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Abstract

For decades’ researchers have been trying to describe how banks decide about
their revenue and liability structures to optimally meet the objectives of
shareholders and management. There are various motivations for
understanding this decision-making process. From a bank’s perspective, it is
crucial to benchmark its revenue and liability structure in an automated,
algorithmic process, even though the ultimately applied strategy is an outcome
of the board-level debate. It can be part of the decision support system. Our
perspective is a macro-prudential one. We aim to find an appropriate
description of banks’ optimal policies to study the relationship between
funding structure on one side and lending activity and securities portfolio
restructuring on the other side. Within such a framework, possible reactions
of banks to changing market conditions can be modeled. The optimization of
revenue structures is incorporated into macro stress testing toolkits employed
by central banks and supervisory authorities.

Revenue portfolio selection is concerned with the allocation of capital among
various asset classes, such as bonds, stocks, cash, and loans by commercial
banks. The corresponding decision model and theory are called the portfolio
selection model and investment portfolio theory, respectively. Choosing the
best project portfolio out of a given set of investment proposals is a common
and often critical management issue. Decision-makers regularly consider
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multi objectives and often have little a priori preference information available
to them. Given these constraints, they can improve their chances of achieving
success by following a two-phase procedure that first determines the solution
space of all efficient portfolios and then allows them to interactively explore
that space. For this reason, project selection is essentially an optimization
problem.

The optimal structure of banks’ assets is an interesting problem both from
banks’ management and regulatory perspective. Banks may want to
benchmark their asset structure by a theoretically optimal, model-based one
which may be a convenient way to quantify the complexity of the relationship
between different balance sheet categories. From the macro-prudential
perspective, it is crucial to predict how banks may respond to some adverse
macro-financial scenarios considered by central banks and supervisory
authorities. The optimization-based analysis of banks’ asset structures is so
far not present in the stress testing tools which are one of the most important
components of the macro-prudential toolkit. The proposed model allows for
analyzing theoretically optimal behavior of banks in adverse market
conditions, which is a novelty in this respect. This modeling approach gives
the theoretical background for studying macroeconomic developments. One
important aspect of banks’ responses is the deleveraging risk implied by
unfavorable developments in banks’ economic environments.

A portfolio is a collection of stocks held by an institution or individual which
may be more reliable than an individual stock. Investment in the portfolio may
be less risky with less gain as compared to an individual stock, but deciding
to choose the best portfolio by the decision makers as either investor or
financial manager. Portfolio selection is a process of choosing which assets
and in what proportion will best respect the investor's preferences for
achieving an expected return with minimum risk. To face the complex market
competition in the extremely competitive business environment, financial
institutions try their best to make an ultimate policy for portfolio selection to
optimize investor returns. The risk was quantified such that investors could
analyze risk-return choices. Moreover, quantification of risk enabled investors
to measure risk reduction generated by diversification of investment. So it is
essential to diversify the investment that is essential to create an efficient
portfolio. The researchers are always investigating to enhance the framework
by applying sophisticated quantitative or qualitative techniques. A portfolio
selection problem may be considered a multi-criteria decision-making
problem, where the portfolio may consist conflicting nature of criteria. AHP
is a very popular method utilized by researchers in many domains like
engineering, science, etc. One is to use a multi-criteria decision approach to
choosing the optimal system.
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The present study aimed to optimize the income basket of Ansar Bank, and
for this purpose, the main objective and collective purpose of Ansar Bank have
been identified. Then, in sub-descriptions, each objective is considered as a
function of income basket items and the coefficients of these substructures
were estimated using the analytical hierarchy process (AHP) econometric
method and linear planning method. The main purpose of the complete linear
planning model will form. The results show that the benefit of optimal
granting facilities in the Ansar Bank's income basket is 64%, while the
benefits of granting facilities in the Ansar Bank's income basket are currently
72%. Also, the profit from investment and optimal deposit in the income
basket of Ansar Bank is 22 percent, which is currently 14 in Ansar Bank's
income basket now. The requirement for its optimal level in the income basket
of the Ansar Zero Bank is obtained, while the boundary in the income basket
of Ansar Bank is one percent. There is also an optimal amount of fees in the
Ansar Bank's income basket of 11%, in which the Bank of Ansar Bank is 7%,
and the optimal amount of profit derived from currency exchanges is 1%, and
this is also in the Bank of Ansar Bank exchange to 1 percent. The optimal
amount of other income in the Bank of Ansar Bank is 1%, while its share in
the income basket of Ansar Bank is 5%, and this percentage should be
reduced.

Keywords: Optimization, Portfolio Revenue, Linear Programming Model.
JEL Classification: C02, C53, E43, G17.
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