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The Portfolio Decision with Downside Risk Consideration

student : Ying-Ren Chen Advisors : Dr. Chih-Hsien Lo

Abstract

This thesis considers the performance of minimum risk portfolios under
alternative risk models. The risk models considered are variance, lower partial
moment, two-sided coherent, and a new model which combines lower partial moment
and two-sided coherent. These models are then applied to 12 component indices of
MSCI Asia Index, and the portfolio performances and risks are evaluated by Sharpe
ratio, Information ratio, Value at risk and expected shortfall. The empirical findings
are as follows. The parameter settings of all risk models, except variance,
significantly influence the portfolio performances. The performance of the new risk

model which combines lower partial moment and two-sided coherent is the best.

Keywords: Risk measurement, Minimum Risk Portfolio, Performance Evaluation
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