= '\ INSTITUT —~ ™~
\% 17™FINANCIAL RISKS Louis Bachelier Louis Bachelier
INTERNATIONAL FORUM \/ \/ LABEX

BiG DATA & ALGORITHMIC FINANCE

Olivier GUEANT

Full Professor, Université Paris 1 Panthéon-Sorbonne

Olivier Guéant is Full Professor of Applied Mathematics at Université Paris 1 Panthéon-Sor-
bonne and Adjunct Professor of Quantitative Finance at ENSAE. He leads the team «Modé-
lisation Financiére at the Centre d’Economie de La Sorbonne. He uses statistical methods
and stochastic optimal control tools to address quantitative questions related to optimal
execution, portfolio management, and market making. In particular he developed market
making models for dealers on OTC markets (notably in FX and corporate bonds markets).
He was awarded the Rosemont-Demassieux Prize for his PhD on mean field games in 2010,
the EIF/FBF prize for the best paper in finance in 2016 along with Charles-Albert Lehalle
and received in 2023 the IEF/Scor award: Best Young Researcher in Finance and Insurance.

Olivier GUEANT and Philippe BERGAULT.

To assign a value to a portfolio, it is common to use Mark-to-Market prices. But how to proceed when the securities are
illiquid? When transaction prices are scarce, how to use other available real-time information? In this article dedicated
to corporate bonds, we address these questions using an extension of the concept of micro-price recently introduced
for assets exchanged on limit order books in the market microstructure literature and ideas coming from the recent
literature on OTC market making. To account for liquidity imbalances in OTC markets, we use a novel approach based on
Markov-modulated Poisson processes. Beyond an extension to corporate bonds of the concept of micro-price, we coin the
new concept of Fair Transfer Price that can be used to value or transfer securities in a fair manner even when the market
is illiquid and/or tends to be one-sided.
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