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Optmal control of liquidity risk of the open-end fund
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Abstract: U nder the assumption that the security’s price follow s the discrete-tine arithmetic Brown
motion process, theoptimal control strategy of the asset’s liquidity risk isproposed and the paraneters
sensitivity of the strategy is analyzed The optimal strategy gpproximates to the linear strategy if the
liquidity coefficient is snall enough Othemw ise, the manager initially sells very rgpidly from initial
position dow n to the optmum level, and keeps the optimal magnitude in most tme of the period, and
reaches the required scale at the end of the period rapidly. The strategy is sensitive to the manager's
risk tolerance, the asset volatility rate and the liquidity coefficient, but it is insensitive to the security
excess return rate
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