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Abstract. The model of this talk gives a convenient strategy that a bank in the funds market
can use in order to maximize its profit in a contemporaneous reserve requirement (CRR) regime.
The reserve requirements are determined by the demand deposit process, modelled as a Brownian
motion with drift. We propose a new model in which the cumulative funds purchases and sales are
discounted at possible different rates. We formulate and solve the problem of finding the bank’s
optimal strategy. The model can be extended to involve the bank’s asset size and we obtain that,
under some conditions, the optimal upper barrier for fund sales is a linear function of the asset size.
As a consequence, the bank net purchase amount is linear in the asset size.
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The scientific seminar "Money Finance Banking" (MFB) is jointly orga-
nized by the Department of Finance and the Department of Money and
Banking from the Bucharest University of Economic Studies. The pa-
pers presented in the scientific seminar MFB are selected corresponding
to high research standards. The aim of the scientific seminar is to dissem-
inate valuable research both to academics (professors and Ph.D. students)
and professionals. The finance and banking professionals are welcome to
attend the scientific seminar by communicating their intention to partici-
pate at the E-mail address bogdan.negrea@fin.ase.ro until November 20,
2019.

Event coordinates: 5-7, Moxa Street, Front building, Room 3209.
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