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ON STUDY OF OPTIMAL INVESTMENT WITH INFLATION
UNDER KNIGHT UNCERTAINTY AND REGIME-SWITCHING
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Abstract: This paper studies the problem of optimal investment with inflation under Knight
uncertainty and regime-switching. By using the It6 formula, a-maxmin expected utility model,
stochastic calculus, we obtain the dynamics of profit flow with inflation under regime-switching and
Knight uncertainty, the profit flow calculation formulae with inflation, the critical present values
of the profit flow and the explanations of the effect of the parameters on an investor’s decisions.
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