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[ ABSTRACT |

T Heoretical model suggesting how to “optimally”

construct stock portfolio was initiated by Markowitz (1952).
The model has been widely adopted by fund managers.
However, the drawback of the model is the assumption that
stock returns are normally distributed while recent evidences
suggest fat-tailed distribution. Moreover, the expected returns
for all stocks in the model needed to be exactly identified. Means
of the historical data are practically employed instead. This study
investigates new models that cope with two issues. The higher-
moment model takes other dimensions of return distribution,
namely, skewness and kurtosis, into consideration. Another model
constructs portfolio by ranking expected returns rather than
exactly identify them. The approach is more realistic. This paper
uses all three models to formulate portfolio consisting of stocks
included in SET50 during 2005-2006. The portfolio was rebalanced
at the end of the month. The risk-adjusted return suggests that
the higher-order model slightly outperforms Markowitz model.
The performance of mutual funds in Thailand during the same
period is compared with the models’ portfolio. More than half of

mutual funds provide higher risk-adjusted return.
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A15199 1
= o
WU USRI NARBLLN UUBIAANA,

Wa U Markowitz Wi Higher Moments Wazwaiyifis Ordered

AR . Wasn ‘
T T (P (R
ARA (SET) Moment

NNIIAN 2005 0.0506 0.0245 0.0248 0.0871
NNATWUE 2005 0.0565 0.0419 0.0427 0.0053
HuAN 2005 -0.0810 0.1317 -0.1317 -0.1308
LNEE 2005 -0.0332 -0.0201 -0.0154 -0.0162
NOEAIAN 2005 0.0132 -0.0774 -0.0774 -0.0385
{quieu 2005 0.0119 -0.0171 -0.0171 0.0407
NINGIAN 2005 0.0003 -0.0075 -0.0070 -0.0208
“amAx 2005 0.0328 0.1539 0.1542 0.0366
AUENE 2005 0.0364 0.1045 0.1045 0.0372
AANAN 2005 -0.0562 -0.0970 -0.0972 -0.0521
WEAANNU 2005 -0.0218 -0.0009 -0.0015 -0.0274
£191AN 2005 0.0689 0.0849 0.0849 0.0261
NNI1AN 2006 0.0685 0.1116 0.1115 0.1525
NNAAUE 2006 -0.0244 -0.0025 -0.0043 -0.0561
HuAw 2006 -0.0145 0.0240 0.0241 0.0274
LNEE 2006 0.0478 0.0417 0.0417 0.1098
NOEAIAN 2006 -0.0766 -0.0177 -0.0177 -0.0179
1qune 2006 -0.0441 -0.0511 -0.0511 -0.0449
ARTINARDUUNY & N 0.0150 0.1240 0.1285 0.0835
(WULNUAY)

udigauunnggu 0.0485 00743 0.0743 0.067
ARTIHARDLUNULAA 0.0019 0.0091 0.0093 0.0066
ARTIUAADLIUNY

annsaanuilas

AN EaLRAe’ 0.0027 0.0027 0.0027 0.0027
Sharpe Ratio -0.0155 0.0862 0.0892 0.0574

4 ANaALERIINAROLUMITUELAITTLIA 818 3 1ABY ANUSIADUNNTIAN 2005 TN LABUAGUIEN 2006; F83yA4N Thai Bond Market Association
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