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Maximizing expected utility from terminal wealth under case of different rates
between borrowing and saving

YANG Zhao-jun , HUANG Li-hong
College of Mathematics and Econometrics, Hunan University, Changsha 410082, China

Abstract: This paper studies the optimal investment strategies of maximizing expected utility from terminal wealth.
According to the fact that the borrowing rate is higher than the saving rate, and by adoption of the utility function of
U(x) =x/p, 0< p <1 for the investor, we develop a new method of Guess-Verify instead of stochastic dynamic
programming with It6 formula and nonlinear programming technique to solve the optimal investment strategies, which
is easy to handle.

Key words: investment in risk asset; stochastic optimal control; methods of trial solution; Ité formula; explicit

so-lutions
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