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Abstract

Asset managers generally focus on diversification or returns prediction to create added value in portfolios of exchange-traded funds (ETFs). This article
dgwsieg dyasmicsistehydggting techaisptesctniamphasizathedmpertancrighicis kinas agarmagninyhen decisior RESHEELIEE to ETFs are made. Absolute
retiPh TN AL R AT the low-risk profiles of government-bond ETFs and conditional allocations to riskier ety EFFs-can-be combined to obtain

portfolios that—beyond the natural diversification between stocks and bonds—provide upside potential while prg?géttf\rqg investors from downside risk,

are an initial application of ETFs to allocation decisions. A second application is risk control of tactical strategies-Dynamicrisk budgeting is used to
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provide risk-controlled exposure—taking the manager’s forecasts as a given—to an asset class. This article shows that, even if the manager is an
excellent forecaster, this approach yields intra-horizon and end-of-horizon risk-control benefits considerably greater than those of standard tactical

asset allocation.

TOPICS: Portfolio theory (https://www.pm-research.com/topic/portfolio-theory), exchange-traded funds and applications (https://www.pm-

research.com/topic/exchange-traded-funds-and-applications), risk management (https://www.pm-research.com/topic/risk-management-0),

performance measurement (https://www.pm-research.com/topic/performance-measurement-0)

Download PDF Add to Favorites Share Labels Cite Alerts

Previous (Https://Www.Pm-Research.Com/Content/lijaltinv/13/2/35) Next

Back to top .

Related Topics

Portfolio Management in Theory and Practice
Portfolio Theory

Performance Measurement

Risk Management in Theory and Practice
Asset Classes

Equities

Fixed Income and Structured Finance
Government Bonds

Mutual Funds and ETFs

Part of the With Intelligence Group

(/about-
About
us)
(/contact-
Contact
us)

L . . . . . L . Cookies Settings
By clicking “Accept All Cookies”, you agree to the storing of cookies on your device to enhance site navigation, analyze site usage, and

assist in our marketing efforts.

retiodey RivedRe geamtpahy/pmresearch/) Reject Al

Accept All Cookies



https://www.pm-research.com/content/iijaltinv/13/2/35
https://www.pm-research.com/content/iijaltinv/13/2/58
https://www.pm-research.com/topic/portfolio-theory
https://www.pm-research.com/topic/exchange-traded-funds-and-applications
https://www.pm-research.com/topic/risk-management-0
https://www.pm-research.com/topic/performance-measurement-0
https://www.pm-research.com/search?query=&f%5B0%5D=topics%3A69
https://www.pm-research.com/search?query=&f%5B0%5D=topics%3A76
https://www.pm-research.com/search?query=&f%5B0%5D=topics%3A79
https://www.pm-research.com/search?query=&f%5B0%5D=topics%3A80
https://www.pm-research.com/search?query=&f%5B0%5D=topics%3A97
https://www.pm-research.com/search?query=&f%5B0%5D=topics%3A98
https://www.pm-research.com/search?query=&f%5B0%5D=topics%3A102
https://www.pm-research.com/search?query=&f%5B0%5D=topics%3A105
https://www.pm-research.com/search?query=&f%5B0%5D=topics%3A117
https://www.pm-research.com/
https://www.pm-research.com/about-us
https://www.pm-research.com/contact-us
https://twitter.com/PM_Research_
https://www.linkedin.com/company/pmresearch/

Locations

New York
41 Madison Avenue
20th Floor
New York, NY 10010

646 931 9045

London
One London Wall
London, EC2Y 5EA

0207 139 1600

Hong Kong
21/F Cityplaza Three,
14 Taikoo Wan Road,

Taikoo

Explore our Research

By Topic

Portfolio Management in Theory and Practice (/topic/portfolio-management-theory-and-practice)
Quantitative Finance (/topic/quantitative-finance)
Economics and Financial History (/topic/economics-and-financial-history)

Risk Management in Theory and Practice (/topic/risk-management-theory-and-practice)

Asset Classes (/topic/asset-classes)

Regulation, Taxation, Governance, and Compliance (/topic/regulation-taxation-governance-and-compliance)

By Journal

Portfolio Management (/content/iijpormgmt)
Financial Data Science (/content/iijjfds)
Impact & ESG Investing (/content/pmrjesg)
Fixed Income (/content/iijfixinc)

Investing (/content/iijinvest)

Derivatives (/content/iijderiv)

Alternative Investments (/content/iijaltinv)
Retirement (/content/iijretire)

Wealth Management (/content/iijwealthmgmt)
Beta Investment Strategies (/content/iijindinv)

Structured Finance (/content/iijstrfin)

TMH%‘W%H"MJ?PQ&'@F" you agree to the storing of cookies on your device to enhance site navigation, analyze site usage, and

assist in our marketing efforts.

Private Equity (/content/iijpriveq)

Practical Applications (/pa-reports)

Cookies Settings

Reject All

Accept All Cookies



https://www.pm-research.com/topic/portfolio-management-theory-and-practice
https://www.pm-research.com/topic/quantitative-finance
https://www.pm-research.com/topic/economics-and-financial-history
https://www.pm-research.com/topic/risk-management-theory-and-practice
https://www.pm-research.com/topic/asset-classes
https://www.pm-research.com/topic/regulation-taxation-governance-and-compliance
https://www.pm-research.com/content/iijpormgmt
https://www.pm-research.com/content/iijjfds
https://www.pm-research.com/content/pmrjesg
https://www.pm-research.com/content/iijfixinc
https://www.pm-research.com/content/iijinvest
https://www.pm-research.com/content/iijderiv
https://www.pm-research.com/content/iijaltinv
https://www.pm-research.com/content/iijretire
https://www.pm-research.com/content/iijwealthmgmt
https://www.pm-research.com/content/iijindinv
https://www.pm-research.com/content/iijstrfin
https://www.pm-research.com/content/iijtrade
https://www.pm-research.com/content/iijpriveq
https://www.pm-research.com/pa-reports

© 2023 With Intelligence Ltd (https://withintelligence.com/) | All material subject to strictly enforced copyright laws.

Cookies (https://www.pageantmedia.com/cookies/)
Code of ethics (/code-of-ethics)
Terms & conditions (https://www.pageantmedia.com/terms/)

Privacy policy (https://withintelligence.com/privacy/)

o . . . . . L . Cookies Settings
By clicking “Accept All Cookies”, you agree to the storing of cookies on your device to enhance site navigation, analyze site usage, and

assist in our marketing efforts.

Reject All

Accept All Cookies



https://withintelligence.com/
https://www.pageantmedia.com/cookies/
https://www.pm-research.com/code-of-ethics
https://www.pageantmedia.com/terms/
https://withintelligence.com/privacy/

