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Abstract 

 We use an infinite continuous time framework to model the effects of price 

difference on a consumer’s purchases, consumption, and inventories of storable goods. 

By closed form solutions under sufficiently necessary conditions, it is shown that 

consumption, frequency and quantity of purchases, and inventories over lifetime are 

simultaneously determined. The purchase is interval and its volume increases with price 

difference. Although the optimal path of consumption is smoothing when inventory 

does not occur, it is cyclically with inventories sawtoothed because of repeatedly 

explosive purchase (or BAKUGAI in Japanese) and time-dependent inventory cost. 
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