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APPLICATION OF LARGE DEVIATIONS METHOD
IN THE PORTFOLIO

WANG Kai-hong
(School of Mathematics and Statistics, Wuhan University, Wuhan 430072, Chma)

Abstract: In this paper, we study the discete-time optimal portfolio when the risky asset

price growth rates are i.i.d., and the investment decision depends on the previous changes of the
risky asset price. Large deviations method is used to prove that the average logarithmic yield
satisfies the large deviations principle without the bounded hypothesis of the yield series in this
case. It gives the calculation method of the optimal portfolio, and calculations of the specific
examples are carried out by MATLAB.
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