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IMPROVING MARKET RISK ESTIMATION  
IN DIAGONAL MODEL OF SHARPE
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9RLVKFKHYD�2OJD�6WDQLVODYRYQD��&DQG��6F���(FRQ���$VVRFLDWH�3URI�

.RURWNLNK�9LDFKHVODY�9ODGLPLURYLFK��3RVW�JUDGXDWH�VWXGHQW

9RURQH]K� 6WDWH� 8QLYHUVLW\�� 8QLYHUVLW\� VT��� ��� 9RURQH]K�� 5XVVLD�� �������� 

H�PDLO��YGDYQLV#PDLO�UX��Y�Y�NRURWNLNK#JPDLO�FRP

3XUSRVH��7KH�GHYHORSPHQW�RI�PDWKHPDWLFDO�DSSDUDWXV�RI�VHFXULW\�SRUWIROLR�

EXLOGLQJ� GXH� WR� VSHFL¿FDWLRQ� RI� WKH� PHFKDQLVPV� DQG� WKH� QDWXUH� RI�

PDUNHW� ULVN� RFFXUUHQFH� LQ� WKH�PRGHOV� RI� SRUWIROLR� GHFLVLRQV��'LVFXVVLRQ: 

$XWKRUV�SURYH�WKH�XVDJH�RI�SUR¿WDELOLW\�RI�D�JURXS�LQGH[�IRU�PHFKDQLVPV�

VSHFL¿FDWLRQ�DQG�VSHFL¿FDWLRQ�RI�WKH�PHFKDQLVPV�DQG�WKH�QDWXUH�RI�PDUNHW�

ULVN�RFFXUUHQFH�LQ�WKH�SURFHVV�RI�PDNLQJ�RI�SRUWIROLR�GHFLVLRQV�UHFHLYHG�E\�

PHDQV�RI�GLDJRQDO�PRGHO�RI�6KDUSH��7KH�XVLQJ�RI�D�VSHFLDO�WRRO�YDULDEOH�LV�

RIIHUHG�DV�SUR¿WDELOLW\�RI�D�JURXS�LQGH[�LQ�SUDFWLFDO�FDOFXODWLRQV��:D\V�RI�LWV�

IRUPDWLRQ�DUH�GLVFXVVHG��5HVXOWV��WKH�PRGL¿FDWLRQ�RI�GLDJRQDO�PRGHO�ZLWK�

XVH�RI�WKH�FRUUHFWHG�DVVHVVPHQW�RI�PDUNHW�ULVN� LV�GHYHORSHG�E\�DXWKRUV�

RQ�WKH�EDVLV�RI�HFRQRPHWULF�DSSURDFK��7KH�GHWDLOHG�GHULYDWLRQ�RI�IRUPXODV�

QHHGHG�IRU�WKLV�SXUSRVH�LV�FRQVLGHUHG�DQG�WKHLU�VXEVWDQWLDO�LQWHUSUHWDWLRQ�

LV�JLYHQ��7KH�SUDFWLFDO�LPSRUWDQFH�RI�UHVHDUFK�LV�GH¿QHG�E\�WKH�UHVXOWV�RI�

HPSLULFDO�FDOFXODWLRQV�JLYHQ�LQ�DUWLFOH��7KH\�GLGQ
W�GLVSURYH�WKH�DVVXPSWLRQ�

WKDW�XVH�RI�WKH�GHYHORSHG�PRGHOV�LQ�WKH�DVVHW�PDQDJHPHQW�VLJQL¿FDQWO\�

LQFUHDVHV�SUREDELOLW\�RI�SRVLWLYH�¿QDQFLDO�UHVXOW�UHFHLYLQJ�E\�WKH�LQYHVWRU�RQ�

WKH�DQWLFLSDWRU\�SHULRG�

.H\ZRUGV�� VHFXULW\�� PDUNHW� LQGH[�� JURXS� LQGH[�� EHWD�FRHI¿FLHQW��

LQVWUXPHQWDO�YDULDEOH�

5HIHUHQFHV

��� %DNKROGLQ� 6�9��� .RURWNLNK� 9�9��

2GQRVKDJRYDLD� DGDSWLYQDLD� PRGHO
�

SRUWIHO
QRJR� LQYHVWLURYDQLLD� 8�� 6KDUSD�

>6LQJOH�VWDJH�$GDSWLYH�:��6KDUSH�3RUWIROLR�

0RGHO@�� 6RYUHPHQQDLD� HNRQRPLND��
SUREOHP\� L� UHVKHQLLD�� ������ QR�� �� ������
SS������������,Q�5XVV��

��� 'DYQLV�9�9���.DVDWNLQ�6�(���$UGDNRY�$�$��

*ODYQ\H� NRPSRQHQW\� L� LNK� SULPHQHQLH� Y�

PRGHOLDNK� SRUWIHO
QRJR� LQYHVWLURYDQLLD�

>3ULQFLSDO� &RPSRQHQWV� $SSOLFDWLRQ� LQ�

6HFXULW\� 3RUWIROLR� 0RGHOV@�� 6RYUHPHQQDLD�
HNRQRPLND�� SUREOHP\� L� UHVKHQLLD�� ������
QR����������SS������������,Q�5XVV��

��� 'DYQLV�9�9���.DVDWNLQ�6�(���$UGDNRY�$�$��

2GQRNRPSRQHQWQDLD� PRGHO
� SRUWIHO
QRJR�

LQYHVWLURYDQLLD� >6LQJOH� &RPSRQHQW� 0RGHO�

RI� 3RUWIROLR� ,QYHVWPHQW@�� 6RYUHPHQQDLD�
HNRQRPLND�� SUREOHP\� L� UHVKHQLLD�� ������
QR����������SS������������,Q�5XVV��

��� 'DYQLV� 9�9��� .DVDWNLQ� 6�(���

5DWXVKQDLD� (�$�� 0RGL¿WVLURYDQQ\L� YDULDQW�

PRGHOL� 6KDUSD�� HJR� VYRLVWYD� L� VWUDWHJLL�

XSUDYOHQLLD� LQYHVWLWVLRQQ\P� SRUWIHOHP�

>0RGL¿HG� 9HUVLRQ� RI� 6KDUSH¶V� 0RGHO��

LWV� 3URSHUWLHV� DQG� ,QYHVWPHQW� 3RUWIROLR�

0DQDJHPHQW� 6WUDWHJ\@�� 6RYUHPHQQDLD�
HNRQRPLND�� SUREOHP\� L� UHVKHQLLD�� ������
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QR�� �� ����� SS�� ��������� �,Q� 5XVV��

��� 'DYQLV� 9�9��� 5DNKPHWRYD� 5�8���

.RURWNLNK� 9�9�� 0DWHPDWLFKHVNLH� RVQRY\�
¿QDQVRY\NK� Y\FKLVOHQLL� >0DWKHPDWLFDO�
)RXQGDWLRQV� RI� )LQDQFLDO� &DOFXODWLRQV@��

9RURQH]K��&67,������������S���,Q�5XVV��

��� 0DUNRZLW]� +�� 3RUWIROLR� VHOHFWLRQ��The 

-RXUQDO�RI�)LQDQFH��������YRO�����SS��������
��� 6KDUSH� :�)�� $� 6LPSOL¿HG� 0RGHO� RI�

3RUWIROLR� &KRLFH�� 0DQDJHPHQW� 6FLHQFH��
������YRO�����QR�����SS����������


