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Abstract

This project report aims to examine the relationship between risk and return across
different industries and analyze the risk diversification effects of a cross-industry
investment portfolio, focusing on Taiwan Semiconductor Manufacturing Company
(TSMC), Taishin Shin Kong Financial Holding, and Poya. Utilizing modern portfolio
theory and financial analysis methods, this study calculates the returns, standard
deviations, coefficients of variation, covariances, and correlation coefficients of each

company to further establish an optimal investment portfolio.

Furthermore, this study employs the efficient frontier, capital market line (CML),
and Capital Asset Pricing Model (CAPM) to analyze the effectiveness of portfolio
allocation and evaluate the risk and return performance under various asset
configurations. Empirical results reveal that the optimal portfolio weights are 48% for
TSMC, 34% for Taishin Shin Kong, and 18% for Poya. This allocation successfully
reduces the portfolio's standard deviation to 1.3153%, demonstrating effective risk
diversification. Moreover, the CAPM evaluation indicates that all three stocks possess

the potential for excess returns.

Based on these findings, this study suggests that investors adopt an "aggressive-
defensive" asset allocation strategy in practice. The research results can provide
investors with an investment allocation reference in a volatile market environment and
allow for dynamic adjustments based on personal risk attributes, thereby enhancing

capital utilization efficiency and risk management capabilities.

Keywords: Risk Diversification, Investment Portfolio, Efficient Frontier, Capital

Market Line, Capital Asset Pricing Model (CAPM)
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