
An Alternative to Insurance: Portfolio 
Management

• Diversification of ownership 



From Crump 1874 book p. 94



A Later Insight

• If people are all like me, all calculating with the same data, 
all wanting to hold portfolios on the frontier, then then 
they all want to hold the same portfolio (and cash)

• So THAT HAS TO BE THE MARKET PORTFOLIO



Portfolio Diversification

• All that should matter to an investor is the performance of the 
entire portfolio

• Mean and variance of portfolio matter
• Law of large numbers means that spreading over many 

independent assets reduces risk, has no effect on expected 
return


