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1. Introduction
The object of our study will be the following system:
Vte(t,T] C[0,T],

T

XT=x+J Ang0+J F(U,XU,YU,Zg)d0+J G(o.Xe Y)AW(@), 1 )
t t t .

T T T
Y, = (D(XT)+[ BYgdG—J ‘I’(a,XU,YJ,Za)dG—I ZsdW (o).

In the above equation, X takes values in a real separable Hilbert space H, Y takes values
in a real separable Hilbert space K, and T is a nonnegative real number. The operators A
and B are generators of strongly continuous semigroups {e*4} and {e?}, respectively, in
H and K. The functions F, G, ®, and ¥ have values, respectively, in H, L(E,H), K, and K
and they satisfy appropriate Lipschitz conditions.

It is very well known that already in the finite-dimensional case, the solvability of fully
coupled systems, that is the case of systems (1.1), is particularly delicate. Indeed, see [1]
and again [2], there are examples, when G is not invertible, in which there is no hope to
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get a solution in an arbitrarily large time interval. By the way, this class of systems has
been widely studied (in the finite-dimensional case) in [3-5]; see also [2] for a systematic
review on the subject and its applications to mathematical finance and stochastic control.
Coming back to our infinite-dimensional framework, we first recall that forward equa-
tions have been widely studied; see the books [6, 7] and the bibliography therein.
More recently, also backward stochastic equation, in infinite dimension of the form

T T T
:;7+J BYng'—J ‘I’(a,Yg,Zg)da—J ZsdW (o), (1.2)

T

where B is a linear unbounded operator, have been studied by several authors; see [8—
12]. In particular, we will exploit some techniques described in [10] where existence and
uniqueness results for (1.2) are obtained. Equations of this kind arise in the theory of
nonlinear filtering, stochastic control, (see [13]) and in mathematical finance, (see [14,
15]).

The first part of the present paper is devoted to prove existence and uniqueness—for
small enough time interval [T — 8, T]—of a mild solution {(X;,Y:,Z;):7 € [t,T]} of
the fully coupled system (1.1) in every [£,T] C [T — &, T]. In proving such a result, we
have separated the case when B is dissipative from the case when B is any generator of a
Co-semigroup since different regularity results for the solution can be proved. In the case
when B is dissipative, also the regular dependence on the initial state is studied. The main
tool is a fixed-point technique performed in a suitable space of stochastic processes. To the
author’s knowledge, this is a first attempt to solve a fully coupled system in the infinite-
dimensional framework, allowing the unbounded operators to appear in both equations
of the system. In Section 4.4, we provide an example in which our theory applies.

Although our main motivation is the novelty of the mathematical problem, we also
give an example of an application to optimal control theory where the forward equation
takes value in a Hilbert space H while the backward equation is one-dimensional. Note
that even this simpler case was not covered by the existing literature.

We consider an infinite-dimensional stochastic control state equation of the form

dX® = AX*dr+F(1,X*)dt + G(1, X¥)r (7, X", u.)dt + G(7,X*)dW,, 71€[t,T],

X/=x€H,
(1.3)

where r: [0, T] X Hx U — E, with U a real separable Hilbert space. The cost functional
to be minimized is

J(t,x,u.) [EJ (1, X" ur)dt + ED(X}), (1.4)

where [: [0,T] x H X U — R, over all admissible controls that will be processes {u,,7 €
[0, T]} taking values in U. In [16], authors solve the optimal control problem in its weak
formulation, that is, when the probability space and the noise process are allowed to
change.
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In this paper, under suitable assumptions on the Hamiltonian function ¥, we will solve
the same optimal control problem considered in a strong formulation, that is, when the
probability space and the noise are prescribed.

We stress on the fact that in the existing literature, optimal control in strong formu-
lation was found only for constant and nondegenerate G (sometimes with more general
Hamiltonian); see [6, 7, 16-24]. Since we assume the coefficients just Lipschitz contin-
uous, following [21], we replace the approach based on the Hamilton-Jacobi-Bellman
equation with the analysis of a fully coupled forward-backward system.

We define the Hamiltonian function

Y(t,x,2) = ig(f]{l(t,x,u) +zr(t,x,u)}, t€[0,T],x€ H, z€B*, (1.5)

and we assume that the infimum in (1.5) is attained at y(t,x,z), then we introduce the
coupled system

dX, =AX,; dt+F(7,X;)dr+ G(1, X )r (1, X0,y (1, X0, Z2) )dT + G(1, X )dW,, T€[4,T],
Xt =X,
dY, =Z.dW, — (1, X0, y(7, X1, Z:))dr 1€ [t,T],

Yr = O(Xr).
(1.6)

We show that this system has a unique, global, predictable solution {(X;,Y;,Z;): 7 €
[t,T]} that takes value in H, R, and E*, respectively. Then we can conclude that u, =
y(1,X:,Z;) is an optimal control (in the strong sense), the corresponding trajectory X"
coincides with the solution X of (1.6), and the optimal cost V(¢,x) is given by Y;. We
stress again the fact that in system (1.6), the forward equation is infinite-dimensional so
it cannot be treated with the finite-dimensional theory developed in [20], and since it is
strongly coupled this case cannot be covered by the theory studied in [16].

The paper is organized as follows. In Section 2, we set notation and assumption. In
Section 3, we provide some preliminary results. In Section 4, we prove the local existence
theorems, some regularity properties of the solution, and we provide an example. Finally
in Section 5, we apply the previous result to the above-mentioned control problem.

2. Notation and assumptions

We are given three separable real Hilbert spaces H, K, and &, endowed with their inner
scalar products that we will denote by (-,-)n, (+,-)x, and (-, )z, respectively. L(E,H),
L(H) = L(H,H) and L(K) = L(K,K), as usual are, respectively, the Banach spaces of lin-
ear and bounded operators from Z to H, from H to H, and from K to K endowed by the
usual norms.

L,(E,H) denote the Hilbert space of Hilbert-Schmidt operators from E to H, endowed
with the Hilbert-Schmidt norm, that is, | T|z,=m) = (X, [ Teil)"? ({e;:i € N} being
an orthonormal basis in B).

The space L,(E,K) is defined in the same way.
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The cylindrical Wiener process. We fix a probability basis (Q,%,P). A cylindrical Wiener
process with value in 2 is a family W (¢), ¢ > 0, of linear mappings & — L?(Q) such that
(i) for every h € E, {W(t)h, t = 0} is a real (continuous) Wiener process;
(ii) for every h,k € Eand t = 0, E(W (t)h - W(£)k) = t(h,k)z.
We denote by &F; its natural filtration augmented with the set N of P-null sets of . As
it is well known, the filtration %, satisfies the usual conditions. By E”, or by E(- | F,),
we denote the conditional expectation with respect to %;. Finally, by % we denote the
predictable o-field on Q x [0, T1].

Some classes of stochastic processes. Let S be any separable Hilbert space, with scalar prod-
uct (-,-)s and let B(S) be its Borel o-field. The following classes of processes will be used
in this work.
(1) Lfg’)(Q x (t,T);S), t € [0,T], denotes the subset of L?(Q x (£, T);S), given by all
equivalence classes admitting a predictable version. This space is endowed with
the natural norm

|Y|LP (Qx(t,T);S

[EJ | Y, |5 ds. (2.1)
(2) Lfg’,(Q;LZ((t, T);S)), p € [1,+o], t € [0,T], denotes the space of equivalence
classes of processes Y, admitting a predictable version such that the norm

T 5 p/2
Y1 oueicerysn = (L Y sds> (2.2)

is finite.

(3) Ca([t, TI;LP(S)), p € [1,+00], t € [0,T], denotes the space of S-valued pro-
cesses Y such that Y : [t,T] — LP((,S) is continuous and Y has a predictable
modification, endowed with the norm

|Y|c}>( LTI (Q5S)) = SuP E|Ys|%. (2.3)

se(t,T

Elements of Cp ([t, T];LP(2;S)) are identified up to modification.
(4) L‘Q’,(Q;C([t, T1;S)), p € [1,4+00], t € [0,T], denotes the space of predictable pro-
cesses Y with continuous paths in S, such that the norm

bl =E sup |Y[{ (2.4)

LE(Q;C([1,T159)) eltT]

is finite. Elements of this space are defined up to indistinguishability.
(5) LP(Q, F,P;S), p € [1,+00], forall t € [0, T], denotes the space of F;-measurable
random variables with values in H such that their pth moment is bounded.

Statement of the problem and general assumptions on the coefficients. We set the main as-
sumptions on the coefficients of system (1.1).
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Hypothesis 2.1. (i) A:D(A) C H — H is the infinitesimal generator of a Cy semigroup
{etA:t >0} in H. We define with M, a positive constant such that

sup |e| ) < Ma. (2.5)
te[0,T]

(ii) B: D(B) C K — K is the infinitesimal generator of a Cy semigroup {e’8: t > 0} in
K. We define with Mp a positive constant such that

sup e |} ) < Ms. (2.6)
te[0,T]

(iii) The mappings F : [0, T] X H X KX Ly(E,K) - Hand ¥ : [0,T] X H X K X L,(E,K)

— K are measurable. Moreover, there exist positive constants L and C such that
|F(o,x1,y1,21) — F(0,%2,92,22) | y < L(\M —nlgtiyn-nlktla-2z |L2(E,K)>’
|¥ (0,x1,y1,21) =¥ (0,52, 92,22) | ¢ < L( =g+ In-pltla-2l,e0)

|F(0,%,,2) |y < C(1+ |x|1 + 1 ylx + 2lL,Ex))s

[W(0,%,9,2) | ¢ < C(1+IxIu+ |yl +1zlLEx),
(2.7)

for every o € [0,T], for every x,x1,x, € H, y,y1,y2 € K, and 2,21, 2, € L,(E,K).

(iv) G: [0,T] x H x K — L(E, H) is a mapping such that forallv € B, Gv: [0,T] x H X
K — H is measurable and e*AG(t,x, y) € L,(E,H) for every s >0, t € [0,T], and every
x € H, y € K. We assume that for some constant L >0 and y € [0,1/2],

|G (o,x1, 1) = €4 G(0,x2,32) | gy < STL(|x1 =22 [ + [ 31 = y2 1)

(2.8)
|e4G(o,%, )| ey <5 7L+ x| +1ylk)s
for everys >0, 0 € [0,T], x,x1,%2 € H, y,y1, 2 € K.
(v) @ is a mapping H — K measurable such that for some constant L >0,
|CD(x1)—CD(x2)|KsL|x1—x2|H (29)

for every x;,x, € H.

Remark 2.2. Note that from Hypothesis 2.1(v), it follows that there exists a constant C > 0
such that

| () [ < C(1+ Ix]m) (2.10)

for every x € H.

Next we provide the definition of a mild solution for the system.
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Definition 2.3. Given & € L2(Q,%F;;H) and T >0, for all t € [0,T], a mild solution of
problem (1.1), considered in [¢, T],isa triple (X, Y,Z) € Co([t, T1; L*(Q; H)) X Cp([t, T1;
L*(O;K)) x Lé(Q X [t,T];L>(E,K)) such that the following holds:

Vtel(tT]clo,T],

T T
X, = elT DAL +J e T4 (0,X,, Yy, Zy ) do + J e 4G(0,X,, Y, ) dW (0), (2.11)
t t .

T T
Y; =T 98 (Xy) - j e BY (0, X,, Yy, Z,)do — J e Bz dW (o).

We will prove the following result.

THEOREM 2.4. Assume Hypothesis 2.1 holds. Then there exists a positive Ty such that for all
T < Ty, for every t € [0, T}, and for every & € L*(Q,%,,P;H), problem (1.1) has a unique
mild solution (X,Y,Z) in [t,T].

Let us assume the following.

Hpypothesis 2.5. We assume B : D(B) C K — K to be a dissipative operator, that is,
(By,y)xk <0 VyeD(B). (2.12)

Then the following regularity result holds.

THEOREM 2.6. Assume Hypotheses 2.1 and 2.5 hold, then for every p > 2, there exists a pos-
itive Ty < Ty such that for every [t,T] C [0, T1] and for every & € LP(Q, %,,P;H), the mild
solution belongs to L5, (Q; C([t, T H)) x LE,(Q; C([t, T;K)) x L, (O L2((¢, T); Lo (B, K))).

3. Preliminary results

In this section, we provide some auxiliary results on backward stochastic equations that
we will need in the proof of Theorem 2.6 and in the proof of the regular dependence with
respect to the initial datum. Given 7 € L2(Q, %r,P;K) and f € Lé,)(Q x (0,T);K), let us
consider the following equation, for all t € [0, T]:

d.Y; =-BY,;dt+ f(r)dv+Z,dW,, 7v€][tT],
(3.1)
YT =1.

We introduce a weaker notion of solution, in analogy to the case of forward equations;
see [6, Chapter 6].

Definition 3.1. (Y,Z) € L3(Q,C([t, T];K)) x Lgp(Q X (t,T);L,(E,K)) is a weak solution
to problem (3.1) if for all ¢ € D(B*) and all T € [¢,T],

T

T
<f(5)>£>[<d5_ J; <Zsa£>KdWs P-a.s.
(3.2)

T
(o) = e+ | (VB E)eds— |

T
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Since we are dealing only with the backward equation, we can ask the mild solution to
be more regular; see also [25, Remark 4.7].

Definition 3.2. A mild solution to (3.1) is a couple of processes (Y,Z) that belongs to
L3 (Q,C([t, T];K)) x L3(Q % (¢, T); L»(E,K)) such that for all 7 € [t,T],

T T
Y, =e T8y - J e“ B f(s)ds — J eSBZ AW,  P-as. (3.3)
T

The following result holds.

LemMa 3.3. Forevery t € [0,T], (3.1) has a unique mild solution in (t, T]. Moreover, the
couple (Y, Z) is a weak solution to problem (3.1).

Proof. The existence and uniqueness of the mild solution is proven in [25, Theorem 4.4],
see also [10, Lemma 2.1]. The proof of the second part of the statement follows exactly
with the same arguments used in [6, Chapter 5, Section 5.2] where the case of the forward
stochastic differential equation is treated. O

We are interested in proving the following regularity result.

ProrosriTioN 3.4. Let 1 € LP(Q, F7,P;K) and f € Lfg))(Q;Lz((O, T);K)) with p = 2. As-
sume Hypotheses 2.1(ii) and 2.5 hold, then the mild solution of problem (3.1), for every
t € [0, T], has the following regularity:

(Y,2) € L5 (Q; C([t, T;K)) x L5 (Q; L2 ((t, T); Lo (E,K))). (3.4)

Moreover, the following estimates hold:

E sup |YS|£+[E(LT|Zs|i2(5,K)ds>p/zsC[[E|;7£+[E<LT|f(s)|de)P], (3.5)

se(t,T]
where C is a constant that depends on p, Mp, and T.

Proof. We will separate the proof into two parts and we will consider only the case when
t = 0, the procedure being identical for all ¢ € [0, T].

Step 1. Estimate for Y. Since Y, = E[eT~8y — fTT e B f(s)ds | F.], see [10, Lemma
2.1], one has that for every p = 2,

E sup |Y; |£
7€(0,T]

[E[JTe(S")B F()ds| %]

T

< Cp[ﬂi sup |E[eT"7Py | F.]|P+E sup
7€[0,T] T€[0,T]

|
< CPM;;’[[Elnlﬁ + lE(LT | £(s) |de)p].
(3.6)

Here C, depends only on p. Notice that in this step we do not need Hypothesis 2.5 that
instead plays a fundamental role in estimating the process Z.
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Step 2. Estimate for Z. We introduce the bounded operators J,=n(nl — B)~! for every
n € N*. It is very well known, see for instance [6, Appendix A], that
(i) for everyx € K, J,x — x in K;
(i) [Jalow) < 1;
(iii) for every n and every s € [0,T], eB],x = J,,eBx, for all x € K.
Let us multiply each term in (3.1) by J, and set Y = J,,Y, f" = J.f, #" = Jun, and Z" =
J.Z. One has that the following equation is verified by (Y",Z") for every 7 € [0, T]:

T T
Y! = e(T_T)Bn” - J e(S_T)Bf”(s)ds - J eSIBZr AW, P-as. (3.7)

T T

That is, (Y",Z") is the unique mild solution to

d.Y!=—-BY!dr+ f*(r)dr+Z!dW,, 71¢€[0,T],

o (3.8)
YT =n.

Moreover, by the previous lemma we know that (Y”,Z") is the unique weak solution
of problem (3.8) and since Y € D(B), we have that for every £ € D(B*),

T

T
<f”(s),£>de—L (Z06) AW, P-as,
(3.9

(V8= 08+ | (BY28) s |

T

Therefore extending by density (3.9) to all £ € K, we obtain that (Y",Z") is a strong
solution.

From Step 1, we also know that Y € LP(Q; C([0,T],K)) since | Y|k < |Y;|x. Now we
are in the position to apply the It formula to | Y"|%. We introduce the following sequence
of stopping times:

t
= inf{t: L 12012 e = m} AT, (3.10)

Note that since Z" € LQZP(Q % (0,T);L2(E,K)), then at every fixed n > 1,

mliqurrloO =T P-as. (3.11)
For fixed m and n, we have
012 w2
| Y5 & + . | Z |L2(E,K)d5
" L4 L4

(BH2H$K&—2J
0

(U s =2 | T (Z2dW (s, Y1)
(3.12)

T,
0

— vk
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Therefore, since B is dissipative, one has for some constant ¢, depending only on p that

2
| Y5 %+ J |Zn|L25 ds

_ |Y:;n|f<+2jo" (BYS”,YS”)de—ZJOM (f"(s),Y;’)KdS—ZL (ZM AW (), Y

As a consequence of BDG inequality, for some constant x, depending on p, one has

< sup 1720+ ([ 1l o as) o] [ zzaweo, v

s€[0,T]
(3.13)

p/4

o o2 o , ,
[E’ Jo (ZEAW (), Y| = KPE<JO | Z¢ | Lo | Y ds)

(3.14)
/2 b/
<xpE sup |Y|§ P (L | S”|L25 )ds) .

s€[0,T]

Therefore, one gets that there exists a constant C, depending on p, such that

E(J |Z”|L25 S)P/Z

T, p 1 T p/2
< C,E sup |yn|P+cp(j |f”(5)|de> +§[E(L 12012 e ds) .

s€[0,T]
(3.15)
Thus Fatou’s lemma and property (ii) of J, imply that letting m tend to infinity,
T 5 p/2 T P
[E(J |7 |L2(EK)ds) < ch[[E sup | Y72+ [E(I | £7(s) |de) ]
0 ’ s€[0,T] 0
(3.16)

<2Cp[[E sup |Y; |P+[E<JOT|f(s)|de>P].

s€[0,T]

Since limy—. 40 Z! (@) = Zs(w) P-a.s. for a.e. s € [0, T], again by Fatou’s lemma we have
that letting » tend to infinity,

[E(JOT FAR. ds)P/z <2C,E [ sup |Y,|%+ [E(LT | £(s) |de>p]. (3.17)

s€[0,T]

Combining this last inequality with (3.6), we conclude the proof of the proposition. Sim-
ilar estimates in the finite-dimensional case, holding also for p € (1,2) and more general
f, can be found in [26, Lemma 3.1]. O
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Now let us consider the following generalization to (3.3):
d.Y, = -BY.dt+ f(1,Y:,Z;)dt,+Z, dW, 7€ [t,T],
(3.18)
YT =1.

The definition of mild solution of (3.18) is the obvious extension of Definition 3.2. We
can prove the following.

ProposiTiON 3.5. Besides Hypotheses 2.1(ii) and 2.5, assume that for some constant L > 0
such that

| f(sp.2 = flsyna) | <Lly-yilg+ 2=z ,Ex) (3.19)

foreverys € [0,T], y,y1 €K, and z,z, € L,(E,K), and that

[E(LT | £(5,0,0) |de)p < +oo, (3.20)

then (3.18) has a unique mild solution in [t,T] such that

oo 2 T P
E sup |Ys|§+[E(J:f |ZS|L2(5)K)ds) sC[[EInIi+[E<L |f(s,0,0)|de) ],

s€lLT]
(3.21)
where C is a constant the depends on p, Mp, and T.
Proof. Take t = 0 being the procedure identical for any ¢. We set
Yy = L5, (Q;C([0,8];K)) x LE, (0 12((0,6); L2 (E,K))), (3.22)

where & > 0 will be chosen later in the proof. Let I' : Y — % be the map such that for any
(Y,Z2) eV, T(Y,Z) = (Y',Z") is the mild solution to

T T
Y!=eT-mBy — L e B f (5, Y, Zs)ds — L e IBZLAW,  P-as. (3.23)

that exists by Proposition 3.4. We will prove that T is a contraction in ¥ for sufficiently
small 8. Let us denote (V!, W!) = T(V, W). By Proposition 3.4 and from the hypothesis
on f, we have that

) ) p/2
Esup |V -V LHE( [ 1222 ] e ds)
5€[0,0] 0 '

< c[m(jj £ (5, Y0 Ze) — f (s, Vi, W) |de)P] (3.24)

) p/2
sCLP[ap—lrE sup v|ys—vs¢§+5p/2[g(j |zs—w5|§2(5,<)) ]
5€[0,6] 0 '
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where the constant C depends on Mp and p. Thus we can choose § small enough such
that T is a contraction and we find a unique fixed point (Y,Z) solution to our equation
in [0,6]. Since § depends only on Mz, L, and p, we can repeat the same procedure in
[6,26] and so on in order to cover the whole interval [0, T]. Thus we have obtained a
solution (Y,Z) in [0, T], patching together the solutions obtained in every interval. The
uniqueness follows from the local uniqueness in each interval of length §. It remains to
show the estimate. Since I' is a contraction in [0,8], we have

o s ) p/2
£ sup [Vl §+E( | 171} e ds)
5€[0,0] 0

(3.25)

<2|[1(0,0)||4, < 2C[[E|;1|§ + [E(J: | £(5,0,0) |de>P].

In the second interval [8,28], the solution (Y, Z) is again the fixed point of a contraction
map, thus

o 20 — 2 p/2 28 P
E sup |Y5|§+[E(J |ZS|LZ(EK)ds) szc[[E|Y5|§+[E(J |f(s,0,0)|de) ]
s€[6,268] 3 ’ 5

< G[Em\ﬁ + E(Joza | £(5,0,0) |de)P],
(3.26)

where C'is a constant depending on known parameters. Iterating this procedure in a finite
number of intervals until we cover the whole interval [0, T], we get estimate (3.21) and
we conclude the proof. O

4. Proofs of theorems

We will prove first Theorem 2.6 and then Theorem 2.4.

4.1. Proof of Theorem 2.6. We set
97 =15, (Q,C([t, T1,K)) x L (L2 ((t, T); La(E,K))) (4.1)

for an arbitrary p >2/(1 — 2y), where y was introduced in Hypothesis 2.1(iv). For sim-
plicity, we take ¢t = 0, the procedure being identical for all € [0, T]. We define the map
I:% - %L :(Y,2) - (Y,Z) in two steps.
(1) For & € LP(Q,%,,P;H) fixed, we define the process {X,: 7 € [0,T]} that de-
pends on Y and Z as the solution to

T T

e(T"’)AF(o,Yg,Yg,ZU)deLJ e""4G(0,X,4,Y,)dW (o), Te€[0,T],

X, = eTAf+J .
(4.2)

0

in [16, Proposition 3.2] it is shown that this equation has a unique solution X €
LE(Q;C([0, T];H)) at every fixed (Y,Z) € %] .
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(2) Given X, that depends on (Y,Z), we define (Y,Z) as the solution to

T T

¢ (0,%, Vo Zo)do ~ | e Z,dW(0), T [0.T]
! (4.3)

Y, =eT 780 (Xr) - J

T

The existence and uniqueness of a solution (Y,Z) in %, at every fixed X €
L{}(Q; C([0,T];H)), are proven in [16, Proposition 4.3].
We will prove that there exists a T; that depends only on L, My, and Mg such that for
any T < Ty, the map I': ¢ — %/ is a contraction.
We start from the forward equation, we have

p

T
J e(T_G)A (F(U;)_(a) YO’)ZO') - F(O’UU’ VU’ WU))dU

(4.4)

T o o P
+E sup H e(T’”)A(G(a,XU,YU)—G(a,Ug,Vo))dW(a)‘ ]
7€[0,T] 0

By standard estimates, we obtain that

. B . p
J e(Tig)A(F(CT,Xm YLT’ZU) _F(G’ UU’VU’WU))dO.‘
0

E sup
7€(0,T]

<&, TP2LP MK |:T<Pz)/2 ([E sup |X,—Us|¥+E sup |Y,— V| i) (4.5)
s€[0,T] s€[0,T]

(J) )]

Using now the factorization method, see [6, Chapter 5] or [16, Proposition 3.2], we have
that

P

J e(T—G)A(G(U,XU; YO’) - G(U’UJ,VU))dW(U)
0

E sup
7€[0,T]

(4.6)

<c,MPLPTP>= 1P [[E sup | X~ Ug|P +E sup |V, - Vs\ﬁ}.
s€[0,T] s€[0,T]



Giuseppina Guatteri 13

We can assume that T' < 1, therefore by combining these estimates we have that there
exists a constant y = y(p,Ma,L) such that

(1—yTP> 1 9P)E sup | X, - Tlf)

s€[0,T]
r o2 (4.7)
p/2—1-yp _ P p/2 _ 2
<yT E sup |Y,— Vi|x+yTF?E | Zy — Wy | .
s€[0,T] 0
Now we consider the backward equation.
We recall that, see [10] for instance, the following relation holds:
Y= Ve =E[T 7 (0(X1) - D(Ur)) | F-]
(4.8)

T
+ [EU B (W (5, X, Vs Zs) — P (s, Uy Vi, W) ) ds | 9:]

T

Thus we deduce that there exists a constant y; = y,(p,Mp,L) such that forall T < T,

(1—pi TP )E sup | Y- V|5
s€[0,T]
o T \P2 (4.9)
<y E sup |XS—US|§+y1TP/2[E<J |Zs — W, ) .
5€[0,T] 0

It remains to estimate Z — W. First of all we notice that for every fixed X,U € Lé(Q,
C([0,T],H)) by Proposition 3.5 there exists a unique mild solution of the following equa-
tions:

T T
e(”_T)B\I’(G,X'g,?U,ZG)dU—J (TEZ AW (e), se[0,T],

T

Yo = e 0 (Xr) - |

T

T
V. T8 (Ty) —j

T

T
e(afr)B\P(a.,UmeWo)dO- _ J e(afr)BWO dW(o), se€[0,T].
! (4.10)

Therefore estimate (3.5) with = ®(X1) - ®(Ur) and f (o) = ¥(0,Xs, Y, Zo) — ¥(0, Uy,
V4, W,) imply that there exists a constant y, = y»(p,L), such that

T - - p/2 o o o o
E(I |ZU—Wg|zda> Syz[TplE sup | Y= V|5 +(1+TPNE sup |X,—Uslh
0 s€[0,T] s€[0,T]

T \P2
+TP/2[E(L | Zs — W ) ]

Estimates (4.7), (4.9), and (4.11) imply that there exists a T} > 0, depending on p, My,
Mp, and L, such that the map T is a contraction in %g for all T < T;. Thus for ev-
ery p >2/(1 —2y), there exists a unique solution to (1.1). This solution clearly belongs

(4.11)
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to L5,(Q,C([0,T1,K)) x L5, (Q;L2((0, T); L, (E,K))) for all p > 2. The uniqueness in this
bigger class of processes is a consequence of the next theorem, therefore we will chose
T, < Ty, where Ty is given in Theorem 2.4. This concludes the proof.

4.2. Proof of Theorem 2.4. The proof of this theorem follows the same procedure of the
previous one. We set

K = Co ([, T LA (K)) X Ly ((1,T) X Q5 Ly (B,K)). (4.12)

One has to prove that the map T, considered now as a map from ¥/ into itself, is a
contraction for a sufficiently small T, that again depends only on L, My, and Mp. For
simplicity, we start from ¢ = 0.

We obtain by standard estimates that

(1-6TM3L? — 4AMZL*T"?) sup E|X,-TU,|;,
7€[0,T]

T

< (6TM3L? +4MZL>T' ") up. E|Y, - Vs|f<+6TM,§L2[EJ0 | Zo— Wil e .
s€(0,

(4.13)

Now thanks again to (4.8), we have that

(1-6TM3L?) sup E|Y,—V.|x
7€(0,T]

T

< (2M3L2 +6TM2I2) sup [E|;—<,_U,|;+6TM§L2[EL FAS AN
7€[0,T]

(4.14)

It remains to treat the term E fOT |Z, — W, |f2(5,K) ds. Since we have to deal with the con-
volution term, we follow the technique introduced by Hu and Peng in [10] that is based
on the martingale representation theorem. We have the following representation for the
processes Z and W:

T
Zs=eT9By (s) - J e 98K (s,0)doc  P-a.s. and fora.e. s € [0,T],
S

. (4.15)

W, = eT-9BV () — J e BR(s,0)do P-a.s. and for a.e. s € [0, T],

S
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where V,V € Lé(Q X (0, T);K) and K,R e LQZ}(Q X (0,T) x (0,T);K) are related to @
and ¥, respectively, as follows:

T
f V(s)dW, = O (Xy) — E(O(Xr) | Fr),
o €lo,1],
J V(s)dW, = ®(Ur) — E(®(Ur) | %),
JK(rS AW, =W (s, X0 Vo Zo) — E(W (s, X Yo Zs) | Fo), O<r<s<T,
J R(r,$)dW, =¥(s,U, Vo W,) —E(¥(5,U,, V(s W) | F,), O<T=<s=<T

One can deduce the following estimates:

[EJ |Zs - W|L K)d5<2[ JT| BV (s) - V(s)] |L2E ds
2

+[E J ds]
L,(EK)

T
< 8M3 [LZ[E Xr—Ur |+ Tj E|¥(0,Xy, Y0, Z0)
0

e 9B[K (s,0) — K(s,0)]do

(0, T,V W) |§<da]

s8M§L2[(1+3T2) sup E|X,—U,|;,+3T% sup E|Y,—V.|}
7€[0,T] T€[0,T]

T
+3T[EJ |Z$ _Ws |iz(EK)dsj|
0 >
(4.17)

We have finally obtained

(1-24M3TL?) J |Zs— W, |L2( xds
(4.18)
< 8M§L2[(1 £372) sup E|X,— U, |5 4372 sup E|Y, -V, |§<].
7€[0,T] 7€(0,T]
By the three inequalities (4.13), (4.14), and (4.18) there exists a positive number T that

depends on L, My, and Mg, such that the map I is a contraction in ?7{5 for every T < T,
and this concludes the proof of the theorem.

4.3. Regular dependence on the parameters. In this paragraph, we study the differen-
tiability of the solution to the forward-backward system with respect to the initial state.
More precisely, we will prove that under appropriate assumptions, the solution is Gdteaux
differentiable with respect to x. We introduce the following class of functions.
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Definition 4.1. We say that a mapping F : X — V belongs to the class 4!(X; V) if it is
continuous, Giteaux differentiable on X, and VF : X — L(X, V) is strongly continuous.

We need to generalize this definition to functions depending on several variables.

Definition 4.2. We say that a mapping F: X X Y — V belongs to the class ¢'(X x Y;V)
if it is continuous, Géteaux differentiable with respecttox on X X Y, and V,F: X X Y —
L(X, V) is strongly continuous.

We make further assumptions on the coefficients.

Hpypothesis 4.3. We assume that for every t € [0,T],
(i) F(t,-,+,-) € "V (H x K X Ly(B,K); H);
(i) for every s >0, eAG(t,-, y) € §'(H;L,(E,H)) for every y € K and e*AG(t,x,-) €
%' (K;Ly(E,K)) for every x € H;
(iii) ¥(t, -, -, -) € VL1 (H x K X Ly (E,K); K);
(iv) ® € G'(H;K).

As in [16, paragraph 3.2], we set
S(r)=e™ for7r=>0, S(r)=1 forr<0, (4.19)

and we consider the system

X, =S(r—t)x+ J Li11(0)S(t — 0)F (0, X4, Yy, Zs ) do
0
T
" JO 1611(0)S(x — 0)G(0, X, Yo ) AW,

T T
Y, = e T8 (Xy) — [ e Bz dw, — J e B (0,X,,Y,,Zs)do, T€[0,T],
! ! (4.20)

under assumptions 2.1 and 2.5, system (4.20) for every p > 2 has a unique solution
(X,Y,Z) € LEL(Q;C([0, T]; H)) x LE(Q;C([0, T];K)) x L5 (Q; L2((0,T); Ly(8,K))) for a
sufficiently small T. Moreover, the restriction to the time interval [¢,T] is the unique
solution to (1.1).

From now on, we will denote by (X(7,t,x),Y (7,t,x),Z(7,t,x)), T € [0, T] the solution
to (4.20).

PrOPOSITION 4.4. Assume Hypotheses 2.1, 2.5, and 4.3 hold. Then, for every p = 2, one has
the following.
(1) The map (tax) - (X('>t>x)) Y('>tax))Z('>t)x))

belongs to 4% ([0, T] x H; L, (Q; C([0, T]; H)) x L5 (Q;C([0, T];K))

X L5 (3 1((0, TH L2 (B, K))). (4.21)
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(2) Let VX, V.Y, and V. Z be the partial Giteaux derivatives, for every direction h €
H, the directional derivative processes (VX (1,t,x)h, VY (1,t,x)h,VZ(7,t,x)h),
7 € [0,T], solve, P-a.s., the system

V. X(t,t,x)h

_ e(‘r—t)Ah

+ J "4V F(0,X(0,t,x), Y (0,t,%),Z(0,1,x)) V<X (0,t,x)h do
t

T

+| "4V F(0,X(0,t,x),Y(0,t,x),Z(0,,x)) VY (0,t,x)hdo

—

. (4.22)
eTDAY F(0,X(0,1,%), Y (0,6,x),Z(0,t,x)) V1 Z(0,t,x)hdo

+
—

t

T

+| e"I4V,G(0,X(0,t,x),Y(0,t,x)) VX (0, t,x)hd W,

S

T

+| ™94V ,G(0,X(0,t,x),Y(0,t,x)) Vi Y (0,6, x)hdW,, 1€ [t,T],

—

V.X(t,t,x)h=h, 7€]l0,t1),

VY (1,t,x)h

T
= e T=BY. . (X(T,t,x)) V<X (T, t,x)h — J e By Z(0o,t,x)hdW,
T

T
—J By W (0, X (0,£,%), Y (0,1,x), Z(0,£,)) V. X (0, £, x)h do

T

T
- J e BV ¥ (0,X(0,t,x),Y(0,t,x),Z(0,t,x)) VY (0,t,x)hdo
T

T
fj e BV ¥ (0,X(0,t,x),Y(0,t,x),Z(0,t,x)) Vi Z(0,t,x)hdo, 1€ [0,T].

T

(4.23)

(3) The following estimate holds for every h € H:

E sup |V X(z,t,x)h|%

7€(0,T]
T ) /2
+E sup |V.Y(1,t,x)h| 2 + [E(I | VxZ(T,t,x)h|L2(EK)> <clhlf,
7€[0,T] 0 ’

(4.24)

where ¢ > 0 depends on p, Ma, Mg, L, and T.
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Proof. We start by recalling how the solution to (4.20) is built. We set again ! = L§,(Q;
C([0,T];K)) x L‘;}(Q;Lz((o, T);L»(E,K))) for some p > 2. For every x € H, t € [0,T],
and (Y1,Z") € %, we define amap X — ['1(X; Y1, Z%,t,x) : L5, (Q; C([0, T]; H)) — L5, (s
C([0,T];H)) as follows:

T

LG YLzhtx) (1) = S(r - t)x+J 1i,11(0)S(t — 0)F(0,X,, Y}, Z))do
0
(4.25)

T
+ J 101(0)S(7 = 0)G(0, Xy, Y1) W,
0

This map is a contraction and we denote by A' (Y!, Z1, t,x) ={A!(s; Y, Z', t,x) : s€ [0, T]}
its (unique) fixed point. We introduce a second map (X,#) — I'.(X,n) : LQ(Q;C([O, T];
H)) x LP(Q, Fr,P;K) — J€I defined as follows: I2(X,n) = (Y,Z) is the unique solution
to

T
Y(r,X,n) = T8y - J e BY (0,X,,Y (0,X,1),Z(0,X, 1)) do

; (4.26)
- J T IBZ (0, X, m)dW,.
T
Finally the map I is expressed in terms of I'; and T', as follows:
I(Y',Ztx) =L (AN (YL ZY6x), 0 (ANT3 Y, 21, 1,%)) ). (4.27)

Then the solution to (4.20) is the unique solution to (Y!,Z') = T(Y',Z1,t,x). Therefore,
since we want to prove that the fixed point Y (¢,x), Z(t,x) of I'(-, -, t,x) is differentiable
with respect to x, we apply the parameter depending contraction principle; see [27] or
(16, Proposition 2.4]. Thus we have to prove that I € 401(3€¢] x [0, T] x H;%{). In
order to carry on with this program we will proceed as follows:
(1) we prove that T'; is G5! (LP(Q; C([0, T); H)) X LP(Q, Fr, P;K); 31);
(2) we show that (Y1, ZL,t,x) — ANYL, Z  t,x) is G501 x [0,T] x H;L&(Q;
C([0, T H)));
(3) finally we apply the chain rule, see for instance [16, Lemma 2.1], and we conclude
the proof.
We will just sketch the proof of each step being very similar to [16, Propositions 3.3
and 4.8].
(1) First of all we note that Proposition 3.5 applies to (4.26) and from the hypothesis
on ¥, we have that, for fixed # and X,

B T 5 p/2
E sup |Y(s,X,17)|§+[E<J | Z(s,X,7) | ds)
5€[0,T] 0

< Cl([EIWIPHE(IT |\y(s,x,o,0)|K)p> (4.28)

0

< G(Ell? + 1+ 11X 2o ucoryian) )
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where the positive constants C; and C, depend on M3, T, C, and p. We introduce the fol-
lowing equation, for any N € L5 (Q;C([0,T];H)) and { € LP(Q,Fr,P;K) and (Y,Z) €
¥ fixed:

T
Y(r,X,n)+ J e 8 Z(a,X,n)dW,

T
= —I e By ¥(g,X,Y,Z)N,do

. (4.29)
—J " BV W(0,X,Y,Z)Y (0,X,1)do
T

T
- J e BV ¥(0,X,Y,Z)Z(0,X,n)do + (.

T

From Proposition 3.5, it follows that this equation has a unique solution (Y, Z) such that

T p/2
A A~ 2
E s[%pT]|YS|§+[E(JO |ZS|L2(5)K)ds) [[EICIK+||N||LP o) (430
se|0,

where x is a constant the depends on p, Mg, L, and T. From the hypothesis on the
coefficients one can deduce—using the same arguments exploited in [16, Proposition
4.8]—that (X,N,Y,Z,0) — (Y(X,N,Y,Z,0),Z(X,N,Y,Z,{)) is continuous form Lga(Q;

C([0,T];H)) x LP (Q;C([0, T]; H)) X L x LP(Q, Fr;K) — FL. It remains to show that
the directional derlvatlves of (Y(X, 11) Z(X,n)) in direction (N, () coincide with the pro-
cesses (Y(X,N,Y (X, m,Z(X,n),(), Z(X,N,Y(X, 1),Z(X,1),()). For every € >0, the pro-
cesses

Ve = L[TOC+HeN, 1 +€0) = T(Xn)] - T 00N TG, Z06n),0),

(4.31)
26 = Z[Z0XC+ N+ €0) = Z0Gm)] = 2N, T ), 2K 0)
solve the following equation:
T T
Ye(r) = —J e85 () dor J TIBZE () AW, (4.32)
with
¥(0) =2 [¥(0,X(0) + EN(0), T (0),Z°(0))] - V:¥(0,X(0), Y (0), Z(0)) Ny

+2[¥(0,X(0),(0).2°(0)) ~ ¥(0,X(0), ¥ (0),Z(0))] (433)

- V,¥(0,X,Y(0),Z(0)) Y (0) - V.¥(0,X,Y (0),Z(0)) Z(0).
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Thus by Proposition 3.4, there exists a positive constant x; depending on Mg, T, p such
that

/2

T p

2

E sup |YS€ i+IE(J |ZS€|LZ(E,K)dS) = K1||7} ||L1’ (;C([0,T;H))" (4'34)
s€[0,T] 0

Then following [16, Proposition 4.8], one can prove that

161513 |ve| |L§,(Q;C([0,T];H)) =0. (4.35)

Note that from estimates (4.28), (4.30), and the continuity of (Y(X,N,Y,Z,{),Z(X,N,Y,
Z,()) with respect to its parameters, we are in the position to apply [16, Lemma 2.2] and
we conclude the first step.

(2) Since A'(Y',Z',x,t) is the fixed point of T1(-,Y!,Z',x,t), we can proceed ap-
plying the parameter depending contraction principle. The proof of a very similar re-
sult can be found in [16, Proposition 3.3], so will be omitted here. Thus we have that
A (Y1, Z!, x,t)—for every (Y',Z') € %l —is Gateaux differentiable and V,A' solves the
following equation—we omit the dependence on the variables Y! and Z! for the sake of
clearness:

VA (T3t %)k

:e(r—t)Ah

J eTDAY F(0,A (031,%), Y (0,8,x),Z" (0, t,x)) VA (031, x)hdo
T

+J (=047 E(0, A (031,%), Y} (0,6,2),Z (0,1,%)) VY (0,1, x)hdo
t

T (4.36)

J AV F(0,A (051,%), Y (0,1,%),Z" (0,1,x)) V< Z' (0,t,x)hdo
t

+

+

T
J eDAY_G(a, Al (a3t %), Y (0, £,%)) VoA (03, x)hd W,
t

T
+J 4T G0, A (031,%), Y (0,£,)) Vi Y (0,1, x)hd W, 7€ [1,T],

t

VAUt x)h=h, T€]0,1).
Moreover, one has that for every h € H,

E sup |V A'(r;t,x)h|% < Clhl. (4.37)
7€[0,T]
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(3) Let us consider the fixed point X(s,t,x) = Al(s;Y,Z,t,x) corresponding to the
couple Y, Z that is the fixed point of the map I'. We can choose N, = V. X(0,t,x)h
and { = V,O(X(T,t,x))VX(T,t,x)h for every h € H, then (VX (0,t,x)h, V.Y (0,t,x)h,
V+Z(0,t,x)h) is the unique solution to system (4.22)-(4.23) and combining estimates
(4.30) and (4.37), we get estimate (4.24).

This concludes the proof. O

4.4. Example. Let Z be the one-dimensional lattice of integers. We introduce an infinite
collection of forward-backward systems,

dx"(t) =a,X"(t) - > [X"(t)-X/(t)-YI(t)|dt+dW"(t), neZ tel0,T],
jilj—nl<1

dy"™(t) = -b,Y"(t) + Z [Y™(t) = YI(t) — XU (1) ]dt + Z"(£)dW™(¢),
jilj—nl<1

X"0) =x", Y"(T)=¢(X"(T)), neN.
(4.38)

Let I?(Z) be the set of square summable sequences of real numbers, to fit our assumption
2.1 we assume that the following hold.

Hypothesis 4.5. (1) W" are independent real Wiener processes.
(2) {an} nen is a sequence of real numbers such that

{x el’(2): Z azxk < +00} (4.39)

nez

is dense in 12(Z).
(3) {by}nen is a sequence of real numbers such that

{x eP(Z): > bixi< +00} (4.40)

nez
is dense in I?(Z).
We can thus formulate problem (4.38) as a forward-backward system:
dX; = AX;+F(Xy, Y;)dt+dW,, te€][0,T],
dY, =BY;+¥ (X, Y;)dt+ZdW,, te][0,T], (4.41)
Xo=x, Yr=0(Xg).

We set H = K = *(Z), W(t) = {W"(t)},en, then W(t) is a cylindrical Wiener process
with values in [?(Z). We define A and B by

Ax) = (anxn)neN: B()’) = (_ bnyn)neN (4.42)
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with domains, respectively,

D(A) = {x eP(Z): > alxi< +oo}», D(B) = {y eP(z): Y b2yi< +oo},
nez nez (4‘43)

these two operators are sectorial with dense domain, and B is negative, thus they obvi-
ously fulfill Hypothesis2.1. The function F: H X K — H is given by F(t,x,y) =
~(Xjijon<1 X" = x) = ez and ¥ : H X K — K is defined as ¥(txy) =
(Zj:‘j,n‘ﬁl [y" — x/ — y/])nez, and it is immediate to check that these functions are Lips-
chitz continuous functions.

In this case, Theorem 2.6 applies and there exists a T} such that for any T < T} and
any p > 2, for any x € [?(Z), there exists a unique solution in Lg,(Q; C([t, T];H)) x Lfg))(Q;
C([t, T1;K)) X L (L2 (¢, T); Ly(8, K))).

5. Application of forward-backward systems to stochastic optimal control

5.1. Setting of the problem, assumptions, and auxiliary results. Let U be a real and
separable Hilbert space and AU a subset of U.

Let Hypothesis 2.1 be in force and consider a controlled process X* in H on a time
interval [£,T] C [0,T], governed by the following It stochastic differential equation of
the form

dX!' = AX"*dr + F(r,X*)dt + G(7, X*)r (7, X", u. ) dt + G(1,X*)dW,, 1€ [t,T],

X/!=xe€H.
(5.1)

An admissible control is defined as a predictable process that takes value in U and that is
square integrable with respect to dP X dt. We recall that the cost functional to be mini-
mized is

T
J(t,x,u.) = IEL 1, X% u,)dr+ ED(XY), (5.2)

where [: [0,T] x Hx U — R and @ is defined in Hypothesis 2.1(v). Then the value func-
tion is the following:

Vt,x) = i{llf](t,x, u), tel0,T],x€H, (5.3)

where as usual the infimum is taken over all admissible controls. We introduce the Hamil-
tonian function

Y(t,x,2) = in{]{l(t,x,u) +zr(t,x,u)} t€[0,T], x € H, z€ EB*, (5.4)
ue

We stress the fact that the probability basis (Q, %, P), where the Wiener process W, ap-
pearing in (5.1) is defined, is prescribed so we are considering the control problem in its
strong formulation.
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Besides Hypothesis 2.1, we assume also that the following hold.

Hypothesis 5.1. (1) The maps r: [0,T] x HX U — Eand[:[0,T] x Hx U — R are Borel
measurable and there exists a constant C > 0 such that

[r(t,x,u) —r(tx,u)|[g+ |1t x%u) = 1(6x"u") | < Cllx—x" g+ llu—u'llv),

le"G(t,x) |

m I r(txu) [+ [1(1,0,0) | <C, (5.5)

=,

1(t,0,u) = -C

foreveryo >0,t € [0,T], x,x" € H, u,u’ € U.
(2) There exists a Borel measurable function y: [0,T] X H X E* — U such that

Y(t,x,z) = 1(t,x,y(t,x,2)) +zr (t,x,y(t,x,2)), t€[0,T],x€H, z€E* (5.6)
and such that for some constant C > 0,

lly(t,x,2) — y(t,x',2)||y < Cllx = X' lg + 1z — 2" |z« ),
(5.7)
H)’(RO,O)HU =C

foreveryt € [0,T], x,x' € H, z,z' € E*.

Note that Hypothesis 5.1(1) implies that for every admissible control u. the functional
J(t,x,u.) takes values in (—o0,400] and is not identically +oo. See also [20, Section 2.1]
for more details. In the rest of the section, Hypotheses 2.1 and 5.1 will always be in force.

LEMMA 5.2. There exists a constant ¢ > 0, depending only on known parameters, such that

|W(£,0,0)| <¢, |W(t,x,2) —¥(t,x',2') | <clz—Z'|+clx—x"[(1+]z] +12]),
(5.8)

foreveryt e [0,T], x,x" € H, and z,z' € B*.

For the proof see [20, Lemma 2.3].
Now let us consider a standard Wiener space W, defined on a complete probability
space (f),of,ﬁ). For 0 <t < 7 < T, we denote by F; (resp., F[:,]) the o-algebra generated

~

by W, se[0,t] (resp., s € [t,7]), completed by the null sets of &. For fixed t € [0, T] and
x € H, we consider the equation

T T

e(T*”)AF(U,)?g)dU+J e 4G(0,X,)dW,, Te[tT], (5.9)

X, =emD4x 4 J
t

t

by [16, Proposition 3.2] there exists a unique solution X, such that

E sup [[X]l} < CO1+lxlF). (5.10)

7€(t,T]
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This property and Lemma 5.2 imply that

[ELT||\1/(0,)?J,0)||,2L, < 4o (5.11)

Thus, following again [16, Proposition 4.3], we have that the system that comprehends
(5.9) and

f ¥(0,%,,2,)do - ZdWa, retT], (5.12)

has a unique mild solution {()?T(t,x), ?T(t,x),ZN,(t,x)),T € [t,T]}, we will use this nota-
tion when we want to stress the dependence on the data. We set J*(t,x) = lNG(t,x), note
that J*(t,x) is a deterministic value and depends only on the law of lN/, thatis, only on t, x,
F, G, ¥, ®. Using an infinite-dimensional version of Girsanov theorem, see [6, Theorem
10.14], one has the following.

ProrosITION 5.3. For every t € [0,T] and x € H, and for every admissible control u €

L%Q,(Q x [0, T];U), we have that J*(t,x) < J(t,x,u). Moreover, the following relation holds,
for every control u and every x € H:

T
P (t,5) = J (b, 0) + E L (W (0, X% Z4) — 227 (0, XY, 1)

(5.13)
—1(0,X",us)]doc  P-as. forae. te[0,T],
where {(X!(t,x), YX(t,x),Z%(t,x)), T € [t,T]} is the solution to
T T
XV = e(T*t)Ax+J’ e(T*")AF(a,Xg‘)d0+I TG (0, X r (0, XY, u, ) do
t t
T
+ L eTIG(0,X")dW,, T[T,
T T
Y4 = d(XY) +J [V (0,X",ZY) —Zgr(o,X},‘,ug)]do—I 74 dwW, te[tT].
T T
(5.14)

For the proofs see [20, Proposition 2.5].

Note that the procedure described above allow to solve the problem considered in a
weak formulation; see [16, Theorem 7.2]. Next results will allow us to solve the problem
in the strong formulation.
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ProrosITION 5.4. Suppose that for some (t,x) € [0,T] x H, the system

T T

eTD4F(0,X,)do + J e"4G(0,X,)r(0,X0,y(0, X5 Zo) ) do

X, = e V4x 4 J
t

t

T
+J e""4G(0,X,)dW,, TE[LT],

t

T T
YT=®(XT)+J l(o,X(,,y(a,Xg,Za))da—J Z,dW,, te(LTl,
! ! (5.15)

has a solution {(X;(t,x),Y.(t,x),Z.(t,x)) : 7 € [t,T]}. Then setting u, = y(7,X.(t,x),
Z.(t,x)), T € [t, T}, the process u is optimal for the control problem starting from x at time
t with optimal cost J (t,x,u) = J*(t,x) = V(t,x) = Y(t,x).

Proof. Ttis clear that 7, = y(7,X;(t,x),Z.(t,x)) is an admissible control. Finally, Hypoth-
eses 5.1(2) and (5.13), evaluated at &, imply that % is optimal, that is, J (£,x,%) = J*(t,x)

V(t,x). Note that system (5.15) rewritten with respect to W, = Wy + [7,,7(0,X, (t,x
y(Xo(t,x),Zs(t,x)))do coincides with (5.9)—(5.12), thus Y(t,x) = Yi(t,x) = J*(,x)

V(t,x).

~—

>

Remark 5.5. Note that the uniqueness of the solution of the system is not required in
the last statement since, morally speaking, only the law of Y,—that depends only on the
coefficients T, F, G, ¥, ®—plays a role.

5.2. Global unique solvability for a class of forward-backward systems. Letusfix T >0
and for every t € [0, T] and x € H, consider

T T

e"4E(0,X,)do + J "G (0,X,)7(0, X,y (0, X5, Z ) ) do

t

X, =™ DAx 4 J

t
+J eT4G(0,X,)dW,, TE[t,T],
t
T T
Y, = ®(X7) +J l(a,Xg,y(a,Xg,Zg))da—I Zy,dWy, 1€t T].
! ! (5.16)

Exploiting the result proved in Theorem 2.6 and the interpretation of Y;(t,x) given in
Proposition 5.4, one has the following.

THEOREM 5.6. For every t € [0,T] and x € H and every p = 2, there exists a unique mild
solution of the forward-backward system (5.16) in Lfg,(Q;C([t, T];H)) X L;(Q;C([t, T];
K)) x L (s L2 (5, T); L2 (8,K))).
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Proof. First of all, we note that changing if necessary the constant, one can find a positive
L >0 such that

|®(x) - O(X)| < Lllx—Xln, 517
|V(t,x) - V(£,%)| < Lllx - %l 517

for every x,xX € H and all ¢ € [0, T].

In order to prove the second inequality, we recall that the function V(¢,x) coincides
with IN/t(t,x), where {()?T(t,x), lN/T(t,x),ZNT(t,x)); T € [t,T]} is the solution of system (5.9)—
(5.12) starting in t at x. First we have that for every 7 € [0, T] and x,X € H, one has

E|IX: (%) - X (63) |7, < cllx =X (5.18)

Indeed, for any admissible u,

T
X (t,x) = X (1,%) = e DAx — DA% 4 I e 4 [F(0,X,(t,x)) — F(0,X,(t,%)) ]do

t

+ JTe“-”)A[G(a,)?U(t,x)) — G0, X, (,%)) | dW,.

t

(5.19)
Thus,
BIIR. (1) - X (6317,
< CZ{Mﬁ lx — I + TM2L2 f BIR, (6,5) - K, (63|, do
+ﬁf e 4[G(0, R (63 = Glo. ot Iz d] (5.0

T
< CZ{M}, = Xl + TM,%LZJ B[R, (1,0) - X, (6,3)| 4 do
t

+ 17 JT || X, (,x) — )?U(t,%)Hi(T —0)™¥ do}.

Thus, by Gromwall’s lemma, there is a constant ¢ depending on T, L, M4 such that for
every T € [0,T],

EIIX: (%) - X (69|, < cllx =R (5.21)
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Now, applying the It6 formula to IlN/T(t,x) - ?T(t,%) |2, one gets that

T
E|YT(t,x)—YT(t,%)|2+%EJ 17, (tx) = 2, (6,%) | *do
T
T
< L*E||Xr(t,x) —XT(t,%)||f,+L2J E||X, (%) — X, (6,%)]|7,do (5.22)
T

T
+3LZJ E|Y,(tx) - ¥o(6,%) | do.
T

Thus again by the Gromwall lemma and (5.18), there exists a positive constant L, such
that

|Y.(tx) - V(%) < [2Ix—%72 te(tTI. (5.23)

F

For t = t in particular, one has
|%tx) - Vt,D)] = | V(b2) - V(ER)| < Lix -3 (5.24)

for every x, X in H.
Now we can conclude the proof in three steps.

Local existence. From Theorem 2.6, we know that for every p > 2, there existsa § > 0 such
that for every t = T — §, system (5.16) has a unique solution {(X;(t,x), Y;(t,x),Z.(t,x)),
T € [t,T]} with values in L5, (Q;C([t, T];H)) x L5 (Q;C([t, T;K)) x Lo (Q; L2 ((1,T);

Global existence. Assume thatt € [T —2§,T — §[: indeed if t = T — §, there is nothing to
prove, while if f < T — 26, then we can proceed repeating the construction below and after
a finite number of steps we obtain the required solution in [t,T] for arbitrary t € [0, T].
We proceed in some steps.

(1) Forevery 7 € [T — 8, T], consider the system

eTAF(0,X))do + I e 1G (0, X ) r (0, X}y (0, XL, Z}))do

Kt =t [
T-6

T-6

+J (TOAG(0, X)) dW,, 1€ [T-06,T,
T-6

T T
YTI=<D(X})+J z(a,x;,y(a,x;,z;))da—j Z1dW, Te[T-35,T).

! ! (5.25)

Thus, by Theorem 2.6, there exists a unique solution {(X!(¢,x), Y} (t,x),Z1(t,x)),
7€ [T —-6,T]} and applying Proposition 5.4, one has that Y}_a(T —0,x) =
V(T - 8,x) forallx € H.
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(2) Consider for 7 € [t,T — 8] the following forward-backward system with initial
condition x and final condition V:

T T

e""94F (0,X,)do + I e"I1G(0,X,) 1 (0, X4, y(0, X5, Zs) ) do

t

X, =T DAy I

t

T
+J eT4G(0,X,)dW,, TE[t,T-6],

t
T-6 T-6
Y, = V(T—&XHHJ 1(0,X5,y(0,X5,Zs))do — ZsdW,, TE[t,T -0

i ’ (5.26)

By Theorem 2.6, this system has a unique solution {(X;(t,x), Y;(t,x),Z.(t,x)),
T € [t,T — §]} since V is Lipschitz continuous with the same Lipschitz constant
of ¢ by previous considerations.

(3) Finally we conclude solving again the system of step (1) with boundary condition
Xr_s(t,x) and ® that

T
X', = (T=0Ax, (1 x) +J e"4E (0,X})do
-8

T
+J 4G (0, X)) r (0, XL,y (0, X1, ZY) ) do
-5
T (5.27)
+J e(f*O)AG(g,X;)dWU, T1e[T-6,T],
T_

8
T T
y;=q>(x;)+J z(a,xg,y(a,xg,z;))da—J ZLdW,, Te[T-8,T].

Note that Xr_5(t,x) € LP(Q,%Fr_5,P,H) therefore satisfies the hypothesis of
Theorem 2.6 and we find a solution {(X!(T -8, X7_s(t,x)), Y(T -6, Xr_s(t,x)),
ZNT - 6,Xr-5(t,x))), T € [T — 8, T]} to the system. Thus the triplet of processes

X (t,x), Tet,T-46],
X‘E(T_(S\)XTf(S)) TE[T_(S)T])

{Yr(t,x), re[t,T -8,
Y, = (5.28)

Y‘}(T_(S:XT—(s): TE[T_(S)T])

Z:(t,x), Tel[t,T-96],
Z; =

ZNT - 8,Xr-s), T€[T-8,Tl,

is a solution to system (5.16) in [¢, T'] with boundary conditions x and ® for any
p=2.
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Global uniqueness. It is a consequence of the local uniqueness.

Let us assume that t € [T —26,T — ) and that there are two different solutions in
(£, T] with initial datum & and final datum ¢. We denote the two solutions by (X'(t,x),
Y(t,x),Z'(t,x)) and (X?(t,x), Y2(t,x),Z>(t,x)). Clearly, (X'(t,x), Y'(£,x),Z'(t,x)) and
(X2%(t,x), Y*(t,x),Z%(t,x)) are solutions of the system in [T — &, T] with respect to the ini-
tial datum X%_ 5(6x) [X%_ s(t,x)] and final datum ¢. The uniqueness proved in Theorem
2.6impliesthat Y;_;=V(T—8,X}_s)and Y2 _;=V(T—8,X7_5). Thus (X'(t,x), Y!(t,x),
Z'(t,x)) and (X2(t,x), Y?(t,x),Z%(t,x)) are both solutions in [t, T — 8] with respect to x
and V, therefore again by Theorem 2.6 and the Lipschitz continuity of V, the two so-
lutions coincide in [¢, T — §]. This implies in particular that X}fa(t,x) =X7_ s(t,x), thus
the two solutions have to coincide also in [T — &, T] having the same initial condition and
the same final datum, again by Theorem 2.6. O

We are now in the position to solve the control problem.

PrROPOSITION 5.7. Foreveryte [0,T] andxeH, let {(X;(t,x),Y:(t,x),Z.(t,x)), T € [t,T]}
be the solution to system (5.16) in [t, T] with boundary conditions x and ®. Set

U, =y(1, X (6,x),Z:(t,x)), 7€ [t,T], (5.29)

then U is an optimal control for the control problem starting from x at time t. If X" is the
corresponding solution, then P-a.s., X¥ = X,(t,x) for T € [t,T]. Finally, the optimal cost
V(t,x) = J(t,x,u) is equal to Y;(t,x).

Proof. Let us consider the forward equation corresponding to u:

X, =" DAx 4 J

T T
e D4F(0,X,)do + J e 4G(0,X,) (0, Xy, Ur ) do
t

t
(5.30)

T
+J "G (0,X,)dW,, TE[1,T].

t

This equation, thanks to the regularity of the coefficients, has a unique solution, therefore
X" must coincide with the first component {X;(t,x), T € [t,T]} of the solution of sys-
tem (5.16). By Theorem 5.6, system (5.16) admits a unique solution {(X.(t,x), Y;(t,x),
Z.(t,x)), T € [t,T]}, thus we can apply Proposition 5.4 to conclude the proof. O

Remark 5.8. Following [19, Proposition 3.2], one can find a Borel measurable function
(:[0,T] x H— E*, such that

(1, X (t,x)) = Z:(t,x) P-a.s. fora.e. 7 € [t,T]. (5.31)
Thus setting u(t,x) = y(t,x,{(t,x)) for every t € [0, T] and x € H, one has

ur = Y(T’XT(t>x):ZT(t)x)) = H(T’XT(Lx)) (532)
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and X (t,x) solves the following closed-loop equation:

T T

VAR (g, X, )do + j eD4G (0, X, ) (0, X (0, X, ) ) do

t

X, =" DAx 4 J

t

T
+J eTAG(0,X,)dW,, T € [t,T].
t

(5.33)

Moreover, if F, G, ¥, and @ satisfy Hypothesis 4.3 with K = R, then the feedback law is
expressed in terms of the value function,

Z.(t,x) = Vi V(1,X:(£,x)) G(1, X, (t,x)) [P-as. forae 7€ [t,T]. (5.34)

This relation is true for system (5.9)—(5.12) corresponding to u; see [16]. Then noting
that Z,(t,x) = Z¥(t,x) P-a.s. for a.e. T € [t, T], we obtain relation (5.34).

Example 5.9. We consider the controlled stochastic differential equation with delay in R":

dx(7) = [Jix(r+ 0)a(d6) + f (1,x(1)) + G(T,x(‘r))r(r,x(r),u(r))]d'r

+o(t,x(1))dW,, 1€[0,T], (5.35)
x(0) = po, x(0) =19(0), fora.e. 0e(-1,0),
and a cost functional of the form
T
J(0, o, vo, u) = [EJ0 2(7,x(1),u(r))dr + E¢(x(T)), (5.36)

that we minimize over all predictable controls u with values in U € RN,
We assume the following:

(1) Ho € R", Vo € Lz((_lyo); IR");

(2) {W;:t =0} is a cylindrical Wiener process in R? defined on a complete proba-
bility space (Q, %, P), (F)i=o is its natural filtration completed with the null sets
of F;

(3) U is a Borel and bounded subset of RV, say U = [—8,8]V, for some § >0 and u
is a (F)s=0-predictable process with values in U;

(4) aisan L(R",R")-valued finite measure on [—1,0];

(5) f:10,T] x R" — R" is measurable and there exists a constant L > 0 such that

| f(£0)] <L, |fvt,x1) - f(t,x2)| <L|xi—x2|, t€[0,T], x1,x2 €R"  (5.37)

(6) 0:[0,T] x R" — L(R4,R") is measurable and there exists a positive constant L
such that

lo(t,x)| <L, |o(t,x1)—o(t,xa)| <L|x1—x2|, t€[0,T], x,x1,x € R";  (5.38)
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(7) r: [0, T] X R" x U — R¥ is measurable and for some constant C > 0,

|r(t,x,u)| <C, te€[0,T],ueU, x€R",

|7 (t,x,u1) = r(t,x2,u2) | (5.39)

<C(lxi—x2| + | —u2]), te€[0,T], u,ur,ur € U, x1,x, € R";

(8) let &(t,x,u) = €°(t,x) + |ul?, r(t,x,u) = Bu with €°: [0,T] X R” — R measurable,
such that £°(+,0) is bounded, €°(t, -) is Lipschitz continuous uniformly with re-
spect to t, and B € L(RN,R%). Then the infimum over all u € U of €(t,x,u) +
zr(t,x,y(t,x,u)) is attained at a unique point:

(e e <2

—8|B*z*| 'B*z* if |B*z*| >20,

y(z) = (5.40)

and clearly y is a Lipschitz continuous function;
(9) ¢: R" — R verifies, for some constant L > 0,

l¢(x1) —p(x2)| <L|x1 —x2|, x1,% €R™ (5.41)

Following [7, Chapter 10], see also [28], we set H = R" x L?((—1,0); R"),

G(A) = SL (“) €H:ve WY((~1,0);R"), »(0) = #},

v

(5.42)

0
) L 2(0)a(do)
A() o

40

It is known that A generates a strongly continuous semigroup in H; see again [7]. More-
over, if we set, for t € [0, T], p € R", v € L*((—=1,0);R"), u € U,

) A o))
(5.43)
R(t, (i) ,u) =r(t,u,u), l(t, (ﬁ) ,u) =&(t,u,u), o} <5> =¢(u),

then (5.35) is equivalent (see [7, 28]) to

X, = (AXT-I-F(T,XT) +G(T,XT)R(T,XT,MT))dT+ G(T,XT)dWT, T€[0,T],
Xo = xo,
(5.44)
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where X, = (;‘T((T_))), with x;(0) = x(7 + ), for every 6 € [—1,0]. The cost functional be-
comes

T
7(0,x0,10) = [EL 12, Xe,112)dr + ED(Xr). (5.45)

Moreover, it is easy to verify that Hypotheses 2.1 and 5.1 hold. Thus Proposition 5.7
can be applied to obtain the existence of the optimal control in strong formulation and
the feedback.
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