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Abstract

In this talk, we discuss a discrete-time model where the underlying asset price is
subject to stochastic volatility and liquidity for optimal trade execution. This model
is an extension of Almgren and Chriss' model. Instead of the mean-variance
criterion, we consider the mean-quadratic criterion for choosing the optimal
strategy through applications of Markov decision processes. We carry out a
numerical analysis by Monte Carlo simulation and provide detailed comparison
results under various risk aversion criteria. Finally, we change the lever range for
the risk aversion and compare the performance between the mean-quadratic, the
mean-variance, and the expected exponential cost.
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