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Abstract 
 
Motivated by the classical problems of portfolio management and principal-agent models, we 
present a general model for portfolio delegation, where the investor delegates the investment 
to a mutual fund manager. Optimal compensation for the manager and optimal investment are 
discussed in the framework of principal-agent models. We derive the stochastic maximum 
principle which offers the sufficient and necessary conditions for the optimality, using the 
technique of backward stochastic differential equations. We introduce the State-Contingent 
compensation, which gives a theoretical basis for benchmark-based compensation. For risk 
sharing model, we give a sufficient condition for the optimal compensation to be linear.  
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