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Abstract

The Black-Litterman model brings more information about the cstimates of expected
asset returns than sample means. In this thesis, I incorporate historical sample infor-
mation from various sources—firm characteristics and trading strategies——into the Black-
Litterman model. Firm characteristics can be incorporated either via the reference model
or via the view portfolio. Trading strategies are incorporated via the view portfolio and
they exploit either the statistical information of asset returns or asset-pricing anomalies.
Besides, they should be stable in return estimates and weights allocations. The struc-
ture of the Black-Litterman model integrates well with firm characteristics and trading
strategies. I carry out an out-of-sample empirical evaluation to study the performance
of these information. The various Black-Litterman models developed in mean-variance
framework are valid strategies compared with other benchmark strategies in terms of

various return-risk measures, risk measures and turnover.
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