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An investor receives annual income from a building society of z; pounds in yvear . He
consumes u; and adds xy — uy to his capital, 0 < wu; < x;. The capital is invested at
interest rate 6 x 100%, and so his income in vear t + 1 increases to
Tl = alwe, ug) = xp + 0(2p — wp).
. . . . h—1
He desires to maximize his total consumption over h years, C = >~/ uy.
(Hint: using dynamic programming, and c(x¢, us,t) = ug, Cp(ap) = 0.)
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