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Institution investors optimal liquidation strategy

ZHON GL iming, L IU H ai-long, WU Chong-f eng
Financial Engineering Research Center, Shanghai Jiaotong U niversity, Shanghai 200052, China

Abstract:  To the institution investor who take a large block security, his transactionsw ill make the unidirec-
tional change of the security price, which causes the additional costs Thispaper considers the investor’ s liquida-
tion behavior, and studies the optimal liquidation strategy w hich maximum the expected profit (minimum the ex-
pected loss) under certain volatility-endurance ability, and analyzes the sensitivity of the strategy. The conclusion
suggests that the investors should consider the excess return, volatility and liquidity of the asset w hen they struc-
ture the portfolio, and take the appropriate liquidation strategy.
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