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Multi-Period Portfolio Optimization Under Principal-Agent Relationship
ZHU Xu
(School of Business Administration,Hunan University,Changsha 410082)

Abstract: Using the mean-variance utility function, this paper constructed the multi-stage portfolio
optimization model under the principal-agent relationship in the case of information asymmetry. The
multi-period optimal investment portfolio strategy and the multi-period contract between the principal and
the agent were also studied. The analytic solution of the problem is obtained by constructing the
auxiliary function with the dynamic programming principle, which is the optimal linear contract and the
optimal investment portfolio. Through the simulation analysis, the paper got the effective frontier of the
principal and the agent respectively, and it compared the merits and demerits of investors’ equivalent
investment and delegate investment.

Keywords: Principal-agent; Multi-Period Portfolio Optimization; Linear Cost Contract; Equal
Investment
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