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John Maynard Keynes's investing career

was defined by a shift from macro
0 n C e n ra e speculation to concentrated equity

Equities

ownership at King's College, Cambridge.

The economist who changed macroeconomics also changed
institutional investing by turning King's College, Cambridge
toward equities, concentration, value, and the uncomfortable
discipline of being early.
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In brief

John Maynard Keynes is remembered as the architect of modern macroeconomics, but his quieter second career as
bursar and money manager at King's College, Cambridge helped alter the practice of long-horizon investing. After early
setbacks in currencies, commodities, and market timing, Keynes moved from broad macro speculation to

concentrated, bottom-up equity ownership. His Discretionary Portfolio at King's produced exceptional long-term

returns, but the record was volatile, idiosyncratic, and vulnerable to timing errors. Keynes's investing legacy is not a

simple endorsement of bold stock picking. It is a case study in the value of governance, time horizon, intellectual

flexibility, and the danger of confusing economic insight with tradable certainty.

Keynes managed the King's College endowment from the early 1920s until his death in 1946, using his
discretionary authority to move capital away from traditional real estate and fixed income toward common stocks.

His Discretionary Portfolio returned about 15.97% a year from August 1922 to August 1946, compared with
10.37% for an equally weighted UK equity index, but with high tracking error and material drawdowns.

The defining shift in Keynes's investing life was his move in the early 1930s from top-down market timing toward
concentrated, bottom-up ownership of undervalued companies.

Keynes anticipated later endowment practice by arguing that long-horizon institutions could accept equity volatility
and depart from consensus, but he also warned that committees often punish unconventional behavior before it
pays off.
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* His record contains enduring cautions: he mistimed currencies, suffered steep early setbacks, sold some winners

too early, and proved that macro brilliance does not automatically translate into reliable trading profits.

Performance markers

Discretionary Portfolio annual

return

UK equity index annual return

Restricted Portfolio annual
return

UK government bond annual
return

Discretionary Portfolio Sharpe

ratio

Tracking error versus UK
equities

UK equity turnover, 1921 to
1929

UK equity turnover, 1940 to
1946

15.97%
Average annual total return for King's College Discretionary Portfolio
from end August 1922 to end August 1946.

10.37%
Comparable equally weighted UK equity market index return over the
same period.

6.81%
Average annual total return for the King's Restricted Portfolio, which was
much more constrained and fixed-income oriented.

7.06%
Total return on UK Consols used as the government bond benchmark in
the King's performance study.

0.73
Estimated Sharpe ratio for the Discretionary Portfolio, compared with
0.49 for the UK equity market.

13.9%
Estimated tracking error of Keynes's Discretionary Portfolio relative to
the UK equity index, reflecting substantial active risk.

55%
Average turnover in the UK equity portfolio during Keynes's earlier, more
active period.

14%
Average turnover after Keynes had moved toward longer-held
concentrated positions.

Charts and timelines
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Risk

Currency timing risk

Crash exposure
High active risk

Disposition effect

Philosophy

Equities for long horizons

Concentration over
scattering

Value and prospective
yield

Skepticism toward market

Positive cumulative profits,
severe interim losses

-14.21%
13.9% tracking error

Sold winners too early, held
losers too long

Equity risk accepted

Large holdings in best ideas

Bottom-up assessment

Less top-down trading

Timeline

Born in Cambridge
Fellow of King's

Investment responsibility
begins

First Bursar

Strategic shift

The General Theory

Death

Performance

Discretionary Portfolio
UK equity market
Restricted Portfolio
UK government bonds

Tracking error

sharemaestro.com

June 5, 1883
Elected Fellow

Primary responsibility for
investments

Full bursar authority

From macro timing to stock
selection

Published

April 21, 1946

15.97% annual return
10.37% annual return
6.81% annual return
7.06% annual return

13.9%

timing

The economist in the bursar's chair

The most consequential portfolio meeting in John Maynard Keynes's life did not occur in a City dealing room or on the
floor of an exchange. It took place inside the old institutional rhythms of King's College, Cambridge, where a scholar
known for monetary arguments, public controversy, and unnerving confidence was also responsible for the practical
business of preserving an endowment. The setting matters. Keynes was not merely theorizing about uncertainty. He
was making decisions with college money in a world still governed by trustees, statutes, income needs, and the
inherited suspicion that ordinary shares were speculative paper best left to professionals with stronger nerves and
weaker duties.

By the time Keynes became First Bursarin 1924, he had already been a civil servant, a Treasury man, a public
intellectual, and a market participant. He had also learned enough about markets to know that cleverness could be
expensive. His early speculative career included currency trading that nearly undid him in 1920. Yet at King's he built
one of the most striking institutional investment records of the interwar period, not by applying a macroeconomic
model with mechanical precision, but by changing his mind about what could be known.

Keynes matters to investors because his career joins two subjects that are too often kept apart. One is the theory of
markets under uncertainty, expressed most famously in Chapter 12 of The General Theory. The other is the daily craft
of deciding what to own, how much to own, and how long to tolerate being wrong. His eventual answer was
concentrated equity ownership, practiced by a long-horizon institution willing to look unconventional while the
evidence developed.

Why Keynes belongs in an investor series

Keynes is usually filed under economist, statesman, and policy revolutionary. That is right but incomplete. King's
College identifies him as a fellow from 1909 until his death, lecturer in economics from 1911 to 1937, Second Bursar

Copyright 2026 Sharemaestro. All rights reserved. Page 3

sharemaestro.com

Educational financial journalism and market research only. Not financial, investment, trading, tax, or legal advice. Market data and an


https://sharemaestro.com
https://sharemaestro.com

Sharemaestro Market Legends sharemaestro.com

in 1919, and First Bursar from 1924. In that last role, he changed the philosophy by which the college managed its
assets. This was not an ornamental responsibility. Cambridge colleges were long-lived institutions with real spending
needs, substantial property, and conservative investment cultures.

His importance as an investor rests on a rare combination. He had a quarter-century record in an institutional portfolio.
He wrote deeply about markets, expectations, liquidity, and speculation. He experienced major failure before major
success. He worked inside governance structures that alternately empowered and constrained him. He also operated
before the formal language of value factors, small-cap premiums, behavioral finance, and endowment models existed,
which makes his practice unusually revealing.

The simplified version of Keynes as a genius stock picker is too neat. The better version is more useful. Keynes
became a strong investor after discovering that his first strength, economic interpretation, did not reliably produce
market timing profits. His investing story is a record of adaptation. He began with broad confidence in macro calls,
then moved toward individual companies, specific securities, informed judgment, and patience. The journey is what
gives the record its force.

From Cambridge prodigy to public economist

Keynes was born in Cambridge on June 5, 1883, into an academic family. His father, John Neville Keynes, was a
Cambridge figure and his mother, Florence Ada Keynes, became a prominent local reformer. After Eton, Keynes
entered King's College in 1902 as a scholar in mathematics. King's later described him as a member of the Apostles,
the secret Cambridge discussion society that also helped connect him to the intellectual world that became
Bloomsbury.

His path to economics was indirect but fast. He entered the India Office after university, left the civil service in 1908,
and returned to Cambridge. He became a fellow of King's in 1909 and editor of The Economic Journal in 1911, a post
he held for decades. Public notice arrived after the First World War, when he resigned from the Treasury delegation at
the Paris Peace Conference and wrote The Economic Consequences of the Peace, an attack on the settlement's
reparations structure.

The biographical point for investors is not decoration. Keynes's mind was trained to see systems, incentives, and
instability. He understood policy, currencies, public finance, and psychology before most institutional investors had
formal language for them. That gave him an edge, but it also created a temptation: the belief that a superior view of the
economy could be converted into profitable timing. His later greatness as an investor began when he stopped treating
that temptation as a reliable operating system.

The first doctrine: macro judgment and market timing

Keynes's early investment life was dominated by the idea that markets could be read through the great variables of the
time: exchange rates, gold, commodities, credit, and business cycles. That was not an absurd belief. In the years after
the First World War, exchange rates floated, currencies lurched, and political decisions changed asset values abruptly.
A man with Keynes's knowledge of reparations, monetary policy, and international balances could plausibly believe he
had an advantage.

The evidence from his interwar currency speculation is mixed and humbling. Keynes traded foreign exchange in two
main periods, from 1919 to 1927 and again in the 1930s. A detailed study of his currency record found that he made
positive cumulative profits across both periods, but also that technical carry and momentum strategies could
outperform him in the 1920s and that both he and mechanical strategies struggled in the 1930s. The difficulty was not
always direction. It was timing, leverage, and survival while waiting for fundamentals to be recognized.

The famous lesson is that Keynes was sometimes right too early. In 1920, adverse currency moves left him on the
verge of personal ruin before he borrowed and recovered. The episode is often retold because it fits the myth of the
brilliant speculator saved by nerve. Its sharper meaning is less romantic. Macro insight can be real and still arrive in a
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form that a leveraged account cannot finance.

King's College gave him the right kind of capital

The crucial difference between Keynes the vulnerable speculator and Keynes the institutional innovator was the
nature of the capital he managed. King's was a long-horizon owner with a permanent mission. Its endowment was not
a trading account marked by client redemptions or quarterly marketing pressure. As bursar, Keynes had an unusually
receptive governance setting. The college gave him room to depart from habit, and that room became one of the
hidden assets in his record.

The King's endowment had historically been dominated by real estate and fixed income. Keynes's great institutional
move was to allocate discretionary capital toward equities at a time when ordinary shares were still viewed with
suspicion by many fiduciaries. The value of all securities in the college endowment grew from 285,000 pounds in
August 1921 to 1.252 million pounds in August 1946, though those figures exclude real estate and include both
investment performance and cash flows.

Within the overall security portfolio, Keynes managed a Discretionary Portfolio that he regarded as free from the
tighter constraints of trustee rules. That distinction was central. The Restricted Portfolio remained overwhelmingly
fixed income and produced much lower returns. Keynes's success was inseparable from governance that let him use
the endowment's time horizon. Without that permission, his ideas would have remained commentary rather than
institutional practice.

The equity decision that made him an innovator

Keynes began shifting King's toward equities in 1921. That move looks obvious only in retrospect. In the early
twentieth century, many British institutions treated common stocks as speculative, volatile, and unsuitable for
fiduciary portfolios. Keynes saw a different bargain. For a college with perpetual life, equities offered participation in
real business growth, a hedge against changes in money values, and, crucially, income that could compete with bonds.

His case was practical rather than ideological. The King's UK equity portfolio produced an average dividend yield of
6.0% during 1921 to 1929, above the UK equity market yield and government bond income. The advantage persisted
in the 1930s and 1940s. This mattered because endowments spend income. Keynes did not ask King's to sacrifice
distributable cash for abstract capital appreciation. He argued that equities could support both income and long-term
capital growth.

The scale of the shift was radical for its time. The UK ordinary share weighting of the Discretionary Portfolio averaged
75% in the financial years 1922 t0 1929, 46% in 1930 to 1939, and 69% in 1940 to 1946. Including US common
stocks, the ordinary share and common stock exposure averaged 57% in the 1930s and 73% in the 1940s. The
Restricted Portfolio, by contrast, averaged only 1% equity exposure over 1921 to 1946.

A record with real numbers and real volatility

The Discretionary Portfolio's record is the hard center of Keynes's investor reputation. From the end of August 1922 to
the end of August 1946, it returned an average 15.97% a year, compared with 10.37% for an equally weighted UK
equity index. The Restricted Portfolio returned 6.81%, while UK government bonds returned 7.06%. The excess return
was large enough to matter, and long enough to make luck an incomplete explanation.

Yet the record was never smooth. Keynes underperformed in several early years, including 1926, 1927, and 1928,
when UK equities were strong. He failed to avoid the sharp fall after September 1929, and the Discretionary Portfolio
declined 14.21% in the 1929 to 1930 financial year. The later record included powerful gains, such as 51.43% in 1932
t0 1933 and 39.57% in 1935 to 1936, but also a 22.58% loss in 1937 to 1938.
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The right conclusion is neither worship nor dismissal. Keynes delivered extraordinary long-term results while taking
substantial active risk. The portfolio's Sharpe ratio was estimated at 0.73, better than the UK equity market's 0.49, but
tracking error against the UK equity index was 13.9%. This was not closet indexing. It was high-conviction institutional
investing, and it demanded a sponsor willing to endure visible departures from the benchmark before the gains
arrived.

The turning point: when the economist gave up the grand
trade

The defining change in Keynes's method came in the early 1930s. The younger Keynes had favored top-down
allocation, moving among asset classes and markets based on broad views of the cycle. The mature investor became
far more skeptical of that approach. The data show his early purchases underperformed after he bought them, while
his later purchases performed significantly better. The change was not a slogan. It showed up in transactions.

From 1921 to 1932, stocks Keynes bought underperformed by 5.3% over the following year on an abnormal return
basis. In the 1933 to 1946 period, his purchases outperformed by 5.4% over the following year, with positive
abnormal returns also over three and six months. That is the numerical signature of a manager who moved from
buying what had gone up in a favorable macro story to buying securities he understood and wished to own.

This shift preceded the full formalization of value investing in popular texts, and researchers have found no indication
that Keynes was in contact with Benjamin Graham. That does not make Keynes a better value investor than Graham,
nor does it place him inside the same school. It shows that different investors, facing the same market failures, can
converge on similar principles: price matters, balance sheets matter, management matters, and the crowd's
enthusiasm is a poor substitute for prospective yield.

What Keynes actually owned

The mature Keynes portfolio was concentrated, idiosyncratic, and far from the market's sector weights. He placed
large emphasis on metal mining, first tin in the 1920s and then gold in the 1930s, and on commercial and industrial
companies. Across the whole period, each of those two broad areas averaged about one-third of his UK equity
portfolio. He was willing to own businesses exposed to global commodity dynamics, colonial resource production, and
industrial recovery.

His sector bets were large. In representative years such as 1927 and 1936, he was heavily overweight mining and
underweight banks and oil relative to the UK market. He also maintained a notable allocation to what later observers
would classify as technology-related sectors, including automobiles, aircraft, electrical engineering, electricity
generation, chemicals, and pharmaceuticals. Austin Motors and Leyland Motors became important positions when his
process had shifted toward selected long-term holdings.

The portfolio also had a size and value character. Most holdings, outside the early 1940s, were companies below the
top 100 by market capitalization. Dividend yields on his holdings often exceeded market yields, although during parts
of the 1930s he also owned recovery stocks that had suspended dividends. In modern vocabulary, Keynes had size,
value, concentration, and active sector exposures. He did not diversify away the very risks that expressed his
judgment.

Research from bed, conviction in size

The popular image of Keynes investing from bed is memorable because it captures something true about his process:
it was intense but not bureaucratic. He read company reports, financial newspapers, broker research, and
correspondence. He used brokers and personal networks, especially in areas such as mining. But he did not build a
modern analyst department. His process depended on judgment, pattern recognition, and the courage to turn
information into large positions.
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That form of investing is easy to caricature as gentlemanly improvisation. The record suggests something more
disciplined. Keynes increasingly accumulated long-term positions in favored shares such as Union Corporation, Hector
Whaling, and Austin Motors. Turnover fell sharply. In the UK equity portfolio, turnover averaged 55% in 1921 to 1929,
30% in 1930101939, and 14% in 1940 to 1946. He traded less as he learned more.

His most quoted risk principle captures the tension. He preferred substantial holdings in securities about which he
believed he had real assurance, rather than scattering capital across areas where he lacked conviction. But he also
recognized the danger inside that principle. Concentration is rational only if the investor's opinion is worth something.
Keynes's career is valuable because it shows both halves: when his opinion improved, concentration paid; when he
confused confidence with knowledge, it hurt.

The General Theory as an investor's confession

Chapter 12 of The General Theory is often read as macroeconomics, but it also reads like a practical investor reflecting
on scar tissue. Keynes described long-term expectation as dependent not just on forecasts, but on the confidence
attached to those forecasts. He wrote that the basis for estimating yields many years ahead is often slight, and that
organized markets create constant revaluation, allowing investors to revise commitments even when the underlying
enterprise has barely changed.

His distinction between speculation and enterprise remains one of the most useful lines in market thought.
Speculation, in his terms, meant forecasting the psychology of the market; enterprise meant forecasting the
prospective yield of assets over their whole life. The stock market, he argued, can push professionals away from
enterprise and toward anticipating what average opinion expects average opinion to believe. This was not an abstract
complaint. It was the operating problem he had confronted as a trader.

The irony is that Keynes did not reject markets. He used them. He bought common stocks, traded securities, and
benefited from liquidity. His objection was to the fetish of liquidity and the social cost of making capital allocation a
casino of short-term opinion. As an investor, his mature answer was to behave more like an owner, accepting that the
long-term investor will often appear eccentric, rash, and wrong before the market gives him evidence.

Currency, commodities, and the cost of being early

The failures in Keynes's record are essential, not incidental. His currency trading showed that macro insight could be
defeated by path, funding, and time. The interwar foreign exchange market was highly unstable, with floating
exchange rates in the 1920s and gold-standard strains in the 1930s. Keynes's fundamentals-based trading generated
positive cumulative profits, but it also suffered severe losses and compared unfavorably with simple technical
strategies during parts of the 1920s.

The same temperament appeared in commodities. Keynes was fascinated by supply, demand, inventories, and the
possibility that careful statistical work could expose mispriced resources. His tin-related positions in the 1920s and
other commodity interests reflected a mind drawn to markets where economics seemed tangible. Yet these arenas
also exposed him to leverage, timing risk, and political shocks. The line between informed speculation and hazardous
overconfidence was thin.

His equity record improved when he reduced dependence on the grand timing call. In 1929, as the UK market began to
fall, he sold part of his UK equities and moved into government bonds. In 1937 to 1938, facing another severe decline,
he largely maintained his equity commitment and even added modestly. The second reaction was closer to the
investor he had become: less obsessed with avoiding every decline, more focused on owning securities with long-term
value.

Criticism and limits: not a model for everyone
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Keynes's method is seductive because it combines intelligence, independence, and a triumphant record. It is also
dangerous because most investors do not possess his advantages. He had an elite education, unusually broad policy
knowledge, access to informed networks, and institutional capital with patience. He also had a college governance
structure that allowed him to look wrong for long enough to become right. Without those conditions, concentration can
become merely under-diversified confidence.

Even Keynes was not free of behavioral weakness. Transaction analysis found evidence of a disposition effect: he was
inclined to sell winners too early and hold on to losers in hopes of recovery. His later sell decisions were not as
impressive as his buy decisions, and some stocks continued to rise after he sold them. This matters because it keeps
the profile honest. The great investor still carried ordinary investor flaws.

His public investment roles also exposed the organizational limits of talent. He tired of being challenged at National
Mutual and struggled in a co-managed listed investment trust where policy disagreements hurt performance. King's
was different because the structure fit the method. The lesson is not that committees are always bad or solo managers
always good. It is that a concentrated, unconventional style requires governance designed to understand it before
stress arrives.

How Keynes changed endowment thinking

Keynes's influence on endowment management is best understood as a precedent rather than a direct blueprint. He
did not invent the later US endowment model, with its allocations to venture capital, private equity, hedge funds, and
other alternatives. But he demonstrated an earlier version of the same institutional idea: a long-lived investor can
accept discomfort, illiquidity in some forms, active risk, and unconventional holdings if those choices are matched to
horizon and governance.

Later discussions of the endowment model have noted the connection between Keynes and David Swensen's
investment thinking at Yale. The common themes are not mechanical asset-class weights. They are deeper:
skepticism toward market timing, willingness to be contrarian, attention to value, bottom-up security selection, and
awareness that group decision-making often punishes reputational risk. Keynes had written the social psychology of
that problem before modern investment offices gave it policy language.

The contrast with some modern practices is equally important. Keynes was cautious about large allocations to opaque
illiquid assets because he understood that long horizon does not eliminate liquidity needs. The long-horizon investor
has an advantage only when patience is real, cash demands are manageable, and the assets owned can survive
interim stress. His legacy supports boldness, but not fashion. It supports unconventionality, but only when grounded
in analysis and institutional design.

What remains useful now

The enduring value of Keynes the investor lies in the sequence of his education. He began with the economist's dream:
understand the system and profit from its movement. He ended closer to the owner's discipline: identify securities
whose prospective yield, assets, and management justify a large commitment, then hold through volatility. That
migration is relevant in every period when investors confuse macro fluency with an edge in timing markets.

His record also clarifies the proper use of concentration. Keynes did not concentrate because diversification was
theoretically foolish. He concentrated because he believed a long-horizon institution with informed judgment could
bear idiosyncratic risk in exchange for mispricing. He also acknowledged that broad diversification may be the safer
course for investors who lack genuine insight. This is a more rigorous view than the common slogan that conviction
deserves size.

The danger is turning Keynes into a permission slip. He survived failures that would have ended many careers. He
benefited from institutional trust that few managers receive. He changed his method after evidence contradicted him.
The most useful Keynes is therefore not the heroic contrarian, but the adaptive one. His lesson is to know the
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difference between enterprise and speculation, to demand a margin between confidence and evidence, and to build a

governance structure that can endure the price of being early.

Disclosure

Educational financial journalism and market research only. Not financial, investment, trading, tax, or legal advice.

Market data and analysis may be delayed, incomplete, or inaccurate.

Sources

SOURCE-01
King's College
Cambridge

SOURCE-02
King's College
Cambridge

SOURCE-03

Journal of Financial and
Quantitative Analysis,
Cambridge University
Press

SOURCE-04

Working paper text by
David Chambers, Elroy
Dimson, and Justin Foo

SOURCE-05
Business History
Review, Cambridge
University Press

SOURCE-06
CEPR VoxEU

SOURCE-07
CFA Institute

SOURCE-08

London School of
Economics Research
Online

SOURCE-09
Cambridge Judge

Business School, Centre

for Endowment Asset
Management

SOURCE-10
Duke University hosted
text

SOURCE-11
University College Cork

Biographies: Keynes, John Maynard (1883-1946)

Guide to the Modern Archives

Keynes the Stock Market Investor: A Quantitative Analysis

Keynes the Stock Market Investor

Keynes and Wall Street

Keynes' asset management: King's College, 1921-1946: The British origins of the
US endowment model

Keynes the Investor: Lessons to Be Learned

If You're So Smart: John Maynard Keynes and Currency Speculation in the Interwar
Years

Keynes - Financial History

The General Theory of Employment, Interest and Money

John Maynard Keynes: The Lives of a Mind

Copyright 2026 Sharemaestro. All rights reserved. Page 9

sharemaestro.com

Educational financial journalism and market research only. Not financial, investment, trading, tax, or legal advice. Market data and an


https://sharemaestro.com
https://sharemaestro.com
https://www.kings.cam.ac.uk/biographies
https://www.kings.cam.ac.uk/guide-modern-archives
https://www.cambridge.org/core/journals/journal-of-financial-and-quantitative-analysis/article/abs/keynes-the-stock-market-investor-a-quantitative-analysis/284CCF9BD28D7DA57521846727239809
https://paperzz.com/doc/6799830/keynes-the-stock-market-investor
https://www.cambridge.org/core/journals/business-history-review/article/keynes-and-wall-street/7FA43AC8FA829B915B2006248D5D12A6
https://cepr.org/voxeu/columns/keynes-asset-management-kings-college-1921-1946-british-origins-us-endowment-model
https://cepr.org/voxeu/columns/keynes-asset-management-kings-college-1921-1946-british-origins-us-endowment-model
https://blogs.cfainstitute.org/blog/2014/10/20/keynes-the-investor-lessons-to-be-learned/
https://eprints.lse.ac.uk/64722/1/Accominotti_If%20you%20are%20so%20smart.pdf
https://eprints.lse.ac.uk/64722/1/Accominotti_If%20you%20are%20so%20smart.pdf
https://www.jbs.cam.ac.uk/centres/ceam/research/financial-history/keynes/
https://people.duke.edu/~garci/cibertextos/ingles/KEYNES-JM/GENERAL-THEORY/GENERAL-THEORY.HTM
https://jmaynardkeynes.ucc.ie/

