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Fig. 3 Mean-AS portfolio frontier curve without risk+ree asset
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Table 2 Estimation error of Est method and Nom method (with risk-free asset)
Est Nom Est Nom
500 0.227 7 0.216 0 0.5735 0.145 6 0.137 5 0.576 5
1 000 0.157 6 0.1505 0.554 0 0.101 1 0.096 2 0.5555
3 000 0.090 0 0.086 2 0.5545 0.058 0 0.055 3 0.5550
5 000 0.069 3 0.066 6 0.5590 0.044 7 0.042 8 0.564 5
8 000 0.054 6 0.052 4 0.544 5 0.0353 0.033 7 0.5455
10 000 0.050 4 0.047 6 0.565 5 0.0325 0.030 6 0.568 0
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Fig. 4 Mean-AS portfolio frontier curve with risk{ree asset
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Asset allocation based on mean-AS model

ZENG Yan' HUANG Jin-bo®

1. Lingnan ( University) College Sun Yat-Sen Universtiy Guangzhou 510275 China;
2. School of Finance Guangdong University of Finance & Economics Guangzhou 510320 China

Abstract: The AS index is a new risk measure put forward recently by Aumann and Serrano who are inspired-
by the theory of choice under uncertainty. It has many advantages over other risk measures andattracts many
scholars. In this paper we consider an asset allocation problem with the Mean-AS model under normal distri—
bution and general distribution assumption respectively. In the former case we obtain an analytical expres—
sion of portfolio frontier and thoroughly discuss the characteristics of portfolio frontier. In the latter case we
embody the AS moment estimator into the Mean-AS portfolio optimization model and implement risk estimation
and portfolio optimization simultaneously. Under very mild conditions we prove that the Mean-AS model is a
convex optimization problem and an iterative algorithm can be designed to obtain its numerical solution. Monte
Carlo simulation results show that the Mean-AS model and our algorithm are accurate and effective. Finally
an empirical case of stock portfolio in Chinese A-stock market is illustrated.

Key words: mean-AS model; AS index; portfolio frontier; moment estimator
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