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Abstract: Asset allocation is always the core point of the modern finance study, which can help investors decide the
proportions of different assets more efficiently. Portfolio managers and fund managers can win investors’ trust only by maxi-
mizing their profits or minimizing their loss. To realize this, they have to improve their forecasting ability constantly, which is
the main focus of this paper. This paper uses the rich information related to option prices, extracts the implied correlation from
currency option implied volatilities and investigates its application on asset allocation with realized utility model. Empirical
studies with full-sample and sub—samples show that the use of option—implied correlations helps improve cross—country asset
allocation.
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