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Abstract

Our research is based on a non-perfectly competitive market and supposed the
trading strategies of the institution investors may affect underlying stock price with
cost. While trying to find out the specific strategies to maximize the profit, we use the
mathematical methods of Markov process and dynamic programming to develope an
investment theory of institution investor. We take stock return levels as states and
adopt the concepts of transition probability to revise the trading strategies. By using
our model, institution investors may arrive at the optimal policy and the expected
return from a given probability structure.

Keyword: trading strategic; institution investor; markov process; dynamic
programming
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