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Assume a Black-Scholes model and consider the Merton problem
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over ϕ P Apxq. (1)

Exercise 13.1 Assume Upxq “ ´e´γx, γ ą 0, and solve (1) using the dual method.

Exercise 13.2 Assume Upxq “ xγ

γ , 0 ă γ ă 1, and solve (1) using the dual method.

Exercise 13.3 Assume Upxq “ logpxq and solve (1) using the dual method.

Exercise 13.4 (Python) Plot the paths of the wealth process for the exponential, power and
logarithmic utility.
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