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Although the literature of dynamic portfolio selection is well developed in the theoretical aspect, the
practical implementation of such theories is limited due to the mathematical and computational complexity.
This thesis tries to fill the gap between the theory and the practice of dynamic portfolio selection by
considering a multi-period portfolio selection problem where risk-return parameters switch according to
unobservable discrete state variables, or regimes. The theoretical result is far easier to implement in
practice compared to existing models. Furthermore, the idea of switching between different regimes fits
well to the current market conditions, which market participants frequently refer to as risk—on, risk-off.
This thesis contributes to the existing literature of portfolio selection, from theoretical and empirical

aspects while maintaining practical implementability.
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