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Relative location of optimal portfolios on efficient frontier

ZHOU Yi-jia, YU Bo’

( School of Mathematical Sciences, Dalian University of Technology, Dalian 116024, China )

Abstract: The validities of the optimal solutions of reward-risk portfolio optimization models are
discussed, such as mean-VaR model, mean-AVaR model, mean-variance ratio model, etc.. It is
proved that based on Markowitz mean-variance model and efficient frontier theory, if the optimal
portfolios exist, they must be located on the efficient frontier of mean-variance. The mean and
standard deviation of these models’ optimal solutions are calculated. According to the calculated
results, the relative location of the optimal portfolios on the efficient frontier is discussed.
Particularly, the location of mean-VaR model’s optimal portfolio on the efficient frontier varies with

confidence levels.

Key words: portfolio optimization model; optimal portfolio; efficient frontier



