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Portfolio Optimization using flexible programming

Abstract

Earining high profit with choosing low risk stocks, is one of the investors concerns. In this
paper, we propose a new model based on modern portfolio theory that have some constraints
such as cardinality and flexiblity of stock’s weights in portfolio. In flexiblity of stock’s weights,
we face with uncertainty of constraint satisfaction and fuzzy relationships applied to handle it.
Uncertainty exists in stock’s returns, t0o. To handle uncertatinties, fuzzy method is used. Here,
flexible and possibilistic programming are applied to convert model to crisp one.

To slove and evaluation of model, returns of v. companies of Tehran Stock Exchange in a

month is considered. The results of proposed model showed it is possible to.earn high profit
with lower risk by choosing a reasonoble portfolio at lower values of confidence level.

Keywords: Fuzzy programming; Goal programming; Portfolio; Possibilistic .and flexible
programming; Tehran stock exchange.
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