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constrained risk

Optimal consumption portfolio and retirement problem
with dividend-payment and disutility

LIANG Yong' FEI Weiyin' CHEN Chao'

1 School of Mathematics and Physics, Anhui Polytechnic University, Wuhu 241000

Abstract This paper studies an agent’s consumption/portfolio and retirement problem,in which the dividend-pay-
ment of risk assets as well as the utility loss from labor are considered.The agent has an option to retire from his
work. Before retirement the agent receives labor income but suffers a utility loss due to work ,however, by deciding to
retire from work , he saves the utility loss but gives up labor income.The agent utility comes from consumption , which
is directly influenced by utility loss due to labor. We obtain an explicit solution for the agent’s critical wealth level
and optimal consumption/portfolio strategy by using dynamic programming methods to solve a free boundary value
problem.
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