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To overcome the intractability of consumption-investment problems in incomplete markets, this paper develops approxi-

mate solutions to the maximization of isoelastic utility from consumption with infinite horizon in a market where state

variables follow a multivariate diffusion. After proving a general verification theorem that links the solution of the

Hamilton-Jacobi-Bellman (HJB) equation to the value function and optimal consumption-investment policies, the paper

develops point-wise upper and lower bounds of the value function, which have closed-form solutions in typical models

and lead to approximate policies with an explicit bound on the certainty-equivalent loss. Further, the approximations

correspond to sub- and super-solutions to the original HJB equation, and help establish the existence and the optimality

of the solution to the original problem. (Received February 06, 2017)
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