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wanningivainviang 13end1 wesnaswu (Portfolio) dmsun1sdnneinasudunsinass
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DeMiguel et al. (2009) l¢agUidnsdnnesnasuifoglussanssudwiu 14 3
wazdsldinsasuisnsdanesnuuiugiuvesanado-aunUsusiu  (Mean-Variance)
wuileurglunsdanesnamuazuaniafuiinisussanaaiaanivesanouunu (u)
wag AMNLUTUTINTRIRanauLNUY (X)) feun Chiarawongse et al. (2012) lavin1s@ne
msdamosnamuuuiugiuresrads-AuuUsUTIL Tasdssnaaaan o mana ULy
() FefuuuaATYgaansvamaInfituszansaiw (efficdent market) Usenauriudeya
Fanmnn Snvadsldinaueitussunalagld MCMC (Markov chain Monte Carlo) uagsh
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SUAUVDINANBULNUAINUN (Chiarawongse,  Kiatsupaibul et al.  2012) 9101l
Kiatsupaibul et al. (2015: working paper) L@unI5nN15UTENIUAIAIANIIVDINANDULNUAIL
AIRUUNINATYFANER S0 Chiarawongse et  al. remadiaUSiusiguLin (Recursive
Integration)  @slvAnUszunaifiugiugingt sendlsfimusite Chiarawongse et al. ua

Kiatsupaibul et al. §alyléifimsuszandmaiinnananiudoyasssegiadussuy
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1.5.1

1.5.2

1.5.3

1.5.4

nnaeweIsnsndousiegmaaes (Rolling-Sample) lumsraaniu
$1uau 360 Wou FauansseazdonliludwAsiidunside
neaesdanesnamu 2 nsal taun n1sdanesnamulaeliiveyausenauds
dudiu (Prior Model) wagnisianesnawmulaeiveyalsenauidadudiu
(Rank Constrained Model)
TaUseansnmdEmsuNIsIaNesnamumsAUTTINMesTaUsYleY
(Certainty Equivalence Return)

Y A o = I3 = '
ﬂa%awuqﬂqﬁﬂﬂqLﬂuwa@@ULW]UT]EJLWE]UGUEN 10 ﬂ@uq@aqﬁﬂiimsﬂ@\ﬁ

UssinAansgowsnd laun

1) ﬂa:u?luﬁﬁiajﬂﬂwu (Consumer NonDurables: NoDur)

2) ﬂa:m?luﬁﬁﬂﬂwu (Consumer Durables: Durbl)

3)  NENRAEINATINANIHER (Manufacturing: Manuf)

4)  NRUNAU (Energy: Enrgy)

5) ﬂ&jumﬂiuiaﬁ (Business Equipment: HiTec)

6) mjmmsﬁami (Telephone and Television Transmission:
Telcm)

7)  nauends AUAN warusn1s (Wholesale, Retail, and Some
Services: Shops)

8) NANEVN N (Healthcare: Hlth)

9) nguansnsayllaa (Utilities: Utils)

10) ﬂa;uﬁdllUG] (Others: Other)

lngazlddayaludiiadaud weounua1us ¥ 1979 fs weunsngiau U

2014 Fadeyanana111unain Kenneth French’s Website
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1.6.2

1.6.3

1.6.4

1.6.5

1.6.6

1.6.7

1.6.8

1.6.9

1.6.10

Anwduuuuasnguiiiiedosdmiunsianefnawmu
wisuteyadmiumanaaes lunuitedlideyananeuunuseiieuses 10
naugRATINITNYRIUsEIMAAVIEOINEN Pranadeud Woununiwus T
1979 84 Waunsngiau U 2014

nnaewEIsnsndeuiiegmaass (Rolling-Sample)
naaesdanesnamulaglifiveyaUsenouiBedudu (Prior Model) Ae38n1s
\Apufag1mAaae (Rolling-Sample) Tunsuszanaemsdwmasan
ANANIIVDIHARNDUMNULAZIININDAUKUTUTIUTI LasasUssanaiuvsnd
ANUBUTUTINTINAEFIkUUTadEied (One-Factor Model)
yhmavaaesin dwiudanesmasulneiideyausenoudedudu (Rank
Constrained Model) tlaUszanadmmnsifimesanavisveimanauunu 49
anunsornnldfomadauiiusiiowin (Recursive Integration) A
Kiatsupaibul et al. (2015: working paper) launausly
Muuauleuslumsdanesnamuannsuiaunsessauselevign
(Utility Function) A (DeMiguel et al, 2009) lainausll
AMuamraneuLuadssTressinnesnamu
TUsdNSnIMUBINITINNDIAGIUAIEAT Certainty Equivalence Return
FadumUszanamemanauwnuvInsiane fmammu
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Wisuilguuseansnmuainisianesnamulaeliiivtoyausenauidedusiu
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fun1sdnneinamulaeiiteyaUsenauieduy
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2.1 wnfauagnguiugiudmsumsianesaau

2.1.1 ngufngunanningvas Markowitz

LUIRAIUN B NAUUAN VSN Markowitz AivaunTulud 1952 uwinfawsni
landfspnuidesiudnsmanauuny laglanaiafisnisnsgatenisamu (Diversification)
' | a S & Y a . Yo v
Tagrwannnudssiniduszuuls Tnengulves Markowitz  lafinualinanauwnuuas

ANULUTUTINIDIWOSRawY LUl

A T
T, = [ W

op =W Yw

Tnofi
7 WU HAMBULYILYBINDINALU
w wnu e ivesulsindulavenimtnnisasmu
I WM NRDSANRAL v NANSULIY
0p WU AYURUSUTIUYRIND ATV
h WY IVENEANULUTUTIUS I VDINanB UL

FawuuTae9uae Markowitz loenfeauuigruiefiungdnssulunmsamu lnunseg

1 v

vuwwAafiin Jasuduiildvanalunisdndulaamu Jeasvisumndmgfnssulunisamu

Y 9

nelaaunfgIuange deluil

1. dawmuiinsamiadenlunisamulagnisldnisnszaeimvesanuinasdu 7

LANTUVDIBATIHANDULNUNAAWTS Tutiessegialaliainis



2. damuluuarmanudsigean lnedamuazainnisessol selevigegaly
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3. wawuazUsEinaAIAUEsaInguvanning laggainaA1nnuulsusIue

'
1 IS

a’;ul:umLuummig'msumé’mwamauLmu

4. gawmuazlidnruansuunuinaiands waganudsaiios 2 Yagewiy lunis
TR LG EVAY

€

5. Hawududnengiuvdniaeninudss lngagiansanawulumadeniifiaay

Y 9

] '
a [ 1 ]

\Heai1nd1 dmsunadenfddnsnanauunuiiniy Lagasiansudenaiu

2 e Yo ] =~ a4 a0 w
IuquLaaﬂmﬂLuamiqwa@@ULLV]UQ\TWJ'] RINUAIULFYINENINUY

anuAgIuAINg 1y annsailussydnuusveangundnning Nawmuaulaamu lay
o & A a a 4 ' o A i TN |
MITFURaANSIINNTamuUINivsEansamviseld wasamuazidenamulungundnningy

insaamuegaiiused@nSam (Das, Markowitz et al. 2010)

2.1.2 WUUINa9Ua4 Black - Litterman

Black and Litterman (1991, 1992) ldlaueuuifntunisldyuussvastinau uaz
ANSKANLAINBU (Prior  Distribution) ¥84Ha®aULNY U1t 3uAUlUNISUIAIAIANT YD

NARNDULNUTDIVANNTNE

Tnelushuuuwes Black - Litterman 1 AMLANISLINLASABUTIHANDULNLYDS
wanning 1unisuanuasiuuund tngenanldaanuuudnaeswesnaenineain  (Market
Equilibrium Model) vi3eUszinamnnansunniluednfild Inswvusassilimunly g du
NARDIAIAIAWISVOINARDULNY U89 N uannsnduaziinisuanuasiuuunanaigninus
Frennwasanade @ wazumdngmunlsusiusa tY Tned T JumasiideUiinm was ¥

Wumsndulnegranuueay (Positive Definite) tuAe

u~ N(C{, %)
lAgyURIVBITNAUANKUUTIADIYRY Black - Litterman @nAMUAAIEIEUUANNITIT

Lt . . v v ¢ I ¢ 1 aa
W (Linear Equatlon) VDNHNANBULNUYDIVANNTNY LLﬁ%LUULUﬂLG}Eﬁ?jJ\ISLu K 95 lag

v~ N(Pa,Z)



dlo P wu wvsndautn KX N 89imuafuaingunesveinadusenanauunuves

dunind K yuues

[

9rlidn nsuanuaamndsves u Wegnususeyuuevetinau {usadl

flulv) o< flp)f ()
x exp(— % [(v—=PwW)'E (v —Pw) + (u—D"E@Y)™])

lagagdanaladn yuueweatinamu Junuimmieuduadunalunsousuifnuuy

Bayesian 3Mnaunsinesiu uandladn g Adindoyayuuesinadyy wdaagin1shankaawuy

(%
=]

Unf TneA1m 1 ianuuTlauluunIn1sHaaLanad ELangband

E[plv] = [PTET'P + X)) IHPTE  w + (zX) Al

wuInislddeyatiuiinlun1suseauaAIAIAnTINaR D UL R8BI AINUAIY
WUUT1899U8d  Black - Litterman fanunsailulddmsunisdanesanisasulas 7
foansltd  Araandvemanauunuludeyandu laganiznisdanesnnisasmuiuy
Mean-Variance ¥8¢ Markowitz 331A11188UlnIgwatoyaA1AANIIvemanauLNuYes

v v e & 6 & a v % o 2 v a a o
vanning  Meillupnuduaiudnisaisuneswesdnamuinidudeyadelsua 019

[y

oign Turuidedilalddeyanisdnduduiinmunlagssuveaunisdududadudeyads
AN lunsmAtmavisveskanauwny  (Black and Litterman 1991) (Black and

Litterman 1992)

2.2 n1sUsEINUAINISITMes

2.2.1 NM5USTUIUUNINDGANUBUTUTIUS N

g lukasiamvesannindinazilasuluastumunisilasunuasndsininain
d‘ U o U 6 dl dl dl > dl 1 1 %
Wasannuwsaznannswginisiaaulmvessimnlasukasiunnunainlusnsiflaminiu
[ gj a d' [ 1 v d' I Ly
AIUUITATUINTUAUBUAIURITIAE NN N LA TN 151URULUAIUD 95 1ANRAIALT LA
wUsBaseiiesdfenty Jumearld One-Factor Model @aidunuuinansnlddmsunis

Uszanaenudesesnguranningdiisuiunaia (Elton and J. 2003)



Riy = a; + BiRpme + €t

My R WU 8RTWARBULNUYIBIRANTSWY | Tulian t
Q;  uNU SRTWanauLIUTemanning | iednsmaneuwuvenandl
Andu 0
B unu AIAMNTUTDIEUANNITNNDY UAAIAIAINEDUlNIVEIERT
NARDUWNUNENNSNE | TIUSUSRen1sasunlaiuesnsd
NARBULNUAAN

Ry WU 8RS INAADULNIUTDINAIATULIAN t

g WU AAMNAIALARRUTRIRANTNSNE | Tulian t

= = = ada PN @ ¢ 1
Farnanuaaaaiou (&) dnswanuasunindanadewinduaud Armnuuuslsiu

) o A

aafinfiu o2 uaziludaseiu Wuhe g, (L.i.d)~ N(o,02) nd13fe g uay g @y

i # j Imsuanuasimieuduwaziludasederiu il COV(ey, &) = 0 dmsu i #
Mnaun1siLuUladuiReIa N0 TEN AU NIANLUTUTIUTINVDINAR DULVIUTY

cov[Ri,Rj] = cov[BiRy + &, BjRy + &]

Cov[ﬁiRM' Ej] N COU[BiRMtﬁjRM] + Cov[ﬁjRM, ei] + cov[ei, gj]
= Bifjcov[Ry, Ryl
= Bifjvar[Ry]

et vl
var(R;)  cov(Ry,Ry) .. cov(Ry,R,)

5 = cov(Ry,Ry)  wvar(R,)

cov(R,, Ry) . .. var(R,)

2.2.2 N5UTZTUUAIAIANTIVDINARDULNY

Wasneulugnivuesisdayaidedudu deluazgaiunsauseaiamnIanives

nanauwnulaefidedindutoyadudivremanauwny azld
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Ay = E[.UtLUl,t Sl < S .un,t]

Iﬂﬂﬁ He ~ N(ﬁt) th)

[V Y]

F9UszuIUAIAIANTIVRINARaULNULAEIT a1 LT uT o LA T U UVDINAR DULNY

Y

Ly

aunsauszanalannmaiaUinusiiowin  aud Kiatsupaibul et al.  lolausld

(Kiatsupaibul, Hayter et al. Working paper)
2.3 msnmuauleuiglunisianasnasu

Wwnglunisawu gamudeanisiaslagnsnaneuwnuiuniian neldanuides
d' [ Y @ gj vV o U [ d' . v
Mwousula delugamuaisivuauleuiglunisdanesnamu aua DeMiguel et al. ld
nauaulouiglunisdnnesnamuainnsuiaunisessausslevilgegn (Utility Function) @

waRIENNISTIUTE eV a9l

Y
Uw,) = #tTWt - EWtTZtWt

e
e WL INWOSARRETBINARDULIY Bl 1387 t
e WU LUNINGANNBUTUTIU-AMULUSUSIUSINVDINANDULNY €U
nant
we  unu nnwesvesiudsindulavesimdnnsamuly N udnning
unat
% WY AvENAEePIERY (Fusliiawiagu 1)

(DeMiguel, Garlappi et al. 2009)

2.3.1 WlgurgNniuualiinisviavasen

dwsuuleuneninisuievesn aunsamuInmaAIntnn1samulan
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max U(w,)
Wi

1TWt = 1

sglaminidndmiunisiivuaulouislun1sdanesnasuainnisuiaunis

v

assnUsloviiasandudsil

Wi = Zt_lﬂt
‘ 1T2t_1:ut

Wenuleueniinisvigvesa famuaiunsadundnninganuienlusninesan
VLMY MNUUARENTBAUNIEUFIUTIAINAINT Fauadnilnilaainnisuiaunis
assnUsleviasanervvzilumauld WelnsBundnninduvienou uregslshinmunasiy

Autinlun1sdnnesnamuazdewiiiu 1

2.3.2 UlgugNNIAUA 19 laidin15v18v059

dmsuulevgnlilinisvesesn awsadiamaininnsamulaannIsud

aun1sessaUselevlgegnasil (Das & Markowitz, 2010)

max U(w,)
Wt

Wesnnuleuienliiinisuevess gawmuaunsaliaiusagunanninganuienly

sninefunveney AwuAminildainnisuiaunisesauselevdasanlundasndnning

L4 |

ADIAMNNIITOWIAUAUSLYINTY TuUnLeALINEIA TN nvesannSwe LU 0 7
Y] <

awunayliawulundnninddus usegrslsinmunaswauidnlunisinnesnasuazios
Windu 1 iuriy

o U a o d’l Y o ¥ ¥ I3 vV a
dmsuanddelilamuuali u, waz ¥, lunisdanesnamulaliiveyausenouids

Y

[y

Uy (prior model) aggnunumie g, uay 3, drlunisdanesnamulasideyalsznay

WUV (rank constrained model) ug Wag Y, WQNUNUAIY [, o Y,



12

2.4 M3inUszansnnuanisinnasnasyu

N15InUs8aNSAIMUBINTIANDINGMUAIEAT Certainty Equivalence Return &3

DAYz U v 0INaRD ULNUTBINTIANESARIY TUSUAIBAINNEINAT (Risk-Adjusted

[

Return) Wansaunsbasadl

CEQ = 7, —gsﬁ k=1,2,..,30

[T
T WU ANRAYUBINANBULIUAINNITIANDTAAINUTN k

2wy mnuudsUsIuTeanouLuIInmsTanesaatudi k

Y WY AUANEBIAULERY (Fvualidawindu 1)

[y

e TauszansnimnisdnneinamulaeiiteyaUsenauiledusu (Rank Constrained

Model) udd Fnhufisuiuuseansnainnisianesnamunalaglifideyausenoudedudy

'
a a a

(Prior Model) A1 CEQ WwUSAuUmSanuUSEansnIn tufe Amasunnusea@nsningsn



unN 3

ASnsAEUNISANEN

[ S5y

AT IngUsEaAiaUsTendANsEUIUNMSBYNIWTE@R AL U LT VeI nLT I usY
lumnaaesiudeyadss wasssdiuuseansam Tuauddeillavinisveassdanesnayu

& ] a % v a a
Uuwugmﬁuaﬂmmaﬂ—mmLL‘lJi‘Uiﬁu ﬂ?Um@%ﬁQiﬂm@ﬂNﬁm@ULLWU?']EJL@@‘UIU 10 nau

q

PMENNTINVDIUTENAANIFOITNNLAIN Kenneth French’s Website lagnaaasdnnain

1 [ s

amu 2 nsal louA nsdnnesnamulagliiveyaUsenouideadusu (Prior Model) wazn13dn
wosnamulaeilveyauszneuledudu (Rank Constrained Model) ndantuyseiiiu
UszdnSnmnisdanesaasmumenussannessausyles (Certainty Equivalence Return)

Tunsiwsigitananaualoluswnsy R Lastu 3.1.3 agldvaunwazisnisaidunis

RV

= o &
AN AU

3.1 YBULIAVDINITANE

mATetsFnnnelfveuwndasolld

3.1.1 Iumsﬁﬂwm%gaﬁﬂzﬁﬂwﬁ%‘ﬂwﬁﬂwa%mamuuuﬁugmmmmLaé"a-mm
wUsusIU

312 vnaeieiinisiadeusiegramaasy (Rolling-Sample)  lTusuiaandu
$117u 360 1oy Fsuansseazduniiludiudunoulunsiidunisinm

3.1.3  veaesdanainawmu 2 nsal bawn nsdanesnamulegliiiveyalsenouid

Y

v o

dusu (Prior Model) fun1sdanesnasulaeiivoyalsenouieduny (Rank
Constrained Model)
3.1.4  mvuabiulevienisdanesaamud 2 weuie laun uleuienidnisvievese
Ay e 3
wazuloueliiinnsnevese
3.1.5 dausganSaindmsunisianesaaiualeailssuinessausslevy

(Certainty Equivalence Return)
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A o =

PoyafirnAnvidunanouunusiefouues 10 ﬂﬁjllqmﬂ’lﬁﬂiillsllaﬂ

Y

1

Uszimaanigewsn lagaglddeyaludisnainus weunuaius U 1979
feaunsngiad U 2014 Favayadana1ii1unain Kenneth  French’s

Website

3.2 YuAaulunIsAiun1sAnEn

321

322

3.2.3

3.24

Anwduuuuasnguiiiiedosdmiunsdanefnawmu
wisdayadmiumanaaes lunuitedlideyananauunuseitouses 10
NAugRAINNITNTEITHINAATTTOIENT FIaadaue eunuaWus
1979 93 Waunsnyian U 2014

nAaewEIsnsadeufiogmaans (Rolling-Sample) fvualivasas
feemaasainiy 66 1eu tufe o gaudT t = 66 FiTearlideya
Nfoud 1 - 66 LeUsTINIMTnesdmiunsianeseluieud 67
Mniuedeushogmasedlulifoyaninieud 2 - 67 iiieusrana

a 6 o (% % s A Ql' o = v 1
WISTRBTANTUNITIANDTALULABUT 68 LagViNN1SIAGRUAIBE1IAaBIlUY

anuazAnanluduan o 1a17 t = 425 TIUNSEY 360 Lo

Est.m Est.Window360
/—A—\ /—A—\

[
. T 1 | 1 ‘
1 2 66 67 68 360 425 426 Period

EstWi U

naaesdanesnasulasliiiveyalsenouldadusiu (Prior Model) 97835013

Y

LPARUMIDE1INAaDY (Rolling-Sample) Tun1suszanuAmIsinesan
ANAWIIVBINANBULNULAZIIVISNDANNLUSUTIUSI (g, ) Tneay
UsganauunsngauilsUsusnmeiuuladsifel (One-Factor

[

Model) hanaaunistanadl
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| Rit = & + BiRm¢ + &t
lned

R  unu dnsmanouuwnuvenanning i tutan t

Rpe WU SRTINAMDULNUIDINAIALULIAN T

a; WY SRS IHAROULIUTEIANNSNES | Wiedhsmanauwny
Yesnarndiandu 0

Bi WU AANNTUTDUEUANNITON0BY LARIAIAINBBULN)
YOIATMARBURIUNEIVSNE | TiUSudsenisisunyas

YOI TINARDULNUAATN

i WU AIAUAIALARBUTRIANNSNY | Tulian t

naUN1IAILUUTBREIEINTaUTENUUNS NGANULUTUTIUTINVDS

(%

NARBUWLTS cov[Ry, R;] = BiB;var Ry Iédussil

var(Ry)  cov(Ry,R;) ... cov(Ry,Ry)

5 = cov(Ry,Ry)  wvar(R,)

cov(R,, Ry) , . var(Ry)

325 vimaaesdt dmsudanesnaculaeiiveyausenouiledudiu (Rank

Constrained Model) tioUszanarmsiwes (4, 5,) lned
= E[X | Xy < Xy < o < X

X1y e Xo~N(iL )

Fatualin15wanwaswes X, Xy, o, X, vJunisuenueenaw (Prior
Distribution) wuuUndind wisfwesilu g, § ansuneudl 4 way g, Ju
AIMINNIINI18%a9 (Posterior Mean) @nsnsasulalanismaiauInusiisu
1M (Recursive Integration) PR Kiatsupaibul et al. (2015: working

paper) latiaueld
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326  muuaulsuiglumsdanesnamuannsuiaunsessauselevilgen

(Utility Function) A (DeMiguel et al, 2009) latuausly wansaunisla

U dﬂl
PINU
_ T Y r
Uwe) = piwe — EWt Wi
max U(w,)
Wt
iTWt = 1
Tnad
Ue LbN1U L’JﬂLG\@%F’hLQﬁEJGU@QNﬁW@ULWlu LI t

a 6 1
¥ LU LUNINGAINUBUTUITIU-ANULYTUTIUTINTVDY
NARMBULYIU B 1380 t
we  wnu nmesvesiwlsdndulavesiminnisamuly N
NANNSNE o 1A t
i a A = ° ya o
% WU AUANEEIANILESS (MnualidAniniy 1)

laadmindmsunisimuauleuglun1sdnnesnasmuaINnIsuAaNnIs

(%

avsaUstloigandudadl

-1
W = Dt He
t = Trv-1,
1TZt Uz
Ansuuleuneniinnsvneyeass ANt laazaIusafnaule dufanisiy
'y} Y \ v g A o | a9 va &
PANNSNIU1VNDUY WaABEFAUNIENAY druuleurentdliinisveyesn
o A a A o X
zdoniuRutaulusall

we =0

osnnissmunlildiiuleuienismevesn Tueddmiinueuday
ndnvindasdonnnnimiehiugudviitu

Tunsdanesnasmulagliiiifeyausenaudedudu (Prior Model) p, uaz ¥,
ggnunume i, wag 3, dulunisianesnamulasiitoyausenoulds

2UnU (Rank Constrained Model) p, kag Y QNUNUNIEY [, WaZ ),



3.2.7

3.2.8

3.29
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INNITNARDIUTUNBUT 3.2.3, 3.2.4, 3.2.5 LAY 3.2.6 L ANANDULNUSY
\Weuveansianesnamu (rp) lnefl p = 67, 68, ..., 426 INUU AUINUNY

HANBULNURAYTITYDINTIANDINAIYU

q+11
T
7 = Z% q=12(k—1) + 67
r=q

' (%

o
] [ Y

elekanauuuaiuaINNITInNEINAImUTN k WWusseslia1sINyiadu 30 U
g k=1,2,..,30
TauseansnmuainIsianesnasusiedl Certainty Equivalence Return

(%

FadurUsznuvemanauLnuven I sInnenamu wansaunslanl

cTs‘szk—gs,i ik=1,2,..,30

Ined
—_ | d' [ 6 | d‘
i WU ANRRYYBIHARDURNLIINNTIANDTNAINWTN k
2 o '3 Al
sZ WU AULUTUTIUVBIHANBULIUAINNNTTAND SAA Y LT
k
% UNU AANLABIAILEEN (MuualAdALAU 1)

=

Wisuiguuseansnimvainisianesaamulaeliiitoyausenauidedusiu

Y

fun1sdanesnaulaeiivoyalsenouedunu MnAUszana CEQ Faen

CEQ 71g3 uanshaUseavznmveanesinamunaauiu

3.2.10 a@3unanisneaed
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3.3 JUABUNITTINSIUVDSIUSUATY

a v
C LUAU )

\4

WUy aNana ULNUSIEDUNARDULNUTIBABUYDY 10 naugnavnssuly

ANSFOLISNT YIRS ieunuN1uS U 1979 B9 iieunsngiax U 2014

A

NAADINILIINITIARDURIDY1IMAAY (Rolling-Sample)

AMUUA LAY I9UBIFIBE1INAADIYINNU 66 LHDUY

»
>

|

Uszanauunsngmuwlsusiusiuaieswuuladefen

Ryt = a; + BiRpe + ;¢

o . . naaesdanesnlagiiveyalsznouleduiu
naaosaneinlaglifidoyauszneuidesuiu , . .
memaniwamanauwnu ()

meaniwesanauunuy (f;) e e o
mewmailauiusiiowin

v v

A minlunisamuannsuiaunsessauselevign

e aliulgunenisv1evase

o aliflulgurensveyasn

}

YNYIIUATU 360 LU




AWIN NN UGS T8 TYRNTTANE SR Y

A

TUTEAVBNINUDINITIANDINA UAIBA

Certainty Equivalence Return

A

Wiguieudseavzninvesnisianesaamuleeliifideyauseneau

Wedudu fun1sdanesnasulaeideyausenauldadusy

!

Augansvitny
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Ui 4

NAN1598

[ S5y

AT IngUsEaAiaUsTendANsEUIUNMSBYNIWTE@R AL U LT VeI nLT I usY
lumnaaesiuteyadss wasUsedinvdseansam Tunuiddeillaviinimaassdanesnamu
MgUaLATITBNARDULNUTIEIABUlY 10 NquenaIvMNITUTRIUTEMAATSTaLNSNT Liled
Fodindeeudu FulodrndedudulunuideiiludoyaUszneuedusuveananauunu

LY 1 a % 1 % 6 a v a [ U .
naaesdanesaawmu 2 nsdl laun  msdanesnamulagliiideyauseneudadudiu (Prior
Model) kaznsianesnasulagiiteyausznauidedusiu (Rank Constrained Model) @slu
wiagnstlaznaassnisulouiglunisdanesnamuiuandieiu 2 uleuie lawn wleuled
° P2 I3 a o 1 s ) a a o
Mvualiiinisvevess wazuleugimmvualilidnismeyesn ntduiausedniamnisdn

WasnaumeAUsEIesIaUsYleYY (Certainty Equivalence Return)

(% L3

Snwstauardyan a1 NUINGIUNTUNEUINANTITELIUAIUNLN AT

S WU ATUSEUNUNS ADAINWUSUTIUS I

iy WU AIANANTITEINARBURNY 3 INNTSIRNesnamulagliliteyalseney
LIOUAY

T W ATIUS UL ALVENGAULUSUT IS INTBINITLANWAIA O

fe WU AIAIAVIIVBINARDULNY AINNTTIRNTRaUlasivayaUsEnauLd
U

A unu AdldUumnmdesiuvesteya

fLe unu Aaavisvestaneuuny WelnmsuSuanudesiudeyase A

CEQ Wy AUsTanaessaUselevil

(%

dnfunuideiasiiauenanauieudioulneudsoondu 2 da @i
ddl 1 smamsiisudfisulszansnmvesmsdanednamulaghiitoyausznouidedusy
(prior model) fun1sdanesnasulagiivoyausenauidedusu (Rank Constrained Model)
ol 4 wleviensuewesa (Short sale)
dudl 2 wansiisuifisudsravsninueansiameinasmulaglifideyauszneudedusy
(prior model) fun1sdanesnasulaeiivoyalsenauiesdusu (Rank Constrained Model)

Wamuualy Wi ulguienisvnewesn (No short sale)
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4.1 wan1sIeuiiisudszansninvainisianesnamulagliiideyaussnauidedudu
(Prior Model) fiunsdnnasnasulaelideyausenautdedudu (Rank Constrained

Model) wlantuualidiulguirgnisvigyasn

[
= ya o

lunsalilf3devihmsusziliudszansamlunisnaassdanesnamuilieduleuienis
Mevein nasuiieunsainliliveyausenaudedunu (Prior) Aunsainiiteyausenauld
duUAU (Rank Constrained) warnshanuasnowdunuy N(f, 13,) dea T fawvinfiu 1,

0.5, 0.1 waz 0.05 lﬁwauamﬁagﬂﬁ 1

Portfolio optimization CEQ

02

0.1

Certainty equivalence return

-0.1

-02

T T T T T T T
0 5 10 15 20 25 30

Year
o

SUR 1 : nwanansiUSeuiisulseansnnuasn1sannasnamutilaiulouianisungsesn sEnInens

T a

JanesnasulagliideyausznouiBedudiu (Prior Model) fumsdanesnasulasideyausznauids

[

Susiu (Rank Constrained Model) #idn T wihffu 1, 0.5, 0.1 way 0.05

a

A1 T 1 JuAivsurunveauisndanunUsUTINSIMe9n1sLaInLasioy iiedias
ANw1ANUIVDINEANTAENIIALADTVBINITHANUIIND T, (U %amngﬂ‘ﬁ' 1 LI 61An T
#1300 Azl CEQ #AuuUsUsiugs uazaen T de1tdes agyilvial CEQ dady
wUsususha

'
=]

JUN 2 azuanemuulsusiuvesdl CEQ anmsdnnesnawulagideyalsenau

LYY =

Weouau eAnwaulvemadnsRensfinesvesnIshanasneu 5,
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Variance of certainty equivalence

0148
1

Yariance
010
1

0.00
!

0.2 0.4 06 08 1.0

T

= 1Y

Uil 2 nsvluansruuUsUsiuvesan CEQ dmsunisdanesalaeiifeyausznoudsdudu fidn T

o

WinAu 1, 0.5, 0.1 wag 0.05

Tuguin 2 duussiludusadeaiving 45 samdusnuueu wisldseudisunuls

[y

uiiuIndusulduAuulsUsIuees CEQ Weiinsidsuwdase T aglussduniainid

wuAdUUsTLNN WEneanAn CEQ lulimemsiiwesveinisuanuasnou 73,

44' ™ = a a o s A = s ]
L‘WEJL‘UiEJ‘UL‘VlElUUiBﬁVlﬁﬂ’lWMﬂ’liﬁ]ﬂW@i@aﬂ‘l/!ULaJanuIEJU’lﬁlﬂﬁm’lEJGUEJW] ILMINNIT

s

Janesnasulagliiivoyausenouiedudu (Prior Model) Aunisianesnamulasideya

UseNauliedunu (Rank Constrained Model) Ividaaudetiu satufidedadseuiiiey

UszAvSnnazay uaneeguin 3

Portfolio optimization cumulative CEQ

— Prior
© il
= i WP 1=05
------ 1=0.1 . -
-—= 1=0.05 ) - = Ny

06

Cumulative Certainty equivalence return
04
1

00
|

0 5 10 15 20 25 30

Year
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JUN 3 : namuanenisiU3euliisulsednsninazan (Cumulative CEQ) voen1sdnnasnamuilod

wleuiemsvieresn seninamsdanesaamulaliddeyausenauiedudu (Prior Model) funisdn

wosnawulaeiiveyausenauiBedudu (Rank Constrained Model) 1A T Wity 1, 0.5, 0.1 wag 0.05

NJUT 3 aiiiuilsgdninnazauveansinnesnasuledulouvionsvievese

Ineilveyausznauidedudulilssansamianiinisdanesnamulaglifiteyausznauids

9 Y

LYY ) [y [ s o aa 1

guu uazdwsunisianesnamuleeiiveyauseneuldeduduiia T feiu nudilussey
g1ilivsedanSanazaulndifeaiy Asudidedaivuad T wirdu 0.1 iiefnwiAiy

a Y ¥ IS J
L%@MU%@Q%@%GL%Q@U@U@@VLU

luduilazuanmaiiertuanudeduvesoyaliedudiu Tuhstayalusfinalunse

uedeyalueuanlauiugiiedls Faaunsamuinlannaunisaad

fe = Ay + (1 = )iy
Sofmunlvian T widu 0.1 wage A Miunufusnrndesiuveadeyaidssusiull
3 5¥aU oA A =1 (L%aﬁudwsﬁmﬂaiuaﬁmmmsaﬁwmaaummlé’mué’ﬂ), 1= 0.5 (Fosiu
Indeyalusfinanunsaviuseuanlddiunats) uay 2 = —0.5  (Lidesiuindeyalusii

= a v

a1u15avungeuIAnle) vinnnsiUseuisunsaivie 3 Aunsanliiveyuausenausiedunu

Y

(Prior Model) lﬁwaﬁ\‘igﬂﬁ q

Portfolio optimization CEQ

03

— Prior
==t = ARS
------ 2=05

02

0.1

Certainty equivalence return

-0.1

-0.2

Year
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'
a

JUT1 4 : nsmluaninsilSeuiisulssnsanvesnisdanesaamuidlefiuleuienisvievesn seninnis
Janesnasulaglifideyausznauidesdudu (Prior Model) Aunisianesnasulaeiifeyausenauld
8udiu (Rank Constrained Model) ilaanuigeduvastayaliadunugnuiuaieen A wiiu -0.5, 0.5

ey 1

NFUN 4 ziudndn A iiduvinuasduavaslinandeudismssduiu dufed A

U A =

Ju 0.5, 1 sgliinaftufegiiuwliufinisdanesnamudlefiulovisnsvevess lneidoya

Usenauledunuasiivsednsningeniinisdnnesnamulaeliitoyausenoueduiu uay
do Ay 0.5 exfiwwilduiinisdanesnamulneiideyausenauidduiuazusednsnm

snInsIanesnamulaglifiveyaussneulgadusiy

WawSsumisuUssansnmlunisdanasnamuileluleuen1svevesn snINns

Janesnasulagliiivoyausenauldadudu (Prior Model) Aunisianesnamulasideya

Y
Usegnausliadusy (Rank Constrained Model) 9iA1 A windu -0.5, 0.5 wag 1 ladaaudedu

(%
v VU VA v

WuIdgdauTeuieuUseAnSainazan uansisguin 5

Portfolio optimization cumulative CEQ

— Prior
- ---- A=-05
=T et 2=05

06

Cumulative Certainty equivalence return
04
]

Year

U1 5 ¢ nymlwanansidSeufieuusz@vinimazan (Cumulative CEQ) va9n1sdnnasnasuiilod
wleuiemsvievesn senitamsdanesaamulasliidoyalsenauiiedudu (Prior Model) fAun1sdn
wosnawulagiiveyausznauiledudu (Rank Constrained Model) Wiaanuiediuvesdayagnusumiee

A wihiu -0.5, 0.5 way 1
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2%

A & o v ' A & | o § v 9 ¢
NFUN 5 Asiuhiindeyagnuumeat 4 Mduaiuin agilvdinmsianesnamu

Y Y
A o I3 gy A& v o oA a a Ao Y s
dletluleurenisvievein lnelveyausyneudedusuiiusz@vinmiiniinisdnnesnasyu
Inglififoyausznoudedudu wanlle A JuAau svvilinisdanesnamulaeiidoya
Uszneudisduduiiuszavsnminesniinisdnnesnamulagliiiteyausenauiedunu Fei
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# ADD DATA #

returnframe<-read.csv(file="Average Value Weighted Returns.csv");
avefirmsizeframe<-read.csv(file="Average firm size.csv");
numfirmframe<-read.csv(file="Number of Firms.csv");
returnmat<-as.matrix(returnframe[,-11)/100;
avefirmsizemat<-as.matrix(avefirmsizeframe[,-1]);
numfirmmat<-as.matrix(numfirmframel[,-1]);

# return market #
capmat<-avefirmsizemat*numfirmmat;
valuevec<-rowSums(capmat);
wcapmat<-capmat/valuevec;

rmvec<-rowSums(wcapmat*returnmat);

# BUILT FUNCTION #

sfn<-function(xvec){
betavec<-rep(NA, length=ncol(returnmat));
for(iin l:ncol(returnmat) X

Imframe<-data.frame(rm=rmvec[xvec], ri=returnmat[xvec,i]);



imodel<-Im(ri~rm,data=lmframe);
betavec[il<-coef(imodel)[2];

}

sigmamat<-(betavec%*%t(betavec))*var(lmframeSrm);
diag(sigmamat)<-apply(returnmatlxvec,],2,var);
zcoefvec<-sd(lmframeS$rm)*betavec/sqrt(diag(sigmamat));

return(list(sigmamat,betavec,zcoefvec));

# Parameter to be set #

#...period data...#
#..198407-201407..#
histlength<-66;
runstart<-697;

runlength<-360;

#..for weight..#
wmatp<-matrix(rep(NA,length=ncol(returnmat)*runlength),
ncol=ncol(returnmat));
wmatg<-matrix(rep(NA,length=ncol(returnmat)*runlength),
ncol=ncol(returnmat));
wmatgns<-matrix(rep(NA,length=ncol(returnmat)*runlength),
ncol=ncol(returnmat));
wmatv<-matrix(rep(NA,length=ncol(returnmat)*runlength),
ncol=ncol(returnmat));
wmatvns<-matrix(rep(NA,length=ncol(returnmat)*runlength),

ncol=ncol(returnmat));

# Loops to compute weight #

for(istar in runstart:(runstart+runlength-1)){
winvec<-(istar-histlength):(istar-1);
outsfn<-sfn(winvec);
outsigmamat<-outsfn[[1]];

outbetavec<-outsfn[[2]];
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outzcoefvec<-outsfn[[3]];

#...Qualitative Input...#

HX*X_prior.. *¥xH

newwcap<-wcapmatfistar-1,];

newmuvec<-outsigmamat%*%newwcap;
newmuvec<-sgrt(sum(returnmatlistar-1,]A2))*newmuvec/sgrt(sum(newmuvec/2));

wrmatplistar-runstart+1,]<-newwcap;

#...Scale SD of the prior mean by ..xx.. #
#tnewsdvec<-sgrt(..xx..*diagloutsigmamat));##
newsdvec<-sqrt(0.1*diagloutsigmamat));
newzcoefvec<-outzcoefvec;

newrankvec<-order(returnmat(istar-1,]);

#**_rank constrain...***#
##L ow to high rank
rankvec<-newrankvec;
source("rankstatnormal.R");

muqgvec<-exvec,

#..Short sales
wqvec<-solve(outsigmamat,mugvec);
wqvec<-waqvec/sum(wagvec),

wmatq[istar-runstart+1,]<-wqvec;

#......Quadratic program
param<-outsfn
portoptg<-function(inputao){
library(quadprog);
Amat<-cbind(rep(1,length=10),diag(10));
bvec<-c(1,rep(0,length=10));
gmodel<-solve.QP(outsigmamat, muqgvec, Amat, bvec, meqzl);

return(gmodel$solution);
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}
wansvec<-portoptg(param);

wmatgnslistar-runstart+1,]<-wgnsvec;

#*** _Shinkage by lambda ..xx.. ***#
## muvvec<-(.xx..*mugvec)+(1-(.xx.))*newmuvec; ##

muvvec<-(0.5*muqgvec)+(1-(0.5))*newmuvec;

wwvec<-solve(outsicmamat,muvvec);

wvvec<-wwvvec/sum(wvvec);

wmatv[istar-runstart+1,]<-wvvec

#......Quadratic program

param<-outsfn

portoptg<-function(inputag){
library(quadprog);
Amat<-cbind(rep(1,length=10),diag(10));
bvec<-c(1,rep(0,length=10));
vmodel<-solve.QP(outsigmamat, muvvec, Amat, bvec, meq=1);
return(vmodel$solution);

}

wvnsvec<-portoptg(param);

wmatvns[istar-runstart+1,]<-wvnsvec;

print(c("istar : "istar))

# Measure average returns from the weight #
routwinmat<—retummat[runstart:(runstart+runlength—1),];
rpvec<-rowSums(routwinmat*wmatp);
ravevec<-rowMeans(routwinmat);
rgvec<-rowSums(routwinmat*wmatq);
rgnsvec<-rowSums(routwinmat*wmatans);

rvvec<-rowSums(routwinmat*wmatv);
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rvnsvec<-rowSums(routwinmat*wmatvns);

indexvec<-runstart:(runstart+runlength-1);

# Save output #

save(indexvec,rpvec,ravevec,rgvec,rqnsvec,rwec,rvnsvec,wmatp,wmatg,wmatgns,wmatv,wmatvns

Joutwinmat,file="outputcasedall.RData");

#export to EXCEL
outputcasednew<-data.frame(indexvec,ravevec,rpvec,rqvec,rvec,rgnsvec,rvnsvec)

write.table(outputcasednew, paste("C:/Users/Macbook

PRO/Desktop/THESIS/10industry/Case/casednew,".csv"), sep = "," ,col.names = TRUE ,row.names
= FALSE )

##Add Data OUTPUT
compareall<-read.csv(file="caseALLnew.csv");
head(compareall);
indexvec<-as.vector(compareall$indexvec)
ravevec<-as.vector(compareall$ravevecl);

#Prior

rpvec<-as.vector(compareall$Srpvecl);
#Shortsale--Rank constrained
rgvec.tau0.05<-as.vector(compareall$rqvec3);
rqvec.tau0.1<-as.vector(compareall$rgvecd);
rgvec.tau0.5<-as.vector(compareallSrqvec2);
rqvec.taul<-as.vector(compareall$rgvecl);
#Shortsale--Shrinkage Fixtau=0.1
rvwec.neglamb0.5<-as.vector(compareall$rvwech);
rvvec.lamb0.5<-as.vector(compareall$rvwecd);

rvvec.lambl<-as.vector(compareall$rvwecé),

#NoShortsale--Rank constrained
rgnsvec.tau0.05<-as.vector(compareall$rgnsvec3);
rgnsvec.tau0.1<-as.vector(compareallSrgnsvecd);
rgnsvec.tau0.5<-as.vector(compareallSrgnsvec?);

rgnsvec.taul<-as.vector(compareallSrgnsvecl);



#NoShortsale--Shrinkage Fixtau=0.1
rvnsvec.neglamb0.5<-as.vector(compareallSrvnsvec5);
rvnsvec.lamb0.5<-as.vector(compareall$Srvnsvecad);
rvnsvec.lamb1<-as.vector(compareallSrvnsvecé);
##CEQ

periodvec<-sort(rep(1:30,12));

rpbarvec<-tapply(rpvec,periodvec,mean);

rg.taulbarvec<-tapply(rgvec.taul,periodvec,mean);
rg.tau0.5barvec<-tapply(rqvec.tau0.5,periodvec,mean);
rg.tau0.1barvec<-tapply(rqvec.tau0.1,periodvec,mean);
rg.tau0.05barvec<-tapply(rqvec.tau0.05,periodvec,mean);
rgns.taulbarvec<-tapply(rgnsvec.taul,periodvec,mean);
rgns.tau0.5barvec<-tapply(rgnsvec.tau0.5,periodvec,mean);
rgns.tau0.lbarvec<-tapply(rgnsvec.tau0.1,periodvec,mean);

rgns.tau0.05barvec<-tapply(rgnsvec.tau0.05,periodvec,mean);

rv.neglamb0.5barvec<-tapply(rvwec.neglamb0.5,periodvec,mean);
rv.lamb0.5barvec<-tapply(rvvec.lamb0.5,periodvec,mean);
rv.lamblbarvec<-tapply(rvwec.lambl,periodvec,mean);
rvns.neglamb0.5barvec<-tapply(rvnsvec.neglamb0.5,periodvec,mean);
rvns.lamb0.5barvec<-tapply(rvnsvec.lamb0.5,periodvec,mean);

rvns.lamb1barvec<-tapply(rvnsvec.lamb1,periodvec,mean);

s2pvec<-tapply(rpvec,periodvec,var),
s2g.taulvec<-tapply(rqvec.taul,periodvec,var),
s2qg.tau0.5vec<-tapply(rgvec.tau0.5,periodvec,var);
s2q.tau0.1vec<-tapply(rgvec.tau0.1,periodvec,var);
s2q.tau0.05vec<-tapply(rgvec.tau0.05,periodvec,var);
s2gns.taulvec<-tapply(rgnsvec.taul,periodvec,var);
s2gns.tau0.5vec<-tapply(rgnsvec.tau0.5,periodvec,var);
s2gns.tau0.1lvec<-tapply(rgnsvec.tau0.1,periodvec,var);

s2gns.tau0.05vec<-tapply(rgnsvec.tau0.05,periodvec,var);
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s2v.neglamb0.5vec<-tapply(rvwec.neglamb0.5,periodvec,var);
s2v.lamb0.5vec<-tapply(rvwec.lamb0.5,periodvec,var);
s2v.lamblvec<-tapply(rvec.lamb1,periodvec,var);
s2vns.neglamb0.5vec<-tapply(rvnsvec.neglamb0.5,periodvec,var)
s2vns.lamb0.5vec<-tapply(rvnsvec.lamb0.5,periodvec,var);

s2vns.lamblvec<-tapply(rvnsvec.lamb1,periodvec,var);

cegrpvec<-rpbarvec-0.5%*s2pvec;
cegrg.taulvec<-rg.taulbarvec-0.5*s2q.taulvec;
ceqgrg.tau0.5vec<-rqg.tau0.5barvec-0.5*s2q.tau0.5vec;
cegrg.tau0.1vec<-rg.tau0.1barvec-0.5%s2q.tau0.1vec;
ceqrg.tau0.05vec<-rg.tau0.05barvec-0.5*s2qg.tau0.05vec;
cegrgns.taulvec<-rgns.taulbarvec-0.5*s2gns.taulvec;
cegrgns.tau0.5vec<-rgns.tau0.5barvec-0.5*s2gns.tau0.5vec;
cegrgns.tau0.lvec<-rgns.tau0.1barvec-0.5%s2gns.tau0.1vec;

cegrgns.tau0.05vec<-rgns.tau0.05barvec-0.5*s2gns.tau0.05vec;

ceqgrv.neglamb0.5vec<-rv.neglamb0.5barvec-0.5%s2v.neglamb0.5vec;
cegrv.lamb0.5vec<-rv.lamb0.5barvec-0.5*s2v.lamb0.5vec;
cegrv.lamblvec<-rv.lamblbarvec-0.5*s2v.lamb1lvec;
cegrvns.neglamb0.5vec<-rvns.neglamb0.5barvec-0.5*s2vns.neglamb0.5vec;
cegrvns.lamb0.5vec<-rvns.lamb0.5barvec-0.5*s2vns.lamb0.5vec;

cegrvns.lamblvec<-rvns.lamblbarvec-0.5%s2vns.lamb1lvec;

##Cumulative CEQ
pcumceg<-cumsum(ceqgrpvec);
g.taulcumceg<-cumsum(ceqrg.taulvec);
g.tau0.5cumceqg<-cumsum(ceqrg.tau0.5vec);
g-tau0.1lcumceg<-cumsum(cegrg.tau0.1lvec),
g.tau0.05cumceqg<-cumsum(ceqrg.tau0.05vec);
gns.taulcumceg<-cumsum(ceqrgns.taulvec);
gns.tau0.5cumceqg<-cumsum(cegrgns.tau0.5vec);
gns.tau0.lcumceg<-cumsum(cegrgns.tau0.1vec);

gns.tau0.05cumceqg<-cumsum(cegrgns.tau0.05vec);
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v.lambneg0.5cumceg<-cumsum(cegrv.neglamb0.5vec);
v.lamb0.5cumceg<-cumsum(cegrv.lamb0.5vec);
v.lamblcumceg<-cumsum(cegrv.lamblvec);
vns.lambneg0.5cumceg<-cumsum(ceqrvns.neglamb0.5vec);
vns.lamb0.5cumceg<-cumsum(cegrvns.lamb0.5vec);

vns.lamblcumceg<-cumsum(cegrvns.lamblvec);

##PLOT

#Compare shortsale by tau (black)
minceg<-min(c(ceqgrpvec,ceqgrg.taulvec,ceqrg.tau0.5vec,ceqgrg.taul. lvec,ceqrg.tau0.05veq));
maxceg<-max(c(cegrpvec,ceqrg.taulvec,ceqgrg.taul.5vec,ceqrg.tau0.lvec,ceqrg.tau0.05veq)),
plot(cegrpvec,type="l" ylim=c(-0.2,0.3),

xlab="Year", ylab="Certainty equivalence retun’,

main="Portfolio optimization CEQ");

points(ceqrg.taulvec,type="U" lty=2);

points(cegra.tau0.5vec,type="l" lty=3);

points(cegra.tau0.1lvec,type="U",lty=4);

points(cegrag.tau0.05vec,type="l" lty=5);

mytaul<-expression(paste(tau,” = 1");

mytau2<-expression(paste(tau,” = 0.5");

mytau3<-expression(paste(tau," = 0.1")

mytaud<-expression(paste(tau,” = 0.05");

legend("topleft",c("Prior", mytaul,mytau2,mytau3,mytaud),lty=c(1:5),bty="0");

#Compare NOshortsale by tau (black)
minceg<-min(c(cegrpvec,cegrgns.taulvec))
maxceg<-max(c(cegrpvec,cegrgns.taulvec));
plot(cegrpvec,type=""ylim=c(-0.2,0.3),

xlab="Year", ylab="Certainty equivalence return",
main="Portfolio optimization CEQ (No Short sale)"),
points(cegrgns.taulvec,type="l" lty=2);
#points(cegrgns.tau0.lvec,type="l"lty=3);
legend("topleft",c("Prior","Rank constrained"),lty=c(1:3),bty="0");

#Compare Cumulative shortsale by tau (black)
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mincumceg<-min(c(pcumceq,g.taulcumceq,q.taul.5cumceq,g.tau0.1cumceq,q.tau0.05cumceq));
maxcumceg<-max(c(pcumceq,g.taulcumceq,g.tau0.5cumceq,g.tau0.lcumceq,g.tau0.05cumceq));
plot(pcumceq,type="l",ylim=c(-0.1,0.9),

xlab="Year", ylab="Cumulative Certainty equivalence return",

main="Portfolio optimization cumulative CEQ");

points(g.taulcumceq,type="",lty=2);

points(g.tau0.5cumceq,type="lty=3);

points(g.tau0.lcumceq,type="1",lty=4),

points(g.tau0.05cumceq,type="" lty=5);

mytaul<-expression(paste(tau,” = 1");

mytau2<-expression(paste(tau,” = 0.5");

mytau3<-expression(paste(tau,” = 0.1");

mytaud<-expression(paste(tau,” = 0.05"));

legend("topleft",c("Prior",mytaul,mytau2,mytau3,mytaud),lty=c(1:5),bty="0");

#Compare Cumulative NOshortsale by tau (black)
mincumceg<-min(c(pcumceq,gns.tau0.lcumceq));
maxcumceg<-max(c(pcumceq,gns.tau0.lcumceq));
plot(pcumceq,type="l",ylim=c(-0.1,0.9),

xlab="Year", ylab="Cumulative Certainty equivalence return",
main="Portfolio optimization cumulative CEQ (No Short sale)");
points(gns.tau0.1lcumceg,type="U" lty=2);

legend("topleft",c("Prior","Rank constrained"),lty=c(1:2),bty="0");

#Compare shortsale by lambda (black)
minceq<-min(c(ceqgrpvec,cegrv.neglamb0.5vec,ceqgrv.lamb0.5vec,ceqgrv.lamblvec));
maxceg<-max(c(cegrpvec,ceqrv.neglamb0.5vec,ceqrv.lamb0.5vec,cegrv.lamblvec));
plot(cegrpvec,type=""ylim=c(-0.2,0.3),

xlab="Year", ylab="Certainty equivalence return",

main="Portfolio optimization CEQ");

points(cegrv.neglamb0.5vec,type="U",lty=2);
points(cegrv.lamb0.5vec,type="l" ty=4);

points(cegrv.lamblvec,type="l" lty=9);

mylamb1l<-expression(paste(lambda,” = - 0.5");

mylamb2<-expression(paste(lambda," = 0.5"));
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mylamb3<-expression(paste(lambda," = 1"));

legend("topleft",c("Prior",mylamb1,mylamb2,mylamb3),lty=c(1,2,4,9),bty="0");

#Compare NOshortsale by lambda (black)
minceg<-min(c(cegrpvec,cegrvns.neglamb0.5vec,ceqrvns.lamb0.5vec,ceqgrvns.lamblvec));
maxceg<-max(c(cegrpvec,ceqgrvns.neglamb0.5vec,ceqrvns.lamb0.5vec,ceqgrvns.lamb1vec));
plot(cegrpvec,type="" ylim=c(-0.2,0.3),

xlab="Year", ylab="Certainty equivalence return”,

main="Portfolio optimization CEQ (No Short sale)");
points(cegrvns.neglamb0.5vec,type="l",lty=2);

points(cegrvns.lamb0.5vec,type="1",lty=4),

points(cegrvns.lamblvec,type="l",lty=9);

mylamb1<-expression(paste(lambda," = - 0.5");

mylamb2<-expression(paste(lambda,” = 0.5"));

mylamb3<-expression(paste(lambda," = 1),

legend("topleft",c("Prior",mylamb1,mylamb2,mylamb3),lty=c(1,2,4,9),bty="0");

#Compare Cumulative shortsale by lambda (black)
mincumceg<-min(c(pcumceq,v.lambneg0.5cumceg,v.lamb0.5cumceq,v.lamblcumceq));
maxcumceg<-max(c(pcumceq,v.lambneg0.5cumceq,v.lamb0.5cumceq,v.lamblcumceq)),
plot(pcumceq,type="l"ylim=c(-0.1,0.9),

xlab="Year", ylab="Cumulative Certainty equivalence return",

main="Portfolio optimization cumulative CEQ");
points(v.lambneg0.5cumceq,type="l" lty=2);

points(v.lamb0.5cumceq,type="U",lty=4);

points(v.lamblcumceq,type="l" lty=9);

mylamb1<-expression(paste(lambda," = - 0.5");

mylamb2<-expression(paste(lambda," = 0.5"));

mylamb3<-expression(paste(lambda," = 1),

legend("topleft",c("Prior",mylamb1,mylamb2,mylamb3),lty=c(1,2,4,9),bty="0");

#Compare Cumulative NOshortsale by lambda (black)
mincumceg<-min(c(pcumceq,vns.lambneg0.5cumceq,vns.lamb0.5cumceg,vns.lamblcumceq));
maxcumceg<-max(c(pcumceg,vns.lambneg0.5cumceg,vns.lamb0.5cumceq,vns.lamblcumceq));

plot(pcumceq,type="l",ylim=c(-0.1,0.9),



xlab="Year", ylab="Cumulative Certainty equivalence return’,
main="Portfolio optimization cumulative CEQ (No Short sale)");
points(vns.lambneg0.5cumceq,type="U",lty=2);
points(vns.lamb0.5cumceq,type=""lty=4),
points(vns.lamblcumceq,type="l" lty=9),
mylamb1<-expression(paste(lambda," = - 0.5");
mylamb2<-expression(paste(lambda,” = 0.5");
mylamb3<-expression(paste(lambda,” = 1),

legend("topleft",c("Prior",mylamb1,mylamb2,mylamb3),lty=c(1,2,4,9),bty=

O

)

a3
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