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Abstract

As an important innovation in asset allocation theory, the dynamic risk budgeting model elevates risk management from static
capital allocation to dynamic risk resource planning. This paper systematically introduces the theoretical framework of the model,
including its core principles, dynamic adjustment mechanism, and advantages over traditional models. It focuses on an in-depth study
of the model’s construction process, including the selection of risk measurement indicators, the design of the dynamic adjustment
mechanism, and parameter optimization methods. Through a rigorous backtesting system design, the stability, risk-return ratio, and
effectiveness of downside risk control of the model are tested in multiple market environments. The analysis also reveals practical
application issues such as parameter sensitivity and lag in state recognition. Finally, this paper looks forward to future improvement
directions such as integrating machine learning and expanding the asset range, providing theoretical support and practical guidance
for enhancing the robustness and adaptability of asset allocation strategies.
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