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Finance-Investments: Natsano has at most $50.000 to invest in the common stocks of two
companies. He estimates that an investment in company A will yield a return of 10%. whereas
an investment in company B, which he feels is a riskier investment, will yield a return of 20%. If
he decides that his investment in the stock of company A is exceed his investment in the stock of
company B by at least $20.000, determine how much he should invest in the stock of each
company in order to maximize the return on his investment.
Solution
let investment in company A = $x So, investment in company B = $( 50,000 - x)
Now,( investment in company A) - (investment in company B ) >= 20,000 Or, x - (50,000 -x )>=
20,000 Or, 2x >= 70,000 or, x >= 35,000 Now, investment in company B gives a return of 20% .
So, he will try to maximize the investment in company B , which is case when x =35,000 Such
that (50,000-x) = maximum possible = 15,000 Thus, investment policy is: Company A = $ x = $
35,000 Company B = $(50,000 - x) = $ 15,000.Read less
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	1. Finance-Investments: Natsano has  at most $50.000 to invest in the common stocks of two
companies. He estimates that an investment in company A will yield a return of 10%. whereas
an investment in company B, which he feels is a riskier investment, will yield a return of 20%. If
he decides that his investment in the stock of company A is exceed his investment in the stock of
company B by at least $20.000, determine how much he should invest in the stock of each
company in order to maximize the return on his investment.
Solution
let investment in company A = $x So, investment in company B = $( 50,000 - x)
Now,( investment in company A) - (investment in company B ) >= 20,000 Or, x - (50,000 -x )>=
20,000 Or, 2x >= 70,000 or, x >= 35,000 Now, investment in company B gives a return of 20% .
So, he will try to maximize the investment in company B , which is case when x =35,000 Such
that (50,000-x) = maximum possible = 15,000 Thus, investment policy is: Company A = $ x = $
35,000 Company B = $(50,000 - x) = $ 15,000
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