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Abstract
Most research in the literature has focused on the choice of optimal portfolio and consumption based on a utility function that has a fixed risk aversion parameter and fixed rebalancing frequency. However, it is a common cognition that an investor tends to change his/her risk tolerance level as the state of macroeconomics changes and to respond quickly and flexibly to the investment opportunities, instead of using a fixed rebalancing frequency. Therefore, detecting the state changes of macroeconomics and rebalancing optimal portfolio and consumption choices as soon as possible become important issues. 

In this talk, I will provide a nonparametric estimating procedure for optimal portfolio and consumption choices when both investment opportunities and risk aversion parameters vary. Moreover, discussions on how portfolio and consumption choices depend on investment opportunities and risk aversion parameters are also given. According to these discussions, a rule, which adaptively decides the timing of rebalancing the consumption-portfolio choices, is established.
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