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Portfolio Optimization Analysis with Markowitz Quadratic

Mean-Variance Model
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4. Conclusion

Individuals are mainly two related diversification strategy as minimizing risk or maximize return. Investor aims
to select best diversification. In this paper, I tested workability of portfolio optimization and diversification on
Istanbul Stock Exchange (BIST). I created a portfolio which contains ten stocks from three different industry.
One year daily stock return data is used for the analysis. I followed mean — variance approach of Markowitz
involving best possible combination of expected return and risk. I believe that I constructed efficient portfolios in
my analysis. I made my choice from this efficient set. My investment portfolio which did not contain short sale
was achieved by excel data solver. I compared return and risk of optimal portfolio with an original portfolio with
equal weights of ten stocks. This portfolio involves eight assets with different weights. The return of my optimal
portfolio is greater than an original portfolio with equal weights of ten stocks as seen from Table 9. In that sense,
Markowitz mean-variance approach provide best solutions in many alternatives.
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