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In spite of theoretical benefits, Markowitz mean-variance (MV) optimized portfolios often fail to meet
practical investment goals of marketability, usability, and performance, prompting many investors to seek
simpler alternatives. Financial experts Richard and Robert Michaud demonstrate that the limitations of MV
optimization are not the result of conceptual flaws in Markowitz theory but unrealistic representation of
investment information. What is missing is a realistic treatment of estimation error in the optimization and
rebalancing process.

The text provides a non-technical review of classical Markowitz optimization and traditional objections. The
authors demonstrate that in practice the single most important limitation of MV optimization is
oversensitivity to estimation error. Portfolio optimization requires a modern statistical perspective. Efficient
Asset Management, Second Edition uses Monte Carlo resampling to address information uncertainty and
define Resampled Efficiency (RE) technology. RE optimized portfolios represent a new definition of
portfolio optimality that is more investment intuitive, robust, and provably investment effective. RE
rebalancing provides the first rigorous portfolio trading, monitoring, and asset importance rules, avoiding
widespread ad hoc methods in current practice.

The Second Edition resolves several open issues and misunderstandings that have emerged since the original
edition. The new edition includes new proofs of effectiveness, substantial revisions of statistical estimation,
extensive discussion of long-short optimization, and new tools for dealing with estimation error in
applications and enhancing computational efficiency. RE optimization is shown to be a Bayesian-based
generalization and enhancement of Markowitz's solution. RE technology corrects many current practices that
may adversely impact the investment value of trillions of dollars under current asset management. RE
optimization technology may also be useful in other financial optimizations and more generally in
multivariate estimation contexts of information uncertainty with Bayesian linear constraints.

Michaud and Michaud's new book includes numerous additional proposals to enhance investment value
including Stein and Bayesian methods for improved input estimation, the use of portfolio priors, and an
economic perspective for asset-liability optimization. Applications include investment policy, asset
allocation, and equity portfolio optimization. A simple global asset allocation problem illustrates portfolio
optimization techniques. A final chapter includes practical advice for avoiding simple portfolio design errors.

With its important implications for investment practice, Efficient Asset Management 's highly intuitive yet
rigorous approach to defining optimal portfolios will appeal to investment management executives,
consultants, brokers, and anyone seeking to stay abreast of current investment technology. Through practical
examples and illustrations, Michaud and Michaud update the practice of optimization for modern investment
management.

This edition includes a CD that contains a demo of the patented, internet-based optimization software



created by the authors at their consulting firm, New Frontier Advisors, which has been chosen to
cosponsor the new Harry M. Markowitz Award.
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From reader reviews:

Kevin Lemon:

Here thing why this kind of Efficient Asset Management: A Practical Guide to Stock Portfolio Optimization
and Asset Allocation Includes CD (Financial Management Association Survey and Synthesis) are different
and trustworthy to be yours. First of all reading through a book is good but it really depends in the content
from it which is the content is as scrumptious as food or not. Efficient Asset Management: A Practical Guide
to Stock Portfolio Optimization and Asset Allocation Includes CD (Financial Management Association
Survey and Synthesis) giving you information deeper and different ways, you can find any book out there
but there is no publication that similar with Efficient Asset Management: A Practical Guide to Stock
Portfolio Optimization and Asset Allocation Includes CD (Financial Management Association Survey and
Synthesis). It gives you thrill reading through journey, its open up your current eyes about the thing which
happened in the world which is perhaps can be happened around you. You can bring everywhere like in park
your car, café, or even in your means home by train. If you are having difficulties in bringing the imprinted
book maybe the form of Efficient Asset Management: A Practical Guide to Stock Portfolio Optimization and
Asset Allocation Includes CD (Financial Management Association Survey and Synthesis) in e-book can be
your alternative.

Penny Laughlin:

Information is provisions for people to get better life, information these days can get by anyone from
everywhere. The information can be a understanding or any news even an issue. What people must be
consider any time those information which is inside the former life are challenging be find than now is taking
seriously which one works to believe or which one often the resource are convinced. If you have the unstable
resource then you buy it as your main information there will be huge disadvantage for you. All those
possibilities will not happen throughout you if you take Efficient Asset Management: A Practical Guide to
Stock Portfolio Optimization and Asset Allocation Includes CD (Financial Management Association Survey
and Synthesis) as the daily resource information.

Dawn Fernandez:

As we know that book is essential thing to add our know-how for everything. By a book we can know
everything you want. A book is a list of written, printed, illustrated or even blank sheet. Every year was
exactly added. This reserve Efficient Asset Management: A Practical Guide to Stock Portfolio Optimization
and Asset Allocation Includes CD (Financial Management Association Survey and Synthesis) was filled
regarding science. Spend your extra time to add your knowledge about your technology competence. Some
people has distinct feel when they reading a new book. If you know how big benefit from a book, you can
feel enjoy to read a publication. In the modern era like today, many ways to get book that you wanted.



Jennifer Klein:

That reserve can make you to feel relax. This book Efficient Asset Management: A Practical Guide to Stock
Portfolio Optimization and Asset Allocation Includes CD (Financial Management Association Survey and
Synthesis) was vibrant and of course has pictures on there. As we know that book Efficient Asset
Management: A Practical Guide to Stock Portfolio Optimization and Asset Allocation Includes CD
(Financial Management Association Survey and Synthesis) has many kinds or genre. Start from kids until
young adults. For example Naruto or Private eye Conan you can read and think that you are the character on
there. Therefore not at all of book usually are make you bored, any it offers you feel happy, fun and unwind.
Try to choose the best book for you personally and try to like reading that will.
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