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stable across decade-long subperiods than either the 60/40 portfolio or the optimized portfolios. Although risk parity performs on par with equal
weighting, it does provide better diversification in terms of risk allocation and thus warrants further consideration as an asset allocation strategy. The
authors show, however, that the performance of the risk parity strategy can be highly dependent on the investment universe. Thus, to execute risk
parity successfully, the careful selection of asset classes is critical, which, for the time being, remains an art rather than a formulaic exercise based on
theory.
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