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asset allocation in 1952 with the publication of Portfolio Selection by Harry Markowitz, there have been great strides made to enhance the
application of this groundbreaking theory. However, progress has been uneven. It has been punctuated with instances of misleading research,
which has contributed to the stubborn persistence of certain fallacies about asset allocation. A Practitioner s Guide to Asset Allocation fills a
void in the literature by offering a hands-on resource that describes the many important innovations that address key challenges to asset
allocation and dispels common fallacies about asset allocation. The authors cover the fundamentals of asset allocation, including a
discussion of the attributes that qualify a group of securities as an asset class and a detailed description of the conventional application of
mean-variance analysis to asset allocation. The authors review a number of common fallacies about asset allocation and dispel these
misconceptions with logic or hard evidence. The fallacies debunked include such notions as: asset allocation determines more than 90 of
investment performance; time diversifies risk; optimization is hypersensitive to estimation error; factors provide greater diversification than
assets and are more effective at reducing noise; and that equally weighted portfolios perform more reliably out of sample than optimized
portfolios. A Practitioner s Guide to Asset Allocation also explores the innovations that address key challenges to asset allocation and
presents an alternative optimization procedure to address the idea that some investors have complex preferences and returns may not be
elliptically distributed. Among the challenges highlighted, the authors explain how to overcome inefficiencies that result from constraints by
expanding the optimization objective function to incorporate absolute and relative goals simultaneously. The text also explores the challenge
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