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Modern portfolio theory sets forth a methodology for
designing optimal investment strategies given an
investor’s risk aversion. However, the theory does not
provide guidance on how to construct a portfolio that
utilizes information about the changing investment
economy over time. Empirical evidence shows that
optimal investment strategies that are adaptive to the
financial market economy are superior to a simple
portfolio investment strategy. One versatile
mathematical model which can be used to capture
market dynamics is a hidden Markov process in which
each of the states can be regarded as an instance of the
investment economy. Other approaches such as shock
models with hedging and Bayesian models are also
attractive.
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Researchers are most welcome to contribute original
research articles or comprehensive review papers for
consideration and publication in Journal of Risk and
Financial Management (JRFM), an on-line, open access
journal. JRFM adheres to rigorous peer-review as well
as editorial processes, and publishes high quality
manuscripts that address theoretical, practical and
empirical issues in analysing real life financial data. The
goal of JRFM is to enable rapid dissemination of high
impact research to the scientific community.
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