
 

Accepted Manuscript

Naive versus optimal diversification: Tail risk and performance

Inchang Hwang, Simon Xu, Francis In

PII: S0377-2217(17)30709-9
DOI: 10.1016/j.ejor.2017.07.066
Reference: EOR 14616

To appear in: European Journal of Operational Research

Received date: 22 August 2015
Revised date: 27 July 2017
Accepted date: 28 July 2017

Please cite this article as: Inchang Hwang, Simon Xu, Francis In, Naive versus optimal diver-
sification: Tail risk and performance, European Journal of Operational Research (2017), doi:
10.1016/j.ejor.2017.07.066

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service
to our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and
all legal disclaimers that apply to the journal pertain.

http://dx.doi.org/10.1016/j.ejor.2017.07.066
http://dx.doi.org/10.1016/j.ejor.2017.07.066


ACCEPTED MANUSCRIPT

ACCEPTED M
ANUSCRIP

T

Highlights

• Examine the tail risk of naive diversification relative to optimal diversification.

• Naive diversification increases tail risk and makes portfolio returns more concave.

• Outperformance of naive strategy represents compensation for increased tail risk.
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