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Abstract:

We establish a cost efficiency principle that allows to characterize the optimizer
of general portfolio optimization problems in distributional terms: The price of
a cost-minimizing strategy is identified as the minimal superhedging price of
random variables dominated in convex order. This result relies on a minimax
theorem on the cone of nonnegative random variables and lends itself to a wide
array of applications, such as the distribution builder approach to portfolio
optimization, the evaluation of the performance of hedge fund managers and the
re-interpretation of results of behavioral finance in classical terms. This is joint
work with Carole Bernard.
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