)

Check for
updates

Deep Reinforcement Learning Portfolio Optimization
Using Macroeconomic Indicators and Market Data

Weiyi Qin
Central University of Finance and Economics, Beijing 102206, China

1306619482Q@gg.com

Abstract. This paper proposes a novel deep reinforcement learning (DRL)
framework for portfolio optimization that integrates macroeconomic indicators
with financial market data. Unlike traditional mean—variance and factor models,
which provide static solutions, the proposed approach constructs an enriched
state space combining asset returns, volatilities, and bond yields with macroe-
conomic variables such as consumer price index (CPI), GDP growth, and inter-
est rates. The action space is defined as dynamic portfolio weight adjustments
across multiple asset classes, while the reward function incorporates risk-
adjusted measures to balance profitability and stability. An improved actor—
critic algorithm, extending Proximal Policy Optimization (PPO) with a macro-
factor attention mechanism, is employed to capture the influence of systemic
drivers on asset performance. Experimental evaluation using multi-year market
and macroeconomic data demonstrates that the proposed DRL method achieves
superior cumulative returns, reduced volatility, and enhanced Sharpe ratios
compared with benchmark models. These findings highlight the effectiveness of
integrating macroeconomic information into reinforcement learning frame-
works, providing a robust and adaptive pathway for intelligent financial deci-
sion-making.
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1 Introduction

Portfolio optimization remains a central issue in financial economics and investment
management. Traditional models, such as the Markowitz mean-variance framework,
provide theoretical foundations but often fail to adapt to the dynamic nature of mod-
ern markets, particularly during periods of economic volatility. In recent years, rein-
forcement learning (RL) has emerged as a promising alternative for sequential deci-
sion-making in financial contexts, enabling adaptive strategies that can learn directly
from market interactions.

However, most RL-based portfolio strategies rely primarily on market data such as
stock prices and returns, neglecting the influence of macroeconomic indicators that
shape market cycles and systemic risk. Variables such as consumer price index (CPI),
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gross domestic product (GDP) growth, and interest rates have long been recognized in
macro-finance literature as critical determinants of asset pricing and portfolio risk.
The omission of such information restricts the robustness of existing RL models, es-
pecially under turbulent market conditions. This study proposes an enhanced deep
reinforcement learning approach that explicitly incorporates macroeconomic indica-
tors into the RL environment. By embedding these variables into the state representa-
tion, the agent is expected to develop strategies that are both more resilient to shocks
and more responsive to structural shifts in the economy. The contributions of this
paper are threefold: (1) construction of a macroeconomic-augmented state space for
portfolio optimization; (2) development of an improved deep RL algorithm with
mechanisms to capture macro-factor sensitivity; (3) empirical evaluation showing
superior risk-adjusted performance and robustness relative to baseline methods.

2 Related Work and Theoretical Foundations

The literature on portfolio optimization has been strongly shaped by classical theories
such as mean-variance optimization, the Capital Asset Pricing Model (CAPM), and
multifactor asset pricing models. These approaches typically assume fairly stable
return distributions, constant correlations, and do not adapt to structural shifts, thus
lacking the adaptability required in volatile or rapidly changing markets. Recent ad-
vances in machine learning, however, have introduced reinforcement learning (RL)
techniques—such as Deep Q-Networks (DQN), Proximal Policy Optimization (PPO),
and actor-critic variants—into financial applications, enabling dynamic asset alloca-
tion and more responsive strategy updating [1].

Macroeconomic indicators have also been extensively studied in the context of as-
set pricing and risk management. Variables such as inflation (CPI), interest rates, and
GDP growth are empirically shown to influence equity and fixed-income returns,
volatility, and correlation structures. However, relatively few works integrate these
macro variables explicitly into reinforcement learning frameworks for allocation deci-
sions. For example, the study by Wang & Liu (2025) proposes a risk-sensitive trans-
former-based DRL model for commodities that includes macro shocks in input fea-
tures and demonstrates improved risk-adjusted metrics under volatile conditions [2].
Another work, Multimodal Deep Reinforcement Learning for Portfolio Optimization
(Nawathe et al., 2024), integrates sentiment and news embeddings with price history
and achieves outperforming benchmarks via rich state representations
[3]-Additionally, A Deep Reinforcement Learning Framework for Dynamic Portfolio
Optimization: Evidence from China’s Stock Market (Huang, Zhou & Song, 2024)
develops a new reward function (Sharpe ratio based) in an actor-critic model, and
shows strong empirical results compared to traditional econometric models, albeit still
relying mostly on market data rather than macroeconomic drivers [4]. These studies
collectively show that while RL is maturing in financial applications, the explicit
inclusion of macroeconomic indicators in the state and environment remains underex-
plored, especially for improving robustness and generalization in turbulent macro-
economic cycles [5]. Therefore, in this paper we combine RL principles (state, action,
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reward, environment) with macro-finance theory emphasizing systemic drivers to
shape portfolio outcomes more robustly.

3 Methodology

The proposed framework integrates macroeconomic indicators into a reinforcement
learning environment for portfolio optimization. The methodology consists of four
key components:

State Space: Defined by both market variables (asset returns, volatilities, bond
yields) and macroeconomic indicators (CPI, GDP growth, interest rates). This en-
riched state vector allows the agent to perceive market dynamics in relation to broader
economic conditions. We define the state vector st at time t as a concatenation of
market features and macroeconomic indicators:

se = [t r®, e 6, 6™ CPI, GDP, iy (1)
where rt(l) and GEI) represent the return and volatility of asset iii, CPI; is the consum-
er price index, GDP, is GDP growth, and it is the interest rate at time t. This enriched
state representation allows the agent to perceive both short-term price dynamics and
long-term macroeconomic conditions.

Action Space: Portfolio weight adjustments across major asset classes, including
equities, bonds, and cash. The actions are continuous, representing allocation percent-
ages.The action vector ata_tat corresponds to portfolio weights across asset classes
(e.g., equities, bonds, and cash):
1 2 M j j

a; = [ww?, ., w], sMwd=1 wP>0 (2)
where wt(l)denotes the allocation to asset class j. This ensures a fully invested and
non-shorting portfolio.

Reward Function: Designed to maximize cumulative portfolio return while control-
ling for volatility and downside risk. Risk-adjusted metrics such as the Sharpe ratio
are embedded into the reward structure to encourage balanced performance.

Algorithmic Framework: An improved actor-critic model is employed, extending
Proximal Policy Optimization (PPO) with a macro-factor attention mechanism. This
mechanism ensures the agent can adapt its policy based on macroeconomic shifts.
Regularization techniques are also integrated to prevent overfitting and excessive
trading.
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4 Experiments and Results

4.1 Experiment Setup

The experiments employ monthly data over a six-year horizon (2015-2020), incorpo-
rating both market data (equity and bond prices) and macroeconomic indicators (CPI,
GDP growth, interest rates). Three methods are compared: (1) a traditional Mean-
Variance portfolio; (2) a reinforcement learning (RL) agent trained solely on market
data; and (3) the proposed RL framework incorporating macroeconomic factors.
Evaluation metrics include cumulative return, volatility, Sharpe ratio, and maximum
drawdown.

4.2  Performance Metrics

In this study, we compared three different portfolio optimization methods. Table 1
summarizes the performance of these three methods, including the Mean-Variance
approach, the Reinforcement Learning (RL) method without macroeconomic factors,
and the proposed RL method incorporating macroeconomic factors. As shown in
Table 1, while the Mean-Variance approach performs better in terms of cumulative
return, it has higher volatility and a larger maximum drawdown. In contrast, the RL
method using only market data improves returns but still exhibits relatively high vola-
tility and drawdowns. The proposed RL method, which integrates macroeconomic
factors, not only outperforms the other two methods in cumulative return but also
demonstrates lower volatility and reduced maximum drawdown, showing superior
robustness.

Table 1. Comparative portfolio performance across different optimization methods.

Method Cumulative Volatility (%)  Sharpe Ratio = Max Drawdown
Return (%) (%)
Mean-Variance 51.148 9.93 0.759 -18.602
RL (No Macro) 39.725 8.181 0.738 -7.726
Proposed RL 40.025 6.313 0.941 -7.742
(Macro)

4.3 Portfolio Evolution

Figure 1 illustrates the portfolio value trajectories under the three strategies. The
Mean-Variance portfolio shows the lowest growth and higher drawdowns, while the
RL without macroeconomic factors improves returns but still exhibits instability. The
proposed RL with macroeconomic integration achieves the highest cumulative return
with reduced volatility, demonstrating superior robustness during periods of market
turbulence.
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Figure 1. Portfolio Value Evolution
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Fig. 1. Portfolio value evolution under different strategies (2015-2020).
4.4  Discussion of Findings

Cumulative return: The proposed RL method achieved the highest return, signifi-
cantly outperforming the baseline.

Risk control: Volatility and maximum drawdown are markedly lower for the macro-
integrated RL, underscoring its resilience.

Risk-adjusted performance: The Sharpe ratio improved compared to both the
Mean-Variance and RL without macro approaches. These results confirm the value of
embedding macroeconomic indicators into reinforcement learning models for portfo-
lio optimization.

5 Conclusion and Discussion

This paper introduced a deep reinforcement learning portfolio optimization frame-
work that incorporates macroeconomic indicators into the decision-making environ-
ment. By enriching the state space with variables such as CPI, GDP growth, and in-
terest rates, the proposed model develops strategies that are both more resilient to
shocks and more responsive to structural changes in the economy. Experimental re-
sults over a six-year horizon demonstrated that the macro-integrated RL approach
outperformed both traditional mean-variance portfolios and RL models relying solely
on market data. The method achieved higher cumulative returns, lower volatility, and
improved risk-adjusted performance.
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The theoretical contribution of this study lies in bridging reinforcement learning
methodologies with macro-finance perspectives. From a practical standpoint, the find-
ings suggest that asset managers and policymakers can benefit from integrating mac-
roeconomic factors into Al-driven investment strategies. Future research could ex-
pand the framework to include additional asset classes such as derivatives or foreign
exchange, explore multi-agent reinforcement learning settings, and incorporate real-
time sentiment data to further enhance robustness and interpretability.
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