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18.9.2. A horse race of risk-based portfolio construction techniques

To obtain a fair comparison of the seven risk-based portfolio construction
techniques, we backiest their performance in three different contexts, over 17
portfolios. Al portfolios are  constructed out-of-sample, long-only, monthly
rebalanced, from 1999 10 2013

~ asset allocation: multi-asset allocation, global sovereign bonds, commodities
and alternative betas;

~ country, sector and industry allocation: global countries, economic risk-
hedged global countries™, global sectors, US sectors, European sectors, global
industries and region x sector combinations;

— equities: US equities, European equities, Asia, (¢.. Japan equities), Japanese
‘equities, emerging markets equities and global equities.

In terms of Sharpe ratio (see Figure 18.16), GlobalMinVar achieves the highest
Sharpe ratio overall, followed by MinTailDependence and MaxDiversification.
Capitalization-weighted benchmark delivers the lowest Sharpe ratio, followed by
naive EquallyWated and InvVol strategies. The comparison along other risk
dimensions can be found in [LUO 13c].




