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construction techniques/optimizations, various amounts of trading costs and simulated portfolio managers
with diFerent skill levels are considered. The key finding is that DCC models do indeed oGen perform
significantly better than other risk models if our objective is to monitor risk. But if we use DCC models in a
portfolio optimization context, there exist simple models, like the sample covariance, which perform better
indicated by many financial measures. The results of this thesis indicate that active risk control or trading
should not be based on DCC models due to much higher portfolio turnover values and consequently much
higher trading costs induced by DCC models. However DCC models are recommended if we want to observe or
estimate general risk levels in the markets, like standard risk management departments in the practitioner
community do as means of reporting. A further important finding is that not only do simple risk models but
also simple portfolio constructions oGen perform at least as well as more complex techniques. OGen the most
robust portfolios are based on simple techniques, producing best return-risk tradeoFs and best risk-control
opportunities. Possible reasons are additional estimation error and higher turnover, hence higher trading cost
through portfolio weight instability. But simple constraints which only slightly increase...
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