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Analysis, adaptive control and circuit simulation
of a novel finance system with dissaving

OURANIA I. TACHA, CHRISTOS K. VOLOS, IOANNIS N. STOUBOULOS and IOANNIS M. KYPRIANIDIS

In this paper a novel 3-D nonlinear finance chaotic system consisting of two nonlinearities
with negative saving term, which is called ‘dissaving’ is presented. The dynamical analysis of
the proposed system confirms its complex dynamic behavior, which is studied by using well-
known simulation tools of nonlinear theory, such as the bifurcation diagram, Lyapunov expo-
nents and phase portraits. Also, some interesting phenomena related with nonlinear theory are
observed, such as route to chaos through a period doubling sequence and crisis phenomena. In
addition, an interesting scheme of adaptive control of finance system’s behavior is presented.
Furthermore, the novel nonlinear finance system is emulated by an electronic circuit and its
dynamical behavior is studied by using the electronic simulation package Cadence OrCAD in
order to confirm the feasibility of the theoretical model.

Key words: chaotic finance system, dissaving, bifurcation diagram, Lyapunov exponent,
phase portrait, adaptive control, nonlinear circuit.

1. Introduction

In the last decades there is a growing interest, from almost all fields of natural sci-
ences, for phenomena that emerge from nonlinear systems exhibiting chaotic behav-
ior [1, 2, 3, 4]. Also, chaotic phenomena have also been observed in economics by the
middle 80’s. Since then, and especially in the last few years, a new scientific field named
“Econophysics” aims to study the complex dynamics of real economic systems. This
happens due to the fact that many nonlinear economic systems demonstrate rich dy-
namics and have sensitivity on initial conditions. Towards this direction, researchers are
trying to explain with the tools from nonlinear science the main features of economic
theory such as structural changes, irregular (erratic) micro- and macro-economic fluctu-
ations.

In more details, as a first step in the study of an economic model, economists take
into account only endogenous variables and so the economic model’s behavior is simpli-
fied. However, such an economic model, which lacks external excitation, is analogous
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to an autonomous electronic circuit. Then economists enrich the economic model with
exogenous variables related with political events and physical disasters. For this reason,
the complexity of these models makes accurate economic forecasting very difficult.

Furthermore, in many fields of economics, such as funding, stocks and social eco-
nomics, the diversity and complexity are part of the internal structure of economic mod-
els that interact with external forces, economic or social, which have nonlinear factors.
For this reason, nonlinear dynamics and especially chaotic systems have been introduced
to the study of economic models. Examples of nonlinear systems used in economic mod-
els, are the well known van der Pol model [5, 6] and others [7, 8, 9, 10, 11, 12, 13, 14].

Even though, the chaotic systems have been studied for the first time by the French
Mathematician Henri Poincaré at the end of the 19th century [15], chaos theory has
begun to evolve in the second half of the 20th century [16, 17] after observing different
physical systems. Studying these systems revealed that although their evolution rules
and initial conditions were well-known, their future progress seemed to be arbitrary and
unpredictable. That was a great revolution in modern physics, terminating with Laplace’s
ideas of casual determinism [18].

Since then, chaos has been observed in many systems, such as population growth in
ecology [20], weather and climate [19] and in laboratory, in a great number of systems,
such as electrical circuits [21], chemical reactions [23], lasers [22], fluid dynamics [24]
and mechanical systems as well as magneto-mechanical devices [25]. So, chaos can
explain various phenomena not only in nature, but also in laboratory and many chaotic
dynamical systems can be used in different scientific fields.

In a simple economic model the relationship between consumption and saving is
known. The sum of these two variables gives income. However, in the majority of eco-
nomic systems that have been studied, the amount of savings is considered positive be-
cause consumption is below income. The basic question, which arises is what happens
in these systems if saving is negative?

Motivated by the aforementioned question, a novel nonlinear finance system with a
negative saving term, which is called “dissaving” in economics, is investigated. For this
reason, well-known tools of nonlinear theory, such as the bifurcation diagram, Lyapunov
exponent and phase portrait are used. Various phenomena concerning chaos theory, such
as route to chaos through the mechanism of period doubling and crisis phenomena are
observed. Also, an interesting scheme of adaptive control of system’s behavior is pre-
sented. Furthermore, the proposed nonlinear finance system is emulated by an electronic
circuit and its dynamical behavior is studied by using the electronic simulation package
Cadence OrCAD.

This paper is organized as follows. In Section 2, the nonlinear finance system with
dissaving and its fundamental dynamics are presented. The dynamical behavior of the
system is studied by numerical simulations in Section 3. The results for the global chaos
control of the novel finance chaotic system with unknown parameters using adaptive
control method is derived in Section 4, while in Section 5 the circuit which emulates
the proposed system as well as the simulation results of system’s behavior, by using the
Spice are presented. Finally, Section 6 includes the conclusions of this work.
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2. The Novel Nonlinear Finance Model

In 2001, a third-order dynamical model, describing a nonlinear finance system, was
reported [10]. The model describes time variations of three state variables namely the
interest rate x, the investment demand y, and the price index z. This nonlinear finance
chaotic system is described by the following set of differential equations:

dx
dt

= z+(y−a)x

dy
dt

= 1−by− x2

dz
dt

= −x− cz

(1)

Parameters a, b and c stand for: the saving amount, the cost per-investment ratio and the
elasticity of demand of commercial markets, respectively. All three parameters possess
a positive value (a 0, b 0, c 0).

Also, the finance system (1) has been studied by other researchers in the same or in
other mathematical forms [11, 12, 26], by extracting interesting results about its dynam-
ical behavior.

In this work, the x2 term, in the second equation of system (1), has been replaced with
|x|, which is more accurate from the economic point of view, because from the economic
theory is known, that the changing rate of the investment demand y is in proportion with
the interest rate x and not in proportion with x2. Also, as it is mentioned, the phenomenon
of dissaving, which results by giving negative values to the paramater a is studied. So,
for this reason, in this work the sign of a in the system (1) has also been changed and the
following system (2) is finally used.

dx
dt

= z+(y+a)x

dy
dt

= 1−by−|x|

dz
dt

= −x− cz

(2)

The equilibrium points of the novel system (2) are obtained by solving the equations

z+(y+a)x = 0 (3a)

1−by−|x| = 0 (3b)

−x− cz = 0 (3c)
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Then it is proved that the system has three equilibria:

(x1,y1,z1) =

(
c+abc−b

c
,
1−ac

c
,−c+abc−b

c2

)
(4a)

(x2,y2,z2) =

(
0,

1
b
,0
)

(4b)

(x3,y3,z3) =

(
−c+abc−b

c
,
1−ac

c
,
c+abc−b

c2

)
(4c)

Also, it is easy to see that system (2) is invariant under the change of coordinates
(x,y,z)−→ (−x,y,−z). Thus, it follows that the novel nonlinear finance chaotic system
(2) has rotation symmetry about the y-axis and that any non-trivial trajectory must have
a twin trajectory.

Furthermore, the y-axis is invariant under the flow of the novel nonlinear finance
system (2). The invariant motion along the y-axis is characterized by

ẏ = 1−by (5)

which is stable, but not asymptotically stable.

3. Simulation Results

In this section, the numerical simulation results of the novel finance system, by em-
ploying a fourth order Runge-Kutta algorithm, are presented. As tools in this approach,
some of the most well-known tools of nonlinear theory, such the bifurcation diagram,
the phase portrait and the Lyapunov exponents have been used. In more details, the pre-
sented bifurcation diagrams of the variable y versus the parameters a, b, c, are produced
by using the section plane x = 0 with dx/dt > 0. Also, the system’s Lyapunov exponents
have been calculated by employing the algorithm of [27].

So, firstly in figures 1, 2, 10 and 11, the bifurcation diagrams of the investment
demand y versus the cost per-investment ratio b, for a = 1, and for various values of c are
depicted. As the value of c< 1 the system remains always in periodic state (Fig. 1), while
for c > 1 (Figs. 10 and 11) a more complex behavior emerges. In detail, for c = 1 (Fig. 2)
the system presents not only periodic behavior (Figs. 4-6) but also chaotic behavior (Figs.
7-9) in specific regions of the parameter b. The system’s complexity, in this case, has also
been confirmed by the respective diagram of Lyapunov exponents versus the parameter
b of Fig. 3. Also, some interesting phenomena related with the nonlinear theory are
observed, such as period-doubling route to chaos and crisis phenomenon [28]. The crisis
phenomenon in the bifurcation diagram of Fig. 2 is observed for b = 0.296, in which the
chaotic attractor is destroyed suddenly and a periodic one is generated.
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Figure 1. Bifurcation diagram of y versus b, for a = 1, c = 0.8.

Figure 2. Bifurcation diagram of y versus b, for a = 1, c = 1.

Figure 3. Diagram of Laypunov exponents versus b, for a = 1, c = 1.
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Figure 4. Phase portrait of y versus x, for a = 1, b = 0.4 and c = 1.

Figure 5. Phase portrait of z versus x, for a = 1, b = 0.4 and c = 1.

Figure 6. Phase portrait of z versus y, for a = 1, b = 0.4 and c = 1.
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Figure 7. Phase portrait of y versus x, for a = 1, b = 0.2 and c = 1.

Figure 8. Phase portrait of z versus x, for a = 1, b = 0.2 and c = 1.

Figure 9. Phase portrait of z versus y, for a = 1, b = 0.2 and c = 1.
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Figure 10. Bifurcation diagram of y versus b, for a = 1, c = 1.25.

Figure 11. Bifurcation diagram of y versus b, for a = 1, c = 1.5.

Next, the bifurcation diagrams of the investment demand y versus the elasticity of
demand of commercial markets c, for a = 1 and for various values of b, have been studied
(Figs. 12, 14-16). In details, for b = 0.1 (Fig. 12) the finance system’s behavior alternates
between a chaotic and periodic one, as the parameter c is increased. This phenomenon
has been confirmed by the respective diagram of Lyapunov exponents versus the param-
eter c (Fig. 13). However, as the value of the cost per-investment ratio b increases the
regions of system’s periodic behavior are enlarged (Figs. 14-16).

Finally, the bifurcation diagrams of the investment demand y versus the saving
amount a, for c = 1 and for various values of b, have been studied (Figs. 17, 18, 19). In
details, for b = 0.1 (Fig. 17) the finance system begins from a chaotic state and remains
in this behavior, which is interrupted by small windows of periodic behavior. However,
as the value of b increased (i.e. for b = 0.3), the region of periodic state has been en-
larged and the system suddenly passes from periodic to chaotic state (Fig. 18). Finally,
for values of b > 0.3 the system remains always in a period-1 steady state (Fig. 19).
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Figure 12. Bifurcation diagram of y versus c, for a = 1, b = 0.1.

Figure 13. Diagram of Laypunov exponents versus c, for a = 1, b = 0.1.

Figure 14. Bifurcation diagram of y versus c, for a = 1, b = 0.2.

Unauthenticated
Download Date | 5/4/16 8:32 AM



104 O.I. TACHA, CH.K. VOLOS, I.N. STOUBOULOS, I.M. KYPRIANIDIS

Figure 15. Bifurcation diagram of y versus c, for a = 1, b = 0.3.

Figure 16. Bifurcation diagram of y versus c, for a = 1, b = 0.5.

Figure 17. Bifurcation diagram of y versus a, for c = 1, b = 0.1.
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Figure 18. Bifurcation diagram of y versus a, for c = 1, b = 0.3.

Figure 19. Bifurcation diagram of y versus a, for c = 1, b = 0.5.

4. Adaptive Control of the Novel Finance System

From the results of the above simulation process, it is obvious that the inappropriate
combination of the parameters in the finance system is the source that causes chaotic
behavior. So, it is useful to see if the proposed finance system can be controlled into a
periodic state by eliminating the unpredictable (chaotic) behavior.

For this reason, in this section, the controlled novel nonlinear finance chaotic system
given by 

dx
dt

= z+(y+a)x+Ux

dy
dt

= 1−by−|x|+Uy

dz
dt

= −x− cz+Uz

(6)

Unauthenticated
Download Date | 5/4/16 8:32 AM



106 O.I. TACHA, CH.K. VOLOS, I.N. STOUBOULOS, I.M. KYPRIANIDIS

where x, y, z are the states and a, b, c are unknown system parameters, is studied.
The research problem of finding adaptive controls Ux, Uy, Uz so as to regulate the

states x, y, z of the system (6) to desired constant values α, β and γ respectively, is
considered.

Thus, the control error is defined as:

ex(t) = x(t)−α

ey(t) = y(t)−β

ez(t) = z(t)− γ

(7)

Then the error dynamics is determined as:

dex

dt
= (ez + γ)+(ey +β)(ex +α)+a(ex +α)+Ux

dey

dt
= 1−b(ey +β)−|ex +α|+Uy

dez

dt
= −(ex +α)− c(ez + γ)+Uz

(8)

and the following adaptive feedback control law is considered

Ux = −(ez + γ)− (ey +β)(ex +α)− â(t)(ex +α)− kxex

Uy = −1+ b̂(t)(ey +β)+ |ex +α|− kyey

Uz = (ex +α)+ ĉ(t)(ez + γ)− kzez

(9)

where kx, ky, kz are positive gain constants.
Substituting (9) into (8), the following closed-loop plant dynamics is adopted.

dex

dt
= [a− â(t)] (ex +α)− kxex

dey

dt
= −

[
b− b̂(t)

]
(ey +β)− kyey

dez

dt
= − [c− ĉ(t)] (ez + γ)− kzez

(10)
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The parameter estimation errors are defined as:

ea(t) = a− â(t)

eb(t) = b− b̂(t)

ec(t) = c− ĉ(t)

(11)

In view of (11), the plant dynamics (10) can be simplified as:

dex

dt
= ea(ex +α)− kxex

dey

dt
= −eb(ey +β)− kyey

dez

dt
= −ec(ez + γ)− kzez

(12)

Differentiating (11) with respect to t, the following equations are obtained.

dea(t)
dt

= −dâ(t)
dt

deb(t)
dt

= −db̂(t)
dt

dec(t)
dt

= −dĉ(t)
dt

(13)

Next, the following quadratic candidate Lyapunov function is considered.

V (e,ea,eb,ec) =
1
2
(
e2

x + e2
y + e2

z
)
+

1
2
(
e2

a + e2
b + e2

c
)

(14)

Differentiating V along the trajectories of (12 and (13, the Lyapunov function (14)
is written as:

dV
dt

=−kxe2
x − kye2

y − kze2
z + ea

[
ex(ex +α)− dâ

dt

]
+

+eb

[
−ey(ey +β)− db̂

dt

]
++ec

[
−ez(ez + γ)− dĉ

dt

] (15)

In view of (15), the following parameter update laws are taken as:

dâ(t)
dt

= ex(ex +α)

db̂(t)
dt

= −ey(ey +β)

dĉ(t)
dt

= −ez(ez + γ)

(16)
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Next, the main result of this section will be proved.

Theorem 16 The states x, y and z of the novel nonlinear finance system (2) with un-
known system parameters are globally and exponentially stabilized for all initial condi-
tions to the desired constant values α, β and γ, respectivelly, by the adaptive control law
(9) and the parameter update law (16), where kx,ky,kz are positive gain constants.

Proof This result will be proved by applying Lyapunov stability theory [29].
The quadratic Lyapunov function defined by (14), which is clearly a positive definite

function on RRR6 is considered.
By substituting the parameter update law (16) into (15), the time derivative of V is

obtained as:
dV
dt

=−kxe2
x − kye2

y − kze2
z (17)

From (17), it is clear that dV
dt is a negative semi-definite function on RRR6. Thus, we

can conclude that the state vector xxx(t) and the parameter estimation error are globally
bounded, i.e. [

ex(t) ey(t) ez(t) ea(t) eb(t) ec(t)
]T

∈ L∞

If k = min{kx,ky,kz}, then it follows from (17) that

dV
dt
¬−k∥eee(t)∥2 (18)

Thus,

k∥eee(t)∥2 ¬−dV
dt

(19)

Integrating the inequality (19) from 0 to t, we get

k
t∫

0

∥eee(τ)∥2dτ ¬ V (0)−V (t) (20)

From (20), it follows that eee ∈ L2. Using (12), ėee ∈ L∞ can be concluded.
Also, by using Barbalat’s lemma [29], the e(t) → 0 exponentially as t → ∞ for all

initial conditions eee(0) ∈ RRR3 can be concluded. Hence, it follows that the states x, y and
z of the novel nonlinear finance system (2) with unknown system parameters a, b and c
are globally and exponentially regulated for all initial conditions to the desired constant
values α, β and γ, respectively, by the adaptive control law (9) and the parameter update
law (16).

This completes the proof.

For the numerical simulation of the proposed adaptive control method the following
parameter values (a, b, c) = (0.1, 0.5, 1.2), positive gain constants (kx, ky, kz) = (10,
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10, 10), system’s initial conditions (x0, y0, z0) = (1, 0.5, 1.5), initial conditions of the
parameter estimates (â, b̂, ĉ) = (0.1, 0.5, 1.5) and the desired values of the states (α, β,
γ) = (2, 1, 0,5), are used.

In Fig. 20, the exponential convergence of the states x, y, z of the novel nonlinear
finance system (2) is depicted.

Figure 20. Time-history of the controlled states x(t),y(t),z(t).

5. Circuit Realization of the Finance System

Circuital design of chaotic systems plays a crucial role on the field of nonlinear sci-
ence not only for providing a simple experimental confirmation of phenomena related
with nonlinear dynamics but also due to its applications in many engineering approaches,
such as secure communication, signal processing, random bit generator, or path planning
for autonomous mobile robot etc. [30, 31, 32, 33, 34, 35]. In addition, circuital imple-
mentation of chaotic systems also provides an effective approach for investigating new
dynamics of such theoretical models [36, 37]. For example, time-series of chaotic signals
or chaotic attractors can be observed at the oscilloscope easily or experimental bifurca-
tion diagram can be obtained by varying the value of variable resistors [38, 39].

In this work, an electronic circuit (Fig. 21) is introduced for implementing system
(2), which is designed by using the operational amplifiers approach [39]. It has three
integrators (U1, U2 and U3) and two inverting amplifiers (U4 and U5), which are im-
plemented with the TL084, as well as one signal multiplier (U6) by using the AD633.
By applying Kirchhoff’s circuit laws, the corresponding circuital equations of designed
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Figure 21. The schematic of the circuit that emulates the proposed finance system (2).

circuit can be written as:

dx
dt

=
1

RC
z+

1
R1C10V

xy+
1

RaC
x

dy
dt

=
1

RC
V − 1

RbC
y− 1

RC
|x|

dz
dt

= − 1
RC

x− 1
RcC

z

(21)

where x, y, z are the voltages in the outputs of the operational amplifiers U1, U2 and
U3. Also, the circuitry constituted by operational amplifiers U7 and U8 produces the
signal |x|. Normalizing the differential equations of system (21) by using τ = t/RC we
can see that this system is equivalent to the proposed dynamical system (2). The circuit
components have been selected as: R = 10 kΩ, R1 = 1 kΩ, C = 10 nF, V = 1 V, D1 and D2
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are diodes of type 1N4148 and Ra, Rb, Rc are variable resistors, while the power supplies
of all active devices are ±15VDC.

The designed circuit is implemented in the electronic simulation package Cadence
OrCAD and the obtained results are displayed in Figs. 22 and 23. In more details, these
figures depict the simulation phase portraits produced by the OrCAD, for (a, b, c) =
(1, 0.4, 1) (Fig.22) and (a, b, c) = (1, 0.2, 1) (Fig.23) in x-z plane. The comparison of
the attractors, produced by OrCAD, with the respective ones, produced by the system’s
numerical integration (Figs. 4 and 7), proves that the theoretical attractors are similar
with the circuital ones. So, the designed circuit emulates very well the proposed system’s
dynamic behavior.

Figure 22. Phase portrait, produced in OrCAD, of z versus x, for a = 1, b = 0.4 and c = 1.

Figure 23. Phase portrait, produced in OrCAD, of z versus x, for a = 1, b = 0.2 and c = 1.
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6. Conclusions

In the last decades, nonlinear researchers have applied nonlinear dynamic theory
to economic and finance systems. It is well stated in economic literature that major eco-
nomic variables display nonlinear behavior over the different phases of economic cycles.
In this respect, complicated economic and finance systems are approached from a novel
way.

Towards this direction, a novel nonlinear finance system with dissaving was studied,
using tools from the nonlinear theory, such as bifurcation diagrams, Lyapunov exponents
and phase portraits. During the simulation process, interesting phenomena concerning
chaos theory, such as route to chaos through the mechanism of period doubling and
crisis phenomena were observed.

Furthermore, from the simulation it was concluded that the inappropriate combina-
tion of the system’s parameters was the cause of the undesirable chaotic behavior. When
the interest rate x is adjusted properly, the dissaving amount a is kept at proper levels. If
the above condition is met, prices are stabilized and society can be kept balanced. Also,
the study results showed that the smaller the dissaving amount a was, the greater the
fluctuation of the system was. In more detail, when a was very small, it caused chaotic
behavior. However, the dissaving amount a could not be too large because it caused
system to lack vigour.

Furthermore, as the value of c was smaller than one, the system remained always
in periodic state, while as the elasticity of demand of commercial markets c increased
the regions of chaotic behavior were enlarged. So, this parameter can be kept into small
values so as to avoid the undesirable system’s chaotic behavior.

As next conclusion, one could say that for small values of b the finance system’s be-
havior alternated between chaotic and periodic one, as the parameter c increased. How-
ever, as the value of the cost per-investment ratio b increased the regions of system’s
periodic behavior were enlarged. Therefore, for large values of b the system’s chaotic
behavior can be avoided.

It is interesting to be noted, that for the quick and healthy development of an econ-
omy, which presents chaotic behavior, it is crucial for its indexes to be forecasted and
controlled. This was the beginning of the study of an interesting scheme of adaptive
control of the proposed finance system’s behavior.

Finally, the novel nonlinear finance system was studied from the engineering point
of view by emulating this system with an electronic circuit. The simulation results of
circuit’s behavior were studied by using the package Cadence OrCAD. The results con-
firmed the feasibility of the theoretical model.
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