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Why Not to Manage Risk and DB
Asset Allocation

Why to Manage Risk and DB Asset
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— Tepper-Black

— Smith-Stulz




Project Portfolio

Ex-Ante Discounting for Risk

— Level one discount

— Leve two cost




Ex-Ante Discounting for Risk

why not to

why to

Ex-Ante Discounting for Risk




Figure 1
Convex Risk Penalty
($ Millions)
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Binary Outcomes
+750 / -750
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Figure 3
Cost of Risk
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Figure 4
Cost of Risk
(Hedged)
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Figure 5
Symmetric Distribution
(Normal)
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Figure 6
Expected Cost of Risk
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Figure 7
Expected Cost of Risk
(Hedged)
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Figure 8
Expected Cost of Risk
(Reduced by Costless Hedging)
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Figure 8
Expected Cost of Risk
(Reduced by Hedging Beta)
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Figure 9
Concave Zone
($ Millions)
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Figure 10
Concave Zone
($ Millions)
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