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Abstract

Purpose: Diversification is an essential component of risk management in the investment field. Among the various
methods at hand, the establishment of an equal-weight stock portfolio is widely acknowledged as a simple and efficient
strategy. This research aims to introduce a new approach based on the equal-weighted stock portfolio strategy to enhance
its efficiency in managing risk and making financial decisions.

Methodology: The proposed approach integrates the equal-weight stock portfolio strategy with risk measurement and
evaluation tools. By employing common risk measures from the investment management literature, stocks are first
evaluated and screened. The remaining stocks are then used to form an investment portfolio using the equal weight
portfolio strategy. The risk measures utilized in this research encompass variance, standard deviation, semi standard
deviation, value at risk, conditional value at risk, entropic value at risk, drawdown at risk, conditional drawdown at risk,
and entropic drawdown at risk.

Findings: To evaluate the performance of the proposed approach, an experimental case study is conducted using
monthly historical data of S&P 500 index symbols. The results are compared with those obtained using the traditional
equal-weight stock portfolio formation approach. The empirical findings of this study carry practical implications for
investors and investment fund managers.

Originality/Value: This reseatch contributes to the field by offering an innovative perspective on stock screening and
investment portfolio formation, which can also serve as a valuable measurement criterion.
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Table 1- Descriptive statistics of the selected assets.

o5k ST 75% 50% 25%  (233b il Lo Iyl Sl
0.119808 0.010160 0.000944 -0.00714 -0.12865  0.017878 0.001118  AAPL
0.128573  0.008099 0.001224 -0.00622 -0.08390  0.015230  0.000768 ACN
0.177193 0.011024 0.001521 -0.00757 -0.16793  0.020235 0.001124  ADBE
0.108977 0.008498 0.000412 -0.00732 -0.09585  0.015536  0.000592  AMGN
0.141311 0.011202 0.001084 -0.00867 -0.14049  0.020896  0.001026  AMZN
0.096982 0.008008 0.000772 -0.00637 -0.09725  0.014492  0.000724 DHR
0.160524 0.009287 0.000819 -0.00711 -0.11101  0.017601 0.000801  GOOG
0.162584 0.009316 0.000960 -0.00739 -0.11634  0.017564  0.000795 GOOGL
0.156798 0.008765 0.000960 -0.00668 -0.10515  0.016851  0.001198 LLY
0.232824 0.012331 0.001070 -0.00948 -0.2639  0.023566 0.001024  META
0.220433 0.010446 0.000354 -0.00983 -0.24246  0.024150  0.000151 MHK
0.142169 0.009812 0.000868 -0.00678 -0.14739  0.017052  0.001134  MSFT
0.190281 0.014355 0.000448 -0.01181 -0.35117  0.028125 0.001292  NFLX
0.298068 0.016371  0.00220 -0.01149 -0.18756  0.029212  0.002366  NVDA
0.132931  0.009547 0 -0.00926 -0.14552  0.018831  0.000367 NWS
0.307624 0.011853 0.000189 -0.01288 -0.28353  0.027450 -0.000120  PARA
0.135294 0.010223 0.001212 -0.00801 -0.11826  0.017445  0.000806 TXN
0.141297 0.009985 0.000805 -0.00890 -0.13960  0.022307 -9E-05 VEC
0.295702 0.011505 0.000695 -0.00991 -0.19614  0.021981  0.000266 WHR

0.238811 0.012046 0.000811 -0.01142 -0.25725 0.023933 0.00053 ZION
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Table 2- Summary of the optimal solution.

EDaR CDaR DaR EVaR CVaR VaR MSV MAD MV
0.05642 0.07177 0.07911 0.03357 0.04196 0.04436 0.04117 0.04134 0.05267 AAPL

0.0577 0.04546  0.0398 0.07042 0.06668 0.06896 0.06811  0.0694  0.0736 ACN
0.02948 0.02355 0.02068 0.04509 0.05018 0.05049 0.05098 0.05301 0.04122 ADBE
0.12605 0.15071 0.15857 0.08131 0.08529 0.08723 0.08439 0.08175  0.1031 AMGN
0.02127 0.01597 0.01222 0.05321 0.02857  0.0257 0.03004 0.02891 0.02881  AMZN
0.06765 0.08166 0.08808 0.04291 0.05214 0.05381  0.0514  0.0511 0.08016 DHR
0.04439  0.0351 0.03019 0.06583 0.05621 0.05301 0.05683 0.05618 0.04779 GOOG
0.04448 0.03512  0.0304 0.06477 0.05643 0.05293 0.05679 0.05597 0.048 GOOGL
0.19789 0.21599 0.22268 0.09558 0.09232 0.08997 0.08965 0.08579 0.11084 LLY
0.02212 0.01732 0.01445 0.04004 0.04631 0.04398 0.04609 0.04837 0.03359 META
0.03752  0.0426 0.04352 0.04312 0.05814 0.06479 0.05735 0.06246 0.05397 MHK
0.06494 0.05163 0.04661  0.0536 0.06246 0.06123 0.06236 0.06238 0.05804 MSFT
0.01134 0.00849 0.00685 0.02358 0.02221 0.02091 0.02229  0.0222  0.0159 NFLX
0.01781  0.0144  0.0138 0.01863 0.02125 0.02035 0.02019 0.01935 0.01289 NVDA
0.05617 0.05901 0.06345 0.07522 0.06399 0.06697 0.06685 0.06513 0.06839 NWS
0.01729 0.01662 0.01617 0.03951 0.04512 0.04966 0.04546  0.0484 0.03218 PARA
0.05547  0.0452 0.04302 0.03073  0.0333 0.03205 0.0323 0.03143 0.03614 TXN
0.01118 0.00993 0.00893 0.04222 0.03055 0.03021 0.03233 0.03267 0.03086 VFC
0.02516 0.02443 0.02332 0.03491 0.03268 0.03146 0.03273 0.03266 0.03179 WHR
0.03568 0.03503 0.03814 0.04575  0.0542 0.05193 0.05269 0.05149 0.04006 ZION
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Table 3- Summary of the optimal solution.

Method  Mean SD  Sharp Ratio
1/n 0.0010 0.0251 3.85%
1/n + Risk Measure  0.0011 0.0232 4.76%
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