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Application of Low Volatility Equity Assets and an Enhanced Fixed Income Strategy
LUO Man' WU Wengian®
(1.CIB Wealth Management;2.Guotai Junan Securities)
Abstract Investors often complain of difficulties in obtaining stable returns through fixed-income enhanced
products, and this has gradually raised doubts in the market about these products. Theoretical analysis shows that the
asset allocation model considering downside risk can provide investors with better returns than other similarmodels.
Based on backtesting results, performance indicators of investment portfolios show a significant improvement over
the average level of fixed-income enhanced products on the market when underlying equity assets are replaced with
convertible bonds as well as high dividend and low-volatility stocks, and combined with the use of an asset allocation
model that takes downside risk into consideration.
Keywords Convertible Bonds, High Dividend and Low-Volatility Stocks, Down-Side Risk, Asset Allocation
JEL Classification GI11 GI12 G17
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