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Abstract: The equilibrium investment strategy for a DC pension plan with derivative trading under the
mean-variance criterion is considered. That is to say, a representative member of the DC pension plan is
allowed to invest not only in a risk-free asset and a stock, but also in a derivative. The stock price is de-
scribed by a stochastic volatility model. Within the game theoretic framework, the analytic expressions of
the equilibrium investment strategies and the corresponding equilibrium efficient frontiers are obtained in
two cases, with and without the derivative asset. Finally, numerical examples show that the stochastic
volatility and risk premium have significant impact on the equilibrium efficient frontiers, and the equilib-
rium efficient frontier of the case with derivative is always better than the equilibrium efficient frontier of
the case without derivative.
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