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Comparison of Performance Between Risk Parity Portfolio and Traditional Portfolio
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ABSTARCT

This article proposes comparison of performance between risk parity portfolio and traditional
portfolio. The objective of this is to generate minimum risk of the portfolios. Each type of asset risk was
applied for allocating investment weight in order to find the equilibrium under the conditions of each
portfolio. The assessment criteria included 6 dimensions, i.e.,, 1) rate of return measurement, 2) risk
measurement, 3) financial efficiency measurement, 4) diversification measurement, 5) concentration
measurement, and 6) turnover ratio measurement. This research has found risk parity portfolio the
satisfactory rate of return with the maximum dissemination of risk between asset Index classes and of low

turnover ratio, resulting to achieve savings on financial transaction costs.
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Risk Parity Naive Risk parity Minimum Variance
Investment period 10 Y
Cumulative Return 45.000% 44.520% 29.348%
Daily Return Geometric Average 2.746% 2.715% 0.227%
Annualized Return 59.048% 58.998% 44.773%
Daily Standard Deviation 16.800% 14.800% 6.000%
Annualized Standard Deviation 75.063% 75.015% 71.927%
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Sharp Ratio 0.771 0.780 0.616
Sortino Ratio 1.700 1.681 2.209
Diversification Weights Ratio 0.179 0.168 0.062
Herfindahl and Hirschman Index 47.651% 47.840% 94.492%
Average Turnover Ratio 82.490% 84.393% 94.596%
Maximum Turnover Ratio 164.541% 174.612% 222.484%
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