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Mathematical Model Example: Investment Problem

[dentify Mariables * Today's investors are presented with multitudes

3 e 5 of investment opportunities. Examples of
investment problems are capital budgeting for
projects, bond investment strategy, stock
portfolio selection, and establishment of bank
loan policy. In many of these situations, linear
programming can be used to select the optimal
mix of opportunities that will maximize return
while meeting the investment conditions set by
the investor.
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The Structure of Quantitative Models
+ Mathematical expressions (e.g., equations
or inequalities) connect the components

« Simple financial-type model
P=R-C

* Present-value model
P=F/(1+i)"

« Watarials Imit |
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