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Mean-risk model for uncertain portfolio selection with

background risk
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4. Conclusions

In this paper, the effect of the background risk on investments has been discussed. In the complex financial and
social environment, there are situations where background assets return and the security returns have to be evaluated by
experienced experts due to the unexpected things and the lack of historical data. This paper has discussed that risk level can
be measured by risk curve and proposed uncertain mean-risk model with background risk for portfolio selection. The crisp
equivalents of the model are provided. In addition, for any given r, we have found that the expected return of the optimal
portfolio with background risk is smaller than that without background risk. Different from Huang’s model, our model can
consider all the possible risks that investors could tolerate.

Finally, both the numerical examples and the analysis show that the mean-risk model with background risk is effective
and background risk has a great effect on the investment decision.
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