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Black-Litterman: How Views Shift Return Distributions

=== Prior distribution

I Posterior distribution

Posterior

(6.5% sto X Prior peak
view inco ¥ Posterior peak

30

24

18

- 12

-10%
-30%

-20% -10% 0% 10% 20% 30%

Illustrative Black-Litterman model: %\‘/tegg’l\gewR S%ES‘!SE)&?G(‘UH’) expectation from 5% to 6.5%
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