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Campbell, Huisman and Koedijk(2001)2 1% 32 5% A=9] S =52 913
ek EA4E sta e E Feo] Fx7F ofd thE Heo] £XE o] &sto] EAlstaL
Ark Fd ATE AR E(2002)E VaRE GAH] £EE o] &3to] T4 thd, Cambell,
Huisman and Koedijk(2001)2] F-8A4k2] ZAvle}l v wE-A 519t

B =Fo| A= Jansen, Koedijk and de Vries(2000)2] o] 7]%3&}o] HiF-VaR &
& A, ol B4 By Hwsigity) 22l o5& el Wi 9d
o] Fel whE Hlal, F 5%, 1%9F 22 S0 7o A% 05% 0.25%F 2
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AP BEE o] &3 B4 FaE 7t B AR B 7P dist 444 o5
77}X1 ol HIINTE A MANA HiF-VaR 28l disl] 7HeFeA Awstar, VaR

1. ¢+A$-A o] Z(Safety-first Theory)d} Sx]o] &

1. ¢ 9-A o] & (safety—first theory)

HEARJA Aol 2olM HAfdA M2 dgfe T2 Ht -1 (mean-variance)
=

29 & WolA o]FojAgt Zded &y A Abelo] s dAl(trade—off)= &
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= A=) ixio 1=t ec Ty

2) Artzner, Delbean, Eber and Heath(1999)& $1@3A4A X 24 VaRE subadditivity ¥ convexity 2] &
BE FFANA ZtER HA g gido s FAZsittal A st 2y HE AT Ao w2
W gjREEe] FEHE mgE 7p 2xo 49 me|RRoA Danielsson, Jorgensen, Samorodnitsky,

Sarma and de Vries(2005)2 subaditivity7} ¥+<-3-& ®.% 3 Hyung and de Vries(2007) convexity
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S840 A 12 " (first order approximation)
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2 &2(downside)ol Atk =A wmEt FEs] BAe] 7 FA A TE Roy(1952)9

9

J Al (safety—first

1 A9)¢] 7}V5A (probability of failure)o] 23S & A2 2 Roy (1952)

to]l AAI= 3L Arzac and Bawa(1977)°]

3|

criterion)< &

9] Jansen, Koedijk and de Vries(2000) 22]3L Campbell, Huisman and Koedijk (2001)
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Aok Z9AL p= Ea' By, +aR;, Pr = ARNe] 277 W, = T2k 27]
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DAY dee 59, R = 9939 2598, o = AR £ FEEQ
Z

(2)

AN R,=d P /d POl R,=E(R,), ¢(R,) §%7F Fol5& W sldH= VaR
o)t} o]Abe]l EAo A ek 9-M M T A Al (safety—first criterion)S 7H FRIAF=
Folxl §ollAl 919 &S Hugtslelal gk o 714 i -wAh RPN A % nhxkrhA]
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JIEEAHZF ¥ Tail Index FHAU

Hl & Bt EFHA = A= alpha A

0.00 0.279 17.42 -0.19 6.92 3.04 1.046
0.05 0.280 17.17 -0.21 6.96 3.14 0.768
0.10 0.281 16.96 -0.22 6.99 3.10 0.833
0.15 0.282 16.79 -0.24 7.01 3.22 0.561
0.20 0.283 16.65 -0.25 7.02 3.32 0.408
0.25 0.284 16.56 -0.25 7.03 3.36 0.354
0.30 0.285 16.50 -0.25 7.02 3.49 0.233
0.35 0.285 16.48 -0.25 7.01 3.53 0.204
0.40 0.286 16.51 -0.25 6.98 3.33 0.361
0.45 0.287 16.57 -0.23 6.94 3.37 0.314
0.50 0.288 16.68 -0.22 6.89 3.38 0.306
0.55 0.289 16.82 -0.20 6.84 3.48 0.231
0.60 0.290 17.01 -0.18 6.77 3.42 0.277
0.65 0.291 17.23 -0.16 6.71 3.32 0.382
0.70 0.292 17.48 -0.13 6.63 3.46 0.260
0.75 0.293 17.77 -0.10 6.56 3.31 0.409
0.80 0.294 18.09 -0.08 6.48 3.26 0.491
0.85 0.295 18.44 -0.05 6.40 3.38 0.359
0.90 0.295 18.82 -0.02 6.32 347 0.293
0.95 0.296 19.23 0.00 6.25 3.57 0.229
1.00 0.297 19.67 0.03 6.18 3.54 0.263

¥

) 919 ®e] g AU FXE 247 1,000 (Bt
# 2] A4 (tail index), A¥ scale 181l VaR(x)&=

AgR WA T 12 wEseen.

FFHAD), 1,000,000 (A) ¢ FA]e]t} alpha™

247} x%olH #4% VaRE oJmIsha, VaR Aol

2o 9gst, HEs g A oa) mAEE FuHe 2717k Akt
A2 M e svan tetd AFRAe Y o|8d FFERE, thed
A%ol wE FEsk stk wek, FAAE BB 2Ya 2o 23l 99

r

4 A
e 7HE AE3A oY A AAE 7 A5 Hd-VaR 2F F 53]
Jansen, Koedijk and de Vries(2000) <] =&4 <l shdeldol disl HAsst= 49
o HAst A9l a7t 77 v WwEo R fird AdS 5T 7 Utk F 329
B4 A Aern gadh] Bl o g F

kol Al MAgolr AF7E SAIolE& o &ato] FHO7



AL (scale) & A7} <E 1>0] FolA k. &=
2 o] Folxl XEZ 2] A5 a=304° 5 o
A 529] ghol AIF o2 F7F FAE Holal, =481 5N BEo R o] Fox

FEZYQ A o =354% Yeh}, £x] nel7l dddor d FEHES HoErh

H~l
R
Mo

<E 2> VaR FX™zt: 9AH VaR £H4+2 Fat-tal 225 0|28 VaR =%

Fat-tail ©]-&3%F VaR 112 VaR
H) & VaR(5.0) VaR(0.25) VaR(5.0) VaR(0.25)
0.00 2.903 7.767 2.631 7.137
0.05 2.922 7.592 2.609 7.052
0.10 2.863 7.534 2552 7.014
0.15 2.904 7.361 2.529 6.972
0.20 2.927 7.220 2519 7.010
0.25 2.920 7.130 2518 6.952
0.30 2.963 6.994 2.500 7.203
0.35 2.961 6.926 2.506 7.249
0.40 2.850 7.013 2.530 7.186
0.45 2.867 6.971 2.565 7.207
0.50 2.872 6.964 2612 7.202
0.55 2.923 6.916 2611 7117
0.60 2.905 6.976 2.626 7.096
0.65 2.871 7.082 2.6830 7.194
0.70 2.964 7.048 2.715 7.097
0.75 2918 7.204 2.749 7.053
0.80 2.919 7.311 2.823 7.311
0.85 3.016 7.312 2.852 7.348
0.90 3.099 7.351 2.909 7.479
0.95 3.196 7.398 2.943 7527
1.00 3.233 7533 2.997 7.504

F) o] ®o e dHe] FAE 1008 (VaR) & 29, A VaR (x)& 217 A BEZHE
x%°] ANFEHE quantiled o] &3t FAs VaRE 9n|sla, VaR Alitel] AL&E &4 F7h= 12
EEghskdch

ol
1o
i
s
>
N
Y

A AT} o] Hille] ¥A1E e 4L 2 (DollA me A71E Ao sk ol
2= %E%Oﬂ*i Danielsson, de Haan Peng and de Vries(2000)e14] #IA] g subsample bootstrap
5 =4S A} o= OO‘ W m=123, =104 W m=1522 Z}Z} Yelst mo] 2olA|

ko], mel AAY FAA0 A7t AA= BEAS ARtell, RE FEET A 77
=88 mo] AMEOoRRH Yy FAF] UFEAHS HAger] s m=123 o2 1455
FE m=67(01%°] ngld sFsts ) Bole & =29 AEFHdE DA Aot gles
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<E 2>olM 7 LEZT QM AFFEE 9B%, 9%, 95% P 99.75% FF, F 5=
5%, 1%, 05% 2 0.25% oA 2] VaR #0S dA}s BELE o]gate] At & gy} 2
Bl oz AHERE LAl o] FA ghS 7tz valsta
|ZAAFAS 12 FF8ste] <& 2>9] VaR #h2 “VaR/ XEZT QFAF 9 = VaR /
VaR"7} 5o] Fxdol gt VaRe] vl &S vehl= s $X5 s 2
2 3)4]e] kst
AqALA VaRe] 4% 6 = 5%ME 0 = 030, 5 30%2] &54n] FEo] Akt
70%9] HlF43E FEo] Ao FAY TEZ A 7HY A& VaR #S B
Atk &= 025%0M+= o = 0152 Ve 22 FEe] wil Ha FF9 VaRE AT
b= XEEYS AN e & F 9M ol ABEs 2 6] FHERE <A}
of o8 FAe gy} vlawste] w1k Jﬂ
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sk XEZE Q] A EEUAE FAHE Ao vE vEE PN NE
Aol EFHEE wWolEh

t—l

Arzac and Bawa®] ¥ i-VaR E&ol| A9 A3}

B2k HA A 27l A ﬁéﬂ VaR m‘éOﬂ*H AX@} Z:iiﬂr, = 2 (2 g ol gs 4
H7E <3 3> FolA Qrks) A7IA g-ElE GAAY FEddA 93 £ o S
Al FEolM e AFo] EZYQ HA gl vA = GEFE A5 A&l e iy
o] F 7}z § = 5%} 0.25%9] AS-2uk dAsle], § = 5%E BAFA oA ¢

5%, 1%, 05% % 0.25% VaR= 747t A4 girh
8) Al AHgd FHdwEe AXE(2002) T V1€ AEHA", B4V vhA Y 2(2006'd 114€)9]

?% 95%, 99%, 99.5% B 99.75% oA EEE o] HAUEd Thedg ouj@th o] w=ielA A
)5 =

Mol

=i 1dEe] 52 AE 47%E AHEsk
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FAY FAo]2 S o] &M FAHI F-Z 47 AASE BRI ol A
(robustness)= Bl sl7] $18) Lo M-S AREA] &5 A FE 93 VaR g

& o8 Aok ohgd AT

A APEEE o] &% VaRe 4] A= ool dFH ol §=5%¢2t 0.25%

59 Ao Aagle] A st A= sdT AoE YEth 0=05% &F

<I 3> Arzac and Bawa Ew-VaR Z@ollAMel =&z}
It EE Fat-Tail 3 AR

H & VaR(5.0)  VaR(0.25) VaR(5.0) VaR(0.25) VaR(5.0) VaR(0.25)
0.00 0.3158 0.1856 0.312 0.117 0.3438 0.127
0.05 0.3235 0.1901 0.313 0.121 0.3500 0.130
0.10 0.3308 0.1944 0.322 0.123 0.3614 0.132
0.15 0.3374 0.1983 0.321 0.127 0.3682 0.134
0.20 0.3435 0.2018 0.322 0.131 0.3733 0.135
0.25 0.3488 0.2050 0.325 0.134 0.3770 0.137
0.30 0.3533 0.2076 0.324 0.138 0.3833 0.134
0.35 0.3569 0.2098 0.327 0.140 0.3861 0.134
0.40 0.3597 0.2114 0.343 0.140 0.3860 0.137
0.45 0.3616 0.2125 0.344 0.142 0.3842 0.137
0.50 0.3627 0.2131 0.347 0.143 0.3808 0.139
0.55 0.3629 0.2132 0.344 0.146 0.3844 0.142
0.60 0.3622 0.2129 0.349 0.146 0.3857 0.143
0.65 0.3608 0.2120 0.356 0.145 0.3814 0.143
0.70 0.3587 0.2108 0.348 0.147 0.3799 0.146
0.75 0.3560 0.2092 0.357 0.145 0.3784 0.148
0.80 0.3528 0.2073 0.360 0.144 0.3718 0.144
0.85 0.3491 0.2051 0.351 0.145 0.3712 0.145
0.90 0.3450 0.2027 0.345 0.146 0.3671 0.143
0.95 0.3406 0.2001 0.337 0.146 0.3659 0.144
1.00 0.3359 0.1973 0.336 0.145 0.3625 0.145

) 919 kel g2 el £AE 22 1000 g FAQ). FsA mAlE 73% I AHglete ToEZHS
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<X 4> = =HF2 E(Sharpe ratio) H|w

AT Fat-Tail &3 GALA HEIE
H & EeHAk VaR(5.0) VaR(0.25) VaR(5.0) VaR(0.25)
0.00 0.5229 0.314 0.1173 0.3462 0.128
0.05 0.5357 0.315 0.1212 0.3526 0.130
0.10 0.5478 0.324 0.1233 0.3641 0.132
0.15 0.5589 0.323 0.1275 0.3709 0.135
0.20 0.5689 0.324 0.1312 0.3761 0.135
0.25 05777 0.328 0.1341 0.3798 0.138
0.30 0.5852 0.326 0.1380 0.3862 0.134
0.35 0.5912 0.329 0.1407 0.3890 0.134
0.40 0.5959 0.345 0.1403 0.3889 0.137
0.45 0.5990 0.346 0.1424 0.3870 0.138
0.50 0.6007 0.349 0.1439 0.3835 0.139
0.55 0.6009 0.346 0.1462 0.3872 0.142
0.60 0.5999 0.351 0.1462 0.3884 0.144
0.65 0.5975 0.358 0.1453 0.3841 0.143
0.70 0.5940 0.350 0.1473 0.3825 0.146
0.75 0.5895 0.359 0.1454 0.3810 0.149
0.80 0.5840 0.362 0.1445 0.3743 0.145
0.85 0.5778 0.353 0.1457 0.3736 0.145
0.90 0.5709 0.347 0.1462 0.3695 0.144
0.95 0.5636 0.339 0.1465 0.3682 0.144
1.00 0.5557 0.338 0.1451 0.3648 0.146
) 9ol 29 Al FAE 7Hz 100w @ ?ilo‘ 23 44% A7t AR2AFAES HH 3
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Optimal Portfolio Selection in a
Downside Risk Framework

Namwon Hyung - KyuSook Han*

abstract

In this paper, we examine a portfolio selection model in which a safety—first investor
maximizes expected return subject to a downside risk constraint. We use the Value-at-Risk
as the downside risk measure. We exploit the fact that returns are fat-tailed, and use a
semi-parametric method suggested by Jansen, Koedijk and de Vries(2000). We find a more
realistic asset allocation than the one suggested by the literature based on the traditional
mean-variance framework. For the robustness check, we provide empirical analyses using
empirical quantiles. The results highlight that for optimal portfolio selection involving
downside risks that are far in the tails of the distribution, our mean-VaR model with a

fat—tailed distribution is superior.

Keywords : Downside Risk, Mean-variance Model, Mean-VaR Model, Safety—first Theory, Extreme

Value Theory
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