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This article applies ACRnd PACF anal ysis to 6&lialedarkepfar BOO2024 i os |
The results reveal a negative eyear effect and a fowyear mearreversion pattern. These findings support

annual rebalancing and show that largap portfolios are most setise to cyclical dynamics.
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Portfolio management in emerging markets shoriterm reversal effect: after a strong annual
requires datdased tools for identifying re- return, the portfolio tends to demonstrate weaker
turn dynamics and improving allocation deciperformance in the following year, and vice versa.
sions. Autocorrelation and partial autocorrelatiomherefore, the negative firklg autocorrelation
analysis are useful for this purpose because th&ypports the use of annual rebalancing.
show whether past returnsntain information Another important result is connected with the
relevant to current portfolio behavior. Previousourth lag. The average autocorrelation coeffi-
studies demonstrate that autocorrelation may afient at lag four has the largest absolute value
fect intertemporal portfolio choice and dynami@among the observed lags. This suggests anega
allocation models [13]. tive relationship between current returns and
The purpose of this article is to examine theeturns four years éé#r and points to a fouyear
time-series structure f 6 0/ 40 p o r t Mmeahréversion ¢ycie. SLithia patérrsmay reflect
A-share market and to determine whether autocdtine influence of broader econortygcle dynam-
relation patterns can support practical rebalancimngs on portfolio returns.
decisions. The relevance of the study is connectedThe PACF results confirm that the fitag and
with the need to develop quantitative tools for porfeurth-lag effects are direct rather than accidental.
folio management in emging markets. The autocorrelation structure of 60/40 portfolios is
Materials and methodg he empirical analysis mainly formed by these two lags, while intermediate
i s based -share matket data fos200A lags have weaker explanatory power. Portfolios with
2024. Market information is taken from the Choica higher share of largep stocks show the clearest
financial terminal and Wind financial databaseyclical pattern, which may explain their streng
(https://www.choice.com.cn suitability_for re_balancing strategi@.[By contra;t, _
https://www.wind.com.ch Five 60/40 port- _changes in the internal bor)d allocation have a limited
folios with different stock and bond compositiondMPact on the autocorrelation structure.
are compared. The stock component includes CS|Conclusion The study shows that ACF and
300, CSI 500 and CSI 1000 indices, while the borief \CF analysis can be used to evaluate the dy

component includes igear and 2¢ear Chinese " @ Mi ¢ properties of 60/ 4
government bonds. A-share market. The main empirical result is the

The study uses the autocorrelation functiof€gative firstag autocorrelation effect, which

(ACF) and the paial autocorrelation function SUPPOrts annual rebalancing. The foeleth ef-

(PACF). ACF identifies the relationship betweefieCt SUJgests a to-year measeversion cycle.
current and past portfolio returns, while PACFE Ortfolios with a higher share of largap stocks

shows whether this relationship remains after edémonstrate the clearest cyclical structure, while
cluding intermediate lag effects. bond allocation has a weaker influence on return

Results and discussiofihe ACF results show autocorrelation. These findings may be useful for

that the firstlag autocorrelation coefficients arePOrtfolio diagnostics, sk control and rebalanc-
negative for all five 60/40 portfolios. This indicated"d decisions in emerging markets.






