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The Innovation and Application of theModern Portfolio Theory in China

ZHOU Yeqin, WU Di, HUANG Li, WANG Yichen, ZHOU Zidong
( Zhejiang Gongshang University Hangzhou College of Commerce , Hangzhou ,Zhejiang 311500, China)

Abstract: In terms of financial investment,the modern portfolio theory is one of the most classical theories that
is widely used in asset allocation and portfolio combination in the United States. Nevertheless , there has been argued
that if there was defects of this theory theoretically as well as practically and whether it is applicable in Chinese
stock market. Based on this theory,the essay constructs a portfolio and other asset strategies with minimum risk and
mean — variance and compares performance appraisal index of different strategies to verify the applicability of
Markowitz theory in China. Moreover, the essay conducts weight formula of portfolio theory and applies it to Chinese
portfolio, which simplifies the computation of the model significantly.

Key words: Portfolio Theory; Mean — Variance model; Chinese Capital Market; Applicability; Portfolio Perform—
ance Appraisal
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