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Build investment portfolios using stock performance model
Applied study on companies listed in Damascus Stock Exchange Market

Abstract

This research aims to build the optimal investment portfolio in the Damascus
Stock Exchange by using the Sharpe single index model. The main goal of the
investment portfolio is to reduce the amount of risk by investing in a group of
different assets and well-diversified portfolios, with the aim of obtaining the
highest rate of expected return at a certain level of risk, or vice versa. The
process of making a rational decision related to investment requires securities
analysis and study. Portfolio management process

Markowitz was the first to present a mathematical model for portfolio
construction and diversification, but his model suffers from many difficulties,
the most prominent of which is the large size of inputs it requires, in addition to
problems related to solving the quadratic programming problem and the model’s
inability to predict the risk premium of securities. Accordingly, William Sharpe
proposed the single indicator model, which is based on monitoring Continuous
market ndicators of stock prices.

Perhaps the most important advantage of the single indicator model is the
framework it provides for macroeconomic and financial analysis in preparing a
list of inputs that are critical to the effectiveness of the optimal portfolio.

The research came to confirm the importance of the Sharpe model in building
optimal investment portfolios, as a sample of 27 companies listed on the
Damascus Stock Exchange was selected during the period (2019-2023), using
statistical analysis of the financial data of these companies. The research
concluded that investment portfolios based on the Sharpe model are financially
better than the market portfolio, in addition to its ability to improve the
performance of the optimal portfolio compared to the market portfolio. The most
important recommendations were to direct all investors wishing to build the
optimal investment portfolio to use the single index model in building the
investment portfolio. Optimal because it simplifies the process of building an
investment portfolio

Keywords: investment portfolio, Damascus Stock Exchange, single index
model, Sharp.
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