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The Study on Minimum Return Guarantee System and
Optimal Asset Allocation of Pension Fund

LIU Fu-bing.LLIU Hai-long,ZHOU Ying

(Antai College of Economics & Management s Shanghai Jiao
Tong University , Shanghai 200052, China)

Abstract: The paper mainly studies the minimum return guarantee sys-
tem of pension fund and the issue of asset allocation in this framework. U-
sing martingale method, it gives a new way to provide the optimal asset allo-
cation strategy and analyzes the effect of minimum return guarantee system
on optimal asset allocation. The results show that higher the profit—sharing
ratio of external institutions and larger the guarantee liability amount, larger
the portion of pension fund invested in risk assets. And it also indicates that
the amount of pension fund invested on risk assets will be reduced gradually.
Finally, the paper gives suggestions on how to build up minimum return
guarantee system in China, including setting up relative guarantee liability a-
mount, letting governments or non-profit organizations provide minimum
return guarantee and making adequate guarantee liability amount.

Key words: pension fund; asset allocation; minimum return guarantee
system;martingale method (R1EHRE F M)
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