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Abstract

In [17], the author proved the existence and the uniqueness of solutions to Markovian
superquadratic BSDEs with an unbounded terminal condition when the generator
and the terminal condition are locally Lipschitz. In this paper, we prove that the
existence result remains true for these BSDEs when the regularity assumptions on
the terminal condition is weakened.
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1 Introduction

Since the early nineties and the work of Pardoux and Peng [15], there has been
an increasing interest for backward stochastic differential equations (BSDEs for short)
because of the wide range of applications. A particular class of BSDE is studied since
few years: BSDEs with generators of quadratic growth with respect to the variable z
(quadratic BSDEs for short). See e.g. [12, 2, 6] for existence and uniqueness results
and [19, 11, 13] for applications.

Naturally, we could also wonder what happens when the generator has a superqua-
dratic growth with respect to the variable z. Up to our knowledge the case of super-
quadratic BSDEs was firstly investigated in the recent paper [5]. In this article, the
authors consider superquadratic BSDEs when the terminal condition is bounded and
the generator is convex in z. Firstly, they show that in a general way the problem is
ill-posed: given a superquadratic generator, there exists a bounded terminal condition
such that the associated BSDE does not admit any bounded solution and, on the other
hand, if the BSDE admits a bounded solution, there exist infinitely many bounded solu-
tions for this BSDE. In the same paper, the authors also show that the problem becomes
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Existence of solutions to superquadratic BSDEs

well-posed in a Markovian framework: when the terminal condition and the generator
are deterministic functions of a forward SDE, we have an existence result. More pre-
cisely, let us consider (X, Y, Z) the solution to the (decoupled) forward backward system

¢ ¢
X, = x+/ b(s,Xs)ds+/ o(s)dWs,
0 0

T T
Yo = g0+ [ XY zds— [ Zaw,
t t
with growth assumptions

[f(t z,y,2)| COL A+ [2[™ + |yl + |z]

< l+1) l
lg(x)] < OO+ [z[).

> 1,

In [5], the authors obtain an existence result by assuming that p, = py = 0, f is a
convex function that depends only on z and g is a lower (or upper) semi-continuous
function. As in the quadratic case it is possible to show that the boundedness of the
terminal condition is a too strong assumption: in [17], the author shows an existence
and uniqueness result by assuming that p, < 1+ 1/, py < 14 1/I, f and g are locally
Lipschitz functions with respect to x and z. When we consider this result, two questions
arise:

* Could we have an existence result when p, or py is greater than 1+ 1/1 ?

e Could we have an existence result when f or g is less smooth with respect to = or
z, that is to say, is it possible to have assumptions on the growth of g and f but not
on the growth of their derivatives with respect to z and z ?

For the first question, the answer is clearly “no” in the quadratic case: see e.g. [6]. In
the superquadratic case, the authors of [10] have obtained the same limitation on the
growth of the initial condition for the so-called generalized deterministic KPZ equation
Ut = Ugs + A |ug|? and they show that this boundary is sharp for power-type initial condi-
tions. So, it seems that the answer of the first question is also “no” in the superquadratic
case.

For the second question, the answer is clearly “yes” in the quadratic case. Indeed,
a smoothness assumption on f is required for uniqueness results (see e.g. [3, 6]) but
not for existence results (see e.g. [3, 1]). In the superquadratic case, the authors of
[5] show an existence result when ¢ is only lower (or upper) semi-continuous but also
bounded. Nevertheless f(z) is assumed to be convex, that implies that it is a locally
Lipschitz function. The aim of this note is to mix results of articles [5, 17] to obtain an
existence result when the terminal condition is only lower (or upper) semi-continuous
and unbounded. Let us remark that we answer only partially to the second question
because we do not relax smoothness assumptions on f.

For completeness, in the paper [4], Cheridito and Stadje show an existence and
uniqueness result for superquadratic BSDEs in a Lipschitz or bounded “path-dependent”
framework: the terminal condition and the generator are Lipschitz or bounded func-
tions of Brownian motion paths. To the best of our knowledge, [5, 17, 4] are the only
papers that deal with superquadratic BSDEs.

The paper is organized as follows. In section 2 we obtain some general a priori es-
timates on Y and Z for Markovian superquadratic BSDEs whereas section 3 is devoted
to the existence result described before.

Notations Throughout this paper, (W;);>¢ will denote a d-dimensional Brownian mo-
tion, defined on a probability space (2, F,P). For ¢ > 0, let F; denote the o-algebra
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o(Ws;0 < s < t), augmented with the P-null sets of . The Euclidean norm on R? will
be denoted by |.|. The operator norm induced by |.| on the space of linear operators is
also denoted by |.|. The notation [E; stands for the conditional expectation given F;. For
p =2, m € N, we denote further

+ SP the space of real-valued, adapted and cadlag processes (Y;);c[o,r] normed by
1Yl s» = El(supiepo,ry [Ye))PI/7;

* MP(R™), or MP, the space of all progressively measurable processes (Z;):c[o,1]
with values in R™ normed by ||Z]| ,,, = ]E[(fOT | Z,|? ds)P/2)1/P,

In the following, we keep the same notation C for all finite, nonnegative constants that
appear in our computations.
In this paper we consider X the solution to the SDE

¢ ¢
Xt::c—i—/ b(s,Xs)ds—i—/ o(s)dWs, (1.1)
0 0

and (Y, Z) € 8? x M? the solution to the Markovian BSDE

T T
Y, =g<XT>+/ f(s,Xs,Ys,Zs)ds—/ Z,dW,. (1.2)
t t

By a solution to the BSDE (1.2) we mean a pair (Y, Zt)te[O,T] of predictable processes
with values in R x R'**¢ such that P-a.s., t — Y; is continuous, t — Z; belongs to
L3([0,T)), t — f(t, X, Y:, Z;) belongs to L'([0,T]) and P — a.s. the equation (1.2) is
verified.

2 Some a priori estimates on Y and 7
For the SDE (1.1) we use standard assumption.

Assumption (F.1). Let b : [0,7] x R? - R? and ¢ : [0,7] — R%¢ be continuous
functions and let us assume that there exists K; > 0 such that:

(a) Vt € [0,T), |b(t,0)| < C,

() Vvt €[0,T], V(z,2") € R x RY,

b(t,x) — b(t,a")| < Kp | — 2] .
Let us now consider the following assumptions on the generator and on the terminal

condition of the BSDE (1.2).

Assumption (B.1). Let f:[0,7] x R x R x R'*? — R be a continuous function and
let us assume that there exist five constants, I > 1, 0 < ry < % 820, v>0andd >0
such that:

(a) for each (t,,y,v',2) € [0,T] x R x R x R x R'*4,
|f(t,z,y,2) = f(t, 2,0, 2) <O ly —y'l;
(b) for each (t,z,y,2,2') € [0,T] x RY x R x R'*4 x R'*4,
[t a,y,2) = ftay ) < (C+ Ul +121)) 2 = 2/
(c) for each (t,z,2',y,2) € [0,7] x R x R x R x R**4,
.002) = f(0a' )] < (4 G (el 41217 ) o = ],
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Assumption (TC.1). Let g:R? — R be a continuous function and let us assume that
there exist 0 < ry < } and a > 0 such that: for each (¢,z,2’,y,2) € [0,T] x R x R* x
R x ]Rlxdl

l9(@) = g(a") < (€ + S (Il +1a/")) | — ']

We also use more general growth assumptions that are more natural for existence
results.

Assumptions (B.2). Let f: [0, T]xRIxRxR>*4 — R be a continuous function and let
us assume that there exist constants, [ > 1,0 < ry < % 620,520,200 n<I+1,
€ > 0 such that: one of these inequalities holds, for all (¢, z,y,2) € [0,7] x R? x R x R!*4,

@) |f(t,2,y,2)] < C+ Bla " + 5|yl + 712,
(b) —C = Bla["™ =3yl = 72" < f(t,2,,2) < C+Blaf " + 6|yl + 712,
(© —C = Bla"* =5yl +e o <ty 2) <O+ Bl 5|yl + 712
Assumption (TC.2). Letg: R% — R be a lower semi-continuous function and let us
assume that there exist 0 < p, < 1+ 1/l and & > 0 such that: for each z € R,

lg(z)] < C'+alzf™.

Remark 2.1. The following relations hold true:

(B.2)(c) = (B.2)(b) = (B.2)(a).
(B.1) = (B.2)(a).
(TC.1) = (TC.2) withpy =74 + 1.

e We only consider superquadratic BSDEs, sol > 1. | = 1 corresponds to the
quadratic case.

Firstly, let us recall the existence and uniqueness result shown in [17].

Proposition 2.2. We assume that (F.1), (B.1) and (TC.1) hold. There exists a solution
(Y, Z) of the Markovian BSDE (1.2) in 8? x M? such that,

|Z] < A+ B(I X" + (T —t)|X,]""), Vtelo,T]. (2.1)
Moreover; this solution is unique amongst solutions (Y, Z) such that
e Yes?

e there exists n > 0 such that

2
E |eGrm i Jo'1Z:ds | o 4 oo

Remark 2.3. To be precise, in the Proposition 2.2 of the article [17] the author shows
the estimate
|Z| < A+ B|X,["*V™, Vtel0,T),

but it is rather easy to do the proof again to show the estimate (2.1) given in Proposition
2.2.

Such a result allows us to obtain a comparison result.
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Proposition 2.4. We assume that (F.1) holds. Let f1, fo two generators and g1, g two
terminal conditions such that (B.1) and (TC.1) hold. Let (Y',Z') and (Y2, Z?) be the
associated solutions given by Proposition 2.2. We assume that g < ¢go and f; < f.
Then we have that Y' < Y? almost surely.

Proof of Proposition 2.4. The proof is the same than the classical one that can be found
in [7] for example. Let us set §Y :=Y! — Y2 and §Z := Z' — Z2. The usual linearization
trick gives us

T T
5}/1‘ = gl(XT)ng(XT)+\/ f1(57X87Y917 Z{})ifQ(SaXS?}/sla Z91)+6Y€UG+5ZS‘V9d57/ 5ZSdW€7
t t
with |Us| < § and
|VS‘ <C+%<|Zi|l+‘23|l) <0(1+|X5|(Tgvrf)l).

Since (ry V r¢)l < 1, Novikov’s condition is fulfilled and we are allowed to apply Gir-
sanov’s transformation:

T
T s
5}/t = E? ejt Uudu(gl(XT) - 92(XT)) +/ eft Uudu(fl(SaXS7Ysla Zal) - fQ(SanY;la Zsl))ds
t

< 0

with

dQ T 1T,
dIP_eXp</O VSdWS—§/0 [V5|"ds | .

Now we are ready to prove estimates on Y and Z.

Proposition 2.5. Let us assume that (F.1), (B.1), (B.2), (TC.1) and (TC.2) hold. Let
(Y, Z) be the solution of the BSDE (1.2) given by Proposition 2.2. Then we have, for all
te0,T],

Vil S COL+ Xl + (T =) | X7 )

with a constant C' that depends on constants that appear in assumptions (F.1), (B.2) and
(TC.2) but not in assumptions (B.1) and (TC.1).

Proof of Proposition 2.5. Let us consider the terminal condition
9(z) = C+a(|z[ + 1),

and the generator

Ft,z,y,2) = C+ Bla ' + 5[yl +7]2",

with C such that g < gand f < f. (B.1) holds for f and (TC.1) holds for g, so, according
to Proposition 2.2, there exists a unique solution (Y, Z) to the BSDE

T T
¥, — g(X1) + / Fls, X, Vo, Z0)ds — / Z.dW,.
t t
Thanks to Proposition 2.4, we know that

Y <Y, and Y >0.
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Moreover, since |Z,| < C(1 + |1 X,| o=V, (p, — 1)1 < 1 and 74l < 1, we have

Y, < I

) T _ _ _
e&(Tft)(C + a(|Xy| + 1)P9) _|_/ 65(54)(0 + 8 |X3|Tf+1 + 5 |Zs|l+1)d$]

t

< C (1+Et [ sup |Xs|pg} + (T —t)E; { sup |X3|Tf+1}>.

t<s<T t<s<T

Let us remark that the constant C in the a priori estimate for Z depends on constants
that appear in assumptions (F.1), (B.2) and (TC.2) but not in assumptions (B.1) and
(TC.1). Thanks to classical estimates on SDEs we have, forall p > 1,

]Et |: sup |Xg|p:| é C(l + |Xt‘p),

t<s<T

SO we obtain
Y <Y, SO+ | Xe|P + (T —t) | X)),

By the same type of argument we easily show that
—C(+ X[ + (T =) [ X" 1) < Vs,
and this concludes the proof. O

Proposition 2.6. Let us assume that (F.1), (B.1), (B.2)(c), (TC.1) and (TC.2) hold. Let
(Y, Z) be the solution of the BSDE (1.2) given by Proposition 2.2. Then, for all t € [0,T],

we have
T
/ |Z|"T ds
t

with a constant C' that depends on constants that appear in assumptions (F.1), (B.2)(c)
and (TC.2) but not in assumptions (B.1) and (TC.1).

E, SO+ [Xe|Pe 4+ (T —t) | X,

Proof of Proposition 2.6. To show the proposition we just have to write

E, /tT|Zs|l+1ds] < 2 (Et /tTf(s,Xs,Ys,Zs)ds+/tT (C+BIx.7 451 ) ds )
1 r . .
< 2 (Et Yy —g(XT)+/t C+B|Xsl”+1+5ledSD
< COAF (T =0 1X" ™+ |Xef™)
thanks to Proposition 2.5. O

Remark 2.7. Proposition 2.6 stays true if we replace assumption (B.2)(c) by
—C =Bl =8yl =71 < ft2,y,2) O+ BlalT + 8yl — e |2

Remark 2.8. In Propositions 2.5 and 2.6 we insist on the fact that C does not depend
on constants that appear in assumptions (B.1) and (TC.1) when the local Lipschitzianity
of the coefficients is stated. Thanks to this property, we can use these a priori estimates
on Y and Z in the following section where we obtain an existence result when the
terminal condition is not locally Lipschitz.

3 An existence result

Let us now introduce new assumptions.
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Assumption (F.2). b is differentiable with respect to x and o is differentiable with
respect to t. There exists A € R* such that vV € R¢

tno(s)[fo(s) ' Vb(s,z) — to'(s)]n’ < A|'no(s) 2 Y(s,z) € [0,T] x R%

Remark 3.1. It is shown in part 5.5.1 of [18] that if ¢ does not depend on time, as-
sumption (F.2) is equivalent to this kind of commutativity assumption:

e there exist A : [0, T]xR% — R%*? and B : [0, T] — R such that A is differentiable
with respect to z, V. A is bounded and Vx € RY, Vs € [0,T), b(s,r)o = 0 A(s,z) +
B(s).

It is also noticed in [18] that this assumption allows us to reduce assumption on the

regularity of b by a standard smooth approximation of A.

Assumption (B.3). f is differentiable with respect to z and for all (¢, z,y, z) € [0,T] x
R% x R x R1*¢9,
f(t,.’t,y,Z) - <vzf(tvx7ya Z)7 Z> < C—e |Z|l+1 .

Remark 3.2. Let us give some substantial examples of functions such that (B.3) holds.
If we assume that f(t,z,y, z) := fi1(t,z,y, 2)+ f2(t, x,y, z) with f, a differentiable function
with respect to z such that, 3p € [0,1[, V(t,z,y,z) € [0,T] x R% x R x R'*4,

VoAt z,y,2)] < (14|27,

and f5 is a twice differentiable function with respect to z such that, ¥(t, z,y, z) € [0,T] x
R? x R x R'¥4, Vu € R,

uV, folt, g, 2)u > (=C +e |2 7 ul?,
then we easily see that
filt,z,y,2) — (V. fi(t,x,y,2),2) < C+C \Z|p+1 ,
and a direct application of Taylor expansion with integral form gives us
Folt.z,y,2) = (Vafalt,@,y,2),2) < C = C' |2,

so (B.3) holds. For example, (B.3) holds for the function z — C |z|'™" + h(|z["™' ") with
C >0,0<n<I1+1 andh a differentiable function with a bounded derivative.

Proposition 3.3. Let us assume that (F.1), (F.2), (B.1), (B.3), (TC.1) and (TC.2) hold.
Let (Y, Z) be the solution of the BSDE (1.2) given by Proposition 2.2. If we assume that
0 < pgl < 1, then we have, forallt € [0,T,

C(1 + | X, [Po/ D) rpt

|Z:] < (T — 1)\ /0+D +C X, .

The constant C' depends on constants that appear in assumptions (F.1), (E2), (B.1), (B.3)
and (TC.2) but not in assumption (TC.1).

Proof of Proposition 3.3. Firstly we approximate our Markovian BSDE by another one.
Let (YM, ZM) the solution of the BSDE

T T
yM =gM<XT>+/ fM(s,Xs,nM,Z%ds—/ ZMaw,, 3.1)
t t
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with gy = go py and far = f(., pa(.),.,.) where pys is a smooth modification of the
projection on the centered Euclidean ball of radius M such that |py| < M, |Vpou| < 1
and pp(x) = = when |z| < M — 1. It is now easy to see that gy; and f; are Lipschitz
functions with respect to z. Proposition 2.3 in [17] gives us that ZM is bounded by a
constant Cy that depends on M. So, f)s is a Lipschitz function with respect to z and
BSDE (3.1) is a classical Lipschitz BSDE. Now we use the following Lemma that will be
shown afterwards.

Lemma 3.4. Let us assume that (E1), (E2), (B.1), (B.3), (TC.1) and (TC.2) hold. We
also assume that 0 < p,l < 1. Then we have, for allt € [0,T7,

A, + B, ‘Xt|p“’/(l+1) e
(T — t)1/0+D) + Dy [ X 7T

12| <

with (A, By, D) nen defined by recursion: By = 0, Dy = 0, Ag = CoT/(+1),
Apy1 =C(A+ A% + B 4 DYP) B,y =C, Dpy1=0C,

where a := (py V (ry+1))/(l+1),p>1,p>1 and C is a constant that does not depend
on M and constants in assumption (TC.1).

Since al < 1, the recursion function that define the sequence (A,),>0 is a contrac-
tor function, so 4, — A, when n — +oco, with A, that does not depend on M and
constants in assumption (TC.1). Finally, we have, for all ¢t € [0, T7,

COA XYy e
(T—t)l/(l‘H) + C| Xy .

2] <

The constant C depends on constants that appear in assumptions (F.1), (F.2), (B.1), (B.3)
and (TC.2) but not in assumption (TC.1). Moreover C' does not depends on M. Now,
we want to come back to the initial BSDE (1.2). It is already shown in the proof of
Proposition 2.2 of the article [17] that (Y™, Z") — (Y, Z) in 82 x M?2. So our estimate
on ZM stays true for a version of Z. O

Proof of Lemma 3.4. Let us prove the result by recursion. For n = 0 we have already
shown the result. Let us assume that the result is true for some n € IN and let us show
that it stays true for n+ 1. In a first time we suppose that f and ¢ are differentiable with
respect to z and y. Then (Y, ZM) is differentiable with respect to x and (VY™ v ZM)
is the solution of the BSDE

T T
VYM = Vgu(Xr)VXr - / VZM AW, + / Vafu(s, Xo, YN, Z}1)V X ds
t t
T
+/ Vofu(s, X, YM ZVYM £V, far(s, X, YM, ZMYV ZM ds,
t

and a version of ZM is given by (VY (VX;)"'o(t))ejo,r)- Let us introduce some nota-
tions: we set

AW, = dW; — V. far(t, Xo, VM, ZM)dt,
t
Qi = / efos vny(u"X“’YquZiw)duvzf]W(sasti/sMaZy)vads(VXt)_la(t)v
0
zM = el Vny(S’XS’YSM’Z%dSZtM + ay.
EJP 18 (2013), paper 50. ejp.ejpecp.org
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By applying Girsanov’s theorem we know that there exists a probability Q™ under which
W is a Brownian motion with

dQ M

ap

r e 2
= exp </O vsz(t,Xt,nM,Z%th—g/o [Vafar (6, X0, VM, 2t )

Then, exactly as in the proof of Theorem 3.3 in [16], we can show the following lemma.

2
Lemma 3.5. ‘e”ZtM‘ is a QM -submartingale.

For the reader’s convenience, we recall this proof in the appendix. It results that

| N
‘e”Zt ‘ is also a Q" -submartingale and we have:

T
M
E? [/ 62)\5
t

I+1 - I+1
Zi‘”‘ ds] > 62’\t’ZtM’ (T —t)

I+1
t M M y
> M |efs Volu (s XYM 2] YisgM 4 o,

(T - t)a
which implies
|Zt]\/[|l+1 (T . t)

I+1
< C <€2)\t elo vny(s,XS,YSM,Z;V’)dsZtJ\/I +at‘ + Iat|l+1) (T —1)

T
/ 62)\5
t

T
/ |Z£V[|l+1 ds
t

S|
zM ds

< C (E?M

+(T—1t) (1 + |Xt|(l+1)7“f)>

QM QM r (I4+1)r
< Cl1+E; +E; / | X | T ds
t

+(T - 1) Xt|“+”’"f> .
(3.2)

Let us recall that (Y™, ZM) is solution of BSDE

T T
YthgM(XT)Jr/ fM(Sva,Yquzy)dS—/ zZMaws,
t t

with )
f]V[(57I7yvz) = fM(Sa‘Tvyvz) - <Z7v2f]\/f(57$7yvz)>'

Since assumption (B.3) holds for f, assumption (B.2)(c) holds for — fM with constants
that do not depend on M. Then we can mimic the proof of Proposition 2.6 (see also

Remark 2.7) to show that
T M l+1 QAI T QI\I QJM re+1
|1z as| <o (1B Ixa )+ [ (B 1xp 4 B [ ) ds )
t t
(3.3)

with a constant C that does not depend on M and constants that appear in assumption
(TC.1). Then, by putting (3.3) in (3.2), we see that we just have to obtain an a priori

. QM o .
estimate for E;* [|X,|°] with ¢ € R™*. We have

M
Lo

S S S
|X,| = ’Xt+/ b(u,Xu)du—i—/ U(u)qu-l-/ (), far (u, Xo, Y ZM) du
t t t
< \Xt|+C’+C/ Xu|du+‘/ o(u)dW, +C/ |ZIJL\4|ldu,
t t t
EJP 18 (2013), paper 50. ejp.ejpecp.org
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with C' that does not depend on M. Now we use the recursion assumption to obtain

s 1 B! Ip, /(1+1 rr+1)l/ (141
/‘Z% s C/ ( —ul/(l+1)+(T—u)T;/(l+1) (X |7/ 4 D a6, | VD) .
t

Obviously we have ft Wdu C AL . For the other terms we use Young inequal-
ity: Since lp,/(I+1) <l and (ry +1)I/(I+1) <1, we have

s Al . s Blp 5
_n p
/t |Z)| du < CA"+C/t ((T—u)lp/UH) + D)} +Xu|> du,

with p = 1/(1 —Ipg/(l+1)) and p > 1. Since we assume that Ip, < 1, then lp/(I+1) < 1
and [ mdu < CB!P. Finally, we obtain

/\Zy\ldu<CA;+CB;P+CD;ﬁ+C/ | X | du,
t t

[g(u)d

u|+ AL+ B+ DI + th)

and

| X,| < |Xt\+c+c/ | Xy|du+ sup W,|+CAL +CB? + CD?.
t

t<r<T

Gronwall’s lemma gives us

Xl < o1+ s
t<r<T

[ ot

QM c cl clp clp c
EQ (X, < O (14 A% + B 4+ DI 4 |X,[°). (3.9)

that implies

By putting (3.4) in (3.3) and (3.2), we obtain
M l+1 QM ’ QM V(rp+1) (I+1)r
1z -1t < Cof1+E HXTV’QH/ B [[X Y0 ds 4 (17— 1) 15T
t

< O (14 AfDel 4 plielr . pIDP 4 X, P4 (T — 1) | X774

with ¢ = (pg V (ry +1))/( + 1) and C that does not depend on M and constants that
appear in assumption (TC.1). So, we easily see that we can take

Ap1 =CA+ A% 4 B 4 D) B,  =C, Dy =C,

and then the result is proved.
When f and g are not differentiable we can prove the result by a standard approxi-
mation and stability results for BSDEs with linear growth. O

Since the estimate on Z given by Proposition 3.3 does not depend on constants
that appear in assumption (TC.1), we can use it to show an existence result for su-
perquadratic BSDEs with a quite general terminal condition.

Theorem 3.6 (Existence result for superquadratic BSDEs). Let assume that (F.1), (E.2),
(B.1), (B.2)(b), (B.3) and (TC.2) hold. We also assume that 0 < pyl < 1, then there exists
a solution (Y, Z) to the BSDE (1.2) such that (Y, Z) € §? x M?2. Moreover, we have for
allt € 10,77,

C(1+ X, [P/ ) i

|Zi] < (T — /0D + C | X a==s , (3.5)
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and, if we assume that (B.2)(c) holds,

T
/ 1 Z " ds
0

Proof of Theorem 3.6. The proof is based on the proof of Proposition 4.3 in [5]. For
each integer n > 0, we construct the sup-convolution of g defined by

E < +o00.

gn(x) := sup {g(u) —nl|z —ul}.
ueRd

Let us recall some well-known facts about sup-convolution:
Lemma 3.7. Forn > ng with ng big enough, we have,

e g, is well defined,

(TC.1) holds for g, withry =0,

(TC.2) holds for g,, with same constants C and & than for g (they do not depend on
n),

* (gn)n is decreasing,

* (gn)n converges pointwise to g.

Since (TC.1) holds, we can consider (Y™, Z™) the solution given by Proposition 2.2.
It follows from Propositions 2.4 and 2.5 that, for all n > ny,

SO X7+ (T =) | X)) S Y <Y <Y < O X + (T =) |X 7,
(3.6)
with C' that does not depend on n: indeed, the constant in Proposition 2.5 just depends
on the growth of the terminal condition and here the growth of g, can be chosen in-
dependently of n (see previous lemma). So (Y,,), converges almost surely and we can
define
Y= lim Y".

n—-+oo

Passing to the limit into (3.6), we obtain that the estimate of Proposition 2.5 stays true
for Y. Now the aim is to show that (Z,,),, converges in the good space. For any 7" €]0, T7,
(Y™, Z™) satisfies

’ T/
Yo = Y2 +/ Fs, X, Y, Z%)ds —/ ZrMdW,, 0<t<T. (3.7)
t t

Let us denote Y™™ = Y™ — Y™ and 6Z™™ = Z" — Z™. The classical linearization
method gives us that (Y™™, §Z™™) is the solution of BSDE

T/ ’
6thn,m _ (SYYCL/’m 4 / Usn,m(sy'sn,m + Vvsn,m(SZ;m,m,dS _ / (SZ;L’nLdWS,
t t

where |[U™™| < C and, by using estimates of Proposition 3.3,
v <+ 12 + (2 < O+ X, (3.8)

with p < 1 and C that depends on 7" but does not depend on n and m. Since p <
1, Novikov’s condition is fulfilled and we can apply Girsanov’s theorem: there exists
a probability @™™ such that AWy = dW, — V,"™dt is a Brownian motion under this
probability. By classical transformations, we have that (6Y™™,6Z™™) is the solution of
the BSDE

T
T rrn,m ;. s rrn,m g, ~
5Ytn,m:5]777}/,meft U! ds_/ eff Uy du(SZ;L,md”rs_
t
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Since U™™ is bounded, classical estimates on BSDEs give us (see e.g. [7])
n,m T’ ? n,m 4
EQ” / 6zrm % ds | | < CEQ” [|§Y;;m| } . (3.9)
0

Now, we would like to have the same type of estimate than (3.9), but with the classical
expectation instead of EQ"" . To do so, we define the exponential martingale

T 1 (T
EM = exp / Vrmdw, — f/ \Vsn’m\Q ds|.
0 2 Jo

Then, for all p € R,
E[(E7™)"] < Gy, (3.10)

with (), that does not depend on n and m: indeed, by applying (3.8) and Gronwall’s
lemma we have

4 ’
E |:€p fOT V;“"LdWs—g fOT |V;L,7n|2ds]

_ [ A v aw. = [T 2V 2 ds) 4 (02 - ) ff’v:“”ms}

rrr’ n,m 1 T’ n,m 2 1/2 2 T’ v,m | 2 1/2
< E[efd 2ovimaw.—5 [ j2pV; \ds} E[e(% -p) J& v ds]

< E _6C|2p27p|(1+SuPogng|Xs|2p)}1/2
< +oo,

because 2p < 2. By applying Cauchy Schwarz inequality and by using (3.10) and (3.9),
we obtain

T’ T’
E/ 5zgﬂn|2ds] = E (5;;7”)*1/2(5;;7”)1/2/ |5Z§’m|2ds]
0 0
- 2 1/2
< E[Epm) e (/ |6Z§L’m2ds>
0
41172
< CB oy

< o ey v ]

/4 ) om
< CE [|5Y;”"ﬂ nm=0, g,
Since M? is a Banach space, we can define

Z = lim Z", dP xdt-a.e..
n—-+oo
If we apply Proposition 2.6, we have that ||Z"| ,,. < C with a constant C that does not
depend on n. So, Fatou’s lemma gives us that Z € M?2. Moreover, the estimate on Z"
given by Proposition 3.3 stays true for Z and, if we assume that (B.2)(c) holds, then
Proposition 2.6 gives us that
T
/ |z ds
0
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with a constant C that does not depend on n and so

T
/ ‘Zs|l+1 ds
0

Finally, by passing to the limit when n — +oco in (3.7) and by using the dominated
convergence theorem, we obtain that for any fixed 7" € [0, T'[, (Y, Z) satisfies

E <C.

’ T/
Y, :YT,+/ f(s,Xs,YS,Zs)dsf/ ZydW,, 0<t<T. (3.11)
t t

To conclude, we just have to prove that we can pass to the limit when 7" — T in (3.11).
Let us show that Yy ——+ g(Xr) a.s.. Firstly, we have

lim, 7Y, < lim,7Y)" = g,(X7) a.s.  for any n > ny,

which implies lims_, 7Y, < g(Xr), a.s.. On the other hand, we use assumption (B.2)(b)
and we apply Propositions 2.5 and 3.3 to deduce that, a.s.,

T T
YP = gu(Xr) + / F(5, X0, Y, Z0)ds — / Zraw,
t t
T T
> gn(XT)—C/ 1+|XS|Tf“+|Y;"|+|Zg|"ds—/ Zmaw,
t t
T npg/(1+1)
_ (rp+Dvp, | LH[X[™T
> E; |gn(X7) C/t 1+ [X] + (T — s)n/(+1) ds
> B, [ga(Xr)] — O(T — £)(1 + | X, | HDVPey — o(T — )=/ @D (1 4 | x, [P/ THD),
and

;= lim V"> E, [g(XT)]_C(T—t)(].—l—‘Xt|(Tf+1)\/py)—C(T_t)l_n/(l""l)(1+|Xt‘77py/(l+1))7

n—-+o0o

which implies
lim, 7Yy 2> lim, I [9(X7)] = 9(X7).

Hence, lim;_,7Y; = g(X7) a.s. .
Now, let us come back to BSDE (3.11). Since we have

T T
/ |f (s, Xs, Yy, Zs)| ds < / C(L+ | X" Y| + |25 Hds < +o0 aus.,
t t

then
’ , T
/ f(s, Xy, Yy, Zo)ds ——55 / F(5, X4, Yy, Zs)ds < +00 a.s..
t t

Finally, passing to the limit when 7" — T in (3.11), we conclude that (Y, Z) is a solution
to BSDE (1.2). O

Remark 3.8. The function z — C |z|™ + (2| ") withC > 0,0 <n<l+1andh a
differentiable function with a bounded derivative is an example of generator such that
(B.1), (B.2)(b) and (B.3) hold.

Remark 3.9. The estimate

C(1+ | X[ .
‘Zt|< ( | t‘ )+C|Xt|rj+1
vI—t
EJP 18 (2013), paper 50. ejp.ejpecp.org

Page 13/15


http://dx.doi.org/10.1214/EJP.v18-2124
http://ejp.ejpecp.org/

Existence of solutions to superquadratic BSDEs

is already known in the Lipschitz framework as a consequence of the Bismut-Elworthy
formula (see e.g. [8]). For the superquadratic case, the same estimate was obtained
when p, = 0 and f does not depend on z and y in [5] (see also [16] for the quadratic
case). In [5], Remark 4.4. gives the same type of estimate than (3.5) for the example
f(z) = |2|'. This result was already obtained by Gilding et al. in [9] using Bernstein’s
technique when f(z) = |z|', b =0 and o is the identity.

Remark 3.10. In this article, estimate (3.5) for the process Z allows us to obtain an
existence result. But this type of deterministic bound is also interesting for numeri-
cal approximation of BSDEs (see e.g. [16]) or for studying stochastic optimal control
problems in infinite dimension (see e.g. [14]).

A Appendix

Proof of Lemma 3.5. Let us set

t
FtM — efot Vny(S,XS,YSM.,Z?I)dSv}/tM_’_/ efos v’ny(“’X“’YHM’ZS{)d“szM(s,XS, }/'SM7 Zéw)VXSdS,
0

and
FM .= MEM (VX)L

Since dVX; = Vb(t, X;)VX,dt, then d(VX,)™t = —(VX;)"'Vb(t, X;)dt and thanks to
ItAt’s formula,

dZM = dFM(VX,) Lo (t) — FM(VX,)"IVb(t, X))o (t)dt + FM(VX,) " o' (t)dt,
and
d(eMZMy = FM(XId — Vb(t, X))o (t)dt + FM o' (t)dt + eNdFM (VX)) Lo (t).

Finally,

— FMo()['o(t)'Vb(t, X;) — "o’ (t)] FM | dt + dN},

~ 2 - 2
d ‘e’\tZtM’ = d(N), +2 {/\ ‘FtMa(t)‘

with N, := [/

o €dFM(VX,) 'o(s) and N; a Q"-martingale. Thanks to the assumption

2
(F.2) we are able to conclude that ‘e”ZtM ‘ is a QM -submartingale. O
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