H O | TAH | Es | A E | SRR | T | A AE | BER | BRI |

o [ R B 2009, Vol. 17‘ = Issue (4) :39-45
WX B H | FHE | ST | man® << Previous Articles | Next Articles >>

ARG BN P T b I 5 0T S DL T B R4 B SRS

Ajt

g

HRZ A A, 1637100084

s

i

Intertemporal Optimal Consumption and Portfolio Selection in an llliquid Market

YUAN Ning
School of Public Policy and Management, Tsinghua University, Beijing 100084, China

o %
o
o X

Download: PDF (OKB) HTML (1KB) Export: BibTeX or EndNote (RIS) Supporting Info

B ASCAEMerton s I 0t 11 3 A28 2 414 HO PR HE S BN ARRESHEE B 7% 03 T — AN =W P O3 S 1) 2o e B 3 B P2
FON Y B DT PRI e OB . SO B AR 7325 H 7 5 VUL I B PO AT A o S5O0 BT 2 IR 3 2 T o, AR b e

P ZUSEO A T3 08, A2 N T SR SR LB R 5 BB P RV T 878 4 ), OF LB S g sl gy AU
LR AW IV iR Y
i FE s
Yo ARREEE BWERL DEME BT LAl
Email Alert
Abstract: This article incorporates an illiquid asset in theframe of Merton's classic theory on intertemporal mar Aler
RSS

optimal consumption and portfolio selection. In this paper we develop a 3-asset finite-horizon continuous time
model to explore impacts of illiquidity on the restricted investor's optimal consumption and invest ment decisions. (NP
An analytical solution is given using the standard dynamic programming approach. The numerical analysis
demonstrates that the true value of the illiquid asset to the investor is less than its mar ket value, and the
shadow price is needed to reflect this liquidity effect. Moreover, the liquidity constraint decreases the investor's
welfare and affects his consumption and investment strategies significantly.
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