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ABSTRACT:

In this paper, the impact of combination of social and ethical (Islamic) criteria with financial ones for
building an efficient portfolio in Tehran Stock Exchange has been discussed. In this regards, besides
applying a multi-criteria decision making methods (AHP, TOPSIS), a new modified Risk—Return model
is developed based on Markowitz mean-variance model. Due to the increasing number of investors who
are willing to gain higher profits in addition to meet a sufficient social and ethical interest, this research
will introduce a suitable strategy for the selection of such portfolios for Iranian investors as well as
foreigners. At the end, it is shown that how, why and to what extent the consideration of social and ethical
criteria beside financial ones lead to decline in profitability of selected portfolio which not necessarily end
up with reduction in risk of portfolio.
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