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Study on risk management with an imperfect trading strategy based on a uncertain
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In a financial institution, a risk manager uses a mathematical model to represent
the financial market. A risk manager plans and calculates an optimal trading strategy, based on the
mathematical model. But it is impossible to know the true model of the market and it is difficult to
realize the optimal strategy. In this study | assume that the market model is uncertain and a risk
manager cannot realize his or her trading strategy perfectly. Under this condition, | consider how the
market risk is managed. I study a multi-period risk measure, an optimal hedging strategy and how to
measure the model risk.
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