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		Abstract

		The Kelly Capital Growth Investment Strategy (KCGIS) is to maximize the expected utility of nal wealth with a logarithmic utility function. This approach dates to Bernoulli's 1738 suggestion of log as the utility function arguing that marginal utility was proportional to the reciprocal of current wealth. In 1956 Kelly showed that static expected log maximization yields the maximum asymptotic long run growth. Later, others added more good properties such as minimizing the time to large asymptotic goals, maximizing the median, and being ahead on average for the first period. But there are bad properties as well such as extremely large bets for short term favorable investment situations because the Arrow-Pratt risk aversion index is near zero. Paul Samuelson was a critic of this approach and here we discuss his various points sent in letters to Ziemba and papers reprinted in the recent book, MacLean, Thorp and Ziemba (2010). Samuelson's opposition has prevented many finance academics and professionals from using Kelly strategies. For example, Ziemba was asked to explain this to Fidelity Investments, a major Boston investment firm close to and influenced by Samuelson at MIT. I agree that these points of Samuelson are correct and argue that they all make sense and caution users of this approach to be careful and understand the true characteristics of these investments including ways to lower the investment exposure. 
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