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		We investigate portfolio diversification strategies based on hierarchical clustering. These hierarchical risk parity strategies use graph theory and unsupervised machine learning to build diversified portfolios by acknowledging the hierarchical structure of the investment universe. In this chapter, we consider two dissimilarity measures for clustering a multi-asset multi-factor universe. While the Pearson correlation coefficient is a popular choice, we are especially interested in a measure based on the lower tail dependence coefficient. Such innovation is expected to achieve better tail risk management in the context of allocating to skewed style factor strategies. Indeed, the corresponding hierarchical risk parity strategies seem to have been navigating the associated downside risk better, yet come at the cost of high turnover. A comparison based on block-bootstrapping evidences alternative risk parity strategies along economic factors to be on par in terms of downside risk with those based on statistical clusters. 
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