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The worst—case scenario portfolio problem which has been introduced by Korn and Wil-
mott (2002) will be considered in this talk. In the setting of Korn and Wilmott, appro-
ximations for the optimal crash hedging strategy will be derived. Furthermore, the costs
and benefits of using the optimal crash hedging strategy instead of the classical optimal
portfolio strategy will be calculated. Additionally, we compute the efficiency of the op-
timal crash hedging strategy and derive the break even crash size, that is the crash size
where the investor is indifferent in either using the optimal crash hedging strategy or the
classical optimal portfolio strategy.
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