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A b s t r a c t  

We consider the problem of valuating American options written 
on assets that pay continuous dividends with unknown optimal exer- 
cise boundary. The nmnerical solution of the associated free boundary 
value problem is investigated. By applying the mollification procedure, 
a flfily explicit space-marching finite difference scheme is developed. 
The consistency and stability analysis of this scheme is presented to- 
gether with some computational examples of interest. 
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