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Abstract: This paper studies the problem of neutrosophic portfolios of financial assets as part of the
modern portfolio theory. Neutrosophic portfolios comprise those categories of portfolios made up
of financial assets for which the neutrosophic return, risk and covariance can be determined and
which provide concomitant information regarding the probability of achieving the neutrosophic
return, both at each financial asset and portfolio level and also information on the probability of
manifestation of the neutrosophic risk. Neutrosophic portfolios are characterized by two fundamental
performance indicators, namely: the neutrosophic portfolio return and the neutrosophic portfolio
risk. Neutrosophic portfolio return is dependent on the weight of the financial assets in the total
value of the portfolio but also on the specific neutrosophic return of each financial asset category that
enters into the portfolio structure. The neutrosophic portfolio risk is dependent on the weight of
the financial assets that enter the portfolio structure but also on the individual risk of each financial
asset. Within this scientific paper was studied the minimum neutrosophic risk at the portfolio level,
respectively, to establish what should be the weight that the financial assets must hold in the total
value of the portfolio so that the risk is minimum. These financial assets weights, after calculations,
were found to be dependent on the individual risk of each financial asset but also on the covariance
between two financial assets that enter into the portfolio structure. The problem of the minimum risk
that characterizes the neutrosophic portfolios is of interest for the financial market investors. Thus,
the neutrosophic portfolios provide complete information about the probabilities of achieving the
neutrosophic portfolio return but also of risk manifestation probability. In this context, the innovative
character of the paper is determined by the use of the neutrosophic triangular fuzzy numbers and by
the specific concepts of financial assets, in order to substantiating the decisions on the financial markets.

Keywords: financial assets; neutrosophicportfolio; neutrosophic portfolio return; neutrosophic
portfolio risk; neutrosophic covariance

1. Introduction

The portfolios of financial assets have been the subject of numerous researches in the specialized
literature, the main concern of the specialists being to identify a solution for the portfolio risk
management, known being the fact that the capital market can generate huge losses if no solution is
identified against the losses generated by the manifestation of the financial risk. In a first stage, to solve
this sensitive problem, solutions were identified at the level of each financial asset, determining a set of
three financial performance indicators that characterize the financial assets, namely: financial return,
financial risk and covariance.
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In order to quantify the financial asset’s return, we took into consideration the profit realized by
the investors, both from the price fluctuations of the financial assets and from the dividends obtained.
The methods of calculating the financial return were different; starting from the return on financial
assets based on time series recorded in previous time periods, to the returns determined based on
estimates for future time periods. Subsequently, the foundations of another performance indicator
of financial assets known as financial risk were made, determined with the help of the statistical
indicators. These statistical indicators were—the square deviation from the mean and the variance
that measures the deviation of the return of financial assets from its average value. The greater this
deviation, the greater the risk associated with financial assets is.

In terms of covariance, the third indicator used for evaluating the performance of financial
assets, measures the intensity of the link between the return of two financial assets; simultaneously
being introduced also the correlation coefficient, which, depending on the recorded value, provides
information on the return of the financial assets evolution. A positive correlation coefficient indicates
that the return on financial assets increases or decreases as appropriate. A negative value of the
correlation coefficient indicates that the evolutions of the return of the financial assets are of opposite
sign, respectively while the return of one financial asset increases, the return of the other financial asset
may decrease and vice versa.

Financial performance indicators have been a step forward in evaluating the performance of
financial assets but not enough. To these was added the modern portfolio theory which lays the
foundation of the correlation between profitability and risk at the level of the financial assets portfolio.
The mathematical model for correlating the relationship between return and risk is known as the
Markowitz efficient frontier, which essentially shows that the portfolio risk of financial assets increases
in proportion to the value of the portfolio’s return or, on the contrary, the portfolio risk decreases in
proportion to the return value; between these two variables being a direct proportionality relation.
Moreover, Markowitz’s frontier theory demonstrates that risk management of a financial assets portfolio
is much more efficient if capital market investments are made in a diversified portfolio of financial
assets [1].

Despite all the progress made by introducing the relationship between return and risk but also by
diversifying the risk making investments in diversified portfolios, not enough information is provided
to investors in the capital market regarding the probability of achieving the return on financial assets
or financial risk. This category of information is necessary to properly substantiate the investment
decision on the capital market.

To solve this problem caused by the lack of information regarding the probabilities of achieving
the financial performance indicators, fuzzy neutrosophic numbers were introduced to model the
performance indicators of the financial assets. The use of neutrosophic fuzzy numbers in modelling the
performance indicators of financial assets brings several advantages over the existing theory so far, as:

- Modelling the financial performance indicators taking into account the probabilities of
their achievement;

- Clustering, respectively, modelling the value of financial performance indicators using the
linguistic values that characterize the recorded values;

- Funding the investment decisions on the capital market by selecting value ranges and probabilities
of achieving the financial performance indicators desired by investors;

In order to complete the modelling of financial performance indicators with the help of fuzzy
neutrosophic numbers, the present paper bases two fundamental concepts in the portfolio theory
literature, namely: it introduces a new category of portfolios, respectively the neutrosophic portfolios
of financial assets and bases the algorithm for minimizing the risk of the neutrosophic portfolio of
financial assets. Regarding the neutrosophic portfolios of financial assets, they will provide information
on the risk and return of the portfolio, together with the probabilities of their achievement, with the
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mention that the probability of achievement is influenced by the risk and return of each financial asset
that enters into the portfolio structure.

The risk minimization algorithm of the neutrosophic portfolio of financial assets provides solutions
to the investor when it seeks to minimize the risk, respectively, sets the value of the investments that
the investor will make in each of the financial assets that enter the portfolio structure, so that the risk
is minimal.

The paper is organized as follows: Section 2 deals with the state of the art in the area of neutrosophic
theory, while stating the main characteristics and assumptions related to the structure of the financial
assets. Section 3 presents the neutrosophic portfolios concept, by highlighting some of the specific
notions, structure and formation related to the neutrosophic portfolios theory. Two numerical examples
are provided with Section 3 in order to better explain the introduced concepts. Section 4 deals with
the neutrosophic portfolio equations. Both the analytical and matrix form are discussed within this
section. Sections 5 and 6 deal with the minimizing the risk of the neutrosophic portfolio consisting of
two or more financial assets, while Section 7 presents the limitations of the study and draws the main
concluding remarks.

2. State of the Art

2.1. The Classical Theory of Financial Asset Portfolios. A New Approach

The structure of a portfolio is based on one or more financial assets (A1, A, As,...An) or
(Ai,i =1, n). Each of the financial assets that enter into the portfolio structure is characterized by an

average financial return (EA,.), a financial risk of the form (o A,.) but also of the covariance Cov(Ai,A j)

between the asset (Ai,i = L_n) and (A = L_m) The covariance measures the intensity of the link
between the returns of the two assets. Thus, for the modern portfolio theory, the financial asset (4;)
Ry,
will have the characteristic performance indicators of A; : { 04, , respectively the average financial
XA;
return, the financial risk and x4, which represents the weight of a financial asset (VA;) in the total
value of the portfolio (Z:’Z:l VAi): Xa, = % x 100[%).
The calculations regarding the performance indicators of financial assets are already known in
the literature. The average return of a financial asset is determined either in the form of historical
yields using the arithmetic mean R4, = % Y. 1 Ry, or using the geometric mean according to the

1
formula: EAi = [HLl(l + RAI.)]H — 1, either in the form of expected returns using the probabilities
assigned by investors (p;) for each evolution scenario (S) of the financial asset expected return of the
form: EAZ- = 21.521 pi X Ry,. If the variable represented by the return on the financial asset is continuous,
a normal distribution can be used, with EAI. = 0,04, = 1 and the distribution density function of
_1 (RAi_EAi)Z
the form: f (R Ai’EAi’ o Ai) — —L_¢ ? 7 for which the probability of occurrence the expected

\/2710141.
return on the financial asset A; will be P(~1.96 < Ry, < +1.96) =95% or (~1.645 < Ry, < +1.645) = 90%.

If the variable R4, has EA]. # 0and o4, # 1, then the expected average return EAZ- can be transformed
— R —Ra. — _ —
into a variable of the form: Ry4.(z) = % for which P(RAI, ~1.9604. < Ra.(z) < Ra. + 1.96%) =

95% and P(Ry, — 1.6450,, < Ry,(z) < Ry, + 1.6450,,) = 90%.
The financial risk, as financial assets performance indicator studied in the specialized literature,

is determined with the help of the squared deviations from the mean, by using the calculation formula

2 _

— \2
oy = ﬁ Z?i 1(RAI. - RA,») , as well as using the statistical indicator known as variance using the

— 2
calculation formula 04, = \/ ﬁ Zg\i 1(RAi - RA,~) . Regardless how the financial risk is calculated,

it measures the deviation of the financial asset return R4, from its average return EAi- The greater the
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deviation, the greater the financial asset risk is, otherwise the smaller the deviation, the smaller the
financial risk, between the magnitude of the deviation and the size of the financial risk being a directly
proportional relationship.

The third statistical indicator used in the portfolio theory is the covariance between two
assets (A;) and respectively (A ]-), established using the calculation formula: cov(Ai.A ]-) =
ﬁ ZZ =1 (R A~ R AI,)(R A~ EA],), which, as mentioned above, measures the intensity of the connections,
respectively the dependency or how two assets return mutual influence each other. The correlation
coefficient was introduced in the portfolio literature, as: p;; = 0a4;/04,04 with values between
pij = [-1,+1]. If p; ; = —1, the returns of the two financial assets evolve in the opposite direction,
respectively when one increases the other decreases and vice versa. If p; ; = 0, the returns of the two
financial assets do not influence each other. If p; ; = +1, the returns of the two financial assets increase
or, as the case may be, they decrease simultaneously.

As mentioned previously, the performance indicators presented above, respectively the average
return of the financial asset (EAi)/ the financial risk (a Ai) and the covariance between two financial
assets cov(Al-.A j) are specific to the financial assets which are part of a portfolio structure.

The modern theory of the financial asset’s portfolio has devoted notions specific to the portfolio
such as the portfolio return (Rp) and the portfolio risk (0123), in order to mathematically quantify the
relationship between return and risk. The portfolio return (Rp) determined by the existence of N
financial assets in the portfolio is mathematically quantified as the sum of the products between the
weight (x Ai) of each asset (A;) in the total value of the portfolio and the average return specific to each

asset (EAZ-)/ of form:

M=

Ry = xa,Ra; +x4,Rp, + - +x4,Ra, = ) x4,Ry, 1)
i=1
The above expression can be written in matrix form as follows:
Ra,
R, = Ra, TR 2
p = xAlez...xAn) = XkA ()
Ra,

The portfolio risk (o%) also made up of N financial assets is determined by squared deviations

from the mean and is influenced by the weight held by each financial asset in the total portfolio (x Ai)’

2
Aj

covariance between two assets cov(Al-.A j), according to an expression of the form:

as well as by the individual risk of each asset entering the portfolio structure (o ), respectively the

2

op =

= sz crA +XA 02A +- —i—xA O'ZA + 2XA, XA, OA Ay + 2XA, XA5 0 A A + -
T2XA XA0 OA Ay T 2XA, XA, OA,A; T 2XA) XA 0A0A; + 3)
+2XA2XAnGA2An + 2XAnXA1 OAnA, + ZXA“XAZO‘AHA2 + .-
F2XA0 XA -1 TAnAL

%—ZJCAGA +ZZZxAxAC7AA 4)

i=1 j=1

The portfolio risk in matrix form can be written as:
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0A1A1  OA1Ay  --- OA4A, XA
2 aAzAl OAzAz GAZA xA2 T
op = (xa,%a, ... %a,) " = x,Qxp (5)
GAnAl OA Ay -+ OALA, XA,

In the specialized literature, starting with the modern portfolio theory, the relationship between
the portfolio return and portfolio risk was established and also the concept of an optimal portfolio
has been stipulated. According to this theory, financial asset portfolios are considered optimal if the
portfolio return R, = p, in which p has a fixed level, while the portfolio risk 0123 — min. The equations
of an optimal portfolio will be of the form:

N
R, = Zl xaRa, = p
i=

n n n
0123 =Y xz2410124; +2% X X4 XA;04,4; = min (6)
=1 i=1j=1
n
Y oxp =1

The mathematical model for quantifying the relationship between the portfolio return (Rp) and its

risk (012,) is known as Markowitz’s frontier and has the following form:

1
op = (AR5 ~2BR, +C) @)

where the coefficients A, B, C, D have the following calculation formulas (results from the literature):
A = eQle; B = eQ_le = el Ry; C = Ry Q_le. From the Markowitz’s frontier relation,
it emerged that there is a direct proportionality relation between risk and return, respectively, the higher
the portfolio’s return, the higher the risk. All the investment portfolios located on the Markowitz’s
frontier (the upper branch of hyperbole) are considered to be efficient portfolios. Any portfolio located
for example below the Markowitz’s frontier will have an equivalent portfolio located on the frontier
which will have the same risk and a higher return.

Regardless the popularity of the portfolio theory and how advanced the research in the field of
capital markets is, any portfolio, regardless of the number of financial assets, has a certain degree of
certainty/uncertainty (G,(Rp)) to realize the portfolio return and to produce the risk. This degree of
portfolio returns and risk is divided into three categories:

The first category: certain degree for the portfolio return and risk u(G,(op, Rp)), corresponding
to that situation where the portfolio return and risk have an achievement degree, estimated using
professional judgment, around the value of 50%. Each portfolio constitutes a specific degree of
achievement for return and risk of each portfolio.

The second category: very poor or almost null degree for the portfolio return and risk 8(G, (op, Rp)),
corresponding to that situation where the return and risk of a portfolio have an estimated degree of
achievement of 10-20%. The causes that can lead to such situations are numerous: the assumption
of a certain level of return and risk by investors, the poor ability to pay financial assets, the negative
influence of national macroeconomic factors.

Third category: uncertain degree for the portfolio return and risk, noted as A(G,(op,Rp))
representing the situation where the degree of return and risk is quite uncertain, estimated based on
professional reasoning at 20-30%.

The introduction of these measuring degrees for the financial asset portfolios return and risk allows
the creation of neutrosophic portfolios, modelled using triangular fuzzy numbers. These portfolios
meet the real needs of investors on the financial market. Thus, if a portfolio will have a high degree of
return and risk, the investors will have a degree of certainty that they will obtain the expected returns
from the financial market. It is worth mentioning that each financial asset that constitutes the portfolio
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has in turn a certain return and a specific risk which will determine a certain influence on the portfolio
return and risk.

The introduction of these ways of measuring the degree of portfolio return and the degree of
producing the portfolio risk creates the basis for the formation of the neutrosophic portfolios of financial
assets, as mentioned, modelled using the neutrosophic triangular fuzzy numbers. Neutrosophic
portfolios have as performance indicators the neutrosophic portfolio return but also the neutrosophic
portfolio risk.

2.2. Literature Review

Regarding the studies in the area of neutrosophic theory, it can be underline the fact that
the neutrosophic theory and its derivates has been extensively applied in the last two decades
various economic and social fields such as—decision making [2-13], supply chain management [14],
best product selection [15], management [16] forecasting [17], sentiment analysis [18,19] and so forth.

As for the portfolio theory, there are only few studies who have tried to use the advantages of the
neutrosophic theory. Islam and Ray [20] propose a multi-objective portfolio selection which is used
through a neutrosophic optimization technique. The authors introduce a new objective function based
on entropy and generalize the portfolio selection problem with diversification (GPSPD), stating that,
as the proposed method is general, it can easily be applied to other areas in the engineering sciences
or operations research. Pamucar et al. [21] propose a multicriteria decision making model in which
the authors have considered the linguistic neutrosophic numbers for the purpose of eliminating
the subjectivity which derives from the qualitative assessment and the assumptions made by the
decision-making in complex situations.

The problem of project selection has been addressed through the use of the neutrosophic set theory
by Abdel-Basset et al. [22]. The authors state in the paper the importance of a proper identification of
the important criteria based on which the project selection had to be done and propose a model base on
TOPSIS and DEMATEL for selection of the best project alternative. Villegas Alava et al. [23] used the
single value neutrosophic numbers for project selection. In the paper, the authors present a case study
for information technology project selection for proving the applicability of the proposed approach.

In the area of project management, Saleh Al-Subhi et al. [24] use the neutrosophic sets and propose
a new decision making model based on neutrosophic cognitive maps and compare the proposed
approach with a traditional model in order to prove its efficiency and efficacy. Perez Pupo et al. [25]
use the neutrosophic theory for project management decisions, while Su et al. [26] develop a project
procurement method selection model under an interval neutrosophic environment. The results gathered
in the papers are compared with exiting methods and the results are encouraging.

The project risk assessment in the area of construction engineering is addressed in Reference [27]
through the use of 2-tuple linguistic neutrosophic hamy mean operators. The authors provide both the
theoretical background and an applicable example for better explain the proposed approach.

Regarding the identified problem within this paper, the modern portfolio theory currently
quantifies with the help of Markowitz model the relationship between return and risk. The main
disadvantage of this financial asset portfolio theory is that it does not provide sufficient information
to investors regarding the probability of realizing the return and of producing the portfolio risk.
In addition, the risk and return of the portfolio is influenced by the risk and return of each financial
asset that makes up the portfolio. Under these conditions, the substantiation of the investment decision
on the financial market is not based on complete information that would also include the probability
of achieving the portfolio return and risk and could have as an impact a risk decrease assumed
by investors.

The proposed solution in the present research paper is to use the neutrosophic triangular fuzzy
numbers, that use the aforementioned categories of information, regarding the degree of achieving
the return and producing the portfolio risk. At the same time, the neutrosophic triangular fuzzy
numbers allow the stratification of the values recorded by each financial asset for the return and risk
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specific to each asset. The information resulting from neutrosophic fuzzy modelling has a much more
detailed character and allows the financial market investors to more rigorously base their financial
decisions. In addition, as a way of solving the problem, are proposed the concepts of neutrosophic
return, neutrosophic risk and neutrosophic covariance specific to financial assets.

The innovative character of the paper is determined by the use of the neutrosophic triangular
fuzzy numbers but also by the specific concepts of financial assets, namely: neutrosophic return,
neutrosophic risk and/or neutrosophic covariance. The information for substantiating the decisions on
the financial market is based on neutrosophic fuzzy modelling as a way to improve the decision-making
process on the market.

3. The Neutrosophic Portfolios Concept. Specific Notions, Structure and Formation

The theory of neutrosophic fuzzy numbers of the form: A= {€a, iz, 95, A7)/a € A} has the
characteristic that besides to the specific membership functions related to the fuzzy numbers of
the form: p7: A — [0,1]; 9:: A — [0,1] and A5 : A — [0,1], also contain the achievement degree of
fuzzy numbers of the form: (wg, uA, yg), with the following meanings: wA-certainty degree for the
achievement of the fuzzy number, ug—indeterminacy degree for the achievement of the fuzzy number
and yg—falsity degree for the achievement of the fuzzy number. The membership functions for the
neutrosophic fuzzy numbers of the form A= (€@, uz, 95, A7)/a € A} are determined according to their
achievement degrees [28]:

The membership function for the neutrosophic numbers with truth value, the truth membership
(yg(x)) is of the form [28]:

w;ﬁgxigul)
Abl_Aal — —
#Z _ ~ wjfor Ax = Ap
) wilda=Ay) . = _ = _ =
Y fOT Ap <A <Aa

Aa—An

0, for any other value out of range [gcl;gﬂl]

or Apg S Ax < Ap

®)

The membership function for the neutrosophic numbers with uncertain achievement degree,

the indeterminacy membership (94y)) is of the form [28]:

— ZX_Z +A~ _gx " A A
uA( - al )_ b1 fo}’ An <A< Abl
Ap—An — ~
SAy = _ e forAx=Ap
x) = F(Ac—Ax) +Ax-A A, Ac < A,
uz( 1= \)~ x4l fOT’ Ap <Ay <Aa
Aa—Ap e
0, for any other value out of range [Acl;Aﬂl]

)

The membership function for the neutrosophic numbers with false achievement degree, the falsity
membership (ARa(y)) is of the form [28]:

‘Zx_g +g _Xr - - -
Yz(As—An) +4n for At < Av < Ay
Abl_Aal — —
/\g() _ L AgngAx :Abl
x) = (A —~Ax)+A—A - - =
y7( 17 ‘()~ b1 For Ay < Ay < Ay
Aa—Ap

0, for any other value out of range [gcl;gﬂl]

(10)

The neutrosophic fuzzy number theory, helps to obtain complete information about fuzzy
numbers, by taking into account the achievement degrees, namely: the degree of truth, uncertainty
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(indeterminacy) degree or falsity degree, that are extremely useful in substantiating decisions on the
capital market.

Neutrosophic portfolios can consist of two or more financial assets. Let N be the number of
financial assets denoted by (A1, Az, As, ... An) or (Al-,i = 1,_71) Their characteristic is that the financial
asset performance indicators, noted with A; that enter into a neutrosophic portfolio structure are:

The neutrosophic return: Ra; = ((Ragi, Rapi, Rai); wRA, uRy, yIFQZ);

The neutrosophic risk: G4; = {(G i, OApi, OAci); WTA, UTA, YTAY;

The neutrosophic covariance: cov(ﬂl,ﬂﬁ;

The neutrosophic triangular fuzzy numbers that underlie the financial assets performance
indicators, of the form: A= {(a, uz, 85, A7)/a € A}, were defined in Bolos et al. [28] and are characterized
by the membership functions of the form pz: A — [0,1]; 87: A — [0,1] and A;: A — [0,1] and
by the achievement degree of the performance indicators, of the form: (wE uZ, yg), with the
following meanings: wA-certain achievement degree for the performance indicators, uA-indeterminate
achievement degree for the performance indicators and yg-falsity achievement degree for the
performance indicators.

Definition 1. Is defined the neutrosophic average return (E f(If{:h) wR,, uRy, yla) for the neutrosophic
triangular fuzzy number RAI = ((R Am,RAbl,R Acz) wRA, uRA, yRA) specific for the financial asset (A;) and

component part of the neutrosophic portfolio (P; P;wP, uf,yf ) any value of the financial asset return appreciated
after the achievement degree, using the following coefficients: wRy € [0,1] for certain achievement degree,
uR 4 € [0, 1] for indeterminate achievement degree and yRx € [0, 1] for falsity achievement degree; determined

by the calculation formula:

_ - - — 1 — — 2 — —_ - —
(Ef(Ra);wRA, uRA, yR4) = <(6(RAal +Rac) + gRAbl)} wRA, uR4, yRA) (11)
Note 1: The formula for neutrosophic average return was demonstrated in Bolos et.al. [28].

Definition 2. Is defined the neutrosophic risk (o fj ;WG A, UG A, YO A) for the neutrosophic triangular fuzzy
number Ga; = {(0Aai, OApi, OAci); WA, UGA, YO A) determined for the financial asset (A;) and component
part of the neutrosophic portfolio (P; P;wP, uﬁ,yﬁ ) any value of the financial asset risk appreciated after the
achievement degree, using the following coefficients: w4 € [0, 1] for certain achievement degree, uc € [0,1]
for indeterminate achievement degree and yoa € [0,1] for falsity achievement degree; determined by the

calculation formula:

(0f3 WG4, UGA, YTa)
1

5 2 — —~ 2 —_ —  —
1| (Rapt ~Ran)” + (Rac — Rap) ];ZURA,MRA,yRA)
[ An RAbl Raa1) = Ract (Rac _RAhl)]'WRAruRAryRA>
(R 111 +RAC1) ZURA,MRA,yRA> ( (Ral) ZURA,MRA,yRA>

P (12)
e
=
Note 2: The formula for neutrosophic risk was demonstrated in Bolos et al. [28].

Definition 3. Is defined the neutrosophic covariance (COU(IF{;L 1@;2) ; wﬁgl, uﬁgl, yﬁgl ; wfz}fz, uﬁgz, yli?;z)
for two neutrosophic triangular fuzzy numbers RA] = ((RAul,RAhl,RAcl) wRAl,uRAl,yRm) and
respectively Rap = ((RAaZIRAbZIRACZ) WRA», uR 45, yRA2> characterizing two financial assets (A1,A2)
and component parts of the neutrosophic portfolio (P; P;wP, uﬁ,yﬁ ) any value of the financial asset covariance
appreciated after the achievement degree, using the following coefficients: for certain achievement degree,
URA1, uR A, € [0,1] for indeterminate achievement degree and for falsity achievement degree; determined by the

calculation formula:
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(cov(Ra1, Raz); wRA1, uRA1, yRa1; WRAz, 4R Az, yRAz) =
<(411[(RAb11 — Raat1) (Rayo1 — Ran) + (Racin — Rapn) (Racar - RAsz]
+3{[RAQ21 (Rapt1 — Raarn) + RAall(RAb21 Iauzl)]
[RAcll (Rac21 = Rasa1) + Racat (Ract — RAbn)]}
+3 (RAanRAazl + RAcllRAc21)
+2Ef(RA1)Ef (RAz)) wR4, A WRA2, uRa1 V uRaz, yRa1 V yRa2)

(13)

Note 3: The formula for neutrosophic covariance was demonstrated in Bolos et al. [28]. Upon these demonstrations
we will no longer return.

Definition 4. Any portfolio P is called a neutrosophic portfolio of financial assets and is denoted (F;wﬁ,uﬁ,yﬁ)
if it cumulativelysatisfies two conditions:

- contains in its structure financial assets marked with (A;);i = 2,n which have as

performance indicators: the neutrosophic return (E f(lizl-) ;wﬂ,uﬂ, yﬂ), the neutrosophic
risk (o fi ;wop,u04,y04) and the neutrosophic covariance that characterizes the
intensity of the links between the neutrosophic returns of two financial assets
<C07J(RA1, RA2); wRAl, uRAl, ]/RAl; ZURAZ, MRAQ, yRA2>;

- allows to calculate the return of the neutrosophic portfolio (ﬁp;wﬁ;’o, ul?;’o, y@) and the
neutrosophic portfolio risk (62; wop, uop, yop) as fundamental variables that characterize any

neutrosophic portfolio (13; wﬁ, uﬁ, yﬁ).

Proposition 1. The neutrosophic portfolio return (Rp; wﬁ?o, uﬁ;;, yIF{;) modeled using neutrosophic triangular
fuzzy numbers of the form: Ra; = ((Raai, Rapi, Raci); WRa, uRA, yR4) is a fundamental variable that
characterizes the neutrosophic portfolio and is determined by the formula:

2~
(Re; wRp, uRp, yRp) = Zm( (Raui + Ract) + 5Rau) wRa, iRy, yRa,) (14)

Demonstration: From the calculation relation of the neutrosophic portfolio return made up of N
financial assets we know that:
(Rp;wRp, uRp, yRp) - - - - =
= (x4, Ra,;wR A, uR Ay, YRa ) + (X4, R4, WR Ay R Ay YR 4, ) + - (15)
+(xa,Ra,; wRA,, uRA,, YRA,)

The above relationship can be written as follows:

n

(Rp;wRp, uRp, yRp) = Z(xA,-EA,.;wEAI-,uEA,, yRa,) (16)
i=1

From the definition no.1 we know that the average neutrosophic return specific to a financial asset
is of the form:

_ - - — 1 — — 2 — — - —
(Ef(Ra;);wRA, uR4, yRA) = ((E(RAal +Rac1) + gRAbl)} wWRA, uRA, yRA) (17)

Substituting the expression of the average neutrosophic return of a financial asset in the calculation
formula of the neutrosophic portfolio return is obtained:

1 2~
(Rp; wRp, uRp, yRp) = Zm( (Ra +Raci) + 5 Rasi) wRa, iR, yR ) (18)

1=
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where EAai ; ﬁA bis ﬁAci represents the financial asset return values, component part of the neutrosophic
triangular fuzzy number determined according to the calculation relationships known in the specialized
literature.

Example 1. There are considered three financial assets (A1, Aa, Az) to which three triangular neutrosophic
numbers are specified for the financial assets return, of the form:

Ra1 = ((0.20.30.5);0.5, 0.2, 0.3)forR, €

Raz = ((0.10.20.3);0.6, 0.3, 0.2)forR4 € [0,1;0,3)] (19)
Ras = ((0.30.40.6);0.4, 0.3, 0.3)forR, € [0,3;0, 6]

The weights held by the three financial assets in the total portfolio are determined according to
the value of each financial asset and the total value of the portfolio and have the values: x4, = 0,4;
xa, = 0,31 x4, = 0,3. In order to establish the neutrosophic portfolio return, from propositionl it is
known that:

(Rp;wRp, uRp, yRp) = Z(xA( RAmJFRAcz)JF3RAbz)rWRAr”RAr]/RA> (20)
i=1

By replacing in the above expression is obtained:

(Rp;wRp, uRp, yRp)
=(0,4(3(0.2405) +3 2%0.3);05, 02, 0.3) o
+(0,3(2(0.1+0.3) + 3 x0.2);0.6, 0.3, 02) @)
+(0,3(3(0.3+0.6) + 3 x0.4);04, 0.3, 03)
(Rp;wRp, uRp, yRp)
=(0,4(£0.7 + 303);0.5, 0.2, 0.3) ”
+(0,3(204 + 302);0.6, 03, 0.2) 22)
+(0,3(20.9 4 30.4);0.4, 03, 0.3)
(Rp;wRp, uRp, yRp)
= (0.4x0.316;0.5, 0.2, 0.3) + (0.3 0.199;0.5, 0.2, 0.3) (23)
+(0.3%0.416;0.4, 0.3, 0.3)
(Rp;wRp, uRp, yRp)
= (0.1264;0.5, 0.2, 0.3) + (0.0597; 0.5, 0.2, 0.3) 1)

+40.1248;0.4, 0.3, 0.3)
(Rp; wRp, uRp, yRp) = (0.3109;0.5, 0.2, 0.3)

Result interpretation: The average neutrosophic portfolio return has a value of 31.09% with a
degree of certainty of 50%, a degree of uncertainty of 20% and a degree of falsification of 30%. In order
to obtain the neutrosophic portfolio return, the addition rule for two triangular neutrosophic numbers
was applied according to which:

Raa1 + Raa2, Rapt + Rapa,

;wRA, A WRA2, uRALV R A2, yRa1 V yRA2) (25)
Rac1 + Raez

Ra1 4+ Raz = ¢
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Proposition 2. The neutrosophic portfolio risk noted with (5%;wop, uop, yop) modeled using the fuzzy
neutrosophic numbers of the form: 6a; = (0 Ani, OAbi, OAci); WOA, UG A, YO A) 1S also a fundamental variable of
the neutrosophic portfolio that is determined by the calculation formula:

(055 wap, uap, yop)
= ié xi/_(}][(j{;bi - E;Xui)z + (Ragi - ﬁ;lbi)z]?wﬂiz uRp;, yﬂi)
+<2[R~Am Rapi = Raai) = Raci(Raci - ﬁ:&bi)]} wRA;, uRa;, YR ;)
+(3 (RAm —l—RAi) wRal, uRa,,yRa,)
( (RAz) wRAl,uRA,,yRAZ>

+2 21 2 XAXA; <( [(RAbil - RAaﬂ)(Iabjl - Ef;ujl) (26)
i=1j=

+(Raci1 — Rapin) (Rchl - RAbjl)]
%{[Rfmﬂ RAbzl - RAazl) + RAazl (RAhjl - RRAaa]l)]
[ Acil (RAcﬂ RAb]l) + RAC]l (RAczl RAbil )]}

+%(RA1111RA11]1 +RAc11RAc11) ~ _ _ _ _
%Ef(RAz)Ef (RA])), ZURA]. A ZURA]', UuRp; V MRA]', YRa; vV yRA]>

”2

Demonstration: It is known that the neutrosophic portfolio risk made up of N financial assets is of
the form:

(53 wop, uap, yop)

= (x 124 5124 ;WOA,, UTA,, YOA,) +( A ;WG Ay, UT Ay, YO Ay + -

—|—(xA A ,wEAn,qun yoa,)

+(2XA1XA2(7A Az,waAl A waAz,uaAl \Y uGAz,yaAl Vyoa,)

F(2X4,X4,0 4,455 WO A, A waAs,qul VUGA,, YoA, V yaAB) +-

+(2xAlenGA1An,ZUOA1 /\ZUOA ,MOAl VUUAnryUAl \% yOA ) (27)

+(2xA2xAlaA2Al,waA2 A waAl,uaAz \Y uaAl,yoAz \% yaA1>

+(2xA2xA30AZA3,waA2 A ZUGAS,uGAZ \% uO‘As,]/GAZ Vv ]/GA3> + -

+<2xA2xAn0A2AnrwaAz A ZUOA MOAZ \% LIOAn yOAZ \% yOAn>
(?_xAnxAloAnAl,woAn A ZUO'AI,UUA \% MGAl,yUAn \% yO’A1>

+(2XAﬂxAZO‘AnA2,ZUO‘AH A ZUGAZ,MO‘A \% MGA2,]/O‘AH Vv ]/UA2> + -

The analytical relation above can be written as follows:

(0%; wap, uap, yop)

0 s WOA UOA, YOA,) (28)

n
Z (xa, XA, oAA W4, /\waA Uo A, Vqu ,Yoa, VyoA )

In the neutrosophic portfolio risk relation, we substitute the expression for the determination
of the mean square deviation according to the Definition 2 and the expression for the covariance
according to the Definition 3, established for a financial asset and we obtain the calculation relation
for determining the risk size of the portfolio according to the weight of the financial asset in the total
value of the portfolio x4, but also of the individual financial asset risk (771241, ;W A,, U0 A, Yo a,) and the
covariance between two financial assets (4, A woa, A wEAj, uop, v MEA],, yoa, vV yEA]):
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(53 wap, uap, yop)
= i oy <l[(1§\hi—§;ai)2 + (Rag —@bi)z]'w@i/ uRz;, yRa;)
+< [RAm Rapi = Raai) = Raci(Raci = Rapi) | wRA;, uRA;, yRA;)
+< (RAm +RAC,) wRal,uRal,yRal)
( (RAI) wRAl,uRA,,yRAZ>

+2 Zl Z XAXA; <( [(RAbil - RAuil)(R~Abj1 - R~Auj1) (29)
i=1 j=

+(RAc11 RAbzl) (RAC]l - RAb]l)]
+3 {[RAajl (RAbzl - RAazl) + RAazl (RAb]l - RRAaajl)]

[RACll (RAC]1 - RAb]l) + RAC]l (RAczl - RAbll)]}
+3 (RAaleAajl + RAczlliziCJl) _ ~ _ _ s
+3E¢(Ray)Ef (RA])), wRa, AWRA;, uR; V uR4j, yRa; V yR4 )

Example 2. There are considered three financial assets (A1, Aa, Az) to which three triangular neutrosophic
numbers are specified for the financial assets return, of the form:

IF{:U =¢(0.20.30.5);0.5, 0.2, 0.3) pentru valori ale lf{; €[0,2;0,5]
R, = ((0.10.20.3);0.6, 0.3, 0.2) pentru valori ale R € [0,1;0,3] (30)

Raz = ((0.30.40.6);0.4, 0.3, 0.3) pentru valori ale R € [0,3;0,6]

The weights held by the three financial assets in the total portfolio are determined according to
the value of each financial asset and the total value of the portfolio and have the values: x4, = 0,4;
x4, = 0,3 i x4, = 0,3. In order to establish the neutrosophic portfolio risk, from proposition2 it is
known that:
(0%; wop, uop, yop)
n
Z <x2 /wEA ,MUA s O_A )
=1 474, e (31)
r

n
+2 Y (xa, XA, O‘AA woa, A woA uo,, \/uaA yoa, \/yaA)

i=1j=1
The values of the neutrosophic risk for a financial asset are determined:

5}2241 = (1[(03-02)* + (0.5-0.3)%];05, 0.2, 0.3)
+(2(02(0.3-0.2) —0.5(0.5-0.2));0.5, 0.2, 0.3) (32)
+<%(0.22 +0.52);05, 0.2, 0.3) - (3(0.316)%0.5, 0.2, 0.3)
O'fA =(0.0225;0.5, 0.2, 0.3) (33)
Proceeding in the same manner, we get the following results for 5}3‘2 and 5}1243:

071242 = (0.0180;0.6, 0.3, 0.2) (34)

ofA = (0.0925;0.4, 0.3, 0.3) (35)
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We establish the covariance between financial assets according to the Definition 3 as follows:

Oa4, = (3[(0.3-0.2)(0.2-0.1) + (0.5-0.3)(0.3 - 0.2)]
+1[0.1(0.3-0.2) +0.2(0.2 - 0.1)]
~[0.5(0.3-0.2) +0.3(0.5-0.3)] + 1(0.240.1 + 0.5+ 0.3)
+40.3160.199;0.5 A 0.6, 0.2V 0.3,0.3 v 0.2)

04,4, = 0.0705;0.6, 0.2, 0.2) (36)

In the same way, we get:
04,4, = €0.1914;0.5, 0.2, 0.3) (37)

04,4, = 0.0805; 0.6, 0.3, 0.2) (38)

(0% P, 3P, Yop)

<x124151241/w‘7A1/“0A1r3/aA1> + (x4 A ;WO Ay, UT Ay, YO A, )
+(x T, G2 ;WO Ay, U0 Ay, YOA,)
+2xA1xAzaA1A2,waAl A woAz,uaAl \% quz,yaAl \Y yoAz
+(2XA1XA3OA1A3,ZUOA1 A Z/UGA3,L£OA1 \% ”UA3ryUA1 \% yOA3> (39)
+(2xA2xAlaA2Al,waA2 A waAl,uaAz \% uaAl,yaAz \Y yoAl)
F(2X4,X4,0 A, A5 WO A, A woA3,uaA2 \Y% uaA3,yoA2 Vyoa,)
+(2xA3xA10A3A1,woA3 A ZUGAI,L!OA3 \Y LlOAl,yOA3 \% yGA1>
+(2XA3XAZO'A3A2,ZUO'A3 A ZUGAZ,MO'AS \ uaAz,yoA3 \% yGA2>

(o3; WGP, uGP, yop)
= (0.16 x 0.0225; 0.5, 0.2, 0.3) + (0.09 x 0.0180;0.6, 0.3, 0.2)
+(0.09 X 0.0925;0.4, 0.3, 0.3) + (2 X 0.12 X 0.0705; 0.6, 0.2, 0.2)
+(2%0.12%0.1914;0.5, 0.2, 0.3) + (2 X 0.12 X 0.0705; 0.6, 0.2, 0.2) (40)
+(2 % 0.09 X 0.0805; 0.6, 0.3, 0.2)
+(2%0,12 x 0.1914;0.5, 0.2, 0.3)
+(2 % 0.09 X 0.0805; 0.6, 0.3, 0.2)

(0p; WP, uap, yap) = +K0,168237;0.6, 0.2, 0.2) = (0,41016;0.6, 0.2, 0.2) (41)

Interpretation: The neutrosophic portfolio return was previously determined
<Ep ; wlfiﬁ, ul’i;da, yl?;i?) =(0,3109;0.5, 0.2, 0.3). For this neutrosophic portfolio return value corresponds
a high risk {op; wop, uop, yop = 0,41016;0.6, 0.2, 0.2) which confirms that between return and risk
there is a directly proportional relationship. The probabilities for risk manifestation is about 60%,
while the probability that the risk is certain/uncertain is 20% and the probability that the risk does not
occur is quite small and has a value of 20%.

4. Neutrosophic Portfolio Equations. The Analytical and Matrix Form

Neutrosophic portfolios of the form (ﬁwﬁ up, ypy have the characteristic that each of the
financial assets they contain can be modelled using the neutrosophic performance indicators
such as: neutrosophic return (E f(la) ;wla, ula, ylﬂ), the neutrosophic risk (o ffl,_ ;WO UGA, YOA),
the neutrosophic covariance (cov(lal,lf{zz) ;wRaq, uR A1, ylal ; WR Ao, uR Ay, yI’Q‘;z).

With these neutrosophic performance indicators specific to each financial asset, are determined
the two fundamental variables of the neutrosophic portfolios, namely: neutrosophic portfolio return
(Rp; wﬁfﬁ, uﬁf), yﬁﬁ) and the neutrosophic portfolio risk (5%; wap, uap, yop). The neutrosophic portfolio
return, according to sentence no.1 can be written in analytical form as follows:

n
(Rp; wRp, uRp, yRp) = 2<xA,-RA,-; wWRy,, uRA,, YR4;) (42)
i=1
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The neutrosophic portfolio risk can be written in analytical form as follows:

(0%; wop, uop, yap)

n
_ 2= = = =
= i§‘1<xAiaAi’w0Ai’quf’ yoa;) (43)

n n
+2121 121<XA1.XA].EAI.AJ.,' wEAi A ZUEA]., MEAi \ uEAj, ]/EAI. Vv ]/EA].>
i=1j=
In order to form the system of equations that characterize the neutrosophic portfolios of financial
assets, it should be mentioned that these portfolios are made up of financial assets whose weight in the
total value of the portfolio is 100% which can be mathematically quantified by the formula:

n

Z x4, = 100% (44)
i=1

Under these conditions, the system of equations of the neutrosophicportfolio of financial assets in
analytical form will be written as follows:

—_ —_— —_— —_— n —_ —_ —_ —_

(Rp; wRp, uRp, yRp) = Zl<xAl-RA,-; wRa,;, uR 4, YRA,)
1=
n

(0%; wap, uap, yopy = Y. (X3 05 ;W0 A, U, YoA,)+

i=1 "t
n n . . . . . . . (45)
+2‘Z1 El(xAixAjoAiAj; wos; A WOA;, UOA; \% UOA;, YO A, \% yOA],>
i=1j=

n
Z XA = 100%
i=1

In matrix form the equations of the neutrosophicportfolio made up of Nfinancial assets will be
written as follows:

(EAV' WEAl , uEAl , yEAJ
<FI‘{P; ZUR}-’J, MR\]?), yi{;» _ (xAl xA2 LXa, ) <RA2; ZURAZI uRAZ/ yRA2> (46)
(Ra,;wRa,, uR 4, yRA,)
We note: XZ = (xAlez . ..xAn) and
@Al ; ngl , “EAl , yEAl )
(RaswRo, uRs, yRa) = (Ra,; wRa,, uRA,, YR 4,) (47)

<EAV,} W§A,l, MﬁAn , yEA,)

Under these conditions, the equation of the neutrosophic portfolio return will be written in matrix
form as follows:
(Ry; wRp, uRp, yRp) = X} (R;wRa, uR4, yRa) (48)
The portfolio risk equation above can be written in matrix form as follows:
(0%; wap, usp, yop)
(04, wEAn' MEAH’ y§A11> e (oay, wEAln’ MEAM’ y§A1n> XA
) (OAy ;WO Ay UO Ay, YO Ay ) - Oy WOA,,, UTA,, YO A, || X4, (49)

= (XAleZ - XA,

<5Anl; waAnl’ qunl’ yGA;11> e <6:Ann" woAnn/ qunn/ ]/UAm,> xAn
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In the matrix equation of the neutrosophic portfolio risk above we note:

T
XA = (xAlez .. xAn)
and _ _ _ _ _ _
(EAll; WOA;, UT A YO Ay ) e (EAln; WO Ay, UOAy,, yGA1n>
— O A, ; WO A, , UO o e (04, w04, ,UC o
(O 4, 1T 1, Y5 A) = (0 Ay WO Ay, UO Ay, YO Ay, ) (0 Ay, WO Ay, UG Ay YO Ay, ) (50)
<6:An1; w’EAnl’ uEAnl’ yEAn1> e (EAnn; ngnn’ uEAnn’ ygAnn>
Under these conditions the matrix equation of the neutrosophic portfolio risk becomes:
T 4T 155 — XA wG s 1T n 1T
(0%; wop, uap, yopy = X (swoa, 10 A, Yo 4)Xa (51)

The equation of the financial assets weight in the total value of the neutrosophic portfolio can be

written as:
1

(xAlez...xA”) 1 =1 (52)

1

In matrix form, the equation of weights will be written as follows: Xge =1
The system of equations of the neutrosophic portfolio in matrix form will be written as follows:

(E;; ZUE;;, ul?;;, y@) = XZ @A; wR 4, uRA, yRA)
(0%; wop, uop, yopy = X\ (Q;wo 4, 10 p, Yo 1) Xa (53)
Xle=1

Neutrosophic portfolio equations in analytical or matrix form will be used for risk minimization
calculations or for determining the optimal portfolio structure depending on the needs.

5. Minimizing the Risk of the Neutrosophic Portfolio

5.1. Minimizing the Risk of the Neutrosophic Portfolio Consisting of Two Financial Assets

The purpose of this section is to determine that structure of the neutrosophic portfolio x4, x4, . .. xa,
for which the risk is minimal. The financial assets that enter in the structure of the neutrosophic
portfolio allow the determination of the performance indicators using the neutrosophic triangular
fuzzy numbers according to theorem no.1. For this we write the equations of the neutrosophic portfolio
consisting of two financial assets A1, A; as follows:

(Rp; wRp, uRp, yRp) = (x4, Ra,; wRA1, uRA1, YRA1) + (x4, Ra,; WRA2, uR A2, YRA2)
(0%; wap, uop, yop) = (xilﬁil ;WG AL, UT A, YOA,) + <x12425312 ;WG Ay, UG Ay, YO A, )+
H(2xA,X4,04,4,; WOA, UTA, YO A)

XA, +X4, = 1

(54)

In order to establish the structure of the neutrosophic portfolio for which its risk is minimal,
are imposed the minimum conditions for the portfolio risk resulted from the cancellation of the first
order derivative of the neutrosophic portfolio risk:

O(G%;wap,uap,yop) 0
BxAl -

9(G%;wop,uap,yopy 0
axAz o

(55)
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Theorem 1. Let be two financial assets Ay, A for which the neutrosophic return can be determined
<RA1 ; wRAl, uRAl, yRA1> and <RA2' wRAz, uRAz, yRA2> Also, the specific neutrosophic risk can be determined
for each financial asset (5> Y woAl, Uo. Ay y0A1> and {o ('1242, wo, Ay uaAz, yaAz). These two financial assets form a
neutrosophic portfolio of the form: (P;wP,uP, yP). The risk of the neutrosophic portfolio has the minimum value
for xa,, respectively x4, of the form:

(0,4, WA, UGA, YO A)

xAl = — — — — o — (56)
(0140 WA, UG A, YTA) = (0% WAy, UTA,, YTA,)
(05, ;WG A, UGA,, YTA,)
Ay’ 1 1 1
xAz = — — — — (57)

@IFWEAV UGA,, Y0A,) — (A Ay WOA, UTA, YTA)

with the condition that (Ga,a,; WoA, UGA, YOA) # (51241 ;WG A, UTA,, YO A, )-

Demonstration: We know that the equations of the neutrosophic portfolio in analytical form can
be written according to the above equations:

<1’—€;’ w@’ Mlﬂi];’ yl’-{\i;> = <xA1ﬁA1; WEAll uEAl/ y’ﬁA1> + <xA2’R(A2; WEAZI M’R(Az, yEA2>
(0%; wap, uop, yopy = (x5 A WO, U A, YOA,) + (XF “ o> Ay WOAL UO Ay, YO A, )+

(58)
+<2xA1xA26A1A2, WA, UTA, YOA)
XA, X4, = 1
We set the minimum conditions for the neutrosophic portfolio risk and obtain:
9(G%;wop,uop,yopy 0
Jx Ay -
G2 ;wap,uap,yop) (59)
ox =0
Az

Based on these conditions, will obtain:

- = = = R
(2,07 ;W0 A, UT Ay, YOA,) F(2XA,0414,; W07, UT 4, YOA) = O
- === = ===
(2x4,0%,; W04y, UO Ay, YO Ay) + (2XA, 04,4y, W04, UTA, YOA) = 0 (60)
Xa, +xa, =1

From the last equation of the above system results that x4, = 1 — x4, and replacing in the first
equation we will have:

- = = = - = = =

(27,04 ;W0 Ay, UGA,, YO A,) + (2(1 — x4, )UAlAZ,ZUOA, uca, yoa) =0 (61)

;‘2 — —~— —~— — —~— —~— —~— — — Pa— p—
(20,0 ;WA UTA,, YO A) + (204045 WO, U A, YOA) = (2XA 0, A, WOA, U, YO ) = 0 (62)

- = = = - = = = == = =
(XA,04 ;WOA, UOA,, YA, ) = (XA OA Ay WA, UTA, YO A) = —(204, 2, WOA, UOA, YO A) (63)
xAl((gAlAz?ng/ UGA, YoA) — <51241}ng1/”5141/ yEA1>) = (0A,A,, WO, UTA, YO A) (64)
(A, Ay WO A, UTA, YO A)

(A Ay WOA, UG, YOA) — (51241;705,41, UG, Yoa,)

With the condition that: (G4, a,; w04, UG, You) # (5?41 ;WO AL, UTA,, YO A, )-
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By substituting the formula for x4, in the expression x4, = 1 —x,, it is obtained:

N 1 (A, Ay WG A, UG, YOTA) (66)
A, — 11— — — — — — =
(0A,A,; WG A, UCA, YOA) = (53,1;%00141, uoA,, Yoa,)
(51241; WoA,, UOA,, YOA,) -

Xp, = ———— —
@1;300141, UoA, Yo a,) — {0 A, Ay WOA, UTA, YOA)

With the same condition: (G4, 4,; W0, UGA, You) # (5:241 ;WOA,, UT A, YO A, )-

5.2. Minimizing the Risk of the Neutrosophic Portfolio Consisting of N Financial Assets

The neutrosophic portfolio is composed of N financial assets and assumes that in the portfolio there
are financial assets that allow the determination of performance indicators using neutrosophic triangular
fuzzy numbers. As a result, each financial asset that is part of the portfolio allows the determination
of the neutrosophic return (ﬁAi ;wRp;, uR yﬁAi) and of the neutrosophic risk (6% ; WG, UG, Yo A,)-
Each financial asset A; holds a weight in the total value of the neutrosophic portfoiio noted with x4,.
According to the above mentioned, for each financial asset A; we will have:

Aq:xa,;(Ra;; wRA1, uRA1, YRAT); GZI}WEAVHEA]/]/EA1> (68)
A xp,;(Ray; wRA2, uRA2, YRA2); @2; WG A,, UG Ay, YO A,)

A xp,; (Ra,; WRAn, uURAn, YR An); @in; WG A, UTA,, YOA,)

The equations that describe the portfolio refer to the neutrosophic portfolio return and risk and
are of the form:

(Ry; wRp, uRp, yRp) = z (xa.Ra,;wR A, uRA, yRA)

CQ ; wop, uap, yopy =
= Z( 252 A,waA UoA,, y0A>+22 Z(xAxA OAA;; woa, A waA UoA, \/qu yoa, \/yaA) (69)
1 i i=1 ]
Z xA = 100%

i=1

The analytical equations for the neutrosophic portfolio return and risk are written as follows:

(Rp; wRp, uRp, yRp) L -
= (X4, Ra,;wR A uR Ay, YR A, ) + (X4, R, WR Ay uR Ay, YR A,) + - (70)
+(xa,Ra,;wRA,, uRA,, YRA,)
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And respectively:

(0%; wap, uop, yop)
(

A WO, UOA,, YA, ) + <

+<xA O_A ;WOA,, MOAH, ]/GAn>

F(2X4,X4,0 A, Ay; WO A, A

(2xA1XA3UA1A3,wGA1 A
+(2xA]xAnaA1An, Z/UOAl A
H(2x4,%A,0 4,4, W5 4y A
+<2xA2xA30A2A3,w<7A2 A
+<2xA2xAn OArAns waAz A
+(2xAnxA1 OA, A7 T/()GA’1 A
+(2xAnxAzaAnA2, ZUGA” A

18 of 27
A ;WG A, UG Ay, YOA,) +
ZUUAQ/uUAl \Y uaAz,yoAl Vyoa,)
waAB,uaAl VUG, oA, V YOa,) + -
ZUOA ,LlO'AquO'An,yO'AlvyOAn> 71)

waAl,uaA2 \Y uaAl,yoAz \ yoAl)
waA3,uaA2 v uaA3, yoAz Vyou,)+-
woa,, u0A2 Y% uaAn,yaAz Vyoa,)
waAl,uaA \ qul,yaAn \ yaAl)
wGAZ,qun % quz,yoAn Y ]/GA2> -+ -

+<2xAnxAn—1O-AnAn—1’ woa, A WGAH/ uo, v L‘GAHr yoa, vV ]/GAH>

Theorem 2. There are considered N financial assets A1, Ay, ... Ay for which the neutrosophic return can
be determined (RAl,wRAl,uRAl,yRm) <RA2,ZURA2, uRAz, yRA2> (RAn,wRAn, uRAn,yRAn> It is
also possible to determine the neutrosophic risk specific to each ﬁmmcml asset that is part of the portfolio
(5?41 ;WO AL, UCA,, YO, ), (&22 ;WO Ay, UT Ay, YO A,) and (5?4” ;W0 ., U0A,,Y0a,). These N financial assets form
a neutrosophic portfolio of the form: (P;wP,uP, y17>. The risk of the neutrosophic portfolio has the minimum
value for xa,, Xa,, - .. , XA, generalized using the weight xa, of the form:

(0L WOA,Q, MOAkz, ]/UA,Q)
CAk?) 7 waAkS 4 uOAk3 7 yaAk3 >

(oA, wcfAkk, MUAkk/ YOoA,)
(OAL; WO A, UTAL, YOA,)

(0 A, WOA,,, UO A, YO A,,) (O Ay WO AL, UO AL, YO AL)

xAk = — — — (72)
(O WOAL,, UTAL,, YOA,)
(O AL WO, UG AL, YO AL,)
(0a,, WoA,,, UTA,,, YOA,,)
(O Ay WO A, UO Ay s YO Ay )
. » O A WO A, UT o
with the condition that: (A5 W0 A U0 Ay YO A # 0.

(OA,,; WoA,,, UTA,, , YOA,, )

Demonstration: The equations of the neutrosophic portfolio in analytical form have been written
previously and refer to those portfolios that contain a number of N financial assets. The conditions
for minimizing the risk of the neutrosophic portfolio are obtained at the points where the first order
derivative of the neutrosophic portfolio risk is null, respectively from the equations:

(a3 wGp,ucp,yop)

Jx Ay = 0
3(%,wap,uap,yap) —0

dxa, (73)
8(‘%,wap,uap yop) -0

axAn
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Based on the condition for minimizing the neutrosophic portfolio risk will be obtained:

<2xA15,241}WGA1,u0A1,}/0A1> + (2X4,04, A, WA, N WOA,, UOA, V UTAy, YO A, V YO A, )+
. +0+(2X4,04,4,; W0A, N WOA,, UCA, V UCA,, YOA, V YOa,) =0
(2xA20A2;waAl,qu1,yoA1) + <2XA10A2A1,'w0A2 N WOA, UOA, YV UOA, YOA, V yGA1>
+- -+ (2x4,04,4,; W04, N WOA,, UCA, V UCA,, YO, V YOa,) =0 (74)
N (2foAnAl;woA” ﬁ wo,il,quLv uca,, Yyoa, vV yEQAlH— N
+(2X4,04,4,,WOA, N WOA,, UCA, V UOA,, YOA, V YOA,) + -+ ZxAnaAn;waAn,qu”,yaAn =0
Xa, x4, o +xp, =1

In matrix form the equations above, ordered according to the neutrosophic variance are written
as follows:

(0a,; ZUEAH, MEAW ]/EAu)
) (5A13; WO Ay UO Ay YO ALs)

2<XA15A11,‘ ‘LUEAH, MEAH , VEA11> -+ 2(XA2 —e XA, =0 (75)
(0 Ay, WOA,,, UTA,,, YOA,,)
§A21 ’ WEAzl ’ MEAzl ’ VEAH
2<xA25A22} wEAzz, MEAZZ, yEAﬂ) + Z(XAl ... xAn) Oz WO Ay, U0 Ay YO s =0 (76)
EA2n; WEAZn ’ MEAzn ’ yEAZW
20X, 0 Ay WO Ay UO A,y YO Ay )
(EAnl; wEAnl ’ uEAnl ’ yEAnl )
2 xa ) (0 Ay3s WO A,y U A5, YOA,S) 0 (77)

GAnn—l’. waAnn—l’ uUArm—l’ yO-Ann—1>

The last neutrosophic portfolio equation x4, + xa, + -+ + x4, = 1, written in the matrix form
will be:

1
XA1‘|‘(XA2...XAW) o 1=1 (78)
1
Resulting that:
XAy .o XA, = (1 - xAl)e_l (79)

By replacing the obtained expression for x4, ... x4, in the first relationship, it is obtained that:

(0 Ay, WO, UT Ay, YO A,)
-1 <5A13I. wGAl?,; uUAB/ yUA13>

2(XA, 04, WA, UO A, YO A, ) +2(1 = x4, e =0 (80)
GAln" waAln’ MO-AM, yaA1n>
(O A1 WOA,, UT AL, YO AL,) (OAy; WOA, UT AL, YO AL,
» (OA; WOA, UT A, YOA,) | | (O WOAy, UTAy, YOA,)
1
<EA1,,,; ngln’ MEAU,I yEA1n> <O-All ; ngll 4 uEAll 7 yEA“ ) (81)

(0A, WOAL,, UTA,, YO A,,)
(O A3 WO AL UT AL, YO AL

GAM; wGAln’ uUAln’ yaA1n>
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(0 WO Ay, UO Ay, ygAu) (0ay; WAy, UT Ay, ]/SAH)
(OA; WOA, UT A, YOA,) | | (O WOAy, UTA,, YOA,,)

(OA,,; WOA,,, UT A, , YO A,,) (0A;WOA,, U A, YO A,,)

XAl (82)

I WAy, UT Ay, ySA12>
<EA13; WO A3/ UO Ay, YO As)

(OA,,; WOA,,, UCA,,, YO A,,)

For the weight x4, of the asset Ay it will be obtained:

(040; WO, U Ay, YT Ay ) (0 Ay WOAG, U0 Ay, YT A )
(O A WOAG UTAL, YOAL) | | (0w WOAy, UTA, YO A)

(0A,, WO, UOA,,, YO A, ) (O Ay WO A, UT A, YO AL )

———— (83)
(OAL; WOAL, UG A, YO AL, )

(044 WO, UT A, YO Ay, )
<Ef“kn; ngkn" ‘L;EAkn ’ yEAkn )
Respecting the condition that:
(A, WO AL, UTAL,, YOA,)
(O WOA,, UOTAL, YOA,) £0 (84)
(CTW wEAkn.’ .L;EAkn YO AL,

6. Numerical Applications

6.1. Numerical Application for the Case of the Neutrosophic Portfolio Consisting of Two Financial Assets

Two financial assets (A1, A2) are considered to which two triangular neutrosophic fuzzy numbers
are specified for the financial assets return of the form:

Ra; = ((0.20.30.5);0.5, 0.2, 0.3) for R4 € [0.2;0.5]

Rap = ((0.10.20.3);0.6, 0.3, 0.2) for R4 € [0.1;0.3]

And we aim at:

(a) determining the variance-covariance matrix;

(b) calculating the rentability and the variance for a given portfolio P formed by the two financial

X1

X2

(c) determining the structure of a random portfolio P for which the risk is minimum (the value of the
minimum risk is also required).

assets, having the structure P = ( ) and withxp, =1 —xq;

Starting from Example 2, the following elements are known:

- the neutrosophic risk for asset A; :

G7* A1 = (0.0225;0.5, 0.2, 0.3)
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- the neutrosophic risk for asset A :

~2
Ofy, = (0.0180;0.6, 0.3, 0.2)

Also, from Example 2 we know that the covariance between asset A; and Aj; has the value:
04,45 = €0.1914;0.5, 0.2, 0.3)

(a) In this context, the variance-covariance matrix has the following form:

o [ Frma T | _ [ 0022505,02,03) (0,0705,06, 02, 0.2)
"\ Grapa, Gra, |\ (0.07050.6, 0.2, 02) (0.0180;0.6, 0.3, 0.2)

(b) Itis known that the rentability of the neutrosophic portfolio P has the following form:

(Rp; ZUEF;, ME}/?, yl@> = <xA1§A1 ; ZUEAV MEAV yﬁAl) + (xAZEAZ} W§A2, MEAZ, yEA2>

Also, it is given that: x; = 1 —x7 and that the P portfolio has the following form: P = ( il ),‘
2

By replacing these expressions in the formula for the portfolio rentability (Rp; wlﬂif), ulﬂ{\;;, yﬁfa) we
get that:

(Rp; wRp, uRp, yRp) = <xA1§A1}WEA1/ MEAV ]/EA1> + (xAZEAZ) wiqz, MﬁAZ, ]/EA2>
= (4,(020.30.5);0.5, 0.2, 0.3) + (1 - x4,)(0.1020.3);0.6, 0.3, 0.2)

(Rp; wRp, uRp, yRp) = (x4, (0.10.10.2);0.6, 0.2, 0.2) — (0.1 0.2 0.3);0.6, 0.3, 0.2)

As for the portfolio risk, it will be of the following form: (03;wop,uop, yop) =
<x12418?41; WoA,, UTA,, YOA,) + <x12425:242; WO Ay, UT Ay, YO A,) + (2XA, XA, 04, A, WO A, UTA, YO A)
By replacing it in the equations for x; and x, = 1 — x; we get that:

(0%; wap, uap, yop)
— —~ — 2 —~ —~ —
= <xi15?ql}w‘7Alruf7A1/]/‘7A1> +{((1—x4,) Eiz;WGAZ,MGAZIyGAQ
+(2x4, (1 —x4,)04,4,, W0, UG, YO A)
(6%; wap, uap, yop)

= <x3410.0225; 0.5, 0.2, 0.3) + (1 —2x4, + xf;‘1 )0.0180;0.6, 0.3, 0.2)
+((2x4, —2x1241)0.0705; 0.6, 0.2, 0.2)

(0%; wop, uop, yap)
= —(x% 0.1005;0.6, 0.2, 0.2) - (0.105x,,;0.6, 0.2, 0.2) +(0.141;0.6, 0.2, 0.2)

(c) Further on, we know from Example 1 that the covariance between A; and A; has the following form:

EfAlAz = <0.0705;0.6, 0.2, 0.2)

By replacing the values obtained in the expression of x4, and x4, it is obtained that:

G a4, = (0.0705;0.6, 0.2, 0.2)
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B (04,4, WOA, UTA, YOA)

(0A Ay WO A, UCA, YO A) — (51241; WGy, UTA,, YO A, )
o (0,1914;0.5, 0.2, 0.3)

417 70,1914;0.5, 0.2, 0.3) — (0.0225,0.5, 0.2, 0.3)

.. _ (0191405, 02, 03)
417 10,1689;0.5, 0.2, 0.3)

x4, = 112.72%

xAl

x 100

x 100

(05,7 WA, 1G4, YOu,)

Xp, = ——— —
(51241; WO Ay, UOA,, YOA,) = OA Ay WO A, UTA, YOA)

o (0.0225;0.5, 0.2, 0.3)
A2 7 10.0225;0.5, 0.2, 0.3 —0,1914; 0.5, 0.2, 0.3)

. _ _{00225,05, 02, 03)
42 7~ 770,1689;0.5, 0.2, 0.3)

X4, = —13.250%

x 100

x 100

The portfolio risk will be given by the relationship:
(0%; wap, uap, yop)
= (x5 15?4 v WoA,, UOA,, YOA,) + <x12428%2; WO Ay, UT Ay, YO A,)

+(2XA,X4,04,A,; WOA, UTA, YO A)

(0%; wop, uop, yop)
= (1.1272)%(0.0225; 0.5, 0.2, 0.3)
+(=0.13250)(0.0180; 0.6, 0.3, 0.2)
+2(1.1272)(~0.13250)(0.1914; 0.5, 0.2, 0.3)
(0%; wap, uop, yop)

= (0.0285;0.5, 0.2, 0.3) + (0.0033;0.5, 0.2, 0.3)
+(0.05717;0.5, 0.2, 0.3)

(G%; wap, uap, yop) = (0.08897;0.5, 0.2, 0.3)

(op; wop, uop, yopy = \/(EZ;wEfJ, uap, yop) = 1/(0,08897;0.5, 0.2, 0.3) = 0.2982
Conclusion: The neutrosophic portfolio risk is minimal and registers the value of 29.82%.

6.2. Numerical Application for the Case of the Neutrosophic Portfolio Consisting of N Financial Assets

For three financial assets held by three listed companies (A1, A2, A3), the financial return was
determined according to the information provided by the stock exchange website. The financial returns
were fuzzified with the help of three triangular neutrosophic numbers and the following values

were obtained: . .
Ra1 =((0.30.40.6);0.5, 0.2, 0.3), for R4 € [0.3;0.6]

Rap = ((0.150.25 0.35); 0.6, 0.3, 0.2), for R4 € [0.15;0.35]
Ras = ((0.250.45 0.65); 0.4, 0.3, 0.3), for R4 € [0.25;0.65]

In order to establish:

- The variance-covariance matrix of the neutrosophic portfolio;
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- The weight of financial assets x4,,x4,, x4, in the total value of the neutrosophic portfolio so that
the neutrosophic portfolio risk is minimal;
- The value of the neutrosophic portfolio return and risk.

The followings are undertaken:
For computing the variance-covariance matrix, the financial returns of the three assets are
established in a first stage according to the calculation formula:

2~
(Ra;wRa,, uRx, yR) = (( (RAaz +RAa)+ 3RAbz)/WRA uRa, yRa)
Thus:

(Ra,;wRa,, uRx,, yRa,) = ((£(0.3+0.6) + 3 x0.4);0.5, 0.2, 0.3)
= (0.166 X 0.9 + 0.666 X 0.4;0.5, 0.2, 0.3)
= (0.149 + 0.266;0.5, 0.2, 0.3) = (0.415;0.5, 0.2, 0.3)

Proceeding in the same way, we get the following results:
(Ra,; wRA,, uR,, YRa,) = (0.249;0.6, 0.3, 0.2)
(Ray;wRy,, uRy,, yRy,) = (0.448;0.4, 03, 0.3)
The following calculation formula is used to determine the variance of the three financial assets:
— 1= — 2 — — \2 —_ —  —
o fAl- = <Z[<R’1bi - Ram-) + (Raa- - Rabi) ] ;wRa, uRa, yRa)
+<2 [Eaﬂl@-i‘;bl Eam) R;cz(ﬁ‘;a E&bz)] ZUE& uﬁz}, yﬁ‘b
—~2 —_ — —
+(2(Ram + Raa), wRa, uRa, yRa) (3 1E2 (Ra ) wRa, uRa, yRa)

By replacing the data in the above expression, we will have:

Grm = (3[(0.4-0.3)" + (0.6 - 0.4)°];0.5, 0.2, 0.3) + (3(0.3(0.4 - 0.3)—
0.6(0.6 —0.4));0.5, 0.2, 0.3) + (3(0.32 +0.62);0.5, 0.2, 0.3) - (}(0.415)%0.5, 0.2, 0.3)
= (0.0925;0.5, 0.2, 0.3)

For the remaining of the values we will obtain:
o ray = (0.033;0.6, 0.3, 0.2)

5}013 =(0.0910;0.4, 0.3, 0.3)

In order to establish the covariance between these three assets, respectively to measure the intensity
of the connection between the financial assets, will be applied the following calculation formula:

COU(RZi/ E]) = <(};[(Rahlz Raazz)(Rab]z Raa]z)
+ (Rac; — Ray;) (Ragji — Ray) |
JRaaﬂ Ray;; — Ruuu) + Ragi (Rab]z Raa]z)]
[Raal(Racﬂ Ray;) + Racji(Rac; = Ray;p) |
+3 (Raﬂ”Raa ji + RaCZ,RaCﬂ)
+5 Ef(Ra )Ef(Ra])) wRa; A wRa],uRal \Y% uRa],yRul \Y% yRa])

ga4, = (0.160;0.6, 0.2, 0.2)
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Proceeding in the same manner, the following results are obtained:
oA, = 0.284;0.6, 0.2, 0.2)

Oapa, = (0.171;0.6, 0.2, 0.2)

The variance-covariance matrix will be of the form:

EfAll SfAlZ SfAlS
Q= SfAZl SfAZZ SfAZB
Ofus1 9faza Ofass

By replacing the above values, we will have:

(0.0925;0.5, 0.2, 0.3) (0.160;0.6, 0.2, 0.2)  (0.284;0.6, 0.2, 0.2)
Q=| (0.160;0.6, 0.2, 0.2) (0.033;0.6, 0.3, 0.2) (0.171;0.6, 0.2, 0.2)
(0.284;0.6, 0.2, 0.2)  (0.171;0.6, 0.2, 0.2) (0.0910;0.4, 0.3, 0.3)

According to Theorem 2 the weight of the financial asset x4, in the total value of the portfolio will
be given by the relation:

( (0A1; WA UT AL, YT Ary) )_( (04,5 W0 Ay, UT Ay, YT Ay ) )
(OAL; WO A, UO A, YO A,,) (A, WOA , UT AL, YO A, )

xAl =

( (O WO AL, UO AL, YO AL, )
(0A,WOA,, UT A, YO A,)

Through the calculations the following value is obtained:

x4, = 02376

For the weight of the financial asset x4, and x4, in the total value of the neutrosophic portfolio,
the same calculation formula will be used and the results are the following:

xa, = 0.6808

x4, = 0.0816

Conclusion: In order to mitigate the neutrosophic portfolio risk, it is necessary to invest: in the
first financial asset (A1) a weight of x4, = 0.2376, in the second asset (A2) a weight of x4, = 0.6808 and
respectively in the third financial asset (A3) a weight x4, = 0.0816.

The neutrosophic portfolio return will be:

(Ry; wop, uop, yop) B N
= (XA R ;wop,, u0A, You,) + (X, Ra,; W04, U0 Ay, YO 4,)
H(xA;,Ra5;, WO A5, U0 A5, YO A5)

By replacing in the formula, will be obtained:
(Ry; WGP, uGp, yop)
= (0.2376 x 0.415;0.5, 0.2, 0.3) 4 (0.6808 x 0.249;0.6, 0.3, 0.2)
-+¢0.0816 x 0.448;0.4, 0.3, 0.3)

(Ep; wap, uap, yop) = (0.0986;0.5, 0.2, 0.3) + (0.1849;0.6, 0.3, 0.2) + (0.0365;0.4, 0.3, 0.3)
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After performing the neutrosophic calculations we obtain:
(Ry; wop, uap, yop) = 0.3200;0.6, 0.2, 0.2)
The neutrosophic portfolio risk will be as follows:

(0% 3P, 4T, y7p)

(xA A ;WO AL, UT A, YO A,) +< A ;WO Ay, UT A, YO Ay)
+(x T, ,wEAs,quyyaAs)
+2xA1xA2(7A AZ,ZUO‘Al A ZUGAz,uGAl VMUAz,yGAl \/]/O'A2
F(2X4, X 4,04, A5; WO A, A woA3,uaA1 \Y% uaAs,yoAl Vyoa,)
+<2XA2xA10A2AlerA2 A ZUO'Al,MOA2 \% MOAl,yOAz VyOA1>
+(2xA2xA3aA2A3,waA2 A w0A3,uaA2 \Y uaAS,yoAz \Y yoA3)
F(2x4,X4,0 454, WO A5 A waAl,uaA3 \Y% uaAl,yoA3 Vyoa,)
H(2X A, XA, 0434, WOA, N WOA,, UCA, V UT Ay, Yo A5 V YOA,) + (ap, wop, uop, yop)
=49.42%

Conclusion: In order to minimize the neutrosophic portfolio risk, the investments in financial
assets must have the following weights: x4, = 23.76%, x4, = 68.08% and x4, = 8.16%. For these
weights respective for the investments in financial assets A1, Ay, As, the profitability of the neutrosophic
portfolio will be of the form:

(Ry; wop, uap, yop) = 0.3200;0.6, 0.2, 0.2)

The neutrosophic portfolio risk will be minimal, respectively will have the value of
(op; wop, uop, yop) = 49.42%. The risk was determined based on the high values of the return.
The obtained results validate the risk minimization model for the neutrosophic portfolio, in the sense
that for a financial return of 32%, the portfolio risk is high, reaching the value of 49.42%.

7. General Conclusions and Limitation

The neutrosophic portfolios are made up of financial assets for which it is possible to determine the
financial performance indicators respectively: the neutrosophic return (E¢ (Ra); wRA, uRy, yR4) specific
for the financial asset A;, the neutrosophic risk (o fﬁ ;WO A, UG A, YO A), specific to the same financial asset

and the neutrosophic covariance (cov(lz;l,laz) ; wlal, ulal, ylal ; wﬂz, ulaz, ylaz) between two
financial assets A; and A, which measures the intensity of the links between the neutrosophic returns
specific to the two financial assets. Such a portfolio made up of financial assets for which financial
performance indicators can be determined is called a neutrosophic portfolio.

For the neutrosophic portfolio (P; wp, up, ypy can be determined: the neutrosophlcreturn of
the portfolio (Rp; wRp, uRp, yRp) and the neutrosophic portfolio risk @2; wop, uop, yop)y. These two
performance indicators are fundamental indicators that characterize the neutrosophic portfolios.

Thus, the neutrosophic portfolio return is dependent on the weight held by the financial assets in
the total value of the neutrosophic portfolio x4, as well as on the neutrosophic return of each financial
asset that makes up the portfolio (Rs,; wRa,, uR A yR A;)- At the same time, the neutrosophic portfolio
risk is dependent on the weight held by the financial assets in the total value of the portfolio x4, as well
as on the neutrosophic risk of each financial asset of the form: (o fA%l- ;w0 A, U0, Yo 4) and the covariance
between two financial assets (04, A woa, A wEAj, uop, v uEAj, yoa, Vv yEAj>.

Also the neutrosophic portfolio risk, consisting of N financial assets admits a minimum value at
(G WP uTp,Yop)
Thus, it can be determined what the weight of every financial assets should be in the total value of
the neutrosophic portfolio x,,, so that the portfolio risk is minimal (6%; wap, uop, yop) — min. From

the point where the first order derivative of the neutrosophic portfolio risk is zero
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calculations but also from studying this risk category, it was found that the financial assets weight in
the total value of the portfolio is dependent on the individual neutrosophic risk of each financial asset
but also on the covariance between two financial assets.

The neutrosophic portfolios enables the access to complete information for the financial market
investors, in order to substantiate investment decisions. This information provided by the neutrosophic
portfolios refers to the probability of realizing the neutrosophic portfolio return, which in turn is
influenced by the individual probabilities of achieving the desired return for each financial asset
that enters the portfolio structure. Also, the neutrosophic portfolios provide information regarding
the probability of producing the neutrosophic portfolio risk, which depends on the probability of
producing the neutrosophic risk for each financial asset that enters the portfolio. These categories of
information are stratified by means of linguistic variables, so that we will distinguish: the probability of
obtaining the return and/or the production of the portfolio risk almost certainly, the probability that the
return/production of the portfolio risk will not be realized and the probability that the return/production
of the portfolio risk to be uncertain.

Obtaining concomitant information regarding risk and return at the level of the neutrosophic
portfolio, as well as the probability of producing the risk and return for the neutrosophic portfolio as well
as for the financial assets confer a strong innovative approach for this research paper. Neutrosophic
portfolios also have certain limits which mainly refer to the determination of the probability of
producing the risk and/or of realizing the return, both at the level of each financial asset as well as at
the level of the neutrosophic portfolio as a whole.
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