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The objective of this study is to investigate diversification patterns when the profits
are under uncertainty. This research studies five models when objective functions are
quadratic opportunity loss func"cion, cube opportunity loss function, biquadratic opportunity
loss function, fifth power opportunity loss function and piecewise linear opportunity loss
function and find optimal solutions for the five models.

The five models are based on the minimization of the expected opportunity loss. The
conclusion is that, for all of the five models, the weight patterns are nearly similar, and the
weight patterns of the first four models are symmetric around the midpoint.

The following two simple heuristics are investigated:

1. The diversification by using maximal time probability

2. Equal weight )

The two heuristics are compared with the optimal solutions from the five models by
employing the following two criteria:

1. Euclidean distance

2. Comparison expected opportunity loss base on replacement

The comparison shows that the equal weight heuristic seems more appropriate than

the maximal time probability.





