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complexity

Fixed Allocation

Asset

1 2 3 4

1

3

2

4

Portfolio with fixed weights, left to the 

discretion of the investor

Inverse volatility : weigh the assets 

proportionally to the inverse of their volatility

Models based on risk metrics : there is no a 

priori knowledge of the expected returns

By being long-short, risk premia may explain 

part of the alpha.

Equal weight
40/60
20/80

Naive risk parity

Asset

Inverse vol

Volatility

Risk models

Asset

Volatility

ERC
Minimum variance
Min max DD
Min CVaR
MaxDiversification

Non-agnostic 
models

Asset

Volatility

Markowitz
Max Sharpe ratio
Risk Budgeting with 
exp. returns

Correlation Correlation

Returns
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