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Abstract

In this paper, we consider the optimal dividend and capital injection of the classical risk model
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under Absolute Ruin. On the one hand, when the insurance company has a deficit, it will make
loans to the bank, and the premiums obtained will be used to repay the bank loans. Once the sur-
plus process is below the absolute ruin line, bankruptcy will occur. On the other hand, the compa-
ny can use the capital injection with proportional transaction fee for maximizing shareholders’
equity. The purpose of this paper is to maximize the expected difference between the expected
cumulative discount dividend and the expected discounted capital injection cost. We give the defi-

nition of the value function V (X) under this model and describe it and prove the basic properties
that the value function V (x) satisfies. Then, we establish the satisfying HJB equation through the

principle of dynamic programming and prove the solution of the HJB equation almost everywhere,
and prove the verification theorem.
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