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Abstract

The paper applies the policy iteration algorithm to study the optimal dividend problem in the clas-
sic risk model under force of interest. To overcome the difficulties in solving the optimal dividend
problem when the claim amount follows a general distribution, a sequence of auxiliary optimization
problems corresponding to the original problem is introduced. By solving the auxiliary optimiza-
tion problems completely, a new characterization of the optimal strategy and the value function for
the original optimal dividend problem is provided. Additionally, using the theory of minimal non-
negative solutions, a policy iteration algorithm for solving the optimal strategy and value function
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is proposed. Finally, numerical examples are presented.
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