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0o ABSTRACT O

Traditional portfolio optimization strategies face significant challenges in fragile financial
markets due to the scarcity of reliable data and acute sectoral concentration. This study
aims to evaluate the effectiveness of the naive diversification strategy (1/N rule) in
reducing portfolio risk within a fragile market environment, represented by the Damascus
Securities Exchange, which suffers from banking sector dominance exceeding 70% of its
market capitalization. Using a bootstrap simulation methodology and Monte Carlo
simulation to generate thousands of investment portfolios, and analyzing the evolution of
risk measures (standard deviation, coefficient of variation, Value at Risk - VaR, and
Conditional Value at Risk - CVaR) as the number of stocks increases, the results show that
naive diversification is effective in reducing risk in the initial stages, with the majority of
risk reduction achieved when adding 15-20 stocks. However, the marginal benefits of
diversification dissipate after reaching a threshold ranging between 22 and 24 stocks,
where adding more stocks does not lead to a statistically significant reduction in risk
measures. The study finds evidence of "diversification traps” in fragile markets and
recommends that investors focus on the quality of diversification rather than merely
increasing the number of assets, and avoid exceeding 23 stocks in their investment
portfolios in the Damascus Securities Exchange.
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saxy ganal MY agu) e 220 al 4 e (Effective Diversification Threshold) aysull Jledll aal)
138 20y aeull 22 30l o ixg 1385 . (p 2 0.05) Lilias) Lysine ye 0" — 1 4l 3 paall po 430l
ailig U slaa) Clua 5 2y .kl s 8 dglas) AND @b 5 Gusale Guad ) g2 ¥ 2al)
.Real Statistic iilasy) ujall aa Microsoft Excel alaaiuly Zysusall p dad sldie) aa cdaal) dadlly
((25vs24 N4 vs3 () Llliie Ajlae 22 chaY dam IV gl e lad il Hsels Jlain) a5asl Bl
Jae A2 gsiwe e (Bonferroni correction) gjbis musaal aladinl dpubea Jdad ela) o
S Lee oot LS gy At clial) o gl cpelaly ol Alie (e U ((0.0023 = 22/0.05)
Jgobl) 48 45 e

Ahdaally 45)lie aaa JS e Al i) (8 (apanll dans Jilady Glea 23 G Lo ) A8l L

sl Apan) 5a8lal) il Gl g cpgasd DN Cld Eyal)

05 A eI aally o RIS (m s Al o3 ol LS e 0 Y Al o3 2 (3ley Lad
i) (838G 0 Y 8 LY A oy el

Aalially il —4
52kl agudl] Ll (ailadl) . 4.1
(eied Gms (o3 Aapaall 25 1) agudl) Agliany) ailadll (asd & ckiladll Jidas ) Jay) J8

A i ) ALY ¢ps SV (g)lonall Cabai¥ly gyl el Tanisia ) Jpaall (adly Ll 31,00
calagysill Ak e U Jarque—Bera

(%5 QYA gsiwa*) Jarque-Bera jlLidly Ldagll clslaay):] Jgaall

(p-value) | Jarque-Bera % | R% | Stock
* (.00 2557 | 1727 | 4.70 1
0,00 254747 | 310 | 0.74 2
*#0.00 5850 | 13.49 | 4.91 3
*0.00 14.85 | 11.66 | 3.89 4
*#0.00 90.33 | 18.61 | 3.92 5
0,00 44.85 | 1476 | 5.43 6
#0.00 62259 | 491 | 093 7
0,00 22.05 | 1556 | 5.06 8
*#0.00 237582 | 21.73 | 6.34 9
*0.00 9007.91 | 11.38 | 1.45- 10
*#0.00 1594 | 18.96 | 4.80 11
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*0.00 93.99 | 16.63 4.18 12
*0.00 135.35 15.47 4.13 13
*0.00 6471 | 1543 | 3.89 14
*0.00 12238 | 1822 | 5.8 15
*0.01 838 | 1841 | 297 16
*0.04 6.32 16.91 2.51 17
*0.00 250.57 11.20 3.93 18
*0.00 34.56 | 15.55 2.64 19
%0.00 23894 | 2599 | 9.97 20
*0.00 70577 | 2848 | 7.34 21
*0.00 117.81 15.95 4.68 22
*0.00 39.57 | 14.82 5.79 23
*0.00 66.70 | 19.32 6.47 24
*0.00 46.89 | 17.70 6.59 25

Gald) e ¢ uaal)

O Slall Jaussie sl Can ol Shalially Bsall (3 S 0l 3sa odhel T Jpaall e 2Dl
LS Lyl ool 8 1S le gt (uSny Lae «%28.48 5 %3.10 o g)bmall i1y «%9.97 5 %—1.45
P) %5 A2 s5ime die xphall aisil) i Y aga) aran dlse o S5 hamehla Hlaa) il ol Ll
Bl A (25U Bootstrap duleall caslud alasiul 5 Las ¢(value < 0.05

e z1s3) aan o alaall o3 Janigia o ) i (25%25) Bl )Y cDlalas Adsiias (ape dysraal
(Pl g Waill) e Uail) Al uSiny Lo oLV ) (o i (ssinne oy Les 0.54 &l (255 300 (o <sminal)
[13] (Driessen & Laeven, 2007) sl 2516 28005 Ao ju cons pusdy adl pall Jas gial) 138
P oAl ulia o agul) 2 il 4.2

Ao yral) Aagill (A Jalae ¢ gilmall Calad¥) Sl Ganlia Jangie sk (2) Jsaall s
Alaiad)) 8 g 2ae 3345 ae (CVAR 95% g piial) jhaall L jedl) Al VaR 95% il
claugid) o3l %95 A&l g ) Al

(%95 A& y9aa ) agel) 238 G JhalAAl) (uilie Jaagia 12 Jgaad)

%35 sie duiluaal Alya g3*

CVaRysy, | % VaRosy, v G % ® (W)
13.52- 8.57- (2.78-2.71)2.74 | (11.31-11.15)11.23 2,300 3
11.75- 775 | (248-2.46)2.47 | (1047 —10.41)10.44 | 12,650 | 4
10.57- 7.16- (2.34 -2.33) 2.34 (9.94 -9.92) 9.93 53,130 5
9.65- 6.68- (2.24 -2.23) 2.23 (9.57 - 9.56) 9.57 177,100 6
8.96- 6.31- (2.16 —2.16) 2.16 (9.30-9.29) 9.30 480,700 7
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8.41- 6.01- (2.11-2.11) 2.11 (9.09 —9.09) 9.09 1,000,000 | 8
7.95- 5.77- (2.07 - 2.07) 2.07 (8.93 - 8.93) 8.93 1,000,000 | 9
7.57- 5.57- (2.03 -2.03) 2.03 (8.80 — 8.80) 8.80 1,000,000 | 10
7.24- 5.40- (2.00 - 2.00) 2.00 (8.69 — 8.69) 8.69 1,000,000 | 11
6.96- 5.26- (1.98 -1.98) 1.98 (8.60 — 8.59) 8.60 1,000,000 | 12
6.70- 5.13- (1.96 — 1.96) 1.96 (8.52 - 8.52) 8.52 1,000,000 | 13
6.48- 5.03- (1.94 - 1.94) 1.94 (8.45-8.45) 8.45 1,000,000 | 14
6.27- 4.93- (1.93 -1.93) 1.93 (8.39 - 8.39) 8.39 1,000,000 | 15
6.08- 4.84- (1.91-1.91)1.91 (8.34-8.34) 8.34 1,000,000 | 16
5.90- 4.76- (1.90 - 1.90) 1.90 (8.29 -8.29) 8.29 1,000,000 | 17
5.73- 4.68- (1.89 - 1.89) 1.89 (8.25-8.25) 8.25 480,700 18
5.57- 4.61- (1.88 —1.88) 1.88 (8.22-8.21) 8.21 177,100 19
5.41- 4.54- (1.87 -1.87) 1.87 (8.18-8.17) 8.18 53,130 20
5.26- 4.47- (1.87 - 1.86) 1.87 (8.16 —8.14) 8.15 12,650 21
5.12- 4.41- (1.86 — 1.85) 1.86 (8.15-8.11) 8.13 2,300 22
4.96- 4.35- (1.86 — 1.84) 1.85 (8.14 - 8.06) 8.10 300 23
4.80- 4.24- (1.87 - 1.82) 1.84 (8.28 - 8.04) 8.15 25 24
4.76- 4.49- 1.84 8.37 1 25

S g Ll aag Y Gl dadd aaly dadas aagi N=25 1 4ally L Wlally Liall %95 480 agaa Jid (g G pal) 1idaadle®
£ald) ) o dseal

il Julas 4.3

S (DD aeady) ld Biladdl) %11.23 (e lapyl glamall Calai) ity g jbmall iy -

& oS alia) Gy (@liall Logiae ) 255 24 de OB ainy S cleg 23 xic %8.10

JEBY) Ly «(%21.6) Aysio ks 2.43 ey V) ity agmd 10 ) 3 (g0 JEYI ¢ I Jabyal
(%7) 1 Ak 0.62 aiey 4caiiy Legas 20 1) 10

G 2.74 e cdile sans ISV B Ge e @A) (DAY Jalae (it (CV) CBUAY) Jalas -
10 (e ddaine (6 i Cpuanll 138 e %80 lsa (3iays Aainall 50US 3 1S liat iny Lo ¢1.84
gl

b Uagale st auliall SIS 4els) CVaR 95% 5 VaR 95% jhill Lk jpal) dadl) Luplia —
@ %4.8= A ) %13.52- (e dxdsiall )ludll g Gias Al a0 %35 Touls (Jdl) hlis
S O G lalie e aall e asl) 508 (e 138 L Ayse Ak 8.7 laiey Camial g
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(el 223 Jailaall gaen Y agie 13ag calaa) wienl %4.38 Jsa Ly Ll (Jlay ailal) Jaugia —
) O L) 5,08 aga) Silse Jausie st adsiall ailedl Ul cdyglutiall (3sY) uiiy agl) de gena
o) sy 3B Vs o(pinal) e Aflplie Ao i
(Mann-Whitney U) 4dliall alaa¥) o (39,80 4ygina jlad) 4.4

shal & Ohlaall Cpuad 3 dane e ddiiadl ) 3Ll age 3il) sdie sl (g3 aal) yaail
Jilie n—1) Al alaa¥) g i Gulie IS Gilagys 4l (ol JE) Mann-Whitney U Ll
aad) aaad G_\S\} (p > 005) 4 gixall e llaal) gsj;‘ E‘)L-Ia\g\ & sti!b‘)\.s.d\ s p ?7*\5 uadly (3) Jganlly (n

& 3 otill Jlaall
4uia) clilaall Mann-Whitney U jLas) gl :3 Jsaal)
CVaR 95% | VaR 95% | (CV) iy Jalaa [ s keall il o) | 4 aal)
0.00 0.00 0.00 0.00 3vs4
0.00 0.00 0.00 0.00 4vs5
0.00 0.00 0.00 0.00 5vs6
0.00 0.00 0.00 0.00 6vs7
0.00 0.00 0.00 0.00 7vs8
0.00 0.00 0.00 0.00 8vs9
0.00 0.00 0.00 0.00 9vs 10
0.00 0.00 0.00 0.00 10vs 11
0.00 0.00 0.00 0.00 11vs 12
0.00 0.00 0.00 0.00 12vs 13
0.00 0.00 0.00 0.00 13vs 14
0.00 0.00 0.00 0.00 14vs 15
0.00 0.00 0.00 0.00 15vs 16
0.00 0.00 0.00 0.00 16 vs 17
0.00 0.00 0.00 0.00 17vs 18
0.00 0.00 0.00 0.00 18vs 19
0.00 0.00 0.00 0.00 19vs 20
0.00 0.00 0.00 0.00 20 vs 21
0.00 0.00 0.01 0.10* 21vs 22
0.00 0.16* 0.50* 0.12* 22 vs 23
0.03 0.16* 0.70* 0.40* 23 vs 24
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0.92* 0.50* 1.00* 0.46* 24 vs 25

ke st (b Aulan] AV (53 5t ) 358 o) AT s L) 0 51 4(P 2 0.05) um g 2 Lo i

Galll dae) g suaadl .l

comlidl (e el 08 e 3y ognll Jladll aal) aaat Sy 3 Joanll 8 Al bl e U
Apatlly a3l Laadls  Aggiee e Do pe DA 48 585 (N) sl 220 Jf s Jladll sl 3 ) Gaa
arn agu 21 (o L Sall Aninall (gylmal) Cihatl) djlie die ulS dygine Aylia AT Gl ¢glmall CalaD
Ladlaall g)lnal) Calad) A3lae die & o(p = 0.00) <l G (20 VS 21 ) ags 20 (s 43Sl Alaiadll
b5 e e a5 p =0.10 dad il (vs 21 22) Lages 21 (0 L35Sl Gl pa Lags 22 (30 435Sl
Ol Jlaall 8 s ) s o @ e ) sae sl ol s clega 21 sa Jladl) 2l ol
Agilianl ANa (53 S8 (g)leall Gl

22 ddaing A3lie die ilS (P = 0.00) Aysiee Ljlia HAT of Laadly ((CV) DAY Jabaal 4l
Lovie Logs 22 58 Jladll aall (s Jlls clld 2y (p = 0.495) dpgine e ol (21 VS 22) 21 s
agnd) dilial die CilS Ay gine A3jlie JAT G yladll Ao jeall dall dpally Ll L CDUAY) Jalaay ) (3lay
23 s Jladll 2l Gl adle s 25 agudl JIAy) die clS8 da g phiall laall L peall el dpally Wl (23
sl e 25

o3¢ Lapyis Ui Tagas 23 iy edibiadl) Hlalaall Gunlial Uity Lages 245 22 0 sl aiall f Ly
LOppaisall e 2aS lasldie] & 28 VAR b gmeds sl ae 38155 L€ e Slab cculdiall
OB i b ggine guad 25 Y Lagns 24 ) 21 aay o) Bilin) of o il plaes 3
(40-30 ) sshial) Glsu) 3 4y (pmsall 332l o LIS BB gt cllae Llass Tan Lagas 23 lie] oS5
sl (30 %90 e ST S Lagus 23 o LI LY e 2 Y ¢S5 .[6] (Statman, 1987) caus Logu
L33 (g Jia o lhill SN (e (a3 lly Aiel Blon) (b gl Sl Lasaaa (uSay 134 (ou)
OS5 & AR agu) aae 53l pe okt Aaniiiusall Gunlial) 8 Alalall oyl G Sl JS)
e 230 L olahy ye S 8 ity (el o) (aS Taaly gy L Jadladll
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Effect of Naive Diversification on Portfolio Risk (Damascus SE) - Joint Bootstrap

Standard Deviation with 95% CI Coefficient of Variation with 95% CI
] 28
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(Galdl slae) ¢ JSal) Adiaal) agad 335 Guua jhadl) (uplial Slad) Jadl) 1 Sl

Jblial) (it L Qs 4.5
Al ) Adadaally A3l (uliie JS 8 Adiaall il A s & cptill paall 3204l e gl
(Lgms 23 ¢ 20615 10) Apeasiyll LGl (ymny die pud 2D (g0 2Kl
dalida Aot cilygicna die JhlAal) B (adddl) L4 Jgaad)

23 s Gmidtl | 20 i gadsdl | 15 s gadial) | 10 s oadddl | n=10 e dadl | n=3 s dedl el
(%27.9)3.13 | (%27.2)3.05 | (%25.3)2.84 | (%21.6)2.43 %8.80 %11.23 @) i)
(%32.5) 0.89 | (%31.8)0.87 | (%29.6)0.81 | (%25.9)0.71 2.03 2.74 CEAY) Jalea
(%49.2) 4.22 | 4.03 (47.0%) | 3.64 (42.5%) | 3.00 (35.0%) -5.57% -8.57% VaR 95%
(%63.3) 8.56 | 8.11 (60.0%) | 7.25(53.6%) | 5.95 (44.0%) -7.57% -13.52% CVaR 95%

Cald) e} et jhaal

vie Giady Hhalial Genlie gues 8 S Gl e %80 (e SST o odlel 4 Jganll e Jaadls

il S5 olixa of S Laa o(3dlin) %3 (o ) Tan Tl i3 sy punil granmsy clages 20 ) Jnasl

el e S Ay s Ll 1aa3 (CVaR 5 VaR Jadll jhalie Gapliag (3lay Lads 2 aall 130 J8 (33a0
Tegms 23 e %63 ) CVaR b (miail) Joay Cus cgylenall Gl 43)lia

@bl Gt G aas cgsladial) sl <l (N=25) 3 saall Alainey (N=23) i) dladsal) 45l
Jaually Al ANS @3 e Agie dkas 0.27 @la (2 Jsaal) sl e %8.37 Jilie %8.10 b
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Y oad 5 13 Ay Al 0.20 (3l Gsad) Alaias mllal %4.76- Jilie %4.96— il cils (CVaR
Bila) Sae o3m 35 ol s clegu 23 vie snias sl W b Aal e Les codall o Gusale (38

LBy i) -5

b oesale (s ) o5 (N/1) z3ld) aosal) dagliind of Auhall L) clliag Al molil) el
@) Cibaiy) bl 2 L Aes dgaa e oK1 AL GBlHOU Bied B 8 Apleiul) Lailadl) jhlie
i Aty (g clagas 23 (e 435Sl adlall %8.10 L agnsd 3 (e 435Sl ailaall %11.23 (e Jablaall
(Markowitz, 1952) &iaall daisal) Gyl Al dpm i) daa S5 (@la) 138 %28 s cal,
cee Uil S5l AaLEIL anith Blpnd (B (Sn cAadinall e Hhlaa) Qi e asil) 5,38 ola [1]

i o) Aladaall A0S lalaalld casill say lalaall ) Josi ) (gsinal) ga olidU ) o e

(%8 s Lo giipe (gsinse e cojfind Uy ddliad) Glsd) 3 Al zalall Gy agi WS iall 0

(Bl G b WIS hladl (e SV gl U5 (Systematic Risk) dabiiall Shalaadl of ) iy 13

S alaiY) Jalsal) dia adlgll 3a ey lgie palddl) abiing ¥ - sladl die i = agull s

(Bekaert & 3))Sie dpm)ls ladal (myeh ) Aidgd) Blsudl Bhae G s csndl el o Lyl
.Harvey, 2017) [2]

Aol i) e 403 4lha sasil! Jladl) aal) 5.2

Effective Diversification ) ausill Jledll aall yaas Zuhall oda 8 dpeal <Y dagl)l (<o
Jsaall) s ole Jlia) il copelal L Il saaa aged A3LaY Lpaall 2l saey fas s3I (Threshold

lags 24522 0 b aa (G Jmasl) (n DRI Gunlie 3 Lgine Liadds (3ia3 aenll) 3] of (3
caaiinuall bl Cadlialy @llyg

(Statman, 1987) duhs .5yskiall @leul 8 ciluball 4] cilag Lee Lpage Caliss Lozl oda

b Logms 23) Sl Gl 138 L Jlad i (adl Tagms 40 ) 30 G Ly sl (a1 G3sud) B [6]

csill [ Apgane (uSally Sy s el Gl el 30l uSay Y (el 3 40-30 Jilie (3o
toshalyie Galale (s @) 3] i) juadills 4
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Wysms i) Al Aol 0 %70 (o ST o pmall el Ziaw alall e lbill 5850 0y

138 anly g Uad ) Lgadane & et — laaae 52 die s — Aaliall aeud) of i [14] (2022 ¢3S

Aaledls Lolaidy) Gleaall lgasas (fayai Cus dilee (o (Forced Correlations) dgpud culaliy) (3las
Uneaa) 3l gyl Al g . Lt

1— 1\ __
op =£Gz+(1—£>0'ij

I 2ad) 4 mamy 53 28d) () e Jsmms g2 (0) ASsakall il Jawsgia g 1) (b
Adsinal) e 4S5l Ghlad) ety Liege (il hlaall)

o SV eiall Aala@Vly L) il JSa il @l b L Aadsnd) hladl pla) sl

dahise cilelad o in — g (e 5al Aila) ol cplanad) o llid) s3a 08 Ladie s JAIKH jlala)

Bl ot 13l pusdy 13y LSS Ggaal) opami S Apallail) ilonall Alaiadll (i e JlE Y - L
.ag.u%!\ e by Jgdnae e day Aygiaa pe astill sl

laaay 265 (0.7) Jalo DU 4gyks dge caas Al [7] (Driessen & Laeven, 2007) 4 ae 43)lially

Y = Al sda b e JS Cang o Ol = (3ed e o il V) Jausgia o) ol (S el

die il Alaye ) Adaiadl) Joeagh . JSEN 1agr Loattiie aysiill a1 aaal) Jrad iS5 Lo Laiiige (365 of

dsase sa Lee dilina yha jalae o 3aaa Cileslea Canal Y ae! e apjall il Qi‘;'u,glag_u23
=il

Aakaal) jhaliall unlie e cliad) ool 5.3

aall O a8 L aadieal) hlad) (elie AL Caling el Jladl) aall o alaad 5yid) S o
Loaprall Aadll (il (Lagm 25) oad) aal) (IS s 8 cplmall Gabat) Gulial (L 21) )
tiage A2 Jany (bl 138 L(CVaR) ddag i) ylasll

Lulua ST (Tail Risk) dadll shlae of I s agn) e 5T aae Ja CVaR (sl il ()

Y e s die (Lhlaall hangidll eliall) (glimall Cibad¥) ey of aed L Adan il L (e gl

%5 ) lasybadl Toul 3 Axdgiall laall aaa Qi 3 - ol IS5 o5 — aalud s aged Aila) JI

O Ul ) of caelal A [15] (Longin & Solnik, 2001) duy il ae 38150 138 L (253 (e ()

lelu) il lagsin bt Al jlalie of iy Lea el o gaally cilad) ol a0l U Jad Jsusd)

0= CVaR b ALyl Gadaill iy o clogas 23 2n lan Tagane Cpuntll 138 iy o) pa . lgio Jasaill
o) 200 5005 Dlead) Ll e y5u Y Lee %3

Lapal) dpah 4l 1 (38as By B sl 1A 5.4
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Asgll 31 4 (Diversification Traps) 'musi a8 ssay Jon dubal) dpajd 350 il aexs

Copglal a8yl aag b ady 40D djles daie diliiae B agad) dae 5ol e of ol @ el

b 3y L ol (4 Jsaadl) Lagm 20-15 Y Jpasll i 35 (%80 (o SST) gl 251sh alana of il
Lol Balely Aaliall ALy IS 50 Y o Andals Clisat s

o &us ((Diworsification) "sgayl) ausil' mllaas [16] ( Lynch, 1989) 48 il L x5 1
& - bl Gl (B B sl G0 Taied Capcayg 2ilgal) Camiay S 090 Jeay) (e il dilia)
el Shall Gadl aad) Y e Al ae "ol aag )zl asil ey cBed Gsw (Bl
sl Ana sam Vs (Al )y duabd) lalaally i padl ¢ Uaill dian) by L
3a e (3855 25) Cugynall Gomad) aged 232 Jlan) (50 %92 sa JS (Legas 23) Tl dainall o DU e
Koy elil) e Tag ad Y 13s . golally dasall 3oud) ddaine ool (e g 23l astl) Al o Jiay
e Las ¢ 3uSHlly AbLael s A & JSS Ggadl ehdl 5 iV sl Gn aS (38 2ag Y 4l B )
Al dia a5l (@) (e aTinsal)

Shaldal) Jalia ailal) :ddadsal) 5o li€ 5.5

agill oda L Jablaall alasl paes e %4.38 Jea Ly Gl s silall Lagie of ddasdle agall (0
sl aldl gl bl dgslaadl GhsY) Guil gl degene (uit aadid Lblaal) apen oY Aadsie
5n aaY) S L adinall (e Ailpdie Ao Jiad aga) of Lallls agu) aaey i Vs 5yl aeadY) e danigia
S 2.74 (e Jaladl) s (miail 3 Lxile saag JSU R e e 3 (CV) CDURY) Jelae (puead
) bl Jilie dilad) ol 8 5e S ST compal ddaiadl o Jiny Lee %633 s 0y a1 1.84
Lasane Jon Aalal) Aagill 5y Laa cqusiill o (JY) Jabiall 3 Lad 3850 8oLl b cpuanill 138 . Lgleas
Jgaal) i)al)

LBl DA 5.6

otd Al Blad) 8 dpan Lae cud i€l sae Dongliind 230l uil of Zuhall oda il K5
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