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EVOLUTION OF DIVERSIFICATION MEASUREMENT 
APPROACHES FOR PORTFOLIO OF BANK ASSETS 
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Bogachenko I.

Drohobych State Pedagogical University named after Ivan Franko
The existing approaches to understanding the economic sense of the process of
portfolio diversification were delighted in the article. An overview of the main 
methods of constructing a well diversified of the bank portfolio was done. It is noted 
that up to day doesn’t exist a common understanding of the economic substance of the 
term «portfolio diversification». The same situation is with unified approaches to its 
measurement, which are constantly evolving under the significant globalization of 
financial and credit markets and the emergence of new financial instruments. 
Peculiarities of banks functioning require the development of special methods for 
evaluating portfolio diversification. It is noted that the key issues in the formation of 
efficient portfolio is the choice of risk measures or multi objective functions in 
optimization problems, formed as the result of usage many methods of creating the 
well diversified portfolios. The analysis measures the concentration of the assets 
portfolio, which are often used in international banking practice and lists their 
advantages and disadvantages. The measures the concentration of the assets portfolio, 
which are often used in international banking practice are analyzed and provided the 
lists of their advantages and disadvantages. The modifications of well known 
diversification measures of bank portfolio were proposed. It is emphasized on 
usefulness of the granularity adjustment usage as a measure of the banking risks 
concentration, which can be calculated as the difference between the unexpected loss 
of a real portfolio and infinitely granulated portfolio with similar risk parameters. It is 
shown that the earliest methods of diversification can be considered as the simplest 
because they are based on the physical addition to the portfolio of new assets; whereas 
current methods are provide effective diversification by means of the usage of 
optimization techniques, including modern portfolio theory. The article specifies that 
the next important factor to consider when evaluating portfolio diversification is a 
problem of correlation asymmetry. It is shown that the effect of diversification is 
extremely sensitive to the choice of risk measures, and although today there are quite a 
few alternatives such as VaR and CVaR, in practice and in scientific studies standard 
deviation and beta coefficient is mainly used.

Keywords: portfolio diversification, portfolio risk, credit risk, portfolio theory,
efficient portfolio.

109
 



105, 2016

.

-

[10], [9], 
[12], [13]. 

-

110 
 



105, 2016
              

i iwHHI 2                                                    (1)

iw -

                )(max iwD                                              (2)

wi:

                          
i iw                                                 (3)

SE,

                  ii i wwSE log                                          (4)

-

-

),( ipak

                   ),(
1

2
i

S

i i pakwHHI                                       (5)

5 5 0 2
1 0 2

i i
i

i

a ( a )p ,
k( a, p )

,
                            (6)

-a)·100 
2
iw

Standard & Poor's, 0ip

Moody's - Aaa,
Aa1, Aa2. 

111
 



105, 2016
–

    1

S

i
I w                                                 (7)

(granularity adjustment) 

Asymptotic Single Risk
Internal Ratings-Based (IRB) 

[13]. 

q X q –

1( )O
n n

1
2

q

n q q
q

x X

V L | x h xdGA L E L | X ddxh X E L | x
dx

        (8)

h(x) –

     V[L|x] – L

CAPM)

112 
 



105, 2016

N

-
(

113
 



105, 2016

- [4]. 

.

114 
 



105, 2016

ES (Expected shortfa VaR « »

« »
-

-

:= ( , )( )· ( )                                                   (9)= ( ( ), ( ))( ( ))· ( ( ))                                         (10)

115
 



105, 2016

« »

-

VaR CVaR

1. Evans, J. L. Diversification and the Reduction of Dispersion: An empirical analysis / 
23(5) pp.761-767.

2. Sankaran, J. K. On the Optimal Selection of Portfolios Under Limited Diversification / 

pp. 1655-1666.
3. de Vassal, V.  Risk Diversification Benefits of Multiple-Stock Portfolios /                       

V. de Vassal // Journal Of Portfolio Management -39.
4. Denvir, E. The Performance and Diversification Benefits of Funds of Hedge Funds / 

Denvir, E., Hutson, E. // Journal Of International Financial Markets,Institutions & 
2006, 16(1) 4-22.

5. Bender, J. Portfolio of Risk Premia: A New Approach to Diversification. Journal Of 
Portfolio Management, 2010 36(2) 17-25.

6. Ang, A. Asymmetric Correlations of Equity Portfolios / Ang, A., Chen, J. // Journal of 
pp. 443-494.

116 
 



105, 2016
7. Adam, A. Spectral Risk Measures and Portfolio Selection / Adam, A., Houkari, 

-1882.
8. Brandtner, M. Conditional Value-at-Risk, Spectral Risk Measures and (Non-)

Diversification in Portfolio Selection Problems – A Comparison With Mean-Variance 
37(12) 5526-5537.

9. Chollete, L.  International Diversification: A Copula Approach / Chollete, L., de la 
Pena, V., Lu, C. // Journal Of Ban -417.

10. Green, R. When will Mean Variance Efficient Portfolios be Well Diversified? / Green, 
-78.

11. Corvalán, A. Well diversified efficient portfolios // Alejandro Corvalán / Central Bank 
of Chile. Working Papers N°336. Diciembre 2005. – . 15. 
http://www.bcentral.cl/eng/studies/working-papers/pdf /dtbc336.pdf

12.
–

13. Gordy, M.  A risk-factor model foundation for ratings-based bank capital rules/ 

M. Gordy // Journal of Financial Intermediation. 2003 P. 199-232.

 

 

117
 


