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Summary

It is well known that strategies that allow investors to allocate their wealth using return and
volatility forecasts, the use of which are termed market and volatility timing, are of significant
value. In this paper, we show that distribution timing, i.e., the ability to use distribution forecasts
for deciding asset allocation, also yields significant economic value. By considering the weekly
asset allocation among the three largest international stock markets, we find that distribution
timing yields around 100 basis points per year. To control for the parameter uncertainty of the
model, we cast the model into a Bayesian setting. We also consider alternative preference
structures and datasets. In all cases, the value of distribution timing remains highly significant.
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