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Abstract: The consumption object considered in the traditional investment consumption decision problem is either a single
perishable product or a single durable product and the borrowing rate of the bank is assumed to be equal to the deposit rate. In
this paper the borrowing rate of the bank is assumed to be higher than its deposit rate, and the consumption objects of the investor
are supposed to be a mixture of perishable and durable products. The unit price of the durable product is assumed to follow a ge-
ometric Brownian motion and the physical depreciation rate of the durable goods is supposed to be a constant. By using stochastic
control methods, optimal investment-consumption strategies are derived explicitly for the isoelastic utility function case.
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