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Portfolio selection based on mean- CVaR
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ABSTRACT

In portfolio selection problem if the assets return are normally distributed, variance and standard deviation
are used as a risk measure. On the other hand, the return on assets is not necessarily normal and sometimes
have dramatic differences from normal distribution. So in this case, this criterion is not a suitable criterion.

In this paper, the conditional value at risk ( CVaR), have been used as a measure of risk. Nonparametric
estimation and linear programming methods are used for mean- CVaR optimization problem. Finaly we
present a numerical example to demonstrate the usefulness and effectiveness of our results and compare
our nonparametric method with the popular linear programming method.
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Portfolio optimization, conditional value at risk, nonparametric estimation, kernel function.
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