed US stocks from the Centre for Research in Security Prices 

(CRSP) database, calculating compound returns over 98 years, from 31 December 1925 to 31 December 

2023. These returns reflect a buy-and-hold strategy with dividends reinvested, covering the duration from 

a stock’s inclusion in the database until delisting or the end of the sample period.

The table below shows the top five stocks in this analysis and their numbers:

Source: Bessembinder, Hendrik (Hank), Which U.S. Stocks Generated the Highest 

Long-Term Returns? (16 July 2024). Available at SSRN: https://ssrn.com/abstract=4897069 or 

http://dx.doi.org/10.2139/ssrn.4897069. Historical performance is not an indication of future performance 

and any investments may go down in value.
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What can we learn from these astounding numbers as well as some of the other results from the paper?

1. Stay invested, remain patient

In other words, let the miracle of compounding work its wonders. Yes, you read the table correctly – $1 

invested in Altria Group grew to $2.65 million over 98 years. An annualised compound return of 16.29% 

translated into a staggering cumulative return of 265.53 million %. Small steps truly add up. Just like starting 

with a single grain on the chessboard, you can still achieve a great outcome if you're willing to traverse all 

64 squares patiently.

2. Diversify, of course

It goes without saying: don’t put all your eggs in one basket. Bessembinder’s study shows that the median 

cumulative compound return across all stocks was -7.41%, with 51.64% of stocks delivering negative 

compound returns over their lifetimes. This demonstrates that simply staying invested isn’t enough – you 

could still end up in the wrong stocks and lose your entire investment chasing massive returns.

But here’s the key takeaway: the mean compound return was 22,840%, meaning a $1 investment could 

grow to $229.4. While this is far lower than Altria Group’s staggering 265.53 million %, it’s still an incredible 

outcome, especially given the significantly reduced risk compared to betting on a single stock or even 

a handful of stocks. Moreover, the median outcome being negative and mean being strongly positive 

emphasises that the winners can lift the entire portfolio even if there are plenty of laggards.

3. Don’t waiver

Our emotions can easily get in the way. We get caught up in hype cycles, and our fear of missing out 

(FOMO) kicks in, causing us to make poor decisions. This often leads to the trap of buying high and selling 

low – the exact opposite of what any investor intends.

Did Altria Group deliver a steady 16.29% return every year for 98 years? Certainly not. There were times 

when anyone would have been tempted to sell. But remember, the temptation to sell is a luxury only 

available to those who still have something to sell. If your strategy has pushed you out of the market, 

there’s nothing left to decide. As noted earlier, most stocks in the analysis delivered negative returns over 

their lifetimes.

Conclusion

These three lessons are interconnected. The takeaway from the data is clear: if you stick to a well-diversified 

strategy in a market you believe will grow in aggregate and don’t let emotions steer you off course, the 

long-term results can be truly remarkable.

Additional resource:

In addition to the full paper, I encourage people to check out the FT Unhedged podcast episode, “The 

World’s Greatest Stocks”, which inspired this blog piece and offers a very engaging listening experience.
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1 Bessembinder, Hendrik (Hank), Which U.S. Stocks Generated the Highest Long-Term Returns? (July 16, 

2024). Available at SSRN: https://ssrn.com/abstract=4897069 or http://dx.doi.org/10.2139/ssrn.4897069.
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Important Risks Related to this Article

IMPORTANT INFORMATION
Marketing communications issued in the European Economic Area (“EEA”): This document has 

been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by the 

Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: This document has been 

issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United Kingdom 

Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” (as 

applicable). Our Conflicts of Interest Policy and Inventory are available on request.

For professional clients only. Past performance is not a reliable indicator of future performance. 

Any historical performance included in this document may be based on back testing. Back testing 

is the process of evaluating an investment strategy by applying it to historical data to simulate 

what the performance of such strategy would have been. Back tested performance is purely 

hypothetical and is provided in this document solely for informational purposes. Back tested data 

does not represent actual performance and should not be interpreted as an indication of actual or 

future performance. The value of any investment may be aected by exchange rate movements. Any 

decision to invest should be based on the information contained in the appropriate prospectus and 

aer seeking independent investment, tax and legal advice. These products may not be available 

in your market or suitable for you. The content of this document does not constitute investment 

advice nor an oer for sale nor a solicitation of an oer to buy any product or make any investment.

An investment in exchange-traded products (“ETPs”) is dependent on the performance of the underlying 

index, less costs, but it is not expected to match that performance precisely. ETPs involve numerous risks 

including among others, general market risks relating to the relevant underlying index, credit risks on 

the provider of index swaps utilised in the ETP, exchange rate risks, interest rate risks, inflationary risks, 

liquidity risks and legal and regulatory risks.

The information contained in this document is not, and under no circumstances is to be construed as, an 

advertisement or any other step in furtherance of a public oering of shares in the United States or any 

province or territory thereof, where none of the issuers or their products are authorised or registered for 

distribution and where no prospectus of any of the issuers has been filed with any securities commission 

or regulatory authority. No document or information in this document should be taken, transmitted or 

distributed (directly or indirectly) into the United States. None of the issuers, nor any securities issued 

by them, have been or will be registered under the United States Securities Act of 1933 or the Investment 

Company Act of 1940 or qualified under any applicable state securities statutes.

This document may contain independent market commentary prepared by WisdomTree based on publicly 

available information. Although WisdomTree endeavours to ensure the accuracy of the content in this 
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document, WisdomTree does not warrant or guarantee its accuracy or correctness. Any third party data 

providers used to source the information in this document make no warranties or representation of any 

kind relating to such data. Where WisdomTree has expressed its own opinions related to product or market 

activity, these views may change. Neither WisdomTree, nor any ailiate, nor any of their respective oicers, 

directors, partners, or employees accepts any liability whatsoever for any direct or consequential loss 

arising from any use of this document or its contents.

This document may contain forward looking statements including statements regarding our belief or 

current expectations with regards to the performance of certain assets classes and/or sectors. Forward 

looking statements are subject to certain risks, uncertainties and assumptions. There can be no assurance 

that such statements will be accurate and actual results could dier materially from those anticipated 

in such statements. WisdomTree strongly recommends that you do not place undue reliance on these 

forward-looking statements.

WisdomTree Issuer ICAV

The products discussed in this document are issued by WisdomTree Issuer ICAV (“WT Issuer”). WT Issuer 

is an umbrella investment company with variable capital having segregated liability between its funds 

organised under the laws of Ireland as an Irish Collective Asset-management Vehicle and authorised by 

the Central Bank of Ireland (“CBI”). WT Issuer is organised as

an Undertaking for Collective Investment in Transferable Securities (“UCITS”) under the laws of Ireland 

and shall issue a separate class of shares ("Shares”) representing each fund. Investors should read the 

prospectus of WT Issuer (“WT Prospectus”) before investing and should refer to the section of the WT 

Prospectus entitled »Risk Factors¼ for further details of risks associated with an investment in the Shares.

WisdomTree Artificial Intelligence UCITS ETF

Nasdaq® and the Nasdaq CTA Artificial intelligence Index are registered trademarks of Nasdaq, Inc. (which 

with its ailiates is referred to as the “Corporations”) and are licensed for use by WisdomTree Management 

Limited. The WisdomTree Artificial Intelligence UCITS ETF (the “Fund”) has not been passed on by the 

Corporations as to its legality or suitability. Shares in the Fund are not issued, endorsed, sold, or promoted 

by the Corporations. THE CORPORATIONS MAKE NO WARRANTIES AND BEAR NO LIABILITY WITH 

RESPECT TO THE FUND.

Notice to Investors in Switzerland – Qualified Investors

This document constitutes an advertisement of the financial product(s) mentioned herein.

The prospectus and the key investor information documents (KIID) are available from WisdomTree¼s 

website: https: //www.wisdomtree.eu/en-ch/resource-library/prospectus-and-regulatory-reports

Some of the sub-funds referred to in this document may not have been registered with the Swiss Financial 

Market Supervisory Authority (“FINMA”). In Switzerland, such sub-funds that have not been registered 

with FINMA shall be distributed exclusively to qualified investors, as defined in the Swiss Federal Act 
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on Collective Investment Schemes or its implementing ordinance (each, as amended from time to time). 

The representative and paying agent of the sub-funds in Switzerland is Société Générale Paris, Zurich 

Branch, Talacker 50, PO Box 5070, 8021 Zurich, Switzerland. The prospectus, the key investor information 

documents (KIID), the articles of association and the annual and semi-annual reports of the sub-funds are 

available free of charge from the representative and paying agent. As regards distribution in Switzerland, 

the place of jurisdiction and performance is at the registered seat of the representative and paying agent.

For Investors in France:

The information in this document is intended exclusively for professional investors (as defined under the 

MiFID) investing for their own account and this material may not in any way be distributed to the public. 

The distribution of the Prospectus and the oering, sale and delivery of Shares in other jurisdictions may 

be restricted by law. WT Issuer is a UCITS governed by Irish legislation, and approved by the Financial 

Regulatory as UCITS compliant with European regulations although may not have to comply with the 

same rules as those applicable to a similar product approved in France. The Fund has been registered 

for marketing in France by the Financial Markets Authority (Autorité des Marchés Financiers) and may be 

distributed to investors in France. Copies of all documents (i.e. the Prospectus, the Key Investor Information 

Document, any supplements or addenda thereto, the latest annual reports and the memorandum of 

incorporation and articles of association) are available in France, free of charge at the French centralizing 

agent, Societe Generale at 29, Boulevard Haussmann, 75009, Paris, France. Any subscription for Shares 

of the Fund will be made on the basis of the terms of the prospectus and any supplements or addenda 

thereto.

For Investors in Malta: This document does not constitute or form part of any oer or invitation to the public 

to subscribe for or purchase shares in the Fund and shall not be construed as such and no person other 

than the person to whom this document has been addressed or delivered shall be eligible to subscribe 

for or purchase shares in the Fund. Shares in the Fund will not in any event be marketed to the public in 

Malta without the prior authorisation of the Maltese Financial Services Authority.

For Investors in Monaco: This communication is only intended for duly registered banks and/or licensed 

portfolio management companies in Monaco. This communication must not be sent to the public in Monaco.
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