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Abstract: In classical portfolio selection models, variance is an important parameter. However, it is not suitable
for risk measure. To address this issue, this paper develops a generalized Omega ratio-based portfolio selec-
tion model by using a D-vine copula-quantile regression to estimate complete joint probability distribution of
portfolio returns. The efficacy of the new method is illustrated through empirical studies on global energy
markets and Chinese stock market. Two practical portfolios are constructed on three kinds of commodities and
five stocks respectively. The empirical results show that the generalized Omega ratio-based portfolio selection
model via D-vine copula-quantile regression is able to investigate and simulate the dynamic features of finan-
cial assets returns. Consequently it outperforms the others in terms of producing higher values of Sharpe ratio

and generalized Omega ratio.
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RIRA 12.86 —0.07 —19.11 7.81 7.41 —0.16 613.84*** 106.10***
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Table 2 AIC values of quantile autoregression model
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£ 0.5 2612.34 2611.59 2612.35 2613.24 2615.11 2614.18
S 0.5 3295.59 3297.57 3299.57 3301.52 3298.97 3300.34
RARA 0.5 3596.71 3 598.55 3597.89 3599.07 3600.28 3600.73
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copula-GARCHZE /5 ¥4 Et, D-vine copula-QR 77 £ IAICIE 5 /), Ui B H AL & WUR 4, B&E & T % 2 4
ST P ARG A AR, B, MAHIRE5 MK, D-vine copula-QR /5% FID-vine copula-GARCHZK 7
TRRIEEAR L, T SR B E(C o) FRMAIR IR R(Cy ) SRR ZUC 512) Z B S5 K 9% R 55
1)3% A FH Gumbel-copula. Clayton-copulaflGaussian-copulaiff 17 &, HAH I R E 537 741.04. 0.19F10.07, &
AF B SR Ji 3ol B) A7 E AR b AR DG, TR A AR SRR AE SRR RR N BB AH S, AR R SR B A7 £ 5T
FREDREHA DI, IXLeAH O EE 1, B L e A o 5= .

3 vine copulalR B {EIHEER
Table 3 The estimation results of vine copula function

i 12 &X Cia Al
copula p1,2 copula p2,3 copula P1,3)2
D-vine copula-GARCH-N Gumbel 1.04 Clayton 0.15 Gaussian 0.62 —13.03
D-vine copula-GARCH-t Gaussian 0.07 Clayton 0.14 Gaussian 0.06 —12.71
D-vine copula-GARCH-SGED Gaussian 0.07 Clayton 0.14 Gaussian 0.06 —12.68
D-vine copula-QR Gumbel 1.04 Clayton 0.19 Gaussian 0.07 —21.90
C-vine copula-GARCH-N Gumbel 1.04 Gaussian 0.07 Clayton 0.14 —5.93
C-vine copula-GARCH-t Gaussian 0.07 Gaussian 0.07 Clayton 0.14 —6.18
C-vine copula-GARCH-SGED Gaussian 0.07 Gaussian 0.07 Clayton 0.14 —5.72

C-vine copula-QR Gumbel 1.04 Gaussian 0.07 Clayton 0.19 —5.08




76 4 TR %R 534 %

43 HERBRRERITW

437118 FD-vine copula-QRA%: 2 fID-vine copula-GARCHZEAR Y 4 F A 45 | [y AR AR SR (R B 20 AT,
T A5 FH B AL AP, 75 2% Sharpe b R H A BER AR 5T L Omegal & B AR 34T SR A, SEIL 2 % P~ &

EHA BB ELEFEF, ]G = 1 000, % B Jo AR ot 2 MR 2 28 LIS T 1.1% G H
FE AR A 2). B 30(1), 7T PABEAT Sharpe b < 241 & BT A R B A AK, 45 21K 2 85 (8 A e AT Sharpe b
Z. RGP Fn, b RS DOESENIEANF], T L Omegalt 240 & B R E ARG WA A, 2
HE 3 22 P S B2 RS OB S U L B, AR SCHUARS: RSB S40 € (0, 10]. SIE A, BERRO0. T — AN ME, 78—
AME T AT X Omegatt 22 H G FAE AL, 45 573 1) WAR4FN 2.

x4 AFERMAGHRE

Table 4 The optimal portfolio selection of assets

o Sharpe bt % J” X Omegalt 2 4 A5 B
R " HA AR A=05 A=1 A=15
s
wi w; wj Value wy w; w;z Value wy wi w3 Value wy w; w3 Value
13 0 0 1 -—-043 0 0 1 012 008 0 092 —-040 0.36 0.14 0.50 —0.85
Dovi 24 0 0 1 —-044 0 0 1 011 0.08 0 092 —-041 0.37 0.13 0.50 —0.85
-vine
34 0 0 1 —-044 0 0 1 0.11 0.01 0.01 0.98 —0.41 0.38 0.12 0.50 —0.85
copula-GARCH-N
44 0 0 1 —-044 0 0 1 011 0.01 0.01 0.98 —0.41 0.59 0.29 0.12 —0.85
54 0 0 1 —-044 0 0 1 0.11 0.01 0.01 0.98 —0.41 0.6 0.28 0.12 —0.85
1 1 0 0 -0.36 1 0 0 019 078 022 0 —-0.35 0.02 097 0.01 —0.66
Dovi 21 1 0 0 -0.36 1 0 0 019 078 022 0 -0.35 0.07 097 0.01 —0.67
-vine
34 1 0 0 -0.36 1 0 0 0.18 078 022 0 -0.35 0.02 098 0 —0.68
copula-GARCH-t
44 1 0 0 -0.37 1 0 0 0.18 079 021 0 -—-0.35 0 1 0 —0.68
5 1 0 0 -0.37 1 0 0 0.18 0 1 0 —-0.35 0.28 0.67 0.05 —0.67
1 0 0 1 —-045 0 0 1 018 097 0 0.03 —0.25 0.90 0.10 O —0.59
Dovi 24 0 0 1 -045 0 0 1 018 097 0 0.03 —0.25 097 0 0.03 —0.59
-vine
34 0 0 1 -—-045 0 0 1 017 098 0 0.02 —0.25 098 0 0.02 —0.58
copula-GARCH-SGED
41 0 0 1 —-045 0 0 1 017 099 0 0.01 —-025 098 0 0.02 —0.58
5 0 0 1 -—-0.46 0 0 1 0.17 1 0 0 -025 099 0 0.01 —0.58
1 0 O 1 -041 0.01 0.01 0.98 0.27 0.01 0.01 0.98 —0.14 0.01 0.09 0.90 —0.53
Dovi 247 0O 0 1 -0.33 0 0.01 099 043 0 0.07 0.93 0.07 0 0.07 0.93 —0.29
-vine
34 0 0 1 -027 0 0 1 036 0.03 0.13 0.84 0.01 0.03 0.13 0.84 —0.30
copula-GARCH-N
434 0 0 1 -030 0.02 0.05 093 0.39 0.02 0.11 0.87 0.07 0.02 0.12 0.86 —0.23
58 0 0O 1 -030 0.01 0.06 093 0.35 0.01 0.11 0.88 0.02 0.03 0.11 0.86 —0.29

i wi s wi Mwy AR MR IR R AL E; Value 73 53R 7R Sharpe bk 3 51 X Omega H3K.

KA T AEA R F0I H N & J7 7550 Sharpe b Z 240 G # A 5T X Omegalt Z6 2H & $5 T2 A5 A SR i 45
R, FEAHE: HAUAE. Sharpetb LUK X Omega tL&. R TRTE, RE 7T RERESHN = 0.5\ =
THIN = 1.5(5 RSB R 3« KRS A 37 25 Al XURS: DO 3 — PR &S AH G RO T L Omegalbl %6 2H & #8051 40
At g A, AR SN, HiSharpe bt Z 240 & # RS T 5, 56—, AR TN AN, & 7775 1S s A
BE BC B K AR A [F](FRD-vine GARCH-t 772 41), #R&EH T RIRMLE L), WA IR H LI 73 B 5 it 2
H i, 55—, R R I N, 2T D-vine copula-QR /7 7% 15 2| [f] Sharpe Lt % 3 A K FD-vine GARCHZE 77 7%,
KIFFTE LT G E, 0T LA A R RS A B e 25, 3t L Omega LU 32 S BB AL S T 5, 26
—, TEATZ TII A Y, A [R] RS PR 2 0\ T 2 T D-vine copula-QRJ7 74 i 4 A& $ 5 i AN FE i B 5 D-vine
copula-GARCHZE J7 & T AN[F, & J7iE1E 0 U # 9% E 3R R 4F; 55 =, FE4E = BUH N, 2& TD-vine
copula-QR 7 ¥£43 2 #1) X Omega bt #15) K FD-vine copula-GARCHZE 5 v2:, i BH HI & 7] AHUIS A AH &
BTG

B2k TS = 1,2, 3,4, 50 & TR G L) X Omegalt 2 5 XS JRESHNZ R &, B
RS2l | KRR 2R L AR 2R A HR R 28 40 Il AR K D-vine copula-QR . D-vine GARCH-N. D-vine GARCH-tFID-vine
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% ik, W] LA K ID-vine copula-QR7J; 2 7 5 B4 41L& Fl 2H & $5 9% 1 53X A J7 [ 4B AR T-D-vine copula-
GARCHZE 7%, M 345 4T 40 A ¥ FRCR. Ak, {# I D-vine copula-QRJ7 V%, BE#SIE M) L Omegall %
G P TR IR A AN [ XU A 4 PR 23R, R AT DASRAS BN BRAR AR e A S BT &5 2R, Sk, ASCb ks 15
T-D-vine copula-QR7J7 £ L Omega bt 3% 2 & $5 T AR 1) B AL ERL i B A O, &5 SR UL IEI3. B3 27 1 il
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Fig. 2 Relationship between generalized Omega ratio and risk aversion parameter A (three financial assets)
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Fig. 3 Relationship between w7, w3, w3 and risk aversion parameter A based on D-vine copula-QR method (three financial assets)
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Fig. 4 Relationship between generalized Omega ratio and risk aversion parameter A (five financial assets)
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Fig.5 Relationship between wy, w3, w3, wy, wg and risk aversion parameter A based on D-vine copula-QR method (five financial assets)
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