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Multi-period mean-variance asset-liability management with
endogenous liabilities and uncertain exit time
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Abstract: This paper investigates a multi-period mean-variance asset-liability management problem with endogenous
liabilities and uncertain exit time. Being different from exogenous liability that cannot be controlled, endogenous liabilities
can be controlled by various financial instruments and investors (institutions)’s decisions making. In our model, investors
(institutions) optimize allocation not only for their assets, but also for their liabilities. Firstly, by using the Lagrange duality
theory, matrix Hadamard product technique and dynamic programming approach, we solve the model analytically. Then,
explicit expressions for the efficient strategy and the mean-variance efficient frontier are derived.
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