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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.

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 superquadratic growth with respect
to the variable z. Up to our knowledge the case of superquadratic 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 solutions for this BSDE. In the same paper, the authors also show that the problem becomes 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 precisely, let us consider (X, Y, Z) the solution to the (decoupled) forward
backward system

t t
X = z+/ b(s,XS)ds+/ o(s)dWs,
0 0
T T
Yo = g(Xn)+ [ fe XY Zds— [ Zaw.,
t t
with growth assumptions
f(tay )| < CO+ ™ +lyl+ 121", 1>1,

VAN/AN

lg(@)] C+ |z[™).
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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+ 1/1, p; < 1+ 1/I, f and g are locally Lipschitz functions with
respect to x and z. When we consider this result, two questions arise:

e 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 x 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 u; = g, + A|u,|? and they show that this boundary is sharp for power-type initial
conditions. 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 recent 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 functions 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 estimates on Y and Z for
Markovian superquadratic BSDEs whereas section 3 is devoted to the existence result described before.

Notations Throughout this paper, (W,;);>o will denote a d-dimensional Brownian motion, defined on a prob-
ability space (2, F,P). For t > 0, let F; denote the o-algebra o(Ws;0 < s < t), augmented with the P-null
sets of F. 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

e S7 the space of real-valued, adapted and cadlag processes (Y;)¢c[0,7) normed by [|Y'|| 5, = E[(sup;co, 1 |V;])P] VP,

o MP(R™), or MP, the space of all progressively measurable processes (Z;)¢cjo,r] With values in R™
normed by | Z| ., = EI([) |Zs] ds)?/?]V/».

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

t t
Xi=x —|—/ b(s, Xs)ds —|—/ o(s)dWs, (1.1)
0 0
and (Y, Z) € 82 x M? the solution to the Markovian BSDE
T T
Y, = g(Xr) +/ f(s, X5, Y5, Zs)ds —/ ZsdWs. (1.2)
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 L*([0,T]), t — f(t, X¢, Y, Z;) belongs to L([0, T7])
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.
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Assumption (F.1). Letb: [0,7] x R? — R% and o : [0, T] — R%*? be continuous functions and let us assume
that there exists /& > 0 such that:

(@) ¥t € [0,7), (1,0)| < C,
(b) Vt € [0,T),¥(z,2") € RY x R, |b(t, x) — b(t, ') < Kp |x — 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 R4 — R be a continuous function and let us assume that there
exist five constants, [ > 1,0 < 7y < % 8 >0,v>0andé > 0 such that:

(a) foreach (t,2,9,9',2) € [0,T] x RT x R x R x R1*9,
[f(ta,y,2) = ft.a, ', 2) <y -yl

(b) foreach (t,z,y,2,2") € [0,T] x R x R x R4 x R1xd,
£(t92) = )] < (O Ll + 1) = 21

(c) foreach (t,z,2',y,2) € [0,T] x R x RY x R x R1*4,

Iﬂma%@—fmfwwﬂ<(C+§OW7+MTU)M—fL

Assumption (TC.1). Let g : R? — R be a continuous function and let us assume that there exist 0 < rg < %
and o > 0 such that: for each (¢, 2,2, y,2) € [0,T] x R? x R x R x R*4,

o
l9(@) = g(a")| < (€ + Sl +1a/")) o — ']
We also use more general growth assumptions that are more natural for existence results.

Assumptions (B.2). Let f :[0,77] x R? x R x R}Xd — R be a continuous function and let us assume that there
exist constants, I > 1,0 < 7y < %, £>20,>20,0>0,0<n<Il+1,e > 0such that: one of these inequalities
holds, for all (t,z,y,2) € [0,T] x R x R x R*9,

@ |f(t,2,9,2)] <O+ Blal" T + 8]yl + 721,
b) —C = Bla|" ™ =5yl = 72" < f(t,2,y,2) < C+Bla|™ T + 5yl +7]2T,

© —C—Bla|"™ =5yl +elz[T < flt,2,y,2) <O+ Bl + 5]yl + 7]

Assumption (TC.2). Letg : R? — R be a lower semi-continuous function and let us assume that there exist
0 <pg <1+1/land & > 0 such that: for each x € R4,

lg(z)| < C +alzfP.
Remark 2.1 The following relations hold true:
e (B.2)(c)= (B.2)(b) = (B.2)(a).
e (B.1)= (B.2)(a).
o (TC.1)= (TC.2) withpy =74+ 1.
o We only consider superquadratic BSDEs, so |l > 1. | = 1 corresponds to the quadratic case.

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

Ze| < A+ B(IXe|" + (T — ) |Xe|'7), vtel[0,T]. 2.1
Moreover; this solution is unique amongst solutions (Y, Z) such that
o Y 8?2
o there exists ) > 0 such that
E |G+ S 71212 ds < 400.
Remark 2.3 7o be precise, in the Proposition 2.2 of the article [17] the author shows the estimate
1Z) <A+ BIX,|""", 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.

Proposition 2.4 We assume that (F.1) holds. Let f1, fo two generators and g1, g2 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 g1 < g2 and f1 < fo. Then we have that Y1 < Y? almost surely.

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

T T
ngl(XT)—gQ(XTH/ fl(s,Xs,Y;,Zb—f2(s,Xs,Y;1,Z;)+6Y;Us+6zsvsds—/ §ZsdWs,
t t

with |Us| < 6 and
Vil <0+ 1(|21 +|22') < o+ X,

Since (4 V 7¢)l < 1, Novikov’s condition is fulfilled and we are allowed to apply Girsanov’s transformation:

T
5, = EL |l Undu(gy(X1) — g2(Xr)) + / i Uudu(f1(s, X, Y1, Z1) = fols, X,, Y, Z1))ds
t

< 0,

with
dQ g 1t
T sd s T 5 s d .
o &XP </0 VsdW 5 /0 |Vs|” 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 t € [0,T],

Vil SO+ X P 4+ (T — 1) | X,[7)

with a constant C' that depends on constants that appear in assumptions (F.1), (B.2) and (TC.2) but not in assump-
tions (B.1) and (TC.1).
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Proof of the proposition Let us consider the terminal condition
g(x) = C +aflz[ + 1),
and the generator
(t2y,2) = C+ Blal ™ + 81yl + 712",

f
with C such that g < g and 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
¥, = 5(X7) +/ (s, Xo, Vs, Z2)ds — / Z,dW,.
t t
Thanks to Proposition 2.4, we know that
Y < }7, and Y >0.

Moreover, since | Z;| < C(1 + |X,|®e DY) (p, — 1)1 < 1and 4l < 1, we have

— T - — —
Y, < E leé(T_”(CM(Ith+1>”9>+/ 66(8‘”(0+6|Xsl”“+v!Zs\l+1>dS]
t

< C (1+Et [ sup |Xs|p9] + (T —t)E; [ sup |X5|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,
forallp > 1,

Et |: sup |X5|p:| § C(l + |Xt|p),

t<s<T

SO we obtain -
Y <Y <O+ X7 + (T — 1) [ X[,

By the same type of argument we easily show that
—C(1+ | X P + (T — 1) | X[ < V3,
and this concludes the proof. U

Proposition 2.6 Ler 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 " 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).

By SO+ X" + (T =t |7,

Proof of the proposition To show the proposition we just have to write

T T T
1 _ _
E, / |ZS|I+1 ds] < = (Et / f(s,XS,}/S,ZS)ds+/ (C+5|Xs|rf+l+5|Y5|) ds )
t € t t
1 r 2 re+1 <
<z E: |V —g(Xr)+ | C+B|Xs["T +61|Ys|ds
t
< OO+ (T =) X+ X, 77)
thanks to Proposition 2.5. 0

Remark 2.7 Proposition 2.6 stays true if we replace assumption (B.2)(c) by
—C =Bl =5yl =7 |2 < fltwy,2) SO+ Bl 4 Syl -]z

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.
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3 An existence result

Let us now introduce new assumptions.

Assumption (F.2). b is differentiable with respect to x and ¢ is differentiable with respect to t. There exists
A\ € RT such that ¥ € R¢

tno(s)[fo(s) ' Vb(s,z) — ta'(s)]n‘ <A ’%70(5)’2 . Y(s,z) €[0,T] x RY,

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

o there exist A : [0,T] x R? — R4 and B : [0,T] — R¥? such that A is differentiable with respect to x,
V. A is bounded and Vx € R, Vs € [0,T), b(s,z)0 = 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 (t,z,y, 2) € [0,T] x R? x R x R1*4,
Ft2,y,2) = (Vo f(t2,y,2),2) SO —e o T

Remark 3.2 Letus give some substantial examples of functions such that (B.3) holds. If we assume that f (t, z,y, z) 1=
fit,z,y, 2)+ falt, x,y, z) with f1 a differentiable function with respect to z such that, Ip € [0,1[, V(t,x,y, z) €
[0,T] x RE x R x R*4,

IVafult @y, 2)l < 1+ [2]),

and fo is a twice differentiable function with respect to z such that, ¥(t,z,y,z) € [0,T] x R? x R x R'*4,
Yu € RY,
L2, fo(t, g, 2)u = (—C + e |z 1) uf?,

then we easily see that
fl(t7$7ya2) - (szl(t,x,y,z),z) <C+C |Z|p+1 )

and a direct application of Taylor expansion with integral form gives us
fg(ﬁ, z,Y, Z) - <v2f2(ta Y, Z), Z> <C-C |Z|l+1 )

so (B.3) holds. For example, (B.3) holds for the function z — C' |z|lJr1 + h(|z|l+17") withC >0,0<n<Il+1
and h a differentiable function with a bounded derivative.

Proposition 3.3 Ler us assume that (F.1), (F2), (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, for all t € [0,T7,

C(1 + | X, [P/ D) s}

|Zy| < (T — /0D +C X

The constant C depends on constants that appear in assumptions (F.1), (FE2), (B.1), (B.3) and (TC.2) but not in
assumption (TC.1).

Proof of the proposition Firstly we approximate our Markovian BSDE by another one. Let (Y™, ZM) the
solution of the BSDE

T T
YM = gu(X7) +/ fu (s, X, YM, 2 ds — / zZMdw, (3.1)
t t

with gps = goparand far = f(., par(.), ., .) where pps is a smooth modification of the projection on the centered
Euclidean ball of radius M such that |pys| < M, |Vpa| < 1 and ppr(x) = o when |z] < M — 1. Tt is now
easy to see that gps and fj; are Lipschitz functions with respect to z. Proposition 2.3 in [17] gives us that Z M ig
bounded by a constant Cj that depends on M. So, fa; 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.



3 AN EXISTENCE RESULT 7
Lemma 3.4 Let us assume that (F.1), (F.2), (B.1), (B.3), (TC.1) and (TC.2) hold. We also assume that 0 < pgl <
1. Then we have, for all t € [0,T7,

A, + B, |Xt|Pg/(l+1) :#
(T — t)1/+D) + Dy | X 7T

2] <

with (A, By, Dp)nen defined by recursion: By =0, Dy = 0, Ag = CoT/(+1),
Ay =C(1+AY + B + DY) Bny1 =C, Dpy1 =0,

where a := (pg V (ry +1))/(l+1), p> 1, p > 1and 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 contractor function, so A,, — A
when n — +o0, with A, that does not depend on M and constants in assumption (TC.1). Finally, we have, for
allt € [0, T,
C(1 + | X, [P/ HY s}

( +| t| )+C|Xt| 1,

(T — )1/ (+1)

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 S® x M?2. So our
estimate on ZM stays true for a version of Z. (]

1z <

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 € N and let us show that it stays true for n 4 1. In a first time we suppose
that f and g are differentiable with respect to  and y. Then (Y™ ZM) is differentiable with respect to = and
(VY M 7 ZM) is the solution of the BSDE

T
vYM = Vogu(Xr)VXr — / VZMaw,
t
T
+/ V:EfM(Sasti/stvZ;w)VXs+vyf1b[(57X57}/sMaZéw)v}/st+vzflb[(stSv}/sMaZéw)VZ;wdsv
t

and a version of ZM is given by (VY M (VX;)~'0(t))se(0,7)- Let us introduce some notations: we set

AWy = AW, — V. fau(t, X, YM, ZM)at,
t
o = /efosVnyf(%Xuvyffvzi\l)duvsz(S,XS,YSM,Zéw)VXsds(VXt)*la(t),
0
M = efo Vubu (s Xo XM 20 ds gM

By applying Girsanov’s theorem we know that there exists a probability Q@ under which W is a Brownian motion
with
1

dQM T . T 2
= exp / vsz[(thta}/tIu?ZtIu)th - 5/ ‘vsz(thta}/tMvztIu” dt].
0 0

dP

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

_ 2
Lemma 3.5 ‘e’\tZtM} is a Q™ -submartingale.

AN
For the reader’s convenience, we recall this proof in the appendix. It results that ‘e/\tZtM } is also a QM-

submartingale and we have:

T
/ 62)\5
t

~ - I+1
EY” 7 2 IGE)

I+1
ds] > 62At

t M M ) +1
> 62/\t €f0 Vyfum (s, X, Y0, Z; )dsZth[ + oy (T—t),




3 AN EXISTENCE RESULT 8

which implies

I+1
|ZtM|l+1 (T — C <€2)\t fo Vyfm(s,Xs,YM ZM)dsZM +ay + |04t|l+1> (T — 1)
+1
C <EQJVI 2As dS + (T _ t) (1 + |Xt|(l+1)7‘f)>
T
o <1 E@M |ZM|1+1 +E(9M / |Xsl(l+1)rf ds| + (T — 1) |Xt|(l+1)rf> _
t

(3.2)

Let us recall that (Y ZM) is solution of BSDE
T T B
VM —gu(Xr) + [ Fuls XYM, 220ds - [ ZMaib.
t t

with B
fM(Saxayaz) = f]\/f(sawayaz) - <zavZfM(Sa$ayaz)>'

Since assumption (B.3) holds for f, assumption (B.2)(c) holds for — f a 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
l r
/\ZM\“ <O<1+E9M[|XT|”]+/ (B2 1x, ]+ EZ" (1, f“Dds>, (3.3)
t t

with a constant C' that does not depend on M and constants that appear in assumption (TC.1). Then, by putting
M
(3.3)in (3.2), we see that we just have to obtain an a priori estimate for EZ  [|X,|°] with ¢ € R**. We have

N
EY"

S

|X,| = ’Xt-i—/ b(u,Xu)du—f—/ a(u)qu—i—/ o (W)Y far(u, Xo, YM, ZMYdu
t t t

/ o(u)dW, +C/ |Z7]y|ldu,

t t

with C' that does not depend on M. Now we use the recursion assumption to obtain

s 1 Bl Ipy /(1+1 rr+1)/ (141
/t‘ZM s C/( —ul/(l+1)+(T—u)l/(l+1) X[ P/ 1 D |, | Y .

Obviously we have ftT m;‘%du < CAL,. For the other terms we use Young inequality: Since Ip,/(l+1) <
land (ry+1)I/(I4+1) <1, we have

M l ip
/]Z ]d < CA, +C/( lp/(l+1)+DnP+|Xu|)du,
Blp
d

withp = 1/(1—Ipy/(I+1)) and p > 1. Since we assume that [p, < 1, thenlp/(I4+1) < Land [ GG
CB'P. Finally, we obtain

< |Xt|+C+C/ | X, | du +
t

u <

/ 1Z2M|' du < C AL, +CB”’+C’D“”+C/ | X du,

/tT o(u)d

W+ AL+ BP 4 DIP 1 |Xt|)

and
| Xs| < |Xt|+C+C |X | du + sup

t<r<T

/:J(u)

QM c cl cl clp c
E; (X7 < C(1+AY+BIP +DiP + (X)) (3.4)

W,|+ CAlL + OB + CDP.

Gronwall’s lemma gives us

1Xs| < C<1+ sup
t<r<T

that implies
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By putting (3.4) in (3.3) and (3.2), we obtain
T
‘ZtM‘lJrl (T B t) < C <1 +E(9M [|XT|pg] Jr/ ]E(t@M [|Xs|pgv(rf+1) ds + (T— t) |Xt|(l+1)Tf>
t

< C (1 4 Al+Dal 4 gl+Dalp | pU+Dalp 4| x, 1P 4 (T — ) |Xt|rf+1) ,

with a = (p; V (ry +1))/(l + 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

Any1=C(A+ A + B + D), Buy1=C, Dy =C,

and then the result is proved.
When f and g are not differentiable we can prove the result by a standard approximation and stability results
for BSDEs with linear growth. U
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 superquadratic BSDEs with a quite general terminal condition.

Theorem 3.6 Let assume that (F.1), (F2), (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) € 8% x M?2. Moreover, we have for all
tel0,T]

(7(1 47|;X2|P9/(L+1)) :L%i
T TR (3.5)

T
/ |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

|Z:| <

and, if we assume that (B.2)(c) holds,

E < +o00.

gn(z) := sup {g(u) —n|z —ul}.
u€ERd

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,
e (TC.1) holds for g, withrg = 0,
e (TC.2) holds for g,, with same constants C' and & than for g (they do not depend on n),
o (gn)n is decreasing,
o (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,

O+ X + (T =) X[ <Y<Y <Y SCA+ X + (T =) X7, (36

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 independently 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,T'[, (Y™, Z™) satisfies

’ T/
Y= YR +/ Fls, X, Y, ZMds — / ZrdW,, 0<t<T. (3.7)
t t
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Let us denote Y™™ := Y™ — Y™ and §Z™"™ := Z™ — Z™. The classical linearization method gives us that
(oY™m §Z™™) is the solution of BSDE

T/ ’
oY = OV + / UMY 4 VI 2 ds — / 82" AW,
t t

where |[U™™| < C' and, by using estimates of Proposition 3.3,
Ve < e 4120 +127) < CO+IXP), (3.3)

with p < 1 and C that depends on T” 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 Q"™ such that dW,; := dW; — Vv, dt
is a Brownian motion under this probability. By classical transformations, we have that (§Y"™™, §Z™™) is the
solution of the BSDE

/

T rrn,m . s rrn,m ~
Y = gy el U s / el Ui dug znmayy,.
t

Since U™™ is bounded, classical estimates on BSDEs give us (see e.g. [7])
n,m T/ 2 n,m
EQ" </ 62 2 ds) < CEY” [|6YT",””|4} . (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
En™ = exp / VirmdW, — —/ v ?ds |
0 2 Jo

E[(ER™)P] < Cp, (3.10)

Then, for all p € R,

with C), that does not depend on n and m: indeed, by applying (3.8) and Gronwall’s lemma we have
B ’ ’ ’
B [ep ST vimaw, -2 fOT/\VS””"Fds} - E e%(foT VAW~ 4 [T 129V 2ds ) + (02— 8) [ Vs"””dﬂ
/ / 1/2 e 1/2
< E [e 2pVmdw. -1 [T IQPVS"’”\QdS} E {6(2122—17) v IZdS}

1/2

< E —€C|2p2_p|(1+Suposs<T|Xs|2p)}

< +o0o,

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

T’ T’
]E/ |5zg=m|2ds] = El(egzm)w(e;;m)m/ |5zg=m|2ds]
0 0
- 9 1/2
nymy—111/2 g™ n,m|2
< E[EE™)TE |62 ds
0
g [ eomomd] V2
< CEY" oy

< o[ e o]
< CE [y Ym0,

Since M? is a Banach space, we can define

Z = lim Z", dP xdt-a.e..

n—-+o0o
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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
E / \zr|Tds| < C
| /o
with a constant C' that does not depend on n and so
[T
E / 1Z,"Tds| < C.
0

Finally, by passing to the limit when n — +o0 in (3.7) and by using the dominated convergence theorem, we
obtain that for any fixed 77 € [0, T[, (Y, Z) satisfies

’ T/
Y, = Yo +/ f(s,Xs,Y;,Zs)ds—/ ZdW,, 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
Yo Ti) 9(Xr) a.s.. Firstly, we have

limy_ 7Y, < ESHTYS” = gn(Xr)as. foranyn > ng,
which implies lims_,7Y; < g(X7), a.s.. On the other hand, we use assumption (B.2)(b) and we apply Proposi-
tions 2.5 and 3.3 to deduce that, a.s.,

T T
Yy;r = gn(XT)+/ f(s,XS,Ys”,Z;’)ds—/ ZdW
t t

T T
> gar) = C [ 2 s [ zzaw,
t t

WV

T
o gn(XT)—C/ 1+|XS|(Tf+1)V:Dg+
t

1+ |X8|npg/(l+1)
(T — sy %8

> By [gn(X1)] — C(T — )1+ | X,| 7 TOVPay - O(T — ) =0/ WD (1 4 | x| 7o/ (D),

and

Yi= lim Y7 > Elg(Xr)] = C(T = )1+ X ") = (T = ) =0 D (14 7/,

n—-+oo
which implies
lim, Y3 2> lim, 7B [9(X7)] = 9(X7).

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

T T
/|ﬂa&¢;anw</‘arﬂ&W“+uuﬂ&Wﬂw<+maa
t t

then
& T'—=T r
f(s, Xs,Ys, Zs)ds —— / f(s, X, Yy, Zs)ds < 400 as..
t t
Finally, passing to the limit when 77 — T in (3.11), we conclude that (Y, Z) is a solution to BSDE (1.2). U

Remark 3.8 The function z — C |z + h(|z|"™ ") with C > 0, 0 < n < I+ 1 and h 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 O+ 1P
T—t

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 x 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) = |z|l This result was already obtained by Gilding et al. in [9] using Bernstein’s technique when

f(2) = |2|', b= 0 and o is the identity.

+C X!
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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 numerical approximation of BSDEs (see e.g. [16]) or for studying
stochastic optimal control problems in infinite dimension (see e.g. [14]).

A Appendix
A.1 Proof of Lemma 3.5

Let us set

t
FtM — ol Vny(&Xs,YsMZfI)dSVYtM _|_/ elo Vny(u,Xu,YuMZi”)duvsz(&XS,YSM, Zéw)VXsds,
0

and ~
FM .= MEM(VX,)~L.

Since dVX; = Vb(t, X;)VX;dt, then d(VX;) ™! = —(VX;) "1 Vb(t, X;)dt and thanks to 1td’s formula,
dZM = dFM (VX)) o (t) — FM(VX,)7IVb(t, Xy)o(t)dt + FM(VX,) o' (t)dt,

and
d(eMZM) = FM(XId — Vb(t, X))o (t)dt + Mo’ (t)dt + eMNdFM (VX)) Lo(t).

Finally,
- 2 - 2 - ~
d ‘ektth‘ — d(N)y +2 [)\ ‘FtMo(t)‘ ~EMo) o) Vb(t, X,) — o' (0] EM | dt + AN},

with N, := fot eMdFM(VX,)~to(s) and N; a QM -martingale. Thanks to the assumption (F.2) we are able to

_ 2
conclude that ‘e)‘tZtM‘ is a QM -submartingale. 0
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