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Optimization and Mathematics

We use functions to help us distiguish between the elements of the
set of available alternatives.

Alternatives to choose from
{x,y, z}

\

{f(x), f(y), f(z)}
Numerical values indicating (un)desirability

f is usually called objective function; however, other names, such
as cost function, loss function, fitness function, etc. may be used.
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Optimization and Mathematics

Example:
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Basic types of optimization problems

There are many different types of optimization problems depending
on the features of the objective function f and/or the set of
available alternatives.

The basic types of optimization problems are:

@ If the set of available alternatives is finite, then the problem of
finding the best element of that set is a discrete
optimization problem.

The problem of finding the best route from an origin to a
destination is a discrete optimization problem.
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Basic types of optimization problems

e If x is drawn from an uncountably infinite set (e.g., R), then
the problem is a continuous optimization problem.

The problem of finding the price of a product that maximizes profit
is a continuous optimization problem.
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Basic types of optimization problems

o If the set of values that x can take are restricted, then the
problem is a constrained optimization problem.

When trying to find the best allocation of investments in different
assets (portfolio optimization), we need to ensure that the sum of
these investments is equal to the total available capital.

Note that constrained optimization problems may be
continuous or discrete.
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Basic types of optimization problems

o If measurements of f(x) are affected by noise, then the
problem is a stochastic optimization problem.

In the portfolio optimization problem, the return rate associated
with each asset is a random variable, so the same allocation would
give different returns at different times. These kinds of problems
are stochastic optimization problems.

Note that stochastic optimization problems may be
constrained and continuous, or discrete.



Mathematical Treatment

Basics



Problem Statement

An optimization problem can be stated as follows: Given are a
certain set X and a function f which assigns to every element of X
a real number. The optimization problem consists in finding an
element x* € X such that

f(x*) < f(x) for all x € X.

The set X is referred to as the feasible set, and the function f is
called the objective function.

Typically, X will be a subset of the space R" and f will be
relatively regular (e.g., differentiable). The definition of X will be
based on systems of equations and inequalities called constraints.

24 /28



The standard notation used to represent an optimization problem

is:
min f(x)
subject to
g,'(X) 207 IGI:{l’vm}
hi(x) =0, je&={1,...,p}
where

x = (x1,X2,...,X,) " €R"
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Example: Studying for Finals
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Meetings & Contact

Instructor: Dr. Marco A. MONTES DE OCA

Office: 315 Ewing Hall

Phone: 302-831-7431

Email: mmontes@math.udel.edu

URL: http://math.udel.edu/~mmontes/teaching/UD/S14-MATH529-10.html

https://sakai.udel.edu/portal/

Office hours:  Mondays 5:00pm—7:00pm or by appointment
Meetings: Mondays and Wednesdays 3:35pm—4:50pm, 330 Purnell Hall
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Evaluation

The final grade components are: Homeworks, Exams, and a

Project.
The contribution of each component is as follows:

Component  Weight

Homeworks  30%
Exam 1 15 %
Exam 2 15 %

Final Exam 20 %
Project 20 %
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