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This groundbreaking book extends traditional approaches of risk measurement
and portfolio optimization by combining distributional models with risk or
performance measures into one framework. Throughout these pages, the expert
authors explain the fundamentals of probability metrics, outline new approaches
to portfolio optimization, and discuss a variety of essential risk measures. Using
numerous examples, they illustrate a range of applications to optimal portfolio
choice and risk theory, as well as applications to the area of computational
finance that may be useful to financial engineers.
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Editorial Review

From the Inside Flap

S ince the 1990s, significant progress has been made in developing the concept of a risk measure from both a
theoretical and a practical viewpoint. This notion has evolved into a materially different form from the
original idea behind traditional mean-variance analysis. As a consequence, the distinction between risk and
uncertainty, which translates into a distinction between a risk measure and a dispersion measure, offers a
new way of looking at the problem of optimal portfolio selection.

In Advanced Stochastic Models, Risk Assessment, and Portfolio Optimization, the authors assert that the
ideas behind the concept of probability metrics can be borrowed and applied in the field of asset management
in order to construct an ideal risk measure which would be "ideal" for a given optimal portfolio selection
problem. They provide a basic introduction to the theory of probability metrics and the problem of optimal
portfolio selection considered in the general context of risk and reward measures.

Generally, the theory of probability metrics studies the problem of measuring distances between random
quantities. There are no limitations in the theory of probability metrics concerning the nature of the random
quantities, which makes its methods fundamental and appealing. Actually, it is more appropriate to refer to
the random quantities as random elements: they can be random variables, random vectors, random functions,
or random elements of general spaces. In the context of financial applications, we can study the distance
between two random stocks prices, or between vectors of financial variables building portfolios, or between
entire yield curves that are much more complicated objects. The methods of the theory remain the same, no
matter the nature of the random elements.

Using numerous illustrative examples, this book shows how probability metrics can be applied to a range of
areas in finance, including: stochastic dominance orders, the construction of risk and dispersion measures,
problems involving average value-at-risk and spectral risk measures in particular, reward-risk analysis,
generalizing mean-variance analysis, benchmark tracking, and the construction of performance measures.
For each chapter where more technical knowledge is necessary, an appendix is included.

From the Back Cover

Advanced Stochastic Models, Risk Assessment, and Portfolio Optimization

The finance industry is seeing increased interest in new risk measures and techniques for portfolio
optimization when parameters of the model are uncertain.

This groundbreaking book extends traditional approaches of risk measurement and portfolio optimization by
combining distributional models with risk or performance measures into one framework. Throughout these
pages, the expert authors explain the fundamentals of probability metrics, outline new approaches to
portfolio optimization, and discuss a variety of essential risk measures. Using numerous examples, they
illustrate a range of applications to optimal portfolio choice and risk theory, as well as applications to the
area of computational finance that may be useful to financial engineers. They also clearly show how
stochastic models, risk assessment, and optimization are essential to mastering risk, uncertainty, and



performance measurement.

Advanced Stochastic Models, Risk Assessment, and Portfolio Optimization provides quantitative portfolio
managers (including hedge fund managers), financial engineers, consultants, and academic researchers with
answers to the key question of which risk measure is best for any given problem.

About the Author

Svetlozar T. Rachev, PhD, Doctor of Science, is Chair-Professor at the University of Karlsruhe in the
School of Economics and Business Engineering; Professor Emeritus at the University of California, Santa
Barbara; and Chief-Scientist of FinAnalytica Inc.

Stoyan V. Stoyanov, PhD, is the Chief Financial Researcher at FinAnalytica Inc.

Frank J. Fabozzi, PhD, CFA, is Professor in the Practice of Finance and Becton Fellow at Yale
University's School of Management and the Editor of the Journal of Portfolio Management.

Users Review

From reader reviews:

Lucille Wood:

The guide untitled Advanced Stochastic Models, Risk Assessment, and Portfolio Optimization: The Ideal
Risk, Uncertainty, and Performance Measures is the guide that recommended to you to learn. You can see
the quality of the e-book content that will be shown to a person. The language that publisher use to explained
their way of doing something is easily to understand. The article writer was did a lot of research when write
the book, to ensure the information that they share for your requirements is absolutely accurate. You also
will get the e-book of Advanced Stochastic Models, Risk Assessment, and Portfolio Optimization: The Ideal
Risk, Uncertainty, and Performance Measures from the publisher to make you more enjoy free time.

Daniel Campbell:

The e-book with title Advanced Stochastic Models, Risk Assessment, and Portfolio Optimization: The Ideal
Risk, Uncertainty, and Performance Measures has lot of information that you can understand it. You can get
a lot of help after read this book. That book exist new expertise the information that exist in this publication
represented the condition of the world currently. That is important to yo7u to know how the improvement of
the world. This book will bring you with new era of the internationalization. You can read the e-book on
your own smart phone, so you can read that anywhere you want.

David Paras:

Why? Because this Advanced Stochastic Models, Risk Assessment, and Portfolio Optimization: The Ideal
Risk, Uncertainty, and Performance Measures is an unordinary book that the inside of the book waiting for
you to snap the idea but latter it will surprise you with the secret that inside. Reading this book alongside it
was fantastic author who write the book in such remarkable way makes the content inside of easier to



understand, entertaining way but still convey the meaning completely. So , it is good for you for not
hesitating having this any more or you going to regret it. This phenomenal book will give you a lot of
advantages than the other book get such as help improving your skill and your critical thinking way. So , still
want to hold up having that book? If I were being you I will go to the guide store hurriedly.

Paul Queen:

This Advanced Stochastic Models, Risk Assessment, and Portfolio Optimization: The Ideal Risk,
Uncertainty, and Performance Measures is fresh way for you who has fascination to look for some
information since it relief your hunger of information. Getting deeper you on it getting knowledge more you
know or you who still having little bit of digest in reading this Advanced Stochastic Models, Risk
Assessment, and Portfolio Optimization: The Ideal Risk, Uncertainty, and Performance Measures can be the
light food in your case because the information inside this specific book is easy to get through anyone. These
books create itself in the form that is certainly reachable by anyone, yes I mean in the e-book form. People
who think that in e-book form make them feel drowsy even dizzy this e-book is the answer. So there isn't any
in reading a guide especially this one. You can find actually looking for. It should be here for a person. So ,
don't miss the idea! Just read this e-book kind for your better life along with knowledge.
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