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On the strategic behavior of large investors: A mean-variance

portfolio approach
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5. Conclusions and further work

We have successfully addressed strategic behavior of large and
atomic players in the context of portfolio management. Our model
permits to find the optimal portfolio for each investor, some of
them capable of moving asset prices when trading. In this frame-
work, we also explained that the efficient frontier is different for
each player and depends on size and degree of risk tolerance of

the remaining investors. We show how to compare this efficient
frontier with the perfect market frontier.

The two investor-two asset example allows to quantify and an-
alyze how both investors are affected in this new market setting.
We compare results with respect to standard settings and also be-
tween both players. As expected, the large investor always bene-
fits (at least achieves equal results) in terms of risk-return perfor-
mance. Atomic player can also benefit if it emulates the strategic
behavior of the large investor. This expected pattern of results ob-
tained in risk-return performance helps to validate the model con-
structed. The example also allows to do sensitivity analysis with
respect to risk tolerance and price elasticity of volume traded.
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