Hayunbm notenumast, 2026, Ne 2(53)

AUTOCORRELATION AND PARTIAL AUTOCORRELATION ANALYSIS
OF 60/40 PORTFOLIOS IN CHINA’S A-SHARE MARKET

HUANG Mingxi
Postgraduate
Peoples’ Friendship University of Russia named after Patrice Lumumba
Moscow, Russia

This article applies ACF and PACF analysis to 60/40 portfolios in China’s A-share market for 2004-2024.
The results reveal a negative one-year effect and a four-year mean-reversion pattern. These findings support
annual rebalancing and show that large-cap portfolios are most sensitive to cyclical dynamics.
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P ortfolio management in emerging markets
requires data-based tools for identifying re-
turn dynamics and improving allocation deci-
sions. Autocorrelation and partial autocorrelation
analysis are useful for this purpose because they
show whether past returns contain information
relevant to current portfolio behavior. Previous
studies demonstrate that autocorrelation may af-
fect intertemporal portfolio choice and dynamic
allocation models [1; 3].

The purpose of this article is to examine the
time-series structure of 60/40 portfolios in China’s
A-share market and to determine whether autocor-
relation patterns can support practical rebalancing
decisions. The relevance of the study is connected
with the need to develop quantitative tools for port-
folio management in emerging markets.

Materials and methods. The empirical analysis
is based on China’s A-share market data for 2004—
2024. Market information is taken from the Choice
financial terminal and Wind financial database

(https://www.choice.com.cn;

https://www.wind.com.cn). Five 60/40 port-
folios with different stock and bond compositions
are compared. The stock component includes CSI
300, CSI 500 and CSI 1000 indices, while the bond
component includes 10-year and 20-year Chinese
government bonds.

The study uses the autocorrelation function
(ACF) and the partial autocorrelation function
(PACF). ACF identifies the relationship between
current and past portfolio returns, while PACF
shows whether this relationship remains after ex-
cluding intermediate lag effects.

Results and discussion. The ACF results show
that the first-lag autocorrelation coefficients are
negative for all five 60/40 portfolios. This indicates

a short-term reversal effect: after a strong annual
return, the portfolio tends to demonstrate weaker
performance in the following year, and vice versa.
Therefore, the negative first-lag autocorrelation
supports the use of annual rebalancing.

Another important result is connected with the
fourth lag. The average autocorrelation coeffi-
cient at lag four has the largest absolute value
among the observed lags. This suggests a nega-

tive relationship between current returns and
returns four years earlier and points to a four-year
mean-reversion cycle. Such a pattern may reflect
the influence of broader economic-cycle dynam-
ics on portfolio returns.

The PACF results confirm that the first-lag and
fourth-lag effects are direct rather than accidental.
The autocorrelation structure of 60/40 portfolios is
mainly formed by these two lags, while intermediate
lags have weaker explanatory power. Portfolios with
a higher share of large-cap stocks show the clearest
cyclical pattern, which may explain their stronger
suitability for rebalancing strategies [2]. By contrast,
changes in the internal bond allocation have a limited
impact on the autocorrelation structure.

Conclusion. The study shows that ACF and
PACF analysis can be used to evaluate the dy-
namic properties of 60/40 portfolios in China’s
A-share market. The main empirical result is the
negative first-lag autocorrelation effect, which
supports annual rebalancing. The fourth-lag ef-
fect suggests a four-year mean-reversion cycle.
Portfolios with a higher share of large-cap stocks
demonstrate the clearest cyclical structure, while
bond allocation has a weaker influence on return
autocorrelation. These findings may be useful for
portfolio diagnostics, risk control and rebalanc-
ing decisions in emerging markets.
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ABTOKOPPE.JIHIII/IOHE-ILII?'I U YACTHBIN ABTOI}OPPEJIHIIHOHHLIFI
AHAJIN3 IOPT®EJIEN 60/40 HA PBIHKE AKIIUHM KJIACCA A KUTAS

XYAH Muncu
aCIMpPaHT
Poccuiickuii ynusepcutet apyx0b1 HapoaoB uM. [larpuca JlymymOsI
r. Mocksa, Poccus

B cmamve npumensemca ACF- u PACF-ananus k nopmepenam 60/40 na pvinke A-axyuii Kumas 3a 2004-2024
22. Buiasnenvt ompuyamenvubviii 2¢hgpexm nepsozo naza u uemuipéxaemnuil Yuki 6o3gpama K cpeonemy. Pe-
3y16Mamul ROOMEEPHCOAIOM Yeneco0OPA3HOCMb exce200HOU pedaIaHCUpOSKU U NOKA3bI8AI0ON OONbULYIO YUK-
JUYHOCMb nopmeenell ¢ npeobIAOAHUEM aKYULl KPYNHOU KANUMaiu3ayuu.

Kuarouessle cioBa: moprdens 60/40, peiHOK akmmii knacca A Kurasi, aBTOKOppeNsnys, 9acTHasi aBTOKOppe-
Jsiuus, pebanaHCUPOBKa, paclpeieIeHIe aKTHBOB.



