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Abstract

'd
Under a logarithmic utility function, this paper studies optimal portfolio

problem in a discrete-time, finite-horizon setting, where short-selling and
leveraging are prohibited. We suppose that the random return of risky asset
depends on the economic environments which are described by a Markov
chain. Employing dynamic programming theory, we obtain a closed form
solution of the optimal investment strategy. In addition, with the help of
stochastic orders, we discuss the properties of the optimal investment strategy,
and then investigate the impact of economic environment regimes on the
optimal strategy. Finally, we derive the order of ranking the optimal

proportions invested in risky asset.
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