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Optimal investment strategies based on deposit-loan spread and
constant elasticity of variance model

CAl Jiangjia, LI Quan
( School of Mathematics and Statistics, Ningbo University, Ningbo 315211, China )

Abstract: The asset price venturing processes are assumed to fit a constant elasticity of variance model. The
optimal portfolio strategies are studied with different borrowing interest rates. With the exponential utility
function and the logarithmic utility function, the corresponding Hamilton-Jacobi-Bellman equations are
established, and the explicit solutions of the optimal investment strategies are obtained with the corresponding
utility functions using stochastic control theory and Legendre transformation. Finally, some numerical examples

of the optimal investment strategies are given and an explanation in economics is also provided.

Key words: constant elasticity variance; optimal investment; Legendre transformation
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