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Abstract

This study explores three investment strategies: Dollar Cost Averaging (DCA), Value Averaging
(VA) Strategy, and Lump Sum (LS) Strategy, which could be the most effective for those planning
for retirement. This study focused on planning a retirement portfolio for ages 30, 40, and 50 years
old applying a variety of investment and risk measurement tools: Mean Terminal Values, Sharpe
Ratio, Modified Sharpe Ratio and Modified Sortino Ratio. Data collected for this study are monthly

earning and expenses reports from January 2002 to December 2016. The research also applied
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historical simulation methods: Autoregressive Integrated Moving Average Simulation (ARIMA) and

Monte Carlo Simulation to help identify the most effective investment strategy for the retirement

portfolio. The result showed that in all three age periods; 30 years old, 40 years old, and 50 years

old, the DCA Strategy performed better than the other two strategies. The DCA Strategy results in

higher Mean Terminal Values, Sharpe Ratio, Modified Sharpe Ratio and Modified Sortino Ratio.

Keywords: Investment Strategy, Dollar Cost Average Strategy, Retirement Planning
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