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Optimal Portfolios under
the Tail Mean-Variance Criterion

By Igbal Owadally

We consider the tail mean-variance criterion for optimal portfolio
selection. This is based on the tail conditional expectation (or expected
shortfall) and tail variance of returns. Landsman [Insurance
Mathematics and Economics; Journal of Computational and Applied
Mathematics] shows that, when the underlying return distribution is
multivariate elliptical, the criterion is a combination of linear, square root
of quadratic, and quadratic forms. We provide an improved closed-form
solution on the constrained minimization of this functional. This is
useful not just in portfolio optimization but also in tomography and in the
calculation of relative projections onto closed convex sets. We also
characterize the optimal portfolio as an optimal mean-variance portfolio
in the usual Markowitz sense.



