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Abstract

We prove a rate of convergence for the N-particle approximation of a second-order par-
tial differential equation in the space of probability measures, such as the master equation
or Bellman equation of the mean-field control problem under common noise. The rate is
of order 1/N for the pathwise error on the solution v and of order 1/+/N for the L2-error
on its L-derivative d,,v. The proof relies on backward stochastic differential equation
techniques.
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1. Introduction

Let us consider the second-order parabolic partial differential equation (PDE) on the
Wasserstein space P>(R?) of square-integrable probability measures on R?, in the form

{ v+ H(t, v, v, 09y, ,v) =0, (1, ) €0, T) x Po(RY), 0

W(T, 1) = G(w), 1 € Py(RY).

Here 9, (¢, i) is the L-derivative on Pa(RY) (see [6]) of u — v(#, i), and it is a function from
R? into R, 0x0,v(t, u) is the usual derivative on R? of x e R¥ > uv(t, n)(x) € R4, hence
takes values in R9*“, the set of d x d-matrices with real coefficients, and Bﬁv(t, W) is the L-
derivative of u > 9, v(¢, £)(.), and hence a function from R? x R? into R?*?. The terminal
condition is given by a real-valued function G on P»(R¢), and the Hamiltonian H of this PDE
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Rate of convergence for particle approximation of PDEs in Wasserstein space 993

is assumed to be in semi-linear (non-linear with respect to v, d,v, and linear with respect to
0x0p, Biv) expectation form

Ht, w, y, 2(), v (), vol.., )

1
= /Rd [H(, x, 1, y, 2(0)) + Etr((agT + 0000 ) (1, x, Wy ()] e(dx)

I
"2 /]Rd o (oot Wy (&, ', Wy, ) u(dx)(dx), (1.2)

2
for some real-valued measurable function H defined on [0, T] x RY x Pz(Rd) x R x R4, and
where o, oy are measurable functions on [0, T] x RY x ’Pz(Rd), valued respectively in Rdxn
and R4*™_ Here tr(M) denotes the trace of a square matrix M, while M T is its transpose and
‘. is the scalar product.

PDEs in Wasserstein space have been studied widely in the literature over the last few
years, notably with the emergence of mean-field game theory, and we mention among others
the papers [2], [4], [5], [13], [21], [22], and other references in the two-volume monograph [6,
7]. An important application concerns mean-field type control problems with common noise.
The controlled stochastic McKean—Vlasov dynamics is given by

dx¥ = ﬂ<S, XY, IP?QX, as> ds +cr<s, Xy, IP’%) dw;
+00<S,Xg,ﬂ”0q) dW0, r<s<T, X% =¢, (1.3)

where W is an n-dimensional Brownian motion, independent of an m-dimensional Brownian
motion W9 (representing common noise) on a filtered probability space (2, F,F=
(Fo<i<T, P), the control process « is F-adapted valued in some Polish space A, and PO
denotes the conditional law given WO, The value function defined on [0, 7] x Pz(Rd) by

T
v(t, 1) = ingt,M [/ e—r(s—f)f(Xg, IP’%? , as> ds + e—r(T—t)g( T ]P)())(%)i|
t

(here E; [ -] is the conditional expectation given that the law at time ¢ of the solution X to
(1.3) is equal to w) is shown to satisfy the Bellman equation (1.1)—(1.2) (see [1], [9], [11]) with

G(n) = [ g(x, w)u(dx), o, 0g as in (1.3) and
H(t, x, b, y, ) =—ry+ in£ (B, x, w, a).z+f(x, u, @)l (1.4)

ae
We now consider a finite-dimensional approximation of the PDE (1.1)-(1.2) in the

Wasserstein space. This can be derived formally by looking at the PDE for u to averages
of Dirac masses, and it turns out that the corresponding PDE takes the form

N
1
o + 5 D H(t xi, 1), v, ND)
i=1
1 - . (15)
+ Etr(ZN(t, x)Dyv ) =0, on [0, T) x (R%)"Y,

W(T, x) = G(ju(x)), x = (iep1.ng € ROV,

where /i(.) is the empirical measure function defined by

N
1
ax) = N X;Sx,. for any x = (x1, ..., xn), N € N¥,
=
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and

Ty = (Zzl'\/l)i,je[[l,N]]

is the RN¢>*Nd_yalyed function with block matrices
TN, X) =0 (1, xi, f)o | (4, x5, 1)8; + oo(t, xi, X))oy (1, xj, i(x)) € R

In the special case where H has the form (1.4), we notice that (1.5) is the Bellman equation
for the N-cooperative problem, whose convergence to the mean-field control problem has been
studied in [7], [16], and [17, 18], when o9 = 0 (no common noise), and recently in [10] in the
common noise case. We point out that these works do not consider the same master equation.
In particular their master equation is stated on [0, T] x RY x P»(R9) and is linear in d,u,
whereas we allow a non-linear dependence in this derivative. Moreover, our master equation is
in expectation form. In [18] the master equation is approached by a system of N coupled PDEs
on [0, T] x (RN, whereas we consider a single approximating PDE on [0, T] x (R9)N. For
more general Hamiltonian functions H, it has been recently proved in [14] that the sequence
of viscosity solutions (vVV)y to (1.5) converge locally uniformly to the viscosity solution v to
(1.1) when o =0, and o does not depend on space and measure arguments. For a detailed
comparison between this work and ours, we refer to Remark 2.4.

In this paper we adopt a probabilistic approach by considering a backward stochastic dif-
ferential equation (BSDE) representation for the finite-dimensional PDE (1.5) according to
the classical work [19]. The solution (YN, ZV = (Z"N);<;<y) to this BSDE is written with
an underlying forward particle system xN = (XN )i<i<n of a McKean—Vlasov SDE, and
connected to the PDE (1.5) via the Feynman—Kac formula

YN=Wi, xV), ZN =D N, xMY), 0<i<T.

By using BSDE techniques, our main contribution is to show a rate of convergence of order
1/N of |YN —w(z, i(XV))], and also of

INZEN — v, XY NEENP, i=1,...,N,

for suitable norms, and under some regularity conditions on v (see Theorems 2.1 and 2.2).
This rate of convergence on the particle approximation of v and its L-derivative is new, to the
best of our knowledge. We point out that classical BSDE arguments for proving the rate of
convergence do not apply directly due to the presence of the factor N in front of D,,»" in the
generator H, and we instead use linearization arguments and change of probability measures
to overcome these issues. Another issue is due to the fact that the BSDE dimension d x N is
exploding with the number of particles, so we have to track down the influence of the dimension
in the estimations, whereas classical BSDE works usually consider a fixed dimension d which
is incorporated into constants.

The outline of the paper is organized as follows. In Section 2 we formulate the particle
approximation of the PDE and its BSDE representation, and state the rate of convergence for
v and its L-derivative. Section 3 is devoted to the proof of these results.

2. Particle approximation of Wasserstein PDEs

The formal derivation of the finite-dimensional approximation PDE is obtained as follows.
We look at the PDE (1.1)—(1.2) for

N
) 1 J
M:pb(x):]v;axie%(ﬂ% ),
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when x = (x;);c[1,57 TuUns over (RHN . By setting 7V (z, x) = v(t, ji(x)), and assuming that v is
smooth, we have for all (i, j) € [1, N] (see Propositions 5.35 and 5.91 of [6])

1
DN (t, x) = 7 OVt (),
(2.1

- 1 _ 1 _
D, (1, x) = ~ Qe (e, A0S + ﬁa,iv(r, ()X, X))

By substituting into the PDE (1.1)—(1.2) for u = fi(x), and using (2.1), we then see that vl
satisfies the relation

N,y 1), Y, ND, 7
" + N ,;H(f’ xiy ), 7, ND )
N 1
Z tr|:(CIUT + O'()O'(;r)(tv Xi, (L(x)) <D)2c1‘7N — ﬁaiv(t’ (X)) (xi, xi))i|

i=1

+

+

= N =

Y (oot xi, @)y (1, x5, Ax)DZ )
i#j€l1.N]
1 N
+ 537 2 (o00g (1 i, ANV 40N, %)) =0 2.2)

i=1

for (¢, x=)ieniny) €10, T) x (Rd)N , together with the terminal condition W, x) =
G(fi(x)). By neglecting the terms 8iv/N2 in the above relation, we obtain the PDE (1.5) for

vV ~ 3N The purpose of this section is to rigorously justify this approximation and state a rate

of convergence for vV towards v, as well as a convergence for their gradients.

2.1. Particles BSDE approximation

Let us introduce an arbitrary measurable R-valued function b on [0, T] x R x P»(R%),
and let By denote the (RY)M-valued function defined on [0, T] x (RH)N by By(t,x)=
(b(t, xi, 1(x))icq1,ny for (¢, x = (x)icp1,ny) €10, T) % (RN . The finite-dimensional PDE (1.5)
may then be written as

"N + By(t,x) . Dy + %tr(EN(t, x)DIVY)

N
1
+5 3 Hy(t i, (o), W, NDyN) =0, on [0, T) x (R, (2.3)
i=1

W(T, x) = G(a(x)), x = (x)ie1.ng € RHY,

where Hp(t, x, (0, y, z) := H(t, x, u, y, 2) — b(t, x, 0) . z. For the purpose of error analysis, the
function b can simply be taken to be zero. The introduction of the function b is actually
motivated by numerical analysis. In fact it corresponds to the drift of training simulations for
approximating the function vV, notably by machine learning methods, and should be chosen
for suitable exploration of the state space; see the detailed discussion in our companion paper
[15]. In this paper we fix an arbitrary function b (satisfying a Lipschitz condition to be made
precise later).
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Following [19], it is well known that the semi-linear PDE (2.3) admits a probabilistic rep-
resentation in terms of forward-backward SDEs. The forward component is defined by the
process XV = (X*N);cp1.n7 valued in (RY)Y, a solution to the SDE

dXY = By(t, XN) dt + on(t, XN) AW, + ao(t, XV) dW?, (2.4)

where oy is the block diagonal matrix with block diagonals aﬁ(r, x)=o(t, x;, 1(x)), 09 =
(ao"),-e[[l,N]] is the (R*™)N_yalued function with aé(t, x) =oo(t, x;, (L(x)), for x = (X})ic[1,N7
W= (Wl, WY ), where Wi i=1,...,N, are independent n-dimensional Brownian
motions, independent of an m-dimensional Brownian motion W on a filtered probability space
(2, F,F = (Fr)o<i<r, P). Notice that Xy = UNUI;,r + aoag, and XV is the particle system of
the McKean—Vlasov SDE

dX, = b(1, X, Px,) dt + o (1, X,, P} ) AW, + o (1, Xy, P§ ) dWY, (2.5)

where W is an n-dimensional Brownian motion independent of W°. The backward component
is defined by the pair process (YN zZN = (ZiN Diell, N]]) valued in R x (R9)N, a solution to

YN =G(n(xy) Zf Hy(s, X0V, w(x), YN, NZiV) ds
— Z f ZM) o (s, X0V, @(x)) dwi,
i=1 7!

N .1
-3 [ @ ol XN ) aw? 0ses<T. 2.6)
. t

We shall assume that the measurable functions (z, x, w) — b(t, x, ), o(t, x, ;) satisfy a
Lipschitz condition in (x, u) € R¢ x P>(R%) uniformly with respect to 7 € [0, T], which ensures
the existence and uniqueness of a strong solution xV ES]%((Rd)N ) to (2.4) given an ini-
tial condition. Here SE%(Rq) is the set of [F-adapted processes (V;); valued in R? such that
E[SUPOSIST |V,|2] < 00 (|.] is the Euclidean norm on RY, and for a matrix M, we choose the

Frobenius norm |M|=+/tr(MM ")), and the Wasserstein space Pz(Rd) is endowed with the
Wasserstein distance

Wal, 1) = (inf{EIE —&'2:& ~ pu, & ~ u'})"?,
and we set

12
il = ( fR P M(dx)> for ju € Py(RY).

Assuming also that the measurable function (¢, x, u, y, 7) — Hp(t, x, 0, y, z) is Lipschitz in
v,20€eR x R4 uniformly with respect to (¢, x, u) € [0, T] X RY x Pz(Rd), and the measur-
able function G satisfies a quadratic growth condition on Pz(Rd) we have the existence and
uniqueness of a solution YV, zZN = (Z" N)le[[l N]) € 82(R) x HZ ((Rd)N) to (2.6), and the con-
nection with the PDE (2.3) (satisfied in general in the viscosity sense) via the (non-linear)
Feynman—Kac formula

YN=wW@, XYy and ZN =D WV, XV), i=1,...,N, 0<t<T, 2.7)
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where vV is smooth for the last relation. Here H]%-(IR") is the set of F-adapted processes (V;);
valued in R such that
T
EU Vi) dt:| < 00.
0
2.2. Main results

We aim to analyze the particle approximation error on the solution v to the PDE (1.1), and
its L-derivative d,,v by considering the pathwise error on v,

& = sup YN —v(, @g(XM))l,
0<t<T

and the L2-error on its L-derivative,
1 &Y T v v 172
1K N2 = NZ< /0 EINZ"Y = (e, f(X) )™ dr) :
i=1

where the initial conditions of the particle system, xiN ,i=1,...,N, are independent and
identically distributed with distribution pg.

Here it is assumed that we have the existence and uniqueness of a classical solution v to the
PDE (1.1)—(1.2). More precisely, we make the following assumption.

Assumption 2.1. (Smooth solution to the master Bellman PDE.) There exists a unique solution
v 10 10 (1.1), which lies in Cy ([0, T] x P2(R?)), that is,

o v(., € CY([0, T)) and is continuous on [0, T], forany u e Pr(RY),
o v(t,.) is fully C2 on P2(RY), for any t € [0, T] in the sense that

(. 1) € RY x Py(RY) 1> 9, v(t, )(x) € RY,
(x, 1) € R? x Po(RY) > 8,9,0(t, p)(x) € MY,
(. ¥, ) €RY x RY x Py(RY) 1> 95 v(t, pw)(x, x') € MY,

are well-defined and jointly continuous,

e there exists some constant L > 0 such that for all (1, x, v) € [0, T] x RY x P»(RY),
[0, v(, (X)) < LA+ [x] + [ l2), |Bﬁv(t, w)(x, x)| < L.

The existence of classical solutions to mean-field PDEs in Wasserstein space is a chal-
lenging problem, and beyond the scope of this paper. We refer to [3], [8], [22], and [23] for
conditions ensuring regularity results of some master PDEs. Notice also that linear quadratic
mean-field control problems have explicit smooth solutions as in Assumption 2.1; see e.g. [21].

We also make some rather standard assumptions on the coefficients of the forward—
backward SDE.
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Assumption 2.2. (Conditions on the coefficients of the forward—backward SDE and the initial
law.)

(1) The drift and volatility coefficients b, o, oy are Lipschitz: there exist positive constants
[b], [o], and [o0] such that for all t € [0, T], x, x’ € R4, w, W e Pz(Rd),

b(t, x, ) — b, x', ") < [b1(]x — X' | + Wh(u, 1)),
lo(t, x, ) — o (t, X', W)l < [o](Ix — x| + Walu, 1)),
loo(t, x, ) — oo(t, X', u))| < [o0](Ix — x| + Wh(u, 1))

(i) For all (t,x, w) € [0, T]1 x RY x Po(RY), =(t, x, u):= o0 ' (t, x, u) is invertible, and
the function o and its pseudo-inverse o := o T £~ are bounded.

(iii) We have g € 734q(Rd)f0r some q > 1, that is,

., 1/(4q)
lieollag := </ |x] quo(dx)) <00

and
T
/ Ib(t, 0, 50)[* + o (2, 0, 80)[* + |o0(t, 0, 80)|* dr < oo.
0

(iv) The driver Hy, satisfies the Lipschitz condition: there exist positive constants [Hp)1 and
[Hp1> such that for all t € [0, T], x, X € R, p, ' € Pa(RY), y,y €R, z, 7 € RY,

|Hp(t, x, 1, y, 2) — Hp(t, x, o, ¥, D) < [Hpeh (ly = Y| + 1z = Z 1),
[Hp(t, x, o, ¥, 2) — Hp(t, X', 1, y, 2)| < [Hpla(1 + |x| + X[ + el + 12" 112)
X (|x = X'| + Walu, 1')).

(v) The terminal condition satisfies the (local) Lipschitz condition: there exists some positive
constant [G] such that for all v, i’ € P»(R?)

IG(w) — GO < [GIlll2 + 1 IDWa (e, 1)

In order to have a convergence result for the first-order Lions derivative, we have to make a
stronger assumption.

Assumption 2.3.
(1) The function Hy is in the form
Hyp(t, x, b, y, 2) =Hi(t, x, u, y) + Ha(t, i, y) - 2,

where Hy : [0, T] x RY x ”Pz(Rd) x R+ R verifies forallt € [0, T], x, x' € RY, w, 1w e
Pr(RY), y,y €R, 7,7 € RY,

|H\(t, x, w, y) — Hi(t, x, w, Y)I < [Hilily = 'l
|Hi(t, x, o, y) — Hi(t, X', i1, )| < [Hi (1 + x| + X + el + e 112)
x (Jx = x|+ Wa(u, u'),
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and Hy : [0, T] x R? x Po(R?Y) x R R? is bounded and verifies for all t € [0, T,
x, X €RY p, 1 € Pr(RY), y,y €R, z,7 € RY,
|Ha(t, x, i, y) — Ho(t, x, 0, Y)| < [Halily — 'l
|Ho(t, x, p, y) — Ha(t, ¥/, ', )| < [Halo(1 + |x 4+ X[+ llwll2 + 1 l12)
X (Ix = x|+ Wau, u).

(i) We assume oy is uniformly elliptic and does not depend on x, namely there exists co > 0
such that forallt € [0, T], u € Pr(RY), ze RY,

2 oo(t, woy (t, Wz = colzl®.
(iii) There exists some constant L > 0 such that for all (t, x, n) € [0, T] x RY x Pz(Rd)
[0,v(f, )X)| < L.

Remark 2.1. The Lipschitz condition on b, ¢ in Assumption 2.2(i) implies that the functions
x € RHN — By(t, x), resp. on(t, x) and o o(t, x), defined in (2.4), are Lipschitz (with Lipschitz
constant 2[b], resp. 2[o] and 2[op]). Indeed, we have
N
By (2, x) = By (t, X)* = |b(t, xi, fix)) — b(t, x;, 1(x)|?

i=1

N
<20b1 Y (I — x> + Walia(x), i(x)*)
i=1

N
1
< 2[b]2<|x —xP Yk —x’|2)

i=1
=4[ |x — X1,

for x = (x;)ie[1,n7, and similarly for on and 6. This yields the existence and uniqueness of
a solution XV = (X*N )ie[1,n] to (2.4) given initial conditions. Moreover, under Assumption
2.2(iii), we have the standard estimate

IE|: sup |X§V|4'1] 5C(1+||M0||jg) <oo, i=1,...,N, (2.8)

0<t<T

for some constant C (possibly depending on N). The Lipschitz condition on Hj, with respect to
(v, ) in Assumption 2.2(iv), and the quadratic growth condition on G from Assumption 2.2(v),
gives the existence and uniqueness of a solution

(YN, ZN = (Z")ieni vp) € SEHR) x HEA((RDY)

to (2.6). Moreover, by Assumption 2.2(iv, v), we see that

N N
1 _ 1 )
[_V ;Hb(t, Xis /"L(x)v Y, Zi) - N i_gl Hb(t, x;’ M/(x/), y, Zi)
1Y 1 |
<[Hph— E <1+|x-|+|x/.|+_ (|x|+|x/|))(|x'—x/~|+—|x—x/|)
NS l " WN LT UN

<A4[Hp(1 + |x| + [x"Dlx — x|,
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and also
- . [G] / /
|G((x)) — G(x))] < W(le + ' Dlx —x7,

for all x, X' € RY, x = (x))ieq1.n7> X' = (Wieping € RN, which yields by standard stability
results for BSDE (see e.g. Theorems 4.2.1 and 5.2.1 of [24]) that the function vV in (2.7)
inherits the local Lipschitz condition

W, x) = VN (e, ) < CA + x| + |x'DIx — x| for all x, x’ € (RE)N,
for some constant C (possibly depending on N). This implies
ZN <c(14+1XY)), 0<t<T,i=1,...,N (2.9)

(this is clear when vV is smooth, and is otherwise obtained by a mollifying argument as in
Theorem 5.2.2 of [24]).

Remark 2.2. Assumption 2.1 is verified in the case of linear quadratic control problems for
which explicit smooth solutions are found in [20] and [21], respectively, with and without
common noise. These papers prove that the second-order Lions derivative 83 is a continuous
function of time which does not depend on the u, x arguments and hence is bounded, whereas
0, is affine in both the state and the first moment of the measure and thus satisfies linear
growth. Notice that, in general, Assumptions 2.2 and 2.3 are not satisfied due to the quadratic
nature of Hj, in the z. However, in the uncontrolled case,

T
v(t, ) =Ky [/ (X, A0X; + E[X,]T BOE[X,] + C()X, + D(OE[X,]) dt
t

+ X7 EX7 + E[X7]" FE[X7] + GX1 + HE[X7] ]
dX; = (bo(t) + b1 (1)X; + ba(DE[X,]) dt + o (£) AW,
we see that v is a solution to the linear PDE
dv + /R , [xTAMx + 2B + C(H)x + DO
+ (bo(1) + b1 ()x + ba(1) )0, v(t, 11)(x)
- %tr((wﬁ(t)axaﬂv(t, W) udn) =0, (1, 1) €[0, T) x Po(RY),
WT, w)=E Var(u) + it (E+ F)it +(G+H)it, nePaRY,

where
i= / xu(dy),  Var(u) = f 2 p(dx) — 1%,
R4 R4

In that case both Assumptions 2.1 and 2.2 are satisfied.

Theorem 2.1. Under Assumptions 2.1 and 2.2, we have P-almost surely
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where T

Cy =5 ™M TLo |3,
with ||o|leo = SUP(¢,x, 1)e[0, T]x R4 x P, (R4) lo(, x, Wl
Theorem 2.2. Under Assumptions 2.1, 2.2, and 2.3, we have

C

lét], = oy

where

o 2.
C. = ||U+||oo\/2T([H1]l +[H11L)C3 4 Gy Tlo 13,L + 5C§TIIH2II§O

and

T
Cy= 5 e([H1]1+[H2]1L)TL||G ”go

Remark 2.3. Let us consider the global weak errors on v and its L-derivative d,,v along the
limiting McKean—Vlasov SDE, and defined by

Ey:= sup [E[Y)]—E[v(t,P})]

0<t<T
11\/ i(/OT‘]E[NZ,"‘N] - E[aﬂv(z, ng)(x{)])z dt)l/z,
i=1

where X' has the same law as X, and with McKean—Vlasov dynamics as in (2.5) but driven by
W' i=1,...,N. Then they can be decomposed as

’

E

Ey <E[&N)+EY.  Ey<|&%|, +EX.
where E]y\,, INZIZ\, are the (weak) propagation of chaos errors defined by
EY:

OsupT\JE[v(t, AN - E[v(. PY)]
<t<

- 1Y T N o2\ /2
By= 1 ([ [Blourte s ()]~ Elaoc B o)
i=1

’

From the conditional propagation of chaos result, which states that for any fixed k > 1 the law
of (X;’N);SB’;}] converges toward the conditional law of (Xf)i% ;f]]l as N goes to infinity, we
deduce that E3;, E%, — 0. Furthermore, under additional assumptions on v, we can obtain a rate
of convergence. Namely, if v(z, .) is Lipschitz uniformly in 7 € [0, T'], with Lipschitz constant

[v], we have
B, <1 sup (E[W:(ax)), PY)°])'"?

0<t<T

_o <N71/max<d,4) 1 +1n(N)1d=4)’

hence B}, = (N~ /T Ta(N) 14 ), 2.10)
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where we use the rate of convergence of empirical measures in Wasserstein distance stated in
[12] (see also Theorem 2.12 of [7]), and since we have the standard estimate

4
E[ sup |Xt|4q] < C(+ llmolly)
0<t<T
by Assumption 2.2(iii). The rate of convergence in (2.10) is consistent with the one found in
Theorem 6.17 of [7] for the mean-field control problem. Furthermore, if the function 9, v(z, .)(.)
is Lipschitz in (x, n) uniformly in ¢, then by the rate of convergence in Theorem 2.12 of [7],
we have
Efy = O(N~V/m (] 4 1n(N)14-4)),
hence Ef = O(N~ /™91 4 In(N)14-4)).
Remark 2.4. (Comparison with [14].) In the related paper [14], Gangbo et al. consider a pure
common noise case, i.e. 0 = 0, and restrict themselves to og(?, x;, t(x)) = k 1y for k € R. If we

consider these assumptions in our smooth setting, we directly see that AY, ;V =0 and AZ?’ =0
P-a.s. Indeed, by (2.6) and (3.2) we notice that (Y™, Z) and
(?,N = v(t, LXY)), {Zf’N = lan(z, A& XY, i=1, ..., N})

N
solve the same BSDE, so by existence and pathwise uniqueness for Lipschitz BSDEs the result
follows. Moreover, Gangbo et al. [14] do not allow H to depend on y. Our approach allows their
findings to be extended to the case of idiosyncratic noises, and in contrast to them we are able
to choose a state-dependent volatility coefficient. Moreover, we provide a convergence rate
for the solution. However, we have to assume existence of a smooth solution for the master
equation, which is a restrictive assumption.

3. Proof of main results

3.1. Proof of Theorem 2.1

Step 1. Under the smoothness condition on v in Assumption 2.1, one can apply the standard
1t6’s formula in (Rd)N to the process M, Xﬁv ) =w(t, [L(Xﬁv )), and get

T
N, XNy =T, X% —/ 3N (s, XV ds

t

T
1
—f By(s, X?).vaN(s,ng)+itr(zN(s, XNDIN (s, X)) ds
t

N T
-2 / (D" (s, X)) "o (5, XIN, (X)) dWi
i=1 7!

N T
—Z / (Dy, 7" (s, X?))Tao(s,xgw, AXY)) dw?, (3.1
i=1 7!

Now, by setting (recall (2.1)),
PV = v(r, pxY)) =9, XV,

1 .
ZN .= ~ (. AXNXNy =D (@, XY), i=1,...,N, 0<1<T,
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and using the relation (2.2) satisfied by 7" in (3.1), we have forall 0 <7 <T

7V = G(axy) Z/ Hp(s, X2, x), ¥V, NZEV) ds
1 - ! i,N -, vN 2 - vN i,N i,N
— o7 2 /, (= (s, X0V, @XY))a2v(s, axM)) (xiV, xiV)) ds

N
P> f (Z™) o (s, X", ) dW;
i=1 "1
N T . .
-3 / (Z;’N)Too(s,xg’v, AXY)) aw?. (3.2)
. Jt

Step 2: Linearization. We set
AYN =N VN, AZN = NEZN -ZY), i=1,...,N, 0<1<T,

so that by (2.6)—(3.2),

" Hy(s, X;N, ), VY NZEY) — Hp(s, XV, RXD), VY NZ)

N
AY! Z / .
1 ' - |
o0 Z/ tr(Z (s, X0V, @) 5 v(s, pXN) (XN, XEV)) ds
i=1 41
1 N T AT AV '
e /t (AZZ7) o (s, X5, B(XT)) WS
=1
IS A .
-5 > f (AZEN) oo (s, XEV, pXN)) aw?, 0<r<T. (3.3)
— t

We now use the linearization method for BSDEs and rewrite the above equation as

1 . ) .
N z;/t (AZ;)N)TO‘O(S, XN ,u(X’SV)) dw?
1=

N T
1 : _ N
+—2N2§ / (S (s, XN, @) agv(s, ;&) (xXPN, xiN)) ds, (3.4)
i=1 1
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with
L Hy s, XY, K, 1 NZEN) — Hiys, X0, ), T, NZEN)
%ZZ NAYN L ayy 20,
” ' ‘ L "y (3.5)
_ Ho(s, XV, p X, VY NZEN) — Hy (s, Xp, g, VY NZY)
IB; - i,N AZ;’ ]lAZi’NyéO
|AZS’ |2 S
fori=1, ..., N, and we notice by Assumption 2.2(iv) that the processes & and ' are bounded

by [Hp]1. Under Assumption 2.2(ii), let us define the bounded processes
M=ot (s, XPN, AL, s€l0,T) i=1,...,N,

and introduce the change of probability measure P* with Radon—Nikodym density

dp* N N T , N 1 (T . 5
ﬁst:: exXp ZA )\.;dW;—ZE\/O |)\,§| ds 5
i=1 i=1

so that by Girsanov’s theorem, W/ = W' — fot Alds,i=1,...,N, and W° are independent
Brownian motion under P*. By applying It6’s lemma to /0 % % A YN under P*, we then obtain

N T . . ‘ '
Ay = —211,2 > /t el (3 (s, X0V, mXY))02v(s, AXY)) (XEV, XEV)) ds
i=1
N T s . . ~
- ]lv > f efi @ di(AZIN) T (s, XEN, A(xY)) div
i=1 71

N T
1 s . 4
-5 § / i au d”(AZ;’N)Tao(s, XN axM)dw?, 0<r<T.  (3.6)
i=1 !

Step 3. Let us check that the stochastic integrals in (3.6), namely
/ ZiN 4 and / Z00N g0,
are ‘true’ martingales under P*, where
Zé’N = elo o d”aT(s, Xé’N, /E(XZSV)) AZ;"N,
Z00N = elo cudug T (s XEN A(XN)AZEN, i=1,...,N, 0<s<T.

Indeed, for fixed i € [1, N], recalling that « is bounded, and by the linear growth condition
of o9 from Assumption 2.2(i), we have

s r ... A r . _
E” [ /O |Z§’*”N|2ds}sa@“” [ /0 (Ioo(s, 0, 80)1* + XN 12 + [ (xH113)
x (INZEN P + 10,00, i )NXEN)?) ds

T
SCE[S% / N*(Joo(s, 0, 80)[* + X |*) ds},
0
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where we use Bayes’ formula, the estimation (2.9), the growth condition on 9d,v(.)(.) in
Assumption 2.1, and noting that [X:V| < XY, [|R(X))II3 = |XY|?/N. By Holder’s inequality
with g as in Assumption 2.2(iii), and 1/p 4+ 1/g = 1, the above inequality yields

; T - »
P |:/0 |Z?J,N|2 ds] < CNZ(]EU’S%V’])I/P(]E[/O (|cro(s, 0. 50)|4q n |X§V|4q) ds:|) ’

which is finite by (2.8), and since A is bounded. This shows the square-integrable martingale
property of [ Z?”’N . dW? under P*. By the same arguments, we get the square-integrable
martingale property of [ Z:N . dW! under P*.

Step 4: Estimation of 8},. By taking the P* conditional expectation in (3.6), we obtain

N R T .f audu . , .
AYY =>"E¥ [ /t © I2N2 tr(Z (s, XPN, a&)))5v(s, n&XY)) (0N, X2N)) ds
i=1

)

for all € [0, T]. Under the boundedness condition on ¥ =co ! in Assumption 2.2(ii), and on
aﬁv in Assumption 2.1, it follows immediately that

C,
Sx,z sup |AY?’|§—} a.s.,
0<t<T N

where

T
Cy= 3 el T |52,

with

lolleo = sup lo(t, x, W)
(t,%,10)€[0, TTxRI x P (RY)

3.2. Proof of Theorem 2.2

From (3.5), and under Assumption 2.3(i, iii), we see that

, i Hy (5, XV, ), ¥Y, NZN) — Hy (s, X, a0, v, NZEY)
= N
s L NAYN AYN#£0
N Hi (s XEN, p(x ), vV — Hy (s, BV, p(x), ) "
- ]T] 2]: AYéV AYN#0
=
N =cyNy yN =cyNy §N
1 i N HZ(Ss M(X )7 Y ) - HQ.(Ss /’L(X )7 Y )
+v ZNz;» . s s ATT >0 L AN o (3.7)

is bounded by [H1]{ + [H2]1L, recalling

NZN = 9,v(s, (X)) (XE").

https://doi.org/10.1017/jpr.2021.102 Published online by Cambridge University Press


https://doi.org/10.1017/jpr.2021.102

1006 M. GERMAIN ET AL

As a consequence, the proof of Theorem 2.1 still applies. Then by (3.3)

T N T
1 .
/ oA as+ LS j/ Hy(s, a&XN), YY) . AZIN ds
t ‘ N i=1"! k ‘ ‘

1 N

T T
-5 ( / (Az;'»N)Ta(s,X;'»N, AXY)) dW! + / (AZEN) T (s, ;E(X’SV))dWE)
t t

N 1
1 ' | |
+ N2 Z/t tr(B(s, X", ll(Xiv))aiv(S, [L(Xiv)) (X;’N, X;,N)) ds

By applying 1t6’s formula to |AYN | in (3.4) under P,
1 g >
AYGT + =5 /O Z\UT(s, XpN, px)) Az ds

1 T
+_
=

T T
2 ‘
=2f ag|AYN P ds + — § / AYNH (s, p(XY), YN) . AZEN ds
0 NZ

ds

N
ag (s, AXY)) ZAZJN
/:1

N T
2 : A _
5 X [ YAz T s XY, ) aw,
2 X T -
-5 /0 AYN(AZEN) oo (s, @(XY)) dW?
i=1

N T
1 — _ . .
+7 2 /0 A (D (s X5, AA) v (s, RGN, X5)) ds,
so by taking expectation under P, and using the Cauchy—Schwarz inequality in RY,

T

N
ag (s, AXY)) ZAZJN

1 Ty
mfo ZE[IG (s. X3V, D) AZN| +
i=1

j=1

T N AZ i

<E 2/ |as||AY§V|2ds+2/ AYNH, (s, p(XY), YVY . Z NS
0 i=1

LAY
+ ]% > /0 EIAYYr(Z (s, X2V, pX))d5v(s, mX)) (XEN, X2N)) [ ds,
i=1
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AZIN d
N

T T N
<E 2/ |as||AY§’|2ds+2/ |AYNHo (s, (X)), YY) Z
0 0

i=1

N T
%Z /0 EIAYYwr(Z (s, X2V, pX))a5v(s, mX)) (XEN, X2N)) | ds,
i=1

T
] o
<E 19/0 |AYNH, (s, @xY), YV)|? ds+ -3 / ZAZ!N ds |+ 5

by Young’s inequality for any @ > 0, boundedness of « (see (3.7)), Z, 851/ and Theorem 2.1,
where

. - _ T
C.=2T([H\)i + [Hah L)C; + Gy Tlo||3,L  and Cy=5e“””l“”zhL)TL||a||§o

Thus, by Assumption 2.3(ii), and by choosing ¢ =2/cy, it follows from the boundedness of
H; and Theorem 2.1 that

C +(2/c )C2T||H 12,
Z/ S XZN, /.L(XN))AZZN| 2z /ON 2 ,

which ends the proof by recalling that ||o V||« < 400, using the Cauchy—Schwarz inequality
in RY, in the form

1 1<
NZ\/VH < N;'a”’
and Jensen’s inequality, in the form E[/|X]|] < E[|X]].
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