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ABSTRACT

The mean-variance model that Markowitz (1952) proposed has a sample error

problem. This paper employs global minimum variance model ~ minimum tracking

error method, and co-integration approach to investigate whether the performance is
superior to the performance of Taiwan 50 index and further compare three methods’
performance. The sample period will start in July 1998 to December 2009, and use
rolling windows to replace the frequency. This research shows that the global
minimum variance model has the lowest risk, and the co-integration method has the
highest performance. However, the performance of minimum tracking error method is
better than the global minimum variance model and lower volatility than the
co-integration method. Therefore, the minimum tracking error method is the best

method to construct the portfolio.

Keywords: portfolio performance, global minimum variance, minimum tracking error

variance, co-integration approach
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