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Optimal investment strategies for defined contribution pension with
a financial derivative
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2.School of Mathematics and Information Science, Jiangxi Normal University, Nanchang 330022, China )

Abstract: The optimal investment problem for DC pension with a financial derivative is studied. We assume that
there are three assets in a financial market, including a risk-free asset, a stock and a financial derivative.
Assuming that the pension manager aims to maximize the expected utility of the terminal wealth, we use the
dynamic stochastic programming principle to obtain the closed-form solutions of the optimal strategies of DC
pension fund in both the exponential utility and the power utility. The numerical results of risk exposure and the
effect of model parameters on risk exposure are analyzed.

Key words: defined contribution fund; dynamic programming principle; optimal investment; derivative



