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ABSTRACT

This thesis compares the performance of three optimal portfolios formed
by Traditional Mean-Variance, the Capital Asset Pricing Model, and the Fama-French
three-factors Model (FF3F) with different numbers of historical observations based on
equities listed on emerging stock exchanges. The common portfolio performance
measurements were the Treynor and Sharpe ratios. However, comparing portfolio
performance across different methods based on the Treynor ratio was not an easy task.
Since portfolio beta is one of the key parameters in the Treynor ratio, the ratio thus
cannot be calculated for portfolios constructed by the Fama-French Three-factor
Model. This thesis proposed a solution to find an adjusted Treynor Ratio for all
portfolios. Additionally, a supercomputer or grid-computing is normally required to
construct a portfolio from a large number of assets. This prevents retail investors from
applying the modern portfolio theory to their investment strategy. This thesis
employed a technique called the Portfolio Re-Sampling Approach (PRESA) to enable
an 800 MHz computer to construct optimal portfolios from a large set of assets. An
optimal portfolio constructed by using the Fama-French three factors model with 3

years historical data was the best performing portfolio in this research.
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