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Convergence of optimal portfolio under VaR with fat tails

YAN G X iao-guangl,M A Chao-qunl’z,W EN Feng-hua2

1 L aboratory of M anagement Decision and Information Systans, A cadeny of M athanatics and
System s Science, Chinese A cadeny of Sciences, Beijing 100080, Ching;

2 International Business School, Hunan U niversity, Changsha 410082, China

Abstractt  The paper studies the portfolio optimization problen under V aR measure w here the
distributions of returns are of fat tails It hasproved that the optimal portfolio based on the second
order fat tails converges to the optimal portfolio based on the first order fat tails The result show s
that it need only construct the optimal portfolio based on the first order fat tailsw hich is enough to
guarantee a good approximating accuracy w hen the required risk level is sufficient low. Thus the
complex computation for the portfolio optimization w ith higher order fat tails can be avoided
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