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Singular optimal control models of proportional reinsurance problem

YUAN Ji-hong
(School of Science, Beijing Jiaotong University, Beijing 100044, China)

Abstract: Two factors, a constant payment of corporate debts and compensatory payment on the insurance company’s
bankruptcy, are introduced into a proportional reinsurance model with dividend payment, which generates a new class of
singular optimal stochastic control models on proportional reinsurance. Effects of the three factors on the company’s reserve
fund are analyzed by virtue of the methods of stochastic analysis. Moreover, optimal control policies and the corresponding
maximal yields in different cases are obtained in explicit forms according to the different relations between the income rate

and the debts paid per year.
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