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A Robust Optimization Approach for Portfolio Selection Problem:
The Case Study of Tehran Stock Exchange
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ABSTRACT

In investment problems, the asset returns are uncertain. If the asset return consider as the certain value,
the selected portfolio is not valid. Robust optimization is a tractable alternative to stochastic programming
particularly suitable for problems in which parameters values and their distribution functions are
unknown. In this paper, the cost of robustness is evaluated for the robust counterpart of the portfolio
optimization problem. In addition, most of managers prefer to handle a smaller portfolio of capital asset,
instead of large ones. It is allowed to investors to select the specified number of available asset for their
portfolio, by cardinality constraint. To evaluate performance of the proposed model, we constitute a
portfolio contain 10 asset of 50 companies stocks accepted in Tehran stock exchange. To determine the
expected return and risk asset, the time series information for 1380 to 1391 is used. In this model, we
found that total return of selected portfolio reduced, while the I" increased. The numerical results indicate
that this approach can be used for modeling the uncertainty in the portfolio selection problem, perfectly.
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