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Abstract: The risk parity strategy has become popular in portfolio management overseas. This paper gives a brief introduction
to the strategy, and backtests it with the data of China’s stock and bond markets (2002-2015). The test results show that the
risk parity strategy is much better than traditional equity and bond 60/40 strategy, with almost the same expected return, but
only about 1/5 volatility of the traditional strategy. The test also verified that risk parity strategy allocates losses more evenly

between equity and bond in sharp contrast to the traditional strategy mainly on equity.
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