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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:

Nicholas Walsh:

Do you have favorite book? Should you have, what is your favorite's book? Publication is very important
thing for us to understand everything in the world. Each e-book has different aim or perhaps goal; it means
that publication has different type. Some people truly feel enjoy to spend their a chance to read a book. They
are reading whatever they have because their hobby is reading a book. What about the person who don't like
studying a book? Sometime, man or woman feel need book if they found difficult problem as well as
exercise. Well, probably you will need this Advanced Stochastic Models, Risk Assessment, and Portfolio
Optimization: The Ideal Risk, Uncertainty, and Performance Measures.

Patrick Spradlin:

The book Advanced Stochastic Models, Risk Assessment, and Portfolio Optimization: The Ideal Risk,
Uncertainty, and Performance Measures give you a sense of feeling enjoy for your spare time. You should
use to make your capable far more increase. Book can to get your best friend when you getting stress or
having big problem using your subject. If you can make reading a book Advanced Stochastic Models, Risk
Assessment, and Portfolio Optimization: The Ideal Risk, Uncertainty, and Performance Measures being your
habit, you can get considerably more advantages, like add your own capable, increase your knowledge about
a number of or all subjects. You could know everything if you like wide open and read a publication
Advanced Stochastic Models, Risk Assessment, and Portfolio Optimization: The Ideal Risk, Uncertainty,
and Performance Measures. Kinds of book are several. It means that, science book or encyclopedia or some
others. So , how do you think about this reserve?



Mildred Smith:

You can get this Advanced Stochastic Models, Risk Assessment, and Portfolio Optimization: The Ideal Risk,
Uncertainty, and Performance Measures by look at the bookstore or Mall. Merely viewing or reviewing it
may to be your solve problem if you get difficulties for your knowledge. Kinds of this book are various. Not
only by written or printed but in addition can you enjoy this book simply by e-book. In the modern era just
like now, you just looking by your mobile phone and searching what their problem. Right now, choose your
own personal ways to get more information about your e-book. It is most important to arrange you to
ultimately make your knowledge are still change. Let's try to choose proper ways for you.

Elaine Gold:

That e-book can make you to feel relax. That book Advanced Stochastic Models, Risk Assessment, and
Portfolio Optimization: The Ideal Risk, Uncertainty, and Performance Measures was multi-colored and of
course has pictures on there. As we know that book Advanced Stochastic Models, Risk Assessment, and
Portfolio Optimization: The Ideal Risk, Uncertainty, and Performance Measures has many kinds or variety.
Start from kids until teens. For example Naruto or Private eye Conan you can read and believe that you are
the character on there. Therefore not at all of book usually are make you bored, any it offers you feel happy,
fun and unwind. Try to choose the best book for yourself and try to like reading which.
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