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UsingDiversification to Construct Efficient Portfolios: An
Applied Study on Saudi Capital Market.
Dr. Galal . Elabd*
Business Administration Dept.

Faculty of Commerce - Alexandria University.

Abstract
The aim of this study is to apply the diversification approach in
constructing efficient portfolios that would beat the market’s
portfolio performance. The study has attempted to test a main
hypothesis 'There is no significant difference between the
suggested efficientportfolios’ performance and the
market’s portfolio performance.’
The study has been successful in producing portfolios that have
outperformed the market's portfolio performance in the Saudi
stock market, during the period from Y. .4 to Y.\Y¥.
T~test results revealed a significant statistical difference among -
the suggested portfolios' performance and the market’s
portfolio performance. According to these results the null
hypothesis was rejected, and the alternative hypothesis was
accepted. Frequently, these results advice portfolio managers
to employ Modern Portfolio Theory in constructing portfolios in
the Saudi capitai market.

Key Words: Portfolio, Diversification, PMT, Markowitz,

Portfolio Selection, efficient portfolios, efficient frontier.

* Associate Professor.
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