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WY (Linear Programming, LP)

FlRGME BB S 1IRATERIND b O MIBFIEE (LP) v o .

BEEEO AP T, ISHEEE LRV, LP OBGmMNE RIT, mREFI O [HEikO &K K&K/
M BDorhidEnckby T3, =72, 3 EBTHHTE AV EH] & TXHb# )
EWSFHAZRERbEN EnEELTHS T

2 Wit W% (Quadratic Programming, QP)

RGN 1k, BOBEES 2 KRATEREND L OE 2 KEFHEE (QP) &V ).

LPEQPIIZENIZLEH LS BV EFA. L LKRDO 2OV I E THEHEEY 7 N0 R
FACTHobiFTT.

B EFt Wik (Integer Programming, IP)

LP R0 QP ORI EE T A, BEEEE (IP) TIREHKN 0/1 0 2 HOBEE, &5
WIEFER OB (x0=0) ICHIR I NS0 2 W W ET. KREERBEEEE T VI,
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FAR SR E BBEES 1 IRATRIN WS O IEREFEE (NLP) L WVWWET. Zh
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6.1 ~— a3V Ly VDEE/FBER— 7V F - EFT N
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A | 8B | ¢ | o | E |
1
2 ———
2 ® N il HATFFFI 3
4 | F)EE 1.3 1.2 1.08 1.2
5 |5 ks o 1! 0RY
6 |t 3 1 -0.5 2
7 1 2 -4
g -05 —0.4 1
e
10 |58 LR 075 0.75 075
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6.1 N"—b+r7+ V4T —%

HELZOT =X EERL, BAVEAIC3HICHIHEN, ¥V, 2) TEELEZHADOKD

MR A AL TH KD
=1. 3%X+1. 2%Y+1. 08%Z

WICENVEBIZ, 3HITHRE, ¥V, ) TERELELBEOHE ANLTH LS. oL,
WOITHIOETHAEIND. t X 11T 35DITH % 31T 1 FOITHNICEET HZ L H2R L
LA

= (X, Y, Z)*VE(X, Y, Z)'=3%X 2+2%Y 247 2+2%X*Y-X*7Z-0. 8%Y*7Z
ST3f~DOFEEHRIZEHL CIE, ROGMRH L. T7200, 34LEGFT1H DT 100%
EEZD.

X+Y+Z=1;

M S ~OEELFIZOM E I L FCTHRICHEENRINTE S, 3 Lo MR & &k
SN ERETRIZEI D TH A D D
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KibT 20V ICH DU EIZHIRL, VAT 2E/NMeT 22 ERE2LND.
IOFHT, v—av 4 v Y DOVE/ A — 7 4+ U A -E T (PORT02. 1g4) % LINGO
TERILTDERDODELIICRD. FIAIX, V-2 % 1.IBLUETY A7 &K/ LIZWE
FHLERDOEHICRD.
MIN=3%XskX+2%Y kY +Z%Z+2%XkY—X*kZ—0. 8%Y*Z;
X+Y+Z=1;
1. 3%X+1. 2%Y+1. 08%Z>1. 15;
INEMS L 6.2 DRHELND. X &K 18%, Y & 25%, Z & BI%DHETHRE T
Y 27 3w/ S 0.42 1272 5.

Local optimal solution found.

Objective value: 0.4209630
Extended solver steps: 5
Total solver iterations: 4

Variable Value Reduced Cost

X 0.1828794 0.000000

Y 0.2480545 0. 000000

Z 0.5690661 0. 000000

Row Slack or Surplus Dual Price

1 0.4209630 -1.000000

2 0.000000 0.5564202

3 0.000000 -1.215953

6.2 Ux—>r1.150F
WL, V=% LISV RICAEET 2L 6.3 DLDIT, X &4 32% Y & 24%, Z %
LD IR TERETNIZY A7 13 R/MEEN 0.55 12785, U X —2 1,15 5 1. 18 1T 4
RT LT, VAR 042056 0.55 X7z, NE, WnWEZEOURTERNnE N Z
EEDHR, ADHEETIRAZ LV A= DML — RN T72RDIVLEND D.

Local optimal solution found.

Objective value: 0.5501556
Extended solver steps: 2
Total solver iterations: 13
Variable Value Reduced Cost
X 0.3252918 0.000000
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Y 0.2369650 0.000000

7 0.4377432 0.000000
Row Slack or Surplus Dual Price
1 0.5501556 -1.000000
2 0.000000 7.628016
3 0.000000 —-7.396887

X 6.3 UX—2%1.18 0 I

6.3 WHAEF A (PORT02.1g4)

EEOKRIL, PIZIEHE1IH THLELZ 1690tEH25. 2T, LT LHMOLE
oIl HETVAERLEL Y. M6.1 THOWMESBITI AL A VIC, BEKRE
INVEST |2, A4 % RATEIZZ LT 1M OKRE LIRAZ 0.75 ICRET 5. RS, WHOKR—
74—V AETLTHDH.

MODEL:
SETS:
ASSET: RATE, UB, INVEST;
COVMAT ( ASSET, ASSET): V;
ENDSETS
DATA

ASSET = GOOGLE, YAHOO, CISCO;

RATE = @OLE( );

UB = @LE( );

v = @OLE( );
ENDDATA

SUBMODEL SUB1:
MAX = @SUM( COVMAT( I, J): V( I, J) = INVEST( I) * INVEST( J));
RETURN = @SUM( ASSET: RATE * INVEST);
! Must be fully invested;
@SUM( ASSET: INVEST) = 1;
! Upper bounds on each;
@FOR ( ASSET: @BND( 0, INVEST, UB));

! Must achieve target return;

14



RETURN >= RET_LIM;
ENDSUBMODEL
CALC:
[@SET ( ’ DEFAULT’ ) ;
[@SET ( * TERSEO™, 2);
@SET (" STAWIN', 0);
@SOLVE (SUB1) 3
ENDCALC
END

HAOMRIIKG6. 408 Y Th 5.

Objective value:
Extended solver steps:
Total solver iterations:
Variable
RETURN
RET_LIM
RATE ( GOOGLE)
RATE ( YAHOO)
RATE ( CISCO)
UB (' GOOGLE)
UB (' YAHOO)
UB( CISCO)
INVEST ( GOOGLE)
INVEST (' YAHOO)
INVEST ( CISCO)
V( GOOGLE, GOOGLE)
V( GOOGLE, YAHO00)
V( GOOGLE, CISCO)
V( YAHOO, GOOGLE)
V( YAHOO, YAHO0O0)
vV ( YAH0O, CISCO)

V( CISCO, GOOGLE)

Value
1.275000
0.000000
1.300000
1.200000
1.080000

0.7500000
0.7500000
0.7500000
0.7500000
0.2500000
0.000000
3.000000
1.000000
-0.5000000
1.000000
2.000000
-0.4000000

-0.5000000

15

2.187500

5

54

Reduced Cost

0

0

000000

000000

. 000000

. 000000

. 000000

. 000000

. 000000

. 000000

. 500000

. 000000

. 450000

. 000000

. 000000

. 000000

. 000000

.000000

. 000000

. 000000



V( CISCO, YAHO0O) -0.4000000 0.000000

V( CISCO, CISCO) 1.000000 0.000000
Row Slack or Surplus Dual Price

1 2.187500 1.000000

2 0.000000 0.000000

3 0.000000 2.500000

4 1.275000 0.000000

6.4 PHET VO

6.4 HEHTwT 4T
KIZ10BBED ) 7 — > L~ T, Portfoliom T 24T WV, BRI 7 v > 7 0 7 R 2 5 <.
LINGOOFIRI DAy 52 KETHMAT 22 LT Z S OHEAICEERDRVOTH . &FEEE O
ARLPHHALEWAIZ~=2T7 v EHALTIELLV.
MODEL:
| Solves the generic Markowitz portfolio
model in a loop to generate the points
on the efficient frontier;
SETS:
ASSET: RATE, UB, INVEST;
COVMAT ( ASSET, ASSET): V;
POINTS: XRET, YVAR;
ENDSETS
DATA:
! Number of points on the
efficient frontier graph;
NPOINTS = 10;
POINTS = 1..NPOINTS;
! The stocks;
ASSET = GOOGLE, YAHOO, CISCO;
! Expected growth rate of each asset;
RATE = @OLE( );

! Upper bound on investment in each;
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UB = @OLE( );
! Covariance matrix;
v = @OLE( );
ENDDATA
| Below are the three objectives we’ 11 use;

SUBMODEL SUB_RET_MAX:

[OBJ_RET_MAX] MAX = RETURN;
ENDSUBMODEL
SUBMODEL SUB_RET_MIN:
[OBJ_RET_MIN] MIN = RETURN;

ENDSUBMODEL
SUBMODEL SUB_MIN_VAR:
[OBJ_MIN_VAR] MIN =
@SUM( COVMAT( I, J): V( I, J) % INVEST( I) #* INVEST( J));
ENDSUBMODEL
land the constraints;
SUBMODEL SUB_CONSTRAINTS:
I Compute return;
RETURN = @SUM( ASSET: RATE * INVEST);
I Must be fully invested;
@SUM( ASSET: INVEST) = 1;
! Upper bounds on each;
@FOR( ASSET: @BND( 0, INVEST, UB));
I Must achieve target return;
RETURN >= RET_LIM;
ENDSUBMODEL
CALC:
! Set some parameters;
| Reset all params;
@SET ( ’ DEFAULT’ ) ;
! Output error messages only;

@SET ( " TERSEO’, 2);
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! Suppress status window;
@SET( " STAWIN', 0);
! Solve to get maximum return;
RET_LIM = 03
@SOLVE ( SUB_RET_MAX, SUB_CONSTRAINTS) ;
I Save maximum return;
RET_MAX = OBJ_RET_MAX;
! Solve to get minimum return;
@SOLVE ( SUB_RET_MIN, SUB_CONSTRAINTS) ;
! Save minimum return;
RET_MIN = OBJ_RET_MIN;
! Interval between return points;
INTERVAL =
( RET_MAX - RET_MIN) / ( NPOINTS-1);
! Loop over range of possible returns, minimizing variance;
RET_LIM = RET_MIN;
@FOR ( POINTS( I):
@SOLVE ( SUB_MIN_VAR, SUB_CONSTRAINTS) ;
XRET (1)

RET_LIM;

YVAR( 1) OBJ_MIN_VAR;
RET_LIM = RET_LIM + INTERVAL; )

! Display the results;

@WRITE( ’ Return Variance’, @NEWLINE( 1));

@FOR( POINTS: @WRITE( @FORMAT ( XRET, *#12.6G),

@FORMAT ( YVAR, *#12.6G’), @NEWLINE( 1)) )3
ENDCALC
CALC:
! The remainder of the model graphs the efficient frontier;

NHASHY = 20; NHASHX = 60; SCALE = 10;
Vo

@FLOOR ( YVAR( 1) * SCALE);

Vo VO / SCALE;

V1l = @FLOOR( YVAR( NPOINTS) #* SCALE + .5);

18



V1 = V1 / SCALE;
RO = @FLOOR( RET_MIN s SCALE);
RO = RO / SCALE;
R1 = @FLOOR( RET_MAX * SCALE + .5);
R1 = R1 / SCALE;
ENDCALC
SETS:
HASHX /1..NHASHX/: XAXIS;
HASHY /1..NHASHY/: YAXIS;
GRID ( HASHY, HASHX): CHECK;
ENDSETS
CALC:
XWIDTH = ( R1 - RO) / NHASHX;
XAXIS( 1) = RO + XWIDTH;
XAXTS ( NHASHX)

R1;
YHEIGHT = ( V1 - VO) / NHASHY;
YAXIS( 1) = VO + YHEIGHT;

YAXIS ( NHASHY) Vi

@FOR( HASHY ( J) | J #GT# 1 #AND# J #LT# NHASHY:
YAXIS( J) = YAXIS( J - 1) + YHEIGHT; );
@FOR ( HASHX( J) | J #GT# 1 #AND# J #LT# NHASHX:

XAXIS( J) = XAXIS( J - 1) + XWIDTH;)

@FOR ( GRID: CHECK = 0);
@FOR ( POINTS( P):
J=1;

@WHILE ( XRET( P) #GT# XAXIS( J): J =7J + 1);

I =1;

@VHILE ( YVAR( P) #GT# YAXIS( I): I =1 + 1);

CHECK( I, J) = 13);
INDENT = 12;
@WRITE ( @NEWLINE( 2), (INDENT-3)%’ ', ’Variance’, @NEWLINE( 1));
@WRITE ( INDENT*’ *, * ", @NEWLINE( 1));
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@FOR ( HASHY ( IT):
@IFC( IT1 HEQ# 1:
@WRITE( ( INDENT - 5) * '’ @FORMAT( V1, "#4.2G’), = |');
@ELSE
@IFC( T HEQ# @SIZE( HASHY):
@WRITE( ( INDENT - 5) * ’ ’, @FORMAT( Vo, "#4.2G°), °~ |’);
@ELSE
@WRITE ( INDENT%" *, ’

) ) )
@FOR ( HASHX( JJ):
@IFC( CHECK( @SIZE( HASHY) - II + 1, JJ):

@WRITE( "% )
@ELSE
@WRITE( ~ )3 ) )

@WRITE( @NEWLINE( 1));  );
@WRITE ( INDENT*’ ’, NHASHX* -", ’>’, @NEWLINE( 1));
@WRITE ( (INDENT-2)% ’, @FORMAT ( RO, " 4.2G"), (NHASHX - 4)*" ’, R1, @NEWLINE( 1)) ;
@WRITE ( ( INDENT + NHASHX - 3)%” ’, ’“Return’, @NEWLINE( 3));
ENDCALC
END
HAORRIZKO®BY THD.
Return Variance
1.11000 0.417375
1.12833 0.417375
1.14667 0.418054
1. 16500 0.462381
1.18333 0.575957
1.20167 0. 758782

1.22000 1.01086
1.23833 1.33218
1.25667 1.72275
1.27500 2. 18750
Variance
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2.2 | *
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|
|
|
| *
|
|
|
| *
|
|
|
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|
|
| %
|
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____________________________________________________________ >
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Return
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