Homework 1

Please submit your homework by email.
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Q1
Do a survey (issuers, ratings, expected returns, etc.) of the government and corporate bonds available in the Hong Kong, China, and overseas markets. Download the data that you can collect. Recommend a portfolio of bonds with justifications and quantitative reasoning.

Q2
Research why using sample covariance matrix is bad for quantitative trading. Write a report.

Q3
Read “Portfolio Optimization when Means and Covariances are Unknown - Tze Leung Lai, Haipeng Xing, Zehao Chen”.
http://arxiv.org/abs/1108.0996

Q4
Using AlgoQuant, recommend a portfolio using Lai’s portfolio optimization algorithm. Compare your portfolio with the one constructed by the traditional Markowitz optimization algorithm using the same basket. Write a report on your findings.
	Some basket ideas: ETFs, bonds, bonds + equities, commodities

