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Study on 1duidity-adjusted optima] trad ng strategyY mode]

LIN Hui ZHANG Dixin YANG Hag DING Yi
Schoo] of Business Nanjing University Nan jing210093 China

Ab stracy BY relaxing the hyPothesis of Idealered Marke,t this Paper presents the mode] of ,{u d ity- ad justed
oPtina] trad ng straegy and Proves the characteristic apoutoptinal tradngstraeges under the conditon of dif
frentmatketand optpnal initia] holding The rescarchidicates thatwhen themaiket s bullish traders wouH
take U-shaPed selling straegy while mitialholding is excessive Increamenta] huy ng strate@y may he adopted for
appopriate oPtina] mitaholding If mitia] holding amount is less at eiher Jong or short Position optima]
trad ing straegy isthat first ncramen @] buying and then pcrenenta] se][ng€ When traders hold excessive a
mount atshort posjtion aganstpullsh malke’t they would take pcramenta] buy ng strategy However theoPtina]
strategies in hearish matket address reverse ocutcanes that in pullish market Jf market jsneu ra] the optna]
strategy is degressive seling or incrament@ | buy ing strategy [Lastly this Paperanalyses how |iduidity affects opti
ma] trad ng strate8y
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