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Abstract

Growth and fluctuation are two main topics of macro — economics. As for
macro — economy, in the long run, its trend is economic growth, but in short term, it
exists economic fluctuation. The main form of economic fluctuation is economic cycle
fluctuation, which is a common phenomenon in economic operation. Along with
macro — economic fluctuation, the earnings of companies and the risk appetite of
investors both will change and then influence the risk and return profiles and
correlations for all asset classes. This article mainly studies the intrinsic logics of
economic fluctuation and asset allocation and strives to discuss the common principle
of economic fluctuation and asset allocation.

The chapter two mainly analyses the theoretical basis of asset allocation and
creates the basic frame of asset allocation. By the way of analyzing the asset’s
definition and classification and combining the relevant theory of asset
allocation. This chapter proposed that the frame of asset allocation should see
yield as the target and risk exposure as constrained boundary, and then establish

efficient frontier portfolio according to different assets’ return and risk characters
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and correlations.

The chapter three mainly studies asset allocation and economic transition. It
establishes a macro logic of economic transition with population element as key
variable, and then discuss the impact of economic transition on long — term asset
allocation through analyzing the impact of demographic change on economic
supply and demand. The chapter compares the economic transition situations of
Japan and Korea when they are in the period of Lewis Turning Point respectively,
and then proposes that structural transition by demand upgrading and
personalized consumption are two leading drivers in the future.

The chapter four mainly discusses the criteria of selecting the economic
cycles to formulate asset allocation, and then concludes that the economic cycle
fit to asset allocation should meet three criteria. Firstly, the trend of the cycle
must be available to be observed accurately. Secondly, to a large extent, the
turning point of the economic cycle can be verified. Thirdly, the change of
economic cycles should be reflected in the price change of asset classes.
According to the selection criteria, this article holds that technology cycle, real
estate cycle and production capacity cycle are all not applicable, but there exists
strong consistency of real estate short cycle fluctuation and inventory cycle
fluctuation.

The chapter five analyzes the intrinsic linkage of inventory cycle and asset
allocation. Firstly, it discusses the intrinsic linkage of inventory change and
macro economy, and then proposes the method of efficiently overseeing every
stage of inventory cycle. Secondly, it establishes a methodological framework of
confirming inventory cycle turning point, whose principle is discretionary by
policy and whose clue is liquidity indicator and whose basis is inventory
indicator. Then, this chapter divides the inventory cycle and gives out asset
allocation strategy. At last, according to the three cycles model and the
performance of each asset class at each stage, this chapter use quantitative

analysis to test the relationship of stock market and three cycles.
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The chapter six mainly uses the method of scenario analysis and dynamic
estimation to analyze the return — risk characters and asset correlation of different
asset classes in different economic cycle. On the basis of comparison of CAPM and
APT which estimate the return and GARCH model which estimates correlation, this
chapter compares the Black — Litterman model and Makowitz mean — variance model
in asset allocation optimization.

The chapter seven establishes the analytic frame of economic fluctuation and
tactical asset allocation. This chapter uses the method of descriptive statistics, time
difference related analysis method and time — selection strategy to try to quantify the
five factors of tactical asset allocation, which contain fundamental factor, policy
factor, liquidity factor, valuation factor and sentiment factor. Finally, the chapter
chooses 16 efficient indicators from 41 indicators to establish the asset allocation
score card model.

The chapter eight further analyzes the relationship between economic
fluctuation and fixed income asset allocation. At first, the chapter divides fixed
income into interest asset, credit asset and convertible bond, and then, analyzes
the main factor to influence the three kinds of asset and take some numeric
argument.

Key words: Economic fluctuation Asset allocation Economic transition

Inventory cycle

Joedlsqy



1 5]

{3

L1 FEHESHE 3

1.2 HREXEERIMIRERK 3
1.3 AEHRAE 7

1.4 FEHFAREZLE 10

1.5 MMESEIFHZLL 10

2 BEACE PR

2.1 HFEEEHE 13
2.2 HEERERELEM 17



3 USRS BT AL A

3.1 ZFFINKPENEZEE—UAOEZERSTAZLD 33
3.2 MANERMLAERNEFEMETIKBARENTME 36
3.3 MANERFRAEKMEFEHEIIKBEIRENTME 62

4 RV ™AL AR 25T ISIH e br e

s

% 4.1 RERFRENESFEAMIHERE 75
% 4.2 FHARAMBEUEAFAXESRE 76
% 4.3 BEHFEKEREUERFALETRE 79

4.4 FHEABEULERATXER~ERE 89

5 A RIS KRBT ACE

5.1 EFRBMETRERANAZE 101
5.2 EFRMHEmER 109
5.3 EHFRHEMBRISEXRLBAFRENRIXERE 130

6 LTIk sl SR BT L L

6.1 HEATFLEMNEAMSRIBILEM 147
6.2 HEEHFTEESMIER 148

7 Ut iEh S BARTE A E

7.1 BAFFEEMNES 181
7.2 BARFFEENSTIER 182

—_—




8 Lpbtiliah Sl e i RIE U™ ACE

8.1 FEF~MEERM 214
8.2 ERAFMEERRE 222
8.3 FHMEEEREE 229
8.4 HELILIE 237

S5k 242

;O\t 249




51




