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Abstract

The paper applies the modern portfolio theory, takes the data of Hunan Province as example, and
makes a quantitative study on the demolition farmers’ household financial management. It choos-
es the suitable investment tools for the demolition farmers, constructs the portfolio model, uses
the investment revenue data from 2001 to 2015, calculates the optimal portfolio ratio and makes
the sensitivity analysis, and provides the decision-making suggestions about the asset allocation
of the demolition farmers’ household, to maximize the effectiveness of the household assets.
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Table 1. Investment vehicles yield from 2001~2005
% 1.2001~2015 R AT AWE R K

G20 g Je 2% e G 1K
2001 0.00% —20.62% —19.32% —0.20% 1.98%
2002 4.55% —-17.52% 5.19% 1.98% 1.98%
2003 —2.44% 10.27% —14.39% 3.271% 1.98%
2004 10.02% —15.40% —3.72% 1.88% 2.04%
2005 2.58% —8.33% 91.15% -1.97% 2.33%
2006 -1.81% 130.43% 88.61% 1.97% 2.42%
2007 13.88% 96.66% —70.22% -1.03% 3.09%
2008 -1.25% —65.39% 58.92% 7.85% 4.01%
2009 1.90% 79.98% 0.63% —9.75% 2.29%
2010 5.56% —14.31% —23.80% 1.99% 2.34%
2011 2.59% —21.68% 6.89% —5.30% 3.27%
2012 —2.25% 3.17% —0.15% 14.69% 3.33%
2013 4.95% —6.75% 36.77% —15.29% 3.33%
2014 5.23% 52.87% 6.19% 10.74% 2.87%
2015 3.34% 9.41% —2.94% 12.03% 1.93%

Table 2. Risk measurement and covariance matrix

=2 RNREESHEEERE

g% JiE 5% 4 A7
e 3.12% 14.19% 10.65% 1.52%
bR 4.58% 52.62% 42.67% 7.98%
W7 ZE4E 0.001961678 0.003498808 —0.009065422 —0.000786894
0.003498808 0.258455533 -0.010662124 —0.003679538
—0.009065422 -0.010662124 0.169966136 —0.002513412
—0.000786894 -0.003679538 -0.002513412 0.005936437
Table 3. Portfolio results
3 BEEAHR
Y14 Ll
BULET g bRtz
17K e 5 i iz
3.88 5.11 3.54 2.76 7.89 22.27 63.54
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Figure 1. Sensitivity analysis of risk aversion coefficient
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Figure 2. Risk free rate below 2.61% sensitivity analysis
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Figure 3. Risk free rate higher than 2.61% sensitivity analysis
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