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A New Portfolio Model Based on Investment Index Ry

and Risk Index |

Zhang Shengping  Wu Chongfeng

(Financial Engineering Center of Shanghai Jiaotong Univ., Shanghai 200052, China)

Abstract: This paper made a new portfolio model named Ry&|1 Portfolio Model that based on the
investment index Ry and the risk index I. Ry&I Portfolio Model characterizes the behavior of
investment decision and elucidates the optimum portfolio mechanism. We firstly applied the arc
tangent function to characterize investors’ risk feeling about the risk exposure, and united the risk
with utility which made Ry&I portfolio model with some good properties. Different from the
Markowitz Mean-Variance model, Ry&I Portfolio Model is a new method to solve the optimum

portfolio problem under subjective probability measures.
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