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On Optimal Stopping Rules for Solutions of
a Class of Stochastic Difference Equations

Luo Jianshu
(Department of System Engineering and Applied Mathematics)
Abstract

Payoff sequence(z,,5 ,,n=0)satisfy the stochastic difference equation x,,;=x,+
a,+b,e,41» n=0, 1, 2, *+, wheree,, i=1, 2, *+, is a white noise sequence. In this
paper, we discussed the condition for Snell's envelope of (x,,7n220)to be approached by
using Snell's envelope of finit sequence (x,,0<{n<{N). We have obtained the decompos-
able representations of Snell’ s envelope of 7,=E(x,{55), n=0, 1, 2, *+*, where &
=0(g,i=0,1,2,+,n), &=0. It is proposed that the necessary and sufficient condition
for o,=inf (m=n, 7,=7,) is optimal stopping. At last, we discussed the iterative algo-
rithm for optimal stopping rules and obtained the sufficient condition under which the it-
erative process can be stopped in finit steps.

Key words optimal stopping, stochastic difference equation, Rasche method
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