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Abstract: This paper investigates the optimal consumption/portfolio and retirement problem of an agent under
inflation. By using It6 formula, the real wealth process discounted by inflation is derived. Based on maximiz-
ing the expected discounted utility of consumption both before and after retirement, the corresponding HIB
equations are established by applying the dynamic programming method. Furthermore, the strategies for the
optimal consumption, portfolio investment and retirement are derived. Finally, a numerical analysis is provid-
ed. The result shows that before retirement, the investment of the agent may increase and the consumption may
decrease when inflation volatility is appropriate. If the inflation volatility is high, the investment of the agent
may decrease and the consumption may increase to provide for the inflation losses. After retirement, both the
consumption and investment of the agent may increase. The result of the paper has important reference values

for investors.
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