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Abstract

Purpose: Because in today's real world, financial and economic management issues are imbued with noise and chaos for
whatever reason, from the point of view of mathematical analysis, these types of issues can be studied under the title of
optimization problems, but controlling chaos or random noise is one of the most important topics of discussion for
every mathematical researcher and economist. Therefore, in this article, we try to examine this discussion of financial
management from the perspective of optimal stochastic control.

Methodology: In this section, the fundamentals of dynamic programming, inverse evolution, Dynkin's formula, and
finally the Hamilton-Jacobi-Bellman method atre used.

Findings: Because in optimal control problems, the goal is to find a control to create a suitable and optimal path so that
the objective or cost function reaches its best possible form, this article attempts to examine financial management issues
from its important dimensions, meaning that which components play a role in the control role are identified, the
remaining parts are formatted accordingly, and a corresponding dynamic system is created.

Originality/Value: In this article, we present economic and financial issues in the form of stochastic optimal control
problems. From a mathematical perspective, to find the solution, we establish a value function based on the boundary
conditions of the Hamilton-Jacobi-Bellman equation. By taking the derivative with respect to the variables, we arrive at
a system of equations that depends only on the time variable. Finally, we obtain the solutions using methods such as
Bernoulli or Riccati. By substituting these solutions into the value function and its derivative with respect to the path, we
can find the optimal control function.

Keywords: Financial issues, Optimal control, Dynamic programming, Stochastic control, Stochastic differential equations.

Corresponding Author: Ayari@pnu.ac.ir d.} https://doi.org/10.22105/ssfmi.v1i1.90
Licensee. Strategic Studies in Financial Management and Insurance. This article is an open access article
@@ distributed under the terms and conditions of the Creative Commons Attribution (CC BY) license
(http://creativecommons.org/licenses/by/4.0).


mailto:dastam66@gmail.com
mailto:Ayari@pnu.ac.ir
https://doi.org/10.22105/ssfmi.v1i1.90
http://www.ssfmi.ir/
mailto:Ayari@pnu.ac.ir
mailto:Yousef_edrisi@pnu.ac.ir

sty ialline

dow § Tlo o o 8 (58 gy Ot e SSMEL

Y‘~—Y‘A‘(\\°~\‘)‘(\)¢,L¢.:.‘\ 0y 93

www.ssfmi.ir

.
o9l oo cusyy9 St 8,90 5 ol digs S Jiluano oS
5275 o3 gy b Al
'L)I)"‘ Lu|).e) s)5.3 .DL..: oEisls ‘4.:[.) ‘a9l.c IRLOW K ‘gs‘bl:’.) 09;\
oS>

. %

J,ba,la;;,\Sqwld(;i.:bu}u;;lmﬂul?!;,a«{@u;;u;;uqﬁw@bﬁfJiLM wyg el 28l Slis 55 e 1BAa
Gl Gl (ol Sl 5 b SSEABT S 313 3 o 2 2350 Sty ol Ol Ol 1) Jolws £5 00l 2L
ag.kib)\ béu )}A‘ Co e Coo u’i‘ S ol w\fwdju.a u.:‘ BE 1 el UuT&auC,.pf JJJ‘&:A:M‘ B Q]DDLGJ.:%‘);;&Q)
(22 L3 s 2y (Bl Ay J S

oolim 2 S stkals g 5 ke 9 oSo5 Jge b o wgSiae JolSS b o (552000l ool sl 3 CaanB ol 5ot aghs wlid g,
el ol eslazl

JQZJ}QQQ}&QQMGUQ\U@n\%}w%w&‘%%&,&f&jng g J S lee 3 o ilaadly
ﬂjsuwy‘aIJSASJ’M&J{:}Lw)ﬂQTV.@aAl.w.gljlél.aQﬂﬂm&wtwhﬁwd&aw\y\ﬂwﬂy}o&
Al Al sl blie &Q)M}abﬁdd}gqu Lol b conlize [y nond 4 5 -l | Lapl S e 285 gLl J S
Syl O@Jibj‘)aéjscjbﬁ L gy IS Jolos LB 551y Il g oolasl il allie ) 552 sk 039381 5,1/ Lo
s (55 300 b 5 028 oo S o= S5m0 3kl ol (65 Jaal e ()l i 1y o)) 0l S5 el 00,5 1y
buwv&&{)b‘é}bﬂ L5ke duut'j))‘ a)W\L@L@;}M)‘_;G ol QLGJJ_ASAMM‘}M:ASL;Y}L&»AL{LA}M 4LAJ:;:;44_»

358 1 |y i U8 b Ol ot e 42 o T 31 30 5 351 03 el ) (6N b g sl sy

u&}ha:v J:w\;d.i} C)YJLM cg!JLsa:v ij..s cLi}..): 6J.'J“)MLJJJ ‘4\..3@.: JJ.'LS “_;La )}A‘ L}iLM.A L&oj‘j.&is

doddo -\

3Ll (5o (6 S e 31 (63l Ml oo slods o e il (S 2 s S 31 (G o3l s b filews 5 el oy slis 55
Lsué)L‘dJﬂﬁ@’L.) LSL&)\JA J\ oslaw! 4[.‘;.»:‘) U'-’-\)J [1] JMJL;a 39> 94 aliseo JA‘}.GJ‘ aS S Lﬁ-uﬁfj Q:AI:};:J&J.:JUQ}J JL&}
5uw o S Sl (alas 4 IS (6555 dlnl cnl 31 S ls Slelp Sl Jle Slasenad ($iluang @l 4 b
badomoly 8L dlis 4 (28 (6,53 3 4 Li 5 S olgeay (holaal gy I8 1 [2] 5315 0 CumbaBpde 5 ol Lyl Lo (Sals
d)‘ﬁ‘\ilﬂﬂj L;H.a ‘LSJL‘*‘:‘;‘ Lgl.ho)’j} BE) aj.jjﬂ\g L“’JUJ U'«" ..L")b uﬁ.fu u.“.d}\ &Lﬁﬂf L.'_ Q..:&E_Br.).c UAQT)J S Sl ‘-;lil.m«ﬁ LS‘)’ g
f‘j” 9 &M.U s;,..v_JiJ..A ‘Uﬁ&b‘.} U"a‘-‘"’”ﬁ 6)\..»4..:@_: L;‘J" .L.a‘);L;a Lhu:)) &J’f-‘ sL;SLA Jil.vuﬂ BE) Lupl:- )).]94_» .J})\.} 6.)\1) >J,3)l5

3] 55 el (gl dSale o (slas 55 2l


http://www.ssfmi.ir/

cee JHG 9590 39 (OGS dings J S Jolwwo IS /55 15 s 31 5 54

I
el (o5 (53t 3 ) ol ks 355 5y B3 gy U8 oS 31 Il bl o 5 o ¢ B 3
35 Mo Slaons 55l Sl o s el L &1 i ) sl i S ol 53 3ol il SY¥las 3 b 51 o
350 53 dlas ¥ i5u 53 Gl el a5 0 s allis fl il Jbe slaylil 53 350 50 L;ng;,_xwr»«,@,; b atasn ooy
i 3 U Jom 5 Unlte 5 ¥ i s sl s b talis 0 ¥ e 3 sl e 5 3 e el ol JUe bl
5o Oy P o 5o las Ghymaz 5 Ll 5 Sl e LB O

b o Jiluws 3)50 55 llaa -¥

Sl sl -Y-)

Nl bassyls Jbosladl sle b Sosy alaly QT@:p),a el Jlo slalilb b das o 5 (63 0,18 Lol 5l slasla Il Slsl
Ao 00ls plsear ) plew Coad (Il 0ol ) S aS I 53 355 o0 55500 CS30 S plew Do bl 5 b Y3 o) 2 Jbe

Syl s |y plem ol Olizies bl 50 ¢ 3olas gllua 3l eslinul b a8 Sl 2D6 3 alien 55,5 o
Sl g3l Jae-Y-Y

e LSU:&J;M)) b S e S bl e o 5 ol Ko 4 a5 Sl Jo el 2 e 2l ) S Hb soladds
ol Jdy 505,20 SOl 4 Jbe Soludie cdipls 53 elazt 5 b (oliadl suaze Jolge 500 Lajlil a5 ol el slos 5o
55 SISl s glaus b Ll 5 Sy Jlowd s 25 40 a8 S o0 SS ey g e 5 Wodls o 4y L dl ol [5] o
S @Lﬁﬂbdwduﬁ’w Ol s Qlﬁbjmﬁdqubqﬁuduﬁ)udM>@b¢&al o lea Jlludae sils s e
5 Ol 4 badie ol 395 oo dboul (g3leaml 5 Jlo (claandls 5l oam s8N ol 53 a8 ol gl glls Jle (s5lwd e =S oty
P06 grosls 31 Vsams  Jlo (il e [B] 48 o i 5 Jalows 1L Leds o 28,0 SO Il Canioy B S o SS oyl IS le o
oslizul sl OS  (solude 3l ol 534S ol s sl b Cond 0l 53 50 @505 S s e3litasl o] (g 3luwands (51 cilises Lo b
53 e QLS | aSle (2051 b Do 5 Ygama ¢ Bolad il s SVl 53 Sl (gla s s Lo sl (o gl S 3 050 o
Ol 33,5 oo Dl oy 2 5545 Slagle o 2ass (201> o L 0 S oo (OIS 50 0oy o 53 S ds Slapges Oloa Lad 28

.J)&&)‘;\f@.udﬁ»éﬂi)o‘ju\gbytjl{aw&\abﬂﬁljyd{Ql{é@w\&éwwy)wdg‘l.cjw):&\.mﬁ

sPolas dinge J s ¥
e J,5 Y-

.;ﬁdn6.x;.34:.w>ajjfjspdwaC.:Ujé.:nl.:.p)b\é-bc\gc\;-jsijqli@w&w\ﬁk)%jvls@up%dﬁf&w

AL golal

A ds Sleweai b o slasnss Yaems J xS .l u(t) €U © R™ (63459 1o, 6l Hlome polie aggames 1 1S (gliabd

JJLAJJA.J).LE.A AJ‘M‘M\)#L:JWJJ‘)DU)}&JAJL«P\M

1 Stochastic Calculus (SC)

Y‘\



(\f'Y') Al G)L&.:IA\ )92

rY ¥ Y Aramio dowd 9 (o o o 39 (50 0!y SlaSliae

Oy gty LS oo oo 1y Sl JlSS w5 a8 il ds Tty 1 Saliys OV slae

x = f(t,x,u),x(ty) = xo, )
6l-“d~‘-‘)>j-"-‘f‘l-'uj‘-’x“li;;1‘-’*blj;&LS)j)lS&)-'W;' .@‘W}ﬁ)éﬁ&f:[to,tf]XRnXUﬁRncU&T))“\S
W@ww\u& ch&tg.L&jub}MW&M}@W;:)J}J}CJ}QAJ)LAJ s ‘Lgfbwlu&.“.xﬁ..:

.mpu\;bmgh’ﬁ»ﬁ

Dot 2l a5 Gl Glaay 58 51 2S5 Do (Ol S8 Sk 2Ll Gl Ses L Gia 16

Z(u) = thL(t,x,u)dt +9(x), Q)

0
oL b a3 P(xp) .@\@Uj&ﬂﬁ);ﬁad&)lﬁﬁﬁgjuéwdjf\ cay 3 odaasplis Lt 2, 1) O 53 4 558 oo i 25
s ool Gua .>j,&cjlu Golwado b (gilwaraS Oy poes .U‘)SL;AULMC);QM.MDJJWBM&WWJ@M‘j
S5 e oy g 4 () dalas U S Iy odlied 558 5 am s o 52 0 Consl (1) Sl e Lo ST (gt ot 45 o] ol g S

s s

s aige Ju8 -0 -)
‘mpa.x.:@w.uwp,@>¢)yg@uu#;i(\‘)J.ucu}(\)ds,@:uﬁ;w«sww\ﬂy,szgﬁ
3,85 3 ezl 5 olas Sk o SEles Koad lew

olas dige J 08 -Y-\-Y

uﬁ-:«ﬂP.rsj &nmi‘) CA.:J.{JM Lile JLA} LsJLﬂ;;‘ ‘_SLA%:.A))J Yjw ‘-bj:"d‘ oalanl uT)‘ d’:‘ahj Ui‘ BE AS;SML’GS g dj’“g JiL“"“
SBEss JS slasasys s Sl gl e Ll s aS a3 93 54 | bsleas Jeeil s SYslae 5 Ll ol [B] ) 0 sS4 s oLl
O pots adgl b oo bolen Bolias sl as dslae S 0,3 [6] ks )l 3 dslas slasy

{dx(t) = f(t, x(t), u(t))dt + b(t, x(t), u(t))dw, )

x(s) =y,
Ft2,u) o5l pSw .ol S e u(t)e U)Mlig;fwjﬁdcﬂx(t)sR"w.g:....dlR"pa.)u:asbjbﬁy;ﬁ);é@l

Come o U 2 J 58 i [1] w\ﬁyamcbb(t,x,u)ju:sbcb

u(t) = u(t,x(t)),
3 S (oL ala,y Bl 4 gl 9355 0 4l

J(s,y;u) =Eg, [ fTL(T,x(t),u(t))dT + t,b(x(T))], )

S0t o3l b OST 5l e ST

T
V (s,y) = inf (E, [ f L(z, x(1),u(r))dt + ¢(x(r>)] ‘) = J(s,y;u), ()

1 Stochastic Differential Equations (SDE)




cee JHG 9590 39 (OGS dings J S Jolwwo IS /55 15 s 31 5 54

aypa Plas oS ol i IS ut 5 Sl x(8) =y adgl Ll 5 51 laas JB 4y sa Blas gles VC_,UUZJ‘JI o 3 aS 355 e al))
J%&l{h«ﬂjjl{&;}‘ ‘A;,:EJJ.:;SAJWJ;—L5L.3L5\4J>\;uCbsaw\gulixdﬁjubﬂg&eyljl oslial Ldas o Cowsw )
rol (6 513k B o iy e gl g el 3 [3] 2

6] 'L sy st Jool =\ o

V(s,y) =inf (Esy [thL(T,x(r),u(r))dr + V(s +h,x(s + h))] :u), )

X(0) b 123 o nsSine Jolas Shee 5 pyen o 353 o osd d3) a3 b 3olss Jomil s sbas 51 U o x(E 4 1) o 53 oS
J;Cj]dﬁYHCJ)MMQ‘J;JAb(r)gbw&m&%bﬂbw@jaﬁ@j}

Aslns Jauss odsdd 5 X(0) b Lo pusSine JolSS 55000 (6, %) A5l Sl IS siller b sl 8] T usSine JolSS - o]
g t(s) = 1 ol JES L (1) _polds fomsl s

1
A'® = D@+ f.V,0+ Tr(bb'D}0), V)
Trace(bD2V) = X7y bV, V 3ty DIV 0T 13 S

;s <t g [2] 7 oK Jge b =Y s 45

Eq@(t,x(1)) = 0(s,y) = Eg [ f t((bt (r.x(D) + A e(z, x(1))d1], o))
U S ol 5248 358 o 4 5 i 53 (V) dslas 5130 3;;1*‘ 5oL (gl Sl ) 50 e ( (Bola an J S b Jo- gl 039 4!
SLrosls 1 ol ol s osllan 5 Show gy (5525006 2 3 205 oo Jasd Ut (1)) Sy oy 2555k 056 S szl b £ 5ley 5o
s e b5 s eyl

V(s,y) =inflJ(s,y;w)], (1)

(5,Y) aor 1y aS Sl Sis opl bl utag 555556 J Sk

V(s,y) =](,y;u").
Dy sn Jool Bolial ag J S 4 gl adslas V b gl 0800 Jga b 5 b S ool oS5 L

av ) av . 1 (\+)
P min[L + A¥V] = 55 T min [L + f.D,V + ETr(bbTD,%V)] =0,

b =b(s,y,v) sL=L(s,y,v),f = f(s,y,v) cv=u*x(s) =y ol ;55

oleidoy b, - ¥

27 Jomdls dslas Dl V(1 %) 055 o0 g2 3 Ml (B3l aiog I 28 G b 3l s Jo- 61

v 5
E+H(t,x,DxV,DXV) =0, CR))
V(T,x) = g(x),

1 Principle of dynamic programming 3 Dynkin
2Reverse evolution

ry



(\f'Y') Al G)L@.:Ic\ )92

v ¥ Y A don § SFlo o oo 4 5 gty el

Sogo Sskels B H 50058 o pelim o sS15m 0 sosls dlolas | 0TS 8L

H(s,y,D,V,D2V) = min {|L + f.D,V + %Tr(bbTDfV)] ‘), (Y)
bt =u(t,x) aug J 5 5 V(LX) u;;,\@uoﬁbu)lsw‘gswwd;s&wydu&w(\ V) dslas 358 o b yre
dalre sl lahardin b o asle (s3de slaghs, daesls O o ln 5 o sl JS sbay dhslae pl Jo cAS o jaseiee
J a3 il o S ol 3550 gl 1 o oss o 5 S oo sl ) (S gl Y B8 (V) o g i ol
S abslae al s s o Jiin a8 g5 Jomil s dalre S Olsieas HTB abolre 4 sl o holial gy J 287 Jolows ot
w8 ol pl 3580 o V(6 X) 550 b sl 0T o) By G b 5l Dl G 033 et b 5 U i (5Ll 55 b
slns 3 e ool 313 513 350 s HIB Wlas 550 b3 31 035 mdom by i) s S8 cdlss 35 0 2 (L) Syt
G2 Al e Szt Sl e Solg 3 5 B3l ang S Sl O o b posle Costr |y Jgene Jonil s dsle G HJB

o4 IS LI s B mb s

V(t,x) = P(t)G(x) + K(b), )
S0 441y G(X) 050 S5 s 050 P(T) # 0 523 L o1 53 S VT, %) = PTIG(R) + K (T) ol (550 b5 Jlosl b s

g0 —K(T) 09
G(x) = BT =ag(x) =B,
Q)ﬂ‘bbQTd\}:db(\‘ﬂ)‘db\&GJD(\$)‘dbwtﬁ)lJ§ib—L)a:$,ﬁ:%d—“))6})}Tw5m

V(t,x) = aP(t)g(x) + K(t) — BP (L), (Vo)
3 Ot alos b Glg 3550 5)Sal HIB aslas (5350 Sl ()l slion s S5l s 45 Sl alamSla B 5 i
alae 4 (VY) dslas 3 bagyT (6,135~

abg + K — BP + min {L + ang' + gTr(bbTPg")} =0, (\#)
S Al dialy gl Slaber iz al o PP KK ) JSCze Jolse Dyt (VF) sl L, f ol 5 sl o a5 L s 358 0 Jods
IS & SVl olSisey al o ool 0313 13 oo |
{f’(t) +F(t,P() =0, (W)
K@) +G(t, K@) =0,
Dol b 5 S ULSEI a5le (slgdins b Jolows s 51 5T ol 5 o adlns (655l 3 i 5 Dl alB e o ol oS il o 3
adaly 51 IS rne 0l o (V) dsbas s (VV) dsbas (slacily K- L lulgs 538 o SIS dslae b s 5

av
w'(®) = - =UE RV TY). (A

Lh‘j J.> 9 Lsad..: LSLQJL?‘“ -0

D gon 4 pp b S o8 il

2.y = Byl

0

' zxz(t) + 1uz(t) dt + lxz(l)
2 2 2 ’

1 Hamilton-Jacobi-Bellman (HJB)




cee JHG 9590 39 (OGS dings J S Jolwwo IS /55 15 s 31 5 54

IS8 4 olas sl as alslae shyls

2(t) = 3x(t) + u(t) + 4 (e),
Syt b oels w0l 0 Bb Sy 5l B

orv 7 , 1 }_ v 1(av)2 v 7,

H(t,x,D,V,D%V) min (3x + )aV +8 +=x? +=v? +
, X, , = xX+v)— ——t=-x“+zv x == — +=-x%
X ueu ox 0x2 2 2 ox 2\9x 0x? 2

Oy geo 40 HIB ol 4525 53 b oo Cows 4 J S v=—Z—ZgB=:3\l{ASJ)jT‘.:...~.>4...
av+ v 1(av)2+ 2%V
ac 2% ox 2 \ox 9x?
V(1) =52
\ X —2x ,

7
+5x%=0,
Zx

O3 xSt LaS V(E,x) = P(D)x2 + K(£) & yguots U35 @B adsl o b 5 Wit (g3l 30,k SV HTB sl J 61 Zons

s b slagladasdir ol ol oS (s Jeredl e slre @ HJB dslas 53 bapl (6 )10 56, x (gla puite 45 o
s Sl

aV—P 2+K6V—2P
R M
HB 53 g )l

. R 1 7
Px? + K + 3x(2Px) — E(ZPx)2 +8(2P) + Exz =0,

FCSls el laly laglakes i s 5 03,5 55 5l

. 7 .
(P+6P—2P2+E)x2+K+16P=0,

Syore Jomiltes dslas (o 4 Ll G5 alae ol 0315 13 i

P(t) + 6P(t) — 2P%(t) + 3.5 =0,
K(t) +16P(t) =0,
P(1) = 0.5,
K1) =0,
Cand K(8) 5 P(8) 6l by O > 31 s w358 oo ool HB alslas (3 50 b5 51 P(1), K (1) (6350 ol 0 55 45 s ot

P(t) = 1(7—3esf—8) K() = 81 (1 3 8t—8) 56t -+ 56
)= 3 Ty 3eors KO =8In{z+7e 50
1(7 — 3e879) 1 3
V(t, x) = 5 {7 3008 x?+8In (Z+Ze8t 8) — 56t + 56
55 o Jool S o8l a4 Cund V(6 X) g5 e 2 S L
ov(t,x 3e878 — 7)x
ey = VD € )

dx  1+3e8t-8 "
0D Rl Cgls Slradlss Jls5e 5 Lol osls gLES Y ) duJS.ﬁ-): e au(t,x) ang a8 e 5 V(t,x) c\s Sl ls el
O oty 28 Gasli s Sles a3y Oly rimmen diies aboads LB F 5 ¥ gl |

J* =V(0,0.5) = 45.79168678947490.

¥



(\f'\') o\ o)l».:u\ 093
don g Flo S 0 10 SOty OlIllae

\d 4 ¥ oY Aisio

-39l o J.éb-

=45.791687894749

Figure 1- Diagram of the value of V over time and state path.
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Figure 2- Diagram of the control function u in terms of time and state path.
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Figure 3- Graph of the function P(t) over time.
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