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An Optimal Portfolio Selection Model with Transaction Costs
under the Constraint of Higher Moments

CHEN Zhi-j wan"’, YE Zhong‘xing2
(1. Department of Finance , Xiamen U niversity, Xiamen 361005, China;

2. Department of Mathematics, Shanghai Jiaotong University, Shanghai 200240, China)

Abstract: A portfolio selection model with transaction costs under the constraint of higher moments such as
skewness and kurtosis was discussed. The original model was transferred to a single objective optimization
model. Using linear approaching method, this model was transferred approximately to a linear program-
ming model. A numerical example was given. Finally, the relationship between the objective and the
parameters was discussed.
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