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Investment decision of oil & gas exploration and development based on
Markowitz's portfolio selectlon theory

WANG Zhen, WANG Ka1
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Abstract: The investment diversification in oil & gas exploration and development of upstream oil & gas industry was ana-
lyzed by using Markowitz's portfolio selection model. According to Markowitz's theories , managers should consider returns as
well as risk while they. make decisions. Firstly, an improved Markowitz's model was built on the basis of the assumptions of
exploration and development of oil fields. Then, two separately efficient frontiers based on invest budget limit or not were ob-

tained by using simulation data. The results show that the proposed model can be used to optimize oil & gas exploration and

development decision.
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