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Abstract: In the portfolio optimization problems, the proportion-weighted combination is represented as
a real-valued array between 0 and 1. While applying any evolutionary algorithm, however, the algorithm
hardly takes the ends of a given real value. It means that the evolutionary algorithms have a problem that
they can not control the asset unselection which the weights are represented as 0. In order to avoid this
problem, in a case study of portfolio optimizations employing an evolutionary algorithm, we propose an asset
selection method using the extreme value method of bordered hessian and an asset allocation method using
the GA in this paper. In the numerical experiments, we show that our GA with initial population consisting
of the solutions obtained by the extreme value method and the solutions given at random works well even if

the portfolio consists of the large number of asset.
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Fig. 1 Process of asset selection.
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R1 AVT74A—-varbyd Ty ME#X (M =10 DHE)
Table 1 Information ratio and the number of assets #X (In case studies of M = 10).

i GA Ty M| B GA TRy M| EEHE mEEHE GAL1 O BEHE GAL0  BUMEHE GAall Ty ML
1 0.3501 10 0.3128 4 0.3265 0.3480 0.3480 0.3480 6
2 0.3089 10 0.3082 8 0.3067 0.3089 0.3089 0.3089 10
3 0.1031 10 - 1 0.1026 0.1031 0.1031 0.1032 3
4 0.1798 10 0.1795 8 0.1778 0.1798 0.1798 0.1798 8
5 0.1859 10 0.1266 3 0.1803 0.1859 0.1859 0.1860 4
6 0.2404 10 0.2366 9 0.2359 0.2404 0.2404 0.2404 10
7 0.3648 10 0.3637 5 0.3629 0.3648 0.3648 0.3648 6
8 0.3573 10 0.1331 2 0.3628 0.3573 0.3573 0.3573 5
9 0.1370 10 - 1 0.1361 0.1370 0.1370 0.1370 3
10 0.0238 10 - 1 0.0246 0.0238 0.0238 0.0238 3
11 0.1415 10 0.0890 2 0.1391 0.1415 0.1415 0.1415 3
12 0.0133 10 - 1 - - - - 1
13 0.2161 10 0.2036 4.9 0.2151 0.2161 0.2161 0.2161 6
14 0.1212 10 0.1096 4 0.1191 0.1212 0.1212 0.1212 5
15 0.1826 10 0.0817 2 0.1802 0.1823 0.1823 0.1823 5
16 0.1369 10 - 1 0.1343 0.1369 0.1369 0.1369 3
17 | 0.2356 10 0.2241 3 0.2354 0.2356 0.2356 0.2356 5
18 0.2195 10 -0.1225 1.2 0.2191 0.2195 0.2195 0.2195 4
19 0.2206 10 0.1751 2 0.2200 0.2206 0.2206 0.2206 5
20 0.1651 10 0.1403 2 0.1648 0.1651 0.1651 0.1651 4
21 0.1504 10 - 1 0.1504 0.1504 0.1504 0.1504 4
22 0.3330 10 0.3305 6.2 0.3309 0.3330 0.3330 0.3330 6
23 0.0991 10 0.0488 2 0.0990 0.0991 0.0991 0.0991 5
24 0.2445 10 0.2317 3 0.2443 0.2445 0.2445 0.2445 6
25 0.4345 10 0.1522 2 0.4344 0.4345 0.4345 0.4345 5
26 0.3997 10 0.3479 4 0.3973 0.3997 0.3997 0.3997 7

MR LD ERENDL 2 L2, BUEERICBNT
&, WIEIC L R 505, Ei GA 2 oTik L [k
12 b =% )LD GA #EIEH 1,000 HAAAFER S 5.
oA 2

BA; &Ny LATHIOBMEHIEIC & 5 7 2 v M BIRTFE
Lol R— b7 04, ZOR=1 75 1)F
&, GA X2 bidfrbie v,

A2 GA1

RIFFECTIRE L 72034 &~ v 2475 O fafi ] & % F)
L7727ty FBIRE GA X 2REILTEICLVES
NlR—=F 7504, Ty MEIRFEICEIVESN
72 1% GA OWEMEMARERICEA L TW 5.
FERH W72 EHE GALL OXF X ZHIX, TH v
NEIRFFC LD ESNEROEAKT Pp=1 &
L, Mfid Efd GA 72T L FffICHRE L7z,
Al GA0

RIFFECTIRE L 72030 &~ 2ATHI O ffiE ] & % F)
L7ty FEIRE GA WX AR LFHEICLDES
NhR—=r 7x1)F, Ty MEIRFEICEIVESN
7oA GA OFIFMERERNIGEA L Ty, §74
b, R=bF7+)FITHAANLGN T €Y NIT
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oy MEFRTEC X D BENE GALL LR T &y
M SRR EN TV S5, GA DML O LR
BT ETHEHTER 5N,
FEERICH W72 EEH E GA0 D/8T X Z I, 71 v
FMEIRFFEC LD ESNMEAROEAKET Pp=0 &
L, i3 Eit GA 22 0T L FRkICRE L7-.
A E GA _all

ARG CTIRE L 72830 &~ v 2475 Ot fi ] & % F)
L7727ty FEIRE GA X 2REILTFEICLVES
NI2R—=b 710 F. 7Ty MEIRFEICINESR
7ok % GA OWMIEHRER O T X ToOffEkE LTw
5. $hbh, WHERERIZRE MK THER S 1
TWwh.

FEERIZH W A E GALall ®/8F X Z{EIX, T
oy PERFEICIVBEONFEAEOEAKE
Pp = Pop_Size & L, L L5 GA 2170 FH L
FRRIZRRE L7,

4.1 RERBILFEOBEMME
BEREGDO Ty VEDFEL A M =10, M = 1000 ®
ENEFNOHLEIIONT, Kb TFEZEHTLZ L1
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K2 AY74A=varbydeTey MI#X (M =1000 DHE)
Table 2 Information ratio and the number of assets #X (In case studies of M = 1000).

WE | GA Ty MG BB GA TRy M| BIEHE O BEHE GALL BEHE GA0  MEHE GAall Ty ML
1 0.7522 1000 1.4817 105.8 2.7909 4.4468 2.9632 4.4283 174
2 0.7348 1000 1.3503 49.5 3.2919 4.8393 2.8939 4.7977 172
3 0.6329 1000 1.3858 111.5 2.3733 4.3768 2.6910 4.3639 172
4 0.9576 1000 1.9641 106.2 5.0526 9.3210 4.4335 8.9758 191
5 0.9297 1000 1.9240 96.3 4.2420 8.3411 3.9049 8.2279 185
6 1.3226 1000 3.0641 159.2 7.1441 13.5590 4.9654 13.6299 208
7 0.9593 1000 1.6785 71.3 3.1604 5.2600 3.4526 5.1224 175
8 0.7739 1000 1.4379 63.0 2.1156 3.3162 2.9503 3.2749 130
9 0.9335 1000 1.8931 100.8 2.2412 4.2194 3.7259 4.2169 144
10 | 0.7320 1000 1.5335 87.5 1.9590 3.4245 2.8419 3.5209 140
11 0.9915 1000 2.2150 127.2 3.6093 6.2420 4.5067 6.1839 154
12 | 0.8085 1000 1.8912 103.9 2.7147 4.8185 3.0263 4.7737 154
13 | 0.8702 1000 1.6235 112.1 2.7293 5.4704 3.3307 5.3024 163
14 1.0069 1000 2.0880 106.3 3.7112 6.9269 4.3082 6.9023 170
15 | 0.9090 1000 1.8222 110.6 3.5506 6.0421 3.4999 6.0139 179
16 1.1913 1000 2.5363 129.7 6.1578 12.5048 4.5328 11.8340 183
17 | 0.8862 1000 1.9913 133.9 3.5160 6.7476 3.7258 6.5443 177
18 1.0720 1000 2.6895 141.2 6.3271 11.9219 4.5363 11.6650 206
19 | 0.9678 1000 2.2322 117.9 4.7517 9.1778 4.5332 9.0514 202
20 1.2138 1000 2.5270 171.1 8.2027 18.5653 4.4133 18.0859 246
21 1.0302 1000 2.4593 116.8 10.9735 24.1533 4.2993 22.7817 234
22 1.1510 1000 2.3682 137.7 6.1336 11.6141 4.6261 10.4653 223
23 | 0.7345 1000 1.6203 86.4 6.1476 12.4939 3.6633 12.7878 253
24 | 0.7067 1000 1.3401 67.0 5.1687 10.6953 3.3011 11.0592 208
25 | 0.7921 1000 1.4843 58.4 5.9207 9.6881 3.7018 9.2239 199
26 | 0.9925 1000 1.9687 82.7 5.6358 11.0857 4.2293 11.3938 212

INEONIZR= T3V FDA T A= ar bt
"1, R2IRT. T/, ERE{LFEIR—-b7 4
FANEIRLT Y FEAX bE L, 2R, &b,
FHhizBWT, GA, B GA, WIEHE GA_L, WEHE
GA0, MEHE GAall DFEEFERIE, ¥ Ialb—Tar
10 BOFHA > T+ A= ary LI FE2RLTBY,
Fho «w @EEE, R=b 7+ ) FNOWPWEAT £ +
PIAC 7 &y P BRI EICB WS 2729 72y b S
GIEL ol —A%FLTWS, $72, M =1000 D
BLAEIZOWT, GA, #1 GA, MEHE GA1 DY I o
L—ary1&b7-h OTFHeEraEmMER 3 IORT.
F1 LY, BEHESOT Y NEDDH (M =10) O
4, GA LI-RETFETH 2k GAL, BEHE GAO
WAEHE GAall DA > 7+ A—3 3 v LI HIZIEIEFAL
MEZY, BN GA CHBEHNEDEFLELLR— M7 7
VA LDV BENEEZEL LG5, ZORKRIE, K- b
T NI NHAANSLT £y VDD E X, PEE
FEH % —IRELE TS 2 5 Bl GA 2 VT, st l2 3
ETELIEERLTVED,

—7, 32 X0, RSO T vy MU H (M = 1000)
DYy, BEHE GA_1, WEHE GAall DA ¥ 7 + A —
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MIERER O EFICA T & v bR S 1572 % L
DANAZENAENTHHLT EE/RL, R—FT VI~
HAAND Ty VEDPL L 25138, MEEERZ —
FEELELT G- 2 % Bl GA R BEH % GA0 Tld 572 K —
N7 3 ) FORBEICEITZ LNV EZRBL TS,
—75, EBNBE2S, R— 71 )40 a A M %
EETHE, R=b 72V FEIPEOTEy N THEEIN
LIENEIEND, LeLiedrs, £2 X0, |ETET
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K3 vialb—Tar1Hdzh) oFHEHERRE (7))

Table 3 Computational time per simulation.

i GA i GA  BAEHE GA1
1 206.5 148.9 27.8
2 194.3 146.2 27.3
3 199.8 145.2 27.1
4 192.0 163.4 30.5
5 186.1 157.5 29.4
6 190.1 180.0 33.6
7 191.9 151.0 28.2
8 192.5 112.5 21.0
9 189.0 123.7 23.1
10 192.0 120.0 224
11 189.1 134.4 25.1
12 187.3 132.8 24.8
13 192.0 140.3 26.2
14 188.2 146.2 27.3
15 192.7 153.7 28.7
16 192.6 155.9 29.1
17 189.8 149.5 28.1
18 191.0 151.5 33.4
19 187.5 145.6 32.7
20 186.8 147.3 42.7
21 187.3 121.3 40.0
22 185.8 142.3 36.9
23 189.5 138.0 43.7
24 191.2 143.1 34.0
25 190.9 133.9 32.3
26 191.0 144.8 34.8

DENENELB>TwD, DBTEy bTEWA T+
A= ar Ly dEFOR-b T+ FEHELLL, T
ty MEEIANOBBREEELR— N7 4 T ORE
(LIZATROREE Lz,

51T, F2 X, WM X o TREHE GA_L &
FEGCGAAlDA 7+ A= a s Ly FOEMENIED S
C ey A, WEHIE GAL Ty MEIRFETE
L7202 GA OFIMEALERIEA L, oz —
FEELE TG 2 % 75, M) GA all I3 EARER O3
NCTOREEST 1y M ERTED SH2FA—EETH 5.
SRERBERENO A Y — M T AAERE GA1 I LT,
[Ffl—DO®WFE,H A Y — b3 2 AEHE GA_all DFEFL
BWHIRIZ, GA 250 % SMEREREEM 1@V TWn e
WIEHNBERTHLEZEZLNL., TNIZDOWT, ROR
BB LCERNAZHS 2T 2 LESH Y, 45
DEL T 5.

4.2 BER—-bT7x0A

BEREASDT Xy MDY M = 1000 DFBEIZOWT, GA
EARMEHE GALICE D IESNR— b7 4 ) F OFER
FREBEOFME T 5.
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R4 Thy MOEMEREEERD LSRR - R/ME

Table 4 Overlapping rate of selected assets and maximum and minimum weights.

I | R WM (BeBRLT ) wME (BB )
GA HAEH E GA1 GA FafiEH) € GA_1
1 0.36 2.73E-02 3.83E-02 7.00E-10 4.67E-06
2 0.40 3.06E-02 3.90E-02 0.00E+00 4.47E-06
3 0.41 3.23E-02 3.16E-02 1.60E-09 7.86E-06
4 0.43 2.33E-02 4.69E-02 7.30E-09 1.13E-05
5 0.40 3.73E-02 4.37E-02 0.00E+00 6.08E-06
6 0.44 2.42E-02 3.07E-02 1.70E-08 2.23E-05
7 0.35 3.26E-02 3.18E-02 3.00E-10 2.47E-05
8 0.43 5.38E-02 4.06E-02 6.00E-10 1.95E-05
9 0.44 6.71E-02 2.88E-02 0.00E+00 3.09E-06
10 0.35 3.89E-02 3.79E-02 4.80E-10 7.04E-06
11 0.38 3.05E-02 3.50E-02 3.00E-10 1.59E-05
12 0.38 4.38E-02 3.77E-02 1.00E-09 4.14E-05
13 0.44 2.32E-02 2.78E-02 6.00E-10 1.29E-05
14 0.38 3.49E-02 3.25E-02 6.20E-09 5.57E-05
15 0.44 2.78E-02 3.29E-02 3.90E-09 1.45E-08
16 0.45 2.88E-02 2.78E-02 5.40E-09 1.26E-06
17 0.40 3.94E-02 3.69E-02 1.80E-09 1.90E-05
18 0.45 2.85E-02 3.32E-02 6.80E-09 1.05E-05
19 0.35 5.96E-02 3.09E-02 0.00E+00 1.40E-05
20 0.46 1.73E-02 3.93E-02 1.00E-09 3.20E-06
21 0.44 3.37E-02 5.13E-02 1.00E-09 2.59E-06
22 0.39 2.15E-02 3.30E-02 4.40E-09 3.00E-06
23 0.40 1.36E-01 4.04E-02 0.00E+00 7.54E-07
24 0.44 4.99E-02 4.28E-02 2.00E-10 2.44E-05
25 0.37 8.21E-02 3.55E-02 9.00E-10 3.00E-06
26 0.38 4.17E-02 3.98E-02 3.00E-10 1.44E-05
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