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Application and improvement of modern investment portfolio theory
in Chinese market under complex financial market environment
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Abstract : In the complex financial market environment, modern portfolio theory (MPT), as a very important
asset allocation strategy standard, is widely popular in the global financial market with its unique
concept and good economic benefits. However, the Chinese market has a unique environment and
characteristics, and the direct application of MPT may encounter some problems. This paper aims to
analyze the application of modern portfolio theory in Chinese market, propose solutions and give some
suggestions for improvement. Firstly, through the study of China's financial market environment, this
paper deeply analyzes the challenges of MPV application in China market; secondly, it proposes the
PPT improvement scheme for the characteristics of Chinese market, mainly including the modification
of the core content, and we also empirically study the risk and return performance of the investment
portfolio based on this improvement scheme. After adding the improvement based on the market
information and the investor behavior, the risk—return characteristic of the investment strategy is
obviously better than that of the traditional strategy. This shows that the localized improvement of
modern portfolio theory can adapt to the characteristics of the Chinese market and provide effective
tools and methods for investors to build effective investment portfolios to obtain maximum returns.
Keywords: modern portfolio theory; China's financial market; asset allocation; risk-return
characteristics; localization improvement
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