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Eschewing a more theoretical approach, Portfolio Optimization shows how the
mathematical tools of linear algebra and optimization can quickly and clearly
formulate important ideas on the subject. This practical book extends the
concepts of the Markowitz "budget constraint only" model to alinearly
constrained model.

Only requiring elementary linear algebra, the text begins with the necessary and
sufficient conditions for optimal quadratic minimization that is subject to linear
equality constraints. It then develops the key properties of the efficient frontier,
extends the results to problems with a risk-free asset, and presents Sharpe ratios
and implied risk-free rates. After focusing on quadratic programming, the author
discusses a constrained portfolio optimization problem and uses an algorithm to
determine the entire (constrained) efficient frontier, its corner portfolios, the
piecewise linear expected returns, and the piecewise quadratic variances. The
final chapter illustrates infinitely many implied risk returns for certain market
portfolios.

Drawing on the author’ s experiences in the academic world and as a consultant to
many financial institutions, thistext provides a hands-on foundation in portfolio
optimization. Although the author clearly describes how to implement each
technique by hand, he includes several MATLAB® programs designed to
implement the methods and offers these programs on the accompanying CD-
ROM.
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Eschewing amore theoretical approach, Portfolio Optimization shows how the mathematical tools of linear
algebra and optimization can quickly and clearly formulate important ideas on the subject. This practical
book extends the concepts of the Markowitz "budget constraint only" model to alinearly constrained model.

Only requiring elementary linear algebra, the text begins with the necessary and sufficient conditions for
optimal quadratic minimization that is subject to linear equality constraints. It then develops the key
properties of the efficient frontier, extends the results to problems with arisk-free asset, and presents Sharpe
ratios and implied risk-free rates. After focusing on quadratic programming, the author discusses a
constrained portfolio optimization problem and uses an algorithm to determine the entire (constrained)
efficient frontier, its corner portfolios, the piecewise linear expected returns, and the piecewise quadratic
variances. The final chapter illustrates infinitely many implied risk returns for certain market portfolios.

Drawing on the author’ s experiences in the academic world and as a consultant to many financial
ingtitutions, this text provides a hands-on foundation in portfolio optimization. Although the author clearly
describes how to implement each technique by hand, he includes several MATLAB® programs designed to
implement the methods and offers these programs on the accompanying CD-ROM.
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Editorial Review
Review

Michael Best’s book istheideal combination of optimization and portfolio theory. Mike has provided a
wealth of practical examplesin MATLAB to give students hands-on portfolio optimization experience. The
included stand-alone MATLAB code even provides its own quadratic solver, so that students do not need to
rely on any external packages.

?David Starer, Stevens Ingtitute of Technology

Overall, thisisanice book that would be ideal as atextbook for one-semester portfolio optimization courses.
It can also be good as a supplementary text for courses in operations research and/or financial engineering.
The book is self-contained enough to be used as study material for those who want to teach themselves
portfolio optimization and related computer programming, be they advanced undergraduate students,
graduate students, or financia practitioners.

?Y oungna Choi, Mathematical Reviews, |ssue 2012a

... an excellent companion text for the course ‘ Discrete-Time Modelsin Finance’ that | have been teaching
inthe past years. ... | think adding your text can make the course more lively. Thisiswhat | plan to do in the
coming (fall) semester.

?Edward P. Kao, University of Houston, Texas, USA

About the Author

Michael J. Best is a professor in the Department of Combinatorics and Optimization at the University of
Waterloo in Ontario, Canada. He received his Ph.D. from the Department of Industrial Engineering and
Operations Research at the University of California, Berkeley. Dr. Best has authored over 37 papers on
finance and nonlinear programming and co-authored a textbook on linear programming. He aso has been a
consultant to Bank of America, Ibbotson Associates, Montgomery Assets Management, Deutsche Bank,
Toronto Dominion Bank, and Black Rock-Merrill Lynch.

Users Review
From reader reviews:
Hester Crutchfield:

The feeling that you get from Portfolio Optimization (Chapman & Hall/CRC Finance) is the more deep you
looking the information that hide within the words the more you get interested in reading it. It does not mean
that this book is hard to understand but Portfolio Optimization (Chapman & Hall/CRC Finance) giving you
thrill feeling of reading. The article writer conveystheir point in specific way that can be understood by
means of anyone who read that because the author of this book is well-known enough. This book also makes
your vocabulary increase well. It is therefore easy to understand then can go along, both in printed or e-book
style are available. We propose you for having this particular Portfolio Optimization (Chapman & Hall/CRC
Finance) instantly.



Fabiola Stewart:

Aswe know that book is vital thing to add our expertise for everything. By a e-book we can know everything
you want. A book is a set of written, printed, illustrated or maybe blank sheet. Every year ended up being
exactly added. This guide Portfolio Optimization (Chapman & Hall/CRC Finance) was filled about science.
Spend your extratime to add your knowledge about your technology competence. Some people has various
feel when they reading a new book. If you know how big good thing about a book, you can feel enjoy to read
abook. In the modern eralike right now, many ways to get book which you wanted.

Robert Schneck:

As a student exactly feel bored in order to reading. If their teacher questioned them to go to the library or
make summary for some e-book, they are complained. Just little students that has reading's internal or real
their leisure activity. They just do what the educator want, like asked to go to the library. They go to at this
time there but nothing reading very seriously. Any students feel that reading is not important, boring and also
can't see colorful photos on there. Yeah, it isfor being complicated. Book is very important to suit your
needs. Aswe know that on this time, many ways to get whatever we really wish for. Likewise word says,
many ways to reach Chinese's country. Therefore this Portfolio Optimization (Chapman & Hall/CRC
Finance) can make you really feel more interested to read.

Debra Heffner:

What is your hobby? Have you heard that question when you got scholars? We believe that that query was
given by teacher to the students. Many kinds of hobby, Every individual has different hobby. And you also
know that little person such as reading or as studying become their hobby. Y ou should know that reading is
very important in addition to book as to be the thing. Book isimportant thing to include you knowledge,
except your personal teacher or lecturer. Y ou see good news or update regarding something by book.
Amount types of books that can you choose to use be your object. One of them are these claims Portfolio
Optimization (Chapman & Hall/CRC Finance).
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