N

N

Finite state Mean Field Games with Wright-Fisher
common noise
Erhan Bayraktar, Alekos Cecchin, Asaf Cohen, Francois Delarue

» To cite this version:

Erhan Bayraktar, Alekos Cecchin, Asaf Cohen, Francois Delarue. Finite state Mean Field Games with
Wright-Fisher common noise. Journal de Mathématiques Pures et Appliquées, 2021, 147, pp.98-162.
10.1016/j.matpur.2021.01.003 . hal-02953518

HAL Id: hal-02953518
https://hal.science/hal-02953518
Submitted on 13 Feb 2023

HAL is a multi-disciplinary open access L’archive ouverte pluridisciplinaire HAL, est
archive for the deposit and dissemination of sci- destinée au dépot et a la diffusion de documents
entific research documents, whether they are pub- scientifiques de niveau recherche, publiés ou non,
lished or not. The documents may come from émanant des établissements d’enseignement et de
teaching and research institutions in France or recherche francais ou étrangers, des laboratoires
abroad, or from public or private research centers. publics ou privés.

Distributed under a Creative Commons Attribution - NonCommercial 4.0 International License


https://hal.science/hal-02953518
http://creativecommons.org/licenses/by-nc/4.0/
http://creativecommons.org/licenses/by-nc/4.0/
https://hal.archives-ouvertes.fr

Version of Record: https://www.sciencedirect.com/science/article/pii/S002178242100012X
Manuscript_2f010936b5f2¢3e9b672971{84d80ff

Finite state Mean Field Games with Wright—Fisher common noise
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Abstract

We force uniqueness in finite state mean field games by adding a Wright-Fisher common noise.
We achieve this by analyzing the master equation of this game, which is a degenerate parabolic
second-order partial differential equation set on the simplex whose characteristics solve the
stochastic forward-backward system associated with the mean field game; see Cardaliaguet et
al. [10]. We show that this equation, which is a non-linear version of the Kimura type equation
studied in Epstein and Mazzeo [28], has a unique smooth solution whenever the normal compo-
nent of the drift at the boundary is strong enough. Among others, this requires a priori estimates
of Holder type for the corresponding Kimura operator when the drift therein is merely continu-
ous.

Résumé

Nous imposons 'unicité a des jeux a champ moyen sur des espaces d’état finis en forgant la
dynamique sous-jacente par un bruit commun de type Wright—Fisher. Notre approche s’appuie
sur I’analyse de I’équation maitresse correspondante ; celle-ci s’écrit comme une équation aux
dérivées partielles dégénérée sur le simplexe, dont les caractéristiques sont précisément les
solutions du systeme progressif-rétrograde associé au jeu a champ moyen, voir par exemple
Cardaliaguet et al. [10]. Nous démontrons que cette équation, qui s’apparente ici a une version
non-linéaire des équations de Kimura étudiées dans Epstein and Mazzeo [28], a une unique so-
lution classique lorsque la composante normale du terme de transport est suffisamment forte au
bord. Un point essentiel dans notre preuve est 1’obtention, pour de tels opérateurs de Kimura,
d’estimations Holder valables lorsque le coefficient de transport n’est que continu.
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1. Introduction

Aiming at forcing uniqueness in the theory of mean field games (MFGs), a more complete
account of which we provide below, we analyze here a system of parabolic partial differential
equations (PDEs) with the main feature of being set on the space of probability measures on
[d] := {1,---,d}, the latter being referred to as the (d — 1)-dimensional simplex, for a fixed
integer d > 1. This system is indexed by the elements i of [d] itself and has the following
generic form:

. N i N2 i N j i
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for i € [d], where (¢, p) € [0, T]1XS;-; and S,;_; is the (d — 1)-dimensional simplex. Whenever &
is equal to zero and ¢ is also identically equal to zero, this system is the so-called master equation
that describes the values of the equilibria in a (finite state) MFG driven by a simple continuous
time Markov decision process on [d] and by the functions (f)cfsy and (g)iefay as respective
running and terminal costs. To wit, the first line in (1.1), which has a form similar to a Hamilton-
Jacobi equation on [d]], accounts for the optimization problem in the underyling MFG, whilst the
second line accounts for the dynamics of the equilibria. Although we provide a longer review on
MEFG later in the text, we feel useful to quote, at this early stage of the introduction, [34, 35, 48]
and [11, Chapter 7] as references on the master equation for finite state mean field games, and
[9,7, 12, 10, 18, 49, 50] as references for continuous state mean field games. The main novelty
here is the third line in (1.1). Therein, € is a (strictly) positive viscosity parameter which we call
the intensity of the common noise. This terminology comes from the fact that equation (1.1) is
associated with a new form of MFG, which we are going to describe later, in which equilibria are
no longer deterministic but are subjected to a so-called common noise and are hence randomized.
Under the action of the common noise, the master equation becomes a system of second order
PDE:s, the principal part of which is the second-order operator in the third line of (1.1) and is
called a Kimura operator on the simplex (see [28, 43]). Accordingly, the master equation here
reads as a system of non-linear parabolic PDEs of Kimura type. As for the additional function
¢ in the first two lines of (1.1), it should be understood as a forcing term in the dynamics of
the equilibria that allow the latter to escape for free from the boundary of the simplex. In this
context, one of our contributions (see Meta-Theorem 2.9 and Theorem 3.4) is to show that, when
€ is strictly positive and the functions (f*);cpsy and (g')iejqy satisfy some smoothness conditions,
we can choose ¢ large enough in the neighborhood of the boundary of S,_; and null everywhere
else in such a way that (1.1) has a unique smooth solution (in a so-called Wright—Fischer Holder
space of functions that are once differentiable in time and twice in space with a suitable behavior

Games” and French ANR projet ANR-19-P3IA-0002 “3IA Céte d’ Azur - Nice - Interdisciplinary Institute for Artificial
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at the boundary of the simplex). Accordingly, our main result is that the corresponding MFG
is uniquely solvable for a prescribed initial condition (see Meta-Theorem 2.7 and Theorem 3.2).
Importantly, there are many examples for which the latter is false when &£ = 0, which explains
why we refer quite often to the concept of “forcing uniqueness”.

A general framework to analyze linear Kimura PDEs was introduced by Epstein and Mazzeo
in [28] and this framework was extended subsequently in [29, 30, 53, 54]. Generally speaking,
the analysis of Kimura PDEs suffers from two main difficulties: (1) the simplex boundary is
not smooth, and (2) the PDE degenerates at the boundary. Despite these difficulties, the authors
of [28] were able to prove the existence and uniqueness of smooth solutions to linear Kimura
PDEs under enough regularity of the coefficients. However, these results do not apply to (1.1)
because the coeflicients therein are time-dependent (Kimura operators are assumed to be time-
homogeneous in [28]) and, most of all, because the equation is non-linear. While the additional
time dependence can be handled with relative ease (see Lemma 4.4), the non-linearity requires a
sophisticated analysis, which, in fact, is the main technical part of this paper. In this respect, the
main step in our study is Theorem 2.10, which provides an a priori Holder estimate to solutions of
linear Kimura PDEs when driven by merely continuous drift terms that point inward the simplex
in a sufficiently strong manner, whence our need for the additional ¢ in equation (1.1). The proof
of this a priori estimate uses a tailor-made coupling by reflection argument inspired by earlier
works on couplings for multidimensional processes (see e.g., [20]). However, the coupling by
itself, as usually implemented in the literature for proving various types of smoothing effects
for diffusion processes, is in fact not enough for our purpose. We indeed pay a price for the
degeneracy of the equation at the boundary and, similar to other works on Kimura operators (see
for instance [2]), we need to perform an induction over the dimension to handle the degeneracy
properly; see Proposition 5.6 for the details of the induction property. Once we reach this point,
the proof of existence of a solution to (1.1) is straightforward, provided that ¢ therein is chosen
in a relevant way, and uses Schauder’s fixed point theorem on the proper Wright-Fisher’ space,
as well as Schauder’s estimates derived in [28] for the linear equation and Lemma 4.4 mentioned
earlier (see Theorem 3.4).

Let us now clarify our technical contribution into the context of MFGs. MFGs were intro-
duced in the seminal works of Lasry and Lions [44, 45, 46], and Huang, Malhamé, and Caines
[41, 40]. Merging intuition from statistical physics and classical game theory, this paradigm
provides the asymptotic behavior of many weakly interacting strategic players who are in a
Nash equilibrium. Formally, this asymptotic equilibrium is described as the fixed point of a
best response map, which sends a given flow of measures to the distribution of a controlled
state-dynamics. For recent theoretical developments and applications of this theory, we refer the
reader to [1, 6,9, 11, 12] and the references therein. MFGs with (a fixed and) finite number
of states were analyzed by [36, 37, 39, 48]; for a probabilistic approach to finite state MFGs we
refer to [13, 16].

Typically, MFGs do not admit unique solutions. Two known instances of uniqueness are the
small T case and the so-called monotonous case due to Lasry and Lions, see [44, Section 4] for
the latter. The thrust of our paper is to establish uniqueness by adding a common noise® that
emerges from the limiting behavior of Wright-Fisher population-genetics models. The special
structure of the common noise we use leads to stochastic dynamics evolving inside the multidi-

SMost of the time, we just say Wright—Fisher space instead of Wright—Fisher Holder space.
GRecently, Bertucci, Lasry, and Lions [8] mentioned that “The addition of a common noise in the MFG setting remains
one of the most important questions in the MFG theory.” We feel that our paper may be one step forward in this direction.
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mensional simplex S,_; and eventually to the second order form of (1.1). Besides the forcing
uniqueness result, this is another interest of our work to incorporate population-genetics models
into MFGs; to the best of our knowledge, this is a new feature in the field. In this regard, it is
worth pointing out that, even though we do not speak about it in this paper, it is in fact possible
to explain the common noise at the level of a particle system by a diffusion approximation. We
refer to our companion work [3] for a complete overview.

In fact, we must stress that the recent work [8] (to which we already alluded in the footnote
6) also addresses a form of common noise for finite state MFGs. As explained therein, the key
point in this direction is to force the finite-player system to have many simultaneous jumps at
some random times prescribed by the common noise. Although we share a similar idea in our
construction, our common noise structure is in the end different from [8]: While the simultaneous
jumps in [8] are governed by a deterministic transformation of the state space, they here obey a
resampling procedure that is typical, as we have just said, of population-genetics models. More-
over, one of the questions in [8] is to decide whether the solution preserves monotonicity of the
coeflicients; in this regard, forcing uniqueness (outside the monotonous setting) is not discussed
in [8]. In fact, forcing uniqueness for MFGs was addressed in other works but in different set-
tings. Recently, Delarue [23] established a forcing uniqueness result for a continuous state MFG
obtained by forcing a deterministic (meaning that the players follow ordinary differential equa-
tions) MFG by means of a common noise. In this case, the common noise is infinite-dimensional
and henceforth differs from the most frequent instance of common noise used in the literature,
since the latter has very often a finite dimension, see e.g., [12]. At this point, it is worth mention-
ing that forcing uniqueness is studied in [57] under the action of a standard finite-dimensional
common noise, but for a linear quadratic MFG. This is due to the fact that the equilibrium dis-
tribution in that paper is Gaussian and is parametrized by its mean and variance, which reduces
the dimension of the problem. On a more prospective level, forcing uniqueness by common
noise might enable a selection criterion by taking small noise limit for cases where the limiting
problem does not have a unique equilibrium. This question was addressed in some specific cases
in [24] for a continuous state model and in [14] for a finite state model (see also [5]) and is the
purpose of the forthcoming work [15] in a more general setting (with a finite state space).

Once the master equation (1.1) has been solved, the equilibrium distribution of the mean
field game, which becomes random under the action of the common noise, is provided by the
solution of the forward component of the following stochastic mean field game system, given by
the forward-backward stochastic differential equation

d
aP} = > (Ple(P)) + (u] = ud),) = Pie(P]) + (u] - u)),))dt
j=1
\/_Z PiPI[W" — W,
(1.2)
du; = jleauﬂ uf ~ uj] - 2Z<ut—u’>2 + fl(Po)ar

s K P -
e DR | A Al R SR
V2 NP

1< j#k<d

with a given initial deterministic probability vector (Pf) = po.i)iegay for the forward equation and
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the terminal condition (u). = g'(Pr));cjay for the backward equation. The process (W, jeld:i#j)o<i<T
is a Wiener process and, as usual in the theory of backward stochastic differential equations, the
role of the processes (((v;”’k))OS,ST)[, kel j#k 1 to force the solution ((u))o<i<7)iefay to be non-
anticipating. The process ((P!)icpap)o<i<r is @ Wright-Fisher diffusion process (taking values in
the (d — 1)-dimensional simplex), see [32, 31, 55]; accordingly, the forward equation in (1.2)
must be interpreted as a stochastic Fokker-Planck equation on S,_;. The process ((uﬁ),-e[[d]] )o<i<T
stands for the game-value for the representative player and the system of equations that it solves
in (1.2) must be read as a (backward) stochastic Hamilton—Jacobi—Bellman equation on Sy_;.
The connection between (1.1) and (1.2) is given by the following relationship.
ul=Ut,P), and V= Vi@ Py,

where

£
V2
In fact, this relationship is the cornerstone to prove uniqueness of the solution of (1.1) through
a verification argument, see Theorem 4.3. This argument is inspired from the original four-
step-scheme in [52]; in the framework of continuous state MFGs, it has already been used in
[12, 10, 18]. On a more elaborated level, we should point out that the master equation has been a
key tool (e.g., see [10] for continuous state mean field games and [4, 17] for finite state mean field
games) to show convergence of the closed loop Nash-equilibrium of the N-player system to the
MFG equilibrium. In both [4, 17], there is no common noise and, in all the latter three cases, the
Lasry—Lions monotonicity condition is assumed to be force, which is obviously in stark contrast
to the setting of the current paper. The convergence problem in our setup is thus an interesting
question, which we resolve in our aforementioned work [3].

The rest of the paper is organized as follows. In Section 2 we introduce the MFG model and
provide preliminary versions of the main MFG and PDE results of the paper. The first one (Meta-
Theorem 2.7) states that the MFG with common noise admits a unique solution; the second one
(Meta-Theorem 2.9) states that the related master equation (1.1) has a unique smooth solution;
the last one (Theorem 2.10) is an a priori Holder regularity estimate for linear PDEs driven by
a merely continuous drift and a Kimura operator. In Section 3 we provide more material for
the analysis of PDEs set on the simplex. This allows us to formulate more rigorous versions
of Meta-Theorems 2.7 and 2.9, see Theorems 3.2 and 3.4. Section 4 is dedicated to the proofs
of Theorems 3.2 and 3.4, taken for granted the a priori estimate from Theorem 2.10. A key
point therein is to make the connection between the master equation (1.1) and the MFG forward-
backward system (1.2). The proof of Theorem 2.10 is the most demanding one of the paper
and is given in Section 5. The main two ingredients in the proof are the coupling construction
provided in Proposition 5.3 and the induction step in Proposition 5.6.

We now provide frequently used notation.

V(1 p) = — (8, U'(t. p) - 8, U'(t. p)) \DPx.

Notation. For a,b € R, we let a Ab := min{a, b}. We use the notation M to denote the transpose
of a matrix M. Moreover, we use the generic notation p = (p;)icfqy (With p in lower case and i in

P in upper case and i in superscript). For a subset A of a Euclidean space, we denote by Int(A)

the interior of A. Also, we recall the notation Sy_; := {(p1,--,ps) € R)? : Dy Pi = 1}
where [d] := {1,...,d}. We can identify S;_; with the convex polyhedron of R4-1 ng =
{(x1, -+ s xg-1) € RO)T 2 Yigpaoiy % < 1). In particular, we sometimes write “the interior” of

S,4-1; in such a case, we implicitly consider the interior of S;_; as the (d — 1)-dimensional interior
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of Syu_i. Obviously, the interior of S,_1, when regarded as a subset of R¢, is empty, which makes
it of a little interest. To make it clear, for some p € S;_;, we sometimes write p € Int(Sy_1),
meaning that p; > O for any i € [d]. We use the same convention when speaking about the
boundary of S;_;: For some p € S;_1, we may write p € 48, to say that p; = 0 for some
i € [d]. For p € S4_1, we write +/p for the vector (1/p1,-- -, \/pa). Finally, §; ; is the Kronecker
symbol and r, denotes the positive part of r € R.

2. Model and preliminary versions of the main results

The purpose of this section is to introduce step by step the model and then to provide pre-
liminary versions of our main results. Although not definitive, those versions should help the
reader to have a quick overview of the content of the paper. More complete statements are given
in the next section. As we already accounted for in the introduction, our general objective is to
prove that a relevant form of common noise may force uniqueness of equilibria to mean field
games on a finite state space, see Meta-Theorem 2.7. Our approach relies on the analysis of the
master equation (1.1), whose solvability is addressed by means of a suitable smoothing property
for so-called Kimura operators. We refer to Subsection 2.3 for an outlook on our PDE results.
The complete description of Kimura operators is postponed to Section 3.

2.1. A preliminary version of the mean field game

The first point that we need to clarify is the form of the mean field game itself. Whilst it
is absolutely standard when there is no common noise, the mean field game addressed below
takes indeed a more intricate and less obvious form in the presence of common noise. In fact,
the somewhat non-classical structure that we use throughout the paper is specifically designed in
order to be in correspondence with the class of second order differential operators on the simplex,
referred to as Kimura operators in the text, for which we can indeed prove the smoothing results
announced in introduction, see Subsections 2.3 for a first account and 3.2 for more details.

Clearly, the sharpest way to derive the form of mean field games that is used below would
consist in going back to a game with a large but finite number N of players and in justifying
that, under the limit N — oo, this finite game converges in some sense to our form of mean field
games. Instead, we directly write down our version of mean field game with a common noise on
a finite state space. Our rationale for doing so is that it allows the reader to jump quickly into the
article. If she or he is interested, she or he may have a look at our companion paper [3], in which
the discrete model is described in depth and the convergence problem is entirely resolved.

2.1.1. Mean field game without a common noise

When there is no common noise, our form of mean field game is directly taken from the
earlier works [36, 37]. In short, a given tagged player evolves according to a Markov process
with values in a finite state space E, which we will take for convenience as E = [d] :={1,--- ,d}.
Atany time ¢ € [0, T'], for a finite time horizon T > 0, she chooses her transition rates in the form
of a time-measurable d X d—matrix (8;”); jejay satisfying

Y20, Q%) Bi=-)B7 1el0T] @.1)

J#I



Given the rates ((ﬂﬁ’j )i jelld])o<i<T> the marginal distribution ((Qi)ieﬂd]l)()s,gy‘ of the states of the
tagged player evolves according to the discrete Fokker—Planck (or Kolmogorov) equation:

%Qi = > 0B, teloT, 2.2)
Jeld]
the initial statistical state (Qg)ie[[d]] being prescribed as an element of S;_;. In words, Qﬁ is the
probability that the tagged player be in state i at time .

With the tagged player, we assign a cost functional depending on a deterministic time-
measurable S,_;-valued path (P;)o<.<r, referred to as an environment and starting from the same
initial state as (Qy)o<;<r, namely Qg = Pf) for i € [d]. Intuitively, P, is understood as the statis-
tical state at time ¢ of all the other players in the continuum, which are basically assumed to be
independent and identically distributed. Given (P;)o<<7, the cost to the tagged player is written
in the form

T
T(Bosser, (Pooser) == | Ol Pr) + f O(f(tiP)+ Yl @3
ieldl 0 2 i
where g is a function from [d] X S;_; into R and f is a function from [0, T] X [d] X S
into R. To simplify the notations, we will sometimes write 8 for (8,)o<;<r and P for (P;)o<<7-
Accordingly, we will write J (B, P) for the cost to the tagged player.
In this setting, a mean field equilibrium is a path P = (P;)o<<r as before for which we
can find an optimal control (8} )o<;<r to J (-, P) such that the corresponding solution to (2.2) is
(Pyo<<r itself. We stress the fact that here P and Q are deterministic paths.

2.1.2. Stochastic Fokker—Planck equation

We now introduce a special form of common noise in order to force the equilibria to satisfy
a relevant form of diffusion processes with values in the simplex S,_;. To make it clear, our aim
is to force equilibria to satisfy the following stochastic variant of equation (2.2):

dPi = " Plaf'dr + iz > PP - W), (2.4)
Jeldl Jeld]

for t € [0, T], where ((W;’j Jo<t<T)i,jeld]:i+j 1S a collection of independent 14 Brownian motions,
referred to as the common noise, and @ = (@;)o<<r 1S a progressively measurable process (with
respect to the augmented filtration FY = (?';W)()S[ST generated by W = ((W,”j )i, jelldl:i%j)o<r<T ) Sat-
isfying (2.1). All these processes are constructed on some probability space (€2, A, P). Through-
out, we use the convention W = (W Yox<r = 0, for any i € [d]l. Above, the parameter
€ reads as the intensity of the common noise. Accordingly, the collection ((W;’j = (W;’j -
Wf’i)/ \/E)Ogg),-, jeld:i=; forms an antisymmetric Brownian motion.

Although it looks rather unusual, the form of the stochastic integration in (2.4) is in fact
directly inspired by stochastic models of population genetics. To wit, for i, j € [d]], the (i, j)-
bracket writes (with a somewhat abusive but quite useful notation in the first term in the right-
hand side below)

S = (2 S et w2 S Jelpawi - wi)

kelld] \/_ le[d] (25)

=g Z PiPIPAPY(6; 611 — 81101 ) = &*(Pio — PiP)).
k,le[d]
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The last term on the right-hand side is known as being the diffusion matrix of the Wright—Fisher
model, see for instance [32, 31, 55]. It is also the leading part of so-called Kimura operators, see
Subsection 3.2.

Below, we will be specifically interested in cases when the equilibrium strategies are in feed-
back form, meaning that @)’ = «(t,i, P;)(j) for a function o : [0,T] X [d] X Sy—1 x [d] >
(t, i, p, ) — «lt, i, p)(j) € R such that, for any (¢, p) € [0,T] X Sy—1 and any i € [d]],

(i, p)(j) 20, jeldl\{i}, «,i,p)i)=— Z (t, i, p)()), (2.6)

J#i

in which case (2.4) becomes a stochastic differential equation, the well-posedness of which is
addressed in the next section, at least in a setting that is relevant to us, see Proposition 2.2. The
function « is said to be a feedback strategy. One of the key point in the latter statement is that the
solution takes values in S;_; itself. Another key point is that, whenever each p{) is in (0, +00) and
each «(t, j, p)(i) remains away from zero for p; is in the right neighborhood of 0, the coordinates
of the solution are shown to remain almost surely (strictly) positive, which plays a crucial role
in the definition of our mean field game with common noise. Below, we ensure strict positivity
of the rate transition from j to i for p; small enough by forcing accordingly the dynamics at the
boundary of the simplex’ of the (d—1)-dimensional simplex (where d is the cardinality of the state
space); we make this point clear in §2.2.1. Importantly, if this additional forcing at the boundary
is strong enough, it also ensures that fo 1/Pidt has exponential moments of sufficiently high
order, see Proposition 2.3 For the time being, we observe that the strict positivity of the solution
(provided that we take it for granted) permits to rewrite the equation (2.7) in the form:

A . A P
Pl = " Pla(, j, P)(i)dt + &P} ) w/;ﬁ-dW{J’ 10,71, 2.7)

Jjeldl Jjeldl 4

where, for consistency, we have replaced a{’i by «(t, j, P;)(i).

Now that we have equation (2.7), we can formulate our mean field game. As we already
accounted for, the first observation is that the Brownian motions ((Wi'ﬂi)OS,ST),-, Jjeldl:izj 0 (2.7)
should be regarded as common noises (or the whole collection should be regarded as a common
noise). The second key point is that equation (2.7) should be understood as the equation for an
environment (P;)o<<7, candidate for being a solution of the mean field game. It thus remains to
introduce the equation for a tagged player evolving within the environment (P;)o<;<7. Our key
idea in this respect is to linearize (2.7) in order to describe the statistical marginal states of the

tagged player, provided fOT 1/Pidt is enough exponentially integrable, namely

J .
doi = " OB, j P)()dt + 20} \/gdW;”, t€[0,T1, (2.8)

Jeldl Jeldl !

where 3 stands for the feedback function (hence satisfying (2.6)) used by the tagged player
to implement her own strategy in the form of a progressively-measurable (with respect to the

7 We recall the convention introduced in the very beginning of the paper according to which the boundary is here
understood as the boundary of S;_; under the identification of S;_; and S;-; (and similarly for the interior). We take
this convention for granted in the rest of the paper.

8



filtration F% ) process B = ((Bﬁ’j = B(t,i, P)(J)ijegap)o<i<r- The main difficulty here is to
interpret (2.8) in a convenient manner. Notice in this regard that our choice to take here (8,)o<;<r
in a closed feedback form (or semi-closed since it depends on the environment (P;)o<<7) is only
for consistency with (2.7) and just plays a little role in our interpretation. Actually, one important
fact in this respect is that the variable Q§ in (2.8) should read as a conditional expected mass when
the tagged player is in state i at time ¢. Here, the reader must be aware of the terminology that
we use: We say conditional expected mass instead of conditional probability because, although
Q, is shown below to have non-negative entries and to satisfy E[Ycpy Q1 = 1, it may not be a
probability measure, meaning that .,y O; may differ from 1 with a positive probability, which
is the whole subtlety of our model.

In order to clarify the equation (2.8), we may indeed associate a Lagrangian or particle rep-
resentation with it. In the mean field game, we hence assume that the representative agent, at
time ¢, has not only a position X; € [d], but also another feature ¥, € R,, which we call a mass.
To state the dynamics more precisely, it is convenient to enlarge the current probability space in
the form of a product space (Q X E, A® G, P ® P), where (£, G, P) denotes another probability
space that is just used here (and nowhere else in the text). Whilst (Q, A, P) is still equipped with
the process W, (E, G, P) is now intended to carry the additional idiosyncratic noise to which the
representative player is subjected. Accordingly, both processes X = (X;)o<<r and Y = (Y))o<s<1
are constructed on the product space 2 X E. Our aim is then to show (at least informally) that,
when the environment P is given on the original space (Q2, A, P), the solution Q of (2.8) satisfies

Q; = E[YII{X,:i]]a i€ [[d]], (29)

which means that @ is in fact the conditional expected mass of the reference player, conditional
here being understood as conditional on the common noise. For a given realization of the com-
mon noise, the state process X is then required to obey standard Markovian dynamics of the
form

P(Xiuy = jIX; = i) = Bh+ o(h), 1€[0,T), h>0, i,jeldl, i#j (2.10)

the transitions B being as in (2.8), namely 8 = ((B;’j = B, i, P)()))ijean)o<e<r- Provided

fOT 1/Pidt is sufficiently exponentially integrable, the dynamics of Y are instead given by an
X-dependent equation:

c p/ . ) P P/ . .
dy, = —Y, —L (WXl — Wiy = Zy, 1ix—; —Ld(W™ — W, (2.11
, Q,Z\/X,( ) ﬁzz{x,}z e ). (2.11)

jeray Vi ield] jeld1 1

Writing informally dQ! as

dQ! = E[1jx-;dY;] + Z Q/pldr, te€[0,T], ieldl,
Jeldl

we then recover (2.8). For sure, this argument may be made rigorous. In particular, it may be
very convenient to represent the Markov dynamics of X in (2.10) by means of an extra Poisson
random measure constructed on (E, G, P), very much in the spirit of [16].

Remark 2.1. The very mechanism underpinning (2.10) and (2.11) is in fact different from the
true Wright—Fisher model even though it shares some similarities. Instead, when working with
9



a finite version of the game, we can force the players with a pure Wright—Fisher noise by resam-
pling their states (in [[d]]) independently, according to their instantaneous empirical distribution
at the times of a Poisson process. Such an approach is simpler as it bypasses any additional mass
process Y, but it has a serious drawback for the game: The empirical measure is then strongly
attractive since the system is resampled recurrently. This feature precludes any interesting devi-
ating phenomenon, whilst, in our model, the tagged player may really deviate (in law) from the
population. In the end, the macroscopic equation (2.7) for the population is a Wright—Fisher
diffusion, but the microscopic behavior of one particle in (2.10) and (2.11) is different. Notice-
ably, the state (X,Y) of the tagged player is hence encoded, at any time t € [0,T], in the form
(Yedix,=i))icpay- Since Qy in (2.9) is just the expectation of the latter quantity, the state variable
of the tagged player thus takes values within the same space as the feature Q; that is used to
describe its statistical behavior.

2.1.3. Cost functional and first formulation of the game
It now remains to associate a cost functional with the tagged player. Consistently with (2.3)
we here let

T
TB. Poser) = Y E|Orgti, Pr) + f 0P+ 3 Y JIBi PG| 212)

ield] 0 J#i

In the above left-hand side, (3 stands for the strategy used in the equation for Q@ = (Q,)o</<r in
(2.8); also, P = (P;)o<:<r denotes the environment (as the cost functional does depend upon the
environment), defined as the solution of (2.7).

Hence, for an initial condition py = (po,i)icfay € Sa-1 With positive entries (that is pg; > 0 for
each i € [d]), our definition of a mean field game solution comes in the following three steps:

1. Consider a feedback function « as in (2.6) such that (2.7), with pg as initial condition, has a
unique solution (P;)o<<r (say on the probability space (€2, A, P) equipped with a collection
of 1d Brownian motions (W, )o<<1)i jefay:izj» With the same convention as before that
Wil = (W")o<<r = 0 for i € [d]), which remains positive with probability 1; the process
(P;)o<i<7 18 then called an environment;

2. On the same space (Q2, A, P), solve, for any bounded and measurable feedback function (3,
equation (2.8) for (Q,)o<:<r With py as initial condition, and then find the optimal trajecto-
ries (if they exist) of the minimization problem

inf 7 (B, P). (2.13)

3. Find an environment (P;)o<;<7 such that (P;)o<<7 is an optimal trajectory of (2.13). Such
a (P;)o<<r 1s called an MFG equilibrium or a solution to the MFG.

The precise definition is given in the next section (Definition 2.6). Let us remark that an
equivalent definition could be also given in terms of the particle representation described above.
Indeed, for a given environment P and control 3, if X denotes the corresponding position of the
reference player and Y its mass, the cost (2.12) rewrites, thanks to (2.9), as

T
1
I (B, (Poi<r) = E| Yrg(Xr, Pr) + fo Y(f.XP)+ 5 1B Xt,P,)kj)iz)dr].

J#X:
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Then, a mean field game solution can be defined as a couple (x, P) such that « is optimal for
(2.13)and Pi = E[Y,l{x,:i”?—'tw], where X and Y satisfy (2.10) and (2.11) for the given « and P.

It is worth noticing that, whenever &€ = 0 in (2.7) and (2.8), the system (2.7)—(2.8) becomes
a simpler system of two decoupled Fokker—Planck (or Kolmogorov) equations that are similar
to (2.2). While existence of a mean field game solution (in the case € = 0) is by now well-
understood, uniqueness remains a difficult issue. In fact, there are few generic conditions that
ensure uniqueness. Generally speaking, the two known instances of uniqueness are (besides
some specific examples that can be treated case by case) the short time horizon case (namely T
is small enough in comparison with the regularity properties of the underlying cost coefficients)
and the so-called monotonous case due to Lasry and Lions [46, 45] (which does not require 7 to
be small enough). In short, the cost coefficients f and g are said to be monotonous (in the sense
of Lasry and Lions) if, for any p, p’ € S, and for any ¢ € [0, T'],

D (&lip) =gl NP p) 20, Y (ftisp) = ftis PN pi = p) 2 0. (214

ie[d] ielld]

The main goal of the rest of the paper is precisely to prove that, whenever € in (2.7)—(2.8) is
strictly positive, uniqueness may hold true for our MFG under quite mild regularity conditions
on the coefficients and in particular without requiring any monotonicity properties; in fact, the
main constraint that we ask is that the coordinates of the solutions of (2.7) stay sufficiently far
away from zero (provided that the coordinates of the initial condition themselves are not zero).
We address this requirement in the next subsection: Basically, it will prompt us to introduce a
new term in the dynamics of both (P,)p<<r and (Q;)o<<r to force the coordinates to stay positive.

2.2. New MFG and first meta-statement
As we already alluded to, an important observation is that, for any solution ((P::)ieﬂd]l)()s[sT to

(2.7), it holds
d( > P)=o, (2.15)
illdl

which can be easily proved by summing over the coordinates in (2.7). In particular, since the
initial condition is taken in S,_;, the mass remains constant, equal to 1. Subsequently, if the co-
ordinates of (P;)p<;<r remain non-negative (which we discuss right below), the process (P)o<;<r
lives in S;_1, which is of a special interest for us. In fact, non-negativity of the coordinates may
be easily seen by rewriting (2.7) in the form

dP! = a(t, P)dt + £ [ Pi(1 — P))dW, (2.16)

for a new Brownian motion (Wf)OSng, where a;(t, p) := X jeqaylp; (. j, p)(@) — pi(t, i, p)()],
for i € [d], and where the form of the stochastic integral follows from (2.5) with i = j therein.
(Notice that the form of a; differs from the writing used in (2.7), but both are obviously equiv-
alent since 3 jepqy (t, 1, p)(j) = 0.) We have that a;(t, p) = —Cp;, for a constant C > 0, since
o(t, j, p)(i) = 0 for j # i and we assume « bounded. By stochastic comparison with Feller’s (1d)
branching diffusion [25, Exercise 5.1], we easily deduce that the coordinates of (P;)p<;<r should
remain non-negative (the details are left to the reader and a rigorous statement, tailored to our
framework, is given below).

11



2.2.1. Equations that are repelled from the boundary

In the sequel, we are interested in solutions to (2.7) that stay sufficiently far away from the
boundary. As we already explained several times, the reason is that our uniqueness result is based
upon the smoothing properties of the operator generated by (2.7). Since the latter degenerates at
the boundary of the simplex, we want to keep the solutions to (2.7) as long as possible within the
relative interior of S;_;. In this regard, it is worth observing from [25, Exercise 5.1] that the sole
condition (2.6) is not enough to prevent solutions to (2.7) to touch the boundary of the simplex.
To guarantee that no coordinate vanishes, more is needed. For instance, in Feller’s branching
diffusions, the solution does not vanish if the drift is sufficiently positive in the neighborhood of
0. This prompts us to revisit the two equations (2.7) and (2.8) and to consider instead (notice
that, in the two formulas below, the value of «(t, i, P;)(i) is in fact useless)

dP) = " (PUe(P) + a(t, j, P)@) = Pilp(P)) + (e, i, PY())de + & > \[PIPIAW,”, (2.17)
Jjeldl Jeldl

and

. . 4 . . , P
dQ; = > (Q/(e(P) + B, j. PO@) = Qilp(P]) + B(t, i, PA())d + 80 ) \/;dw,’,
jeldl Jeldl 4
(2.18)

for ¢t € [0,T], with the same deterministic initial condition Py = (Pf) = po.i)iefay- Here the
function ¢ is a non-increasing Lipschitz function from [0, co) into itself such that

Kk r<oé,
o(r) .={ 0 r>26 (2.19)

0 being a positive parameter whose value next is somewhat arbitrary. As for x, we clarify its
main role in the statements of Meta-Theorems 2.7 and 2.9 and of Theorems 2.10, 3.2 and 3.4;
the reader may also find a taste of it in the three propositions right below. In the two equations
(2.17) and (2.18), & and 3 are the same as in (2.7) and (2.8). Hence, the drift in the first equation
now reads

ai(t,p) := Z (pj[sv(pi) +odt, j, p)D] = pile(p)) + o, i, p)(j)])- (2.20)

Jeldl
It still satisfies };cpqp @i(?, p) = 0. And, importantly, whenever p; = 0 (with p = (py,---, pa) €
S4-1), it satisfies a;(t, p) > k. In this framework, we have the following three statements, the
proofs of which are postponed to Subsection 3.4.

Proposition 2.2. Consider ¢ as in (2.19) with 6 € (0,1) and k > £*/2, for € > 0. Then, for a
bounded (measurable) feedback function « as in (2.6), the stochastic differential equation (2.17)
has a unique (strong) solution whenever the initial condition is prescribed and satisfies py; > 0
for each i € [[d]l and }icqy poi = 1. Moreover, the coordinates of the solution remain almost
surely (strictly) positive and satisfy Y cqay Py = 1, for any time.

The following statement provides a stronger version.

12



Proposition 2.3. Under the assumptions and notation of Proposition 2.2, for k as in (2.19) and
for >0, lety := k — (1 + D)e?/2. Then, the solution to (2.17) satisfies

1
exp (/ly f Fds)
0 s

sup E[(P)™| < Cpgl,  for eachi € [d], (2.22)

0<t<T

E < Cpyt, foreachie [d], (2.21)

together with

for a constant C that only depends on 6, k, A, T and on the supremum norm of «.

Proposition 2.4. Under the assumption and notation of Proposition 2.2, assume that 3 is bounded
and measurable and that « in (2.19) satisfies k > (61 + d)&>. Assume also that the initial con-

dition po = (po.)iefa) € Sa-1 of (2.17) has positive entries (that is po; > 0 for each i € [d]).

Then, for any initial condition qo = (qo.)icfay € Sa-1 (possibly different from p), (2.18) has a

unique pathwise solution ((QNo<i<r)iefay- 1t satisfies E[supy,r Q] < oo for any i € [d]. The

coordinates of the solution are (strictly) positive and satisfy

E[Z Q;] = 1. (2.23)

2.2.2. Reformulation of the game

We now have most of the needed ingredients to formulate the setting to which our main
result applies. Roughly speaking, our result addresses the mean field game associated with the
pair (2.17)—(2.18) instead of (2.7)—(2.8) and with the cost functional (2.12); so this is the same
MFG as the one described in Subsection 2.1 except for the fact that we included the forcing ¢ in
the state equations and that, in the equation (2.18), we will allow for a more general (random)
rate function instead of the feedback function (3. So, in lieu of (2.18), we will consider (in the
mean field game)

; P T , P
0l = " (Q/(e(P) +B) - Qilp(P)) + B)))dt + 80} >’ \/;dw;’, t€[0,T]. (2.24)

Jeld] Jeldl 4

Here, ((,8;” Jo<i<7)i,jela] 15 a collection of bounded IE‘W—progressively—measurable processes that
are required to satisfy -
>0 i, jeldl i#j (2.25)

(Notice that the diagonal terms ((Bﬁ’i)oﬁ,g);e[[d]] play no role.) Such processes are called admis-
sible open-loop strategies. Somehow, this is to say that we can work (at least for (2.18)) with
strategies that may depend upon the whole past of the environment P = (P;)o<;<7, Which is in
contrast to strategies of the form (3(¢, i, P;)(j))o<:<r in (2.18) which depend, at time ¢, on the en-
vironment through its current state only. Latter strategies are said to be semi-closed. We explain
below how such semi-closed strategies manifest through the master equation.

Remark 2.5. We let the reader check that Propositions 2.2 and 2.3 given above, see Subsection
3.4 for their proofs, can be also extended to the case where the process ((o(t, i, P;)()))i,jefan)o<i<t
in (2.17) is replaced by a more general bounded progressively measurable process ((aﬁ’j )i, jelld])o<i<T
satisfying the analogue of (2.25). The proof of the solvability of (2.17) in the statement of Propo-
sition 2.2 is even simpler since ((@)’); jejap)o<i<r is then in open-loop form. Similarly, we can
replace (2.18) by (2.24) in the statement of (2.4).

13



Importantly, we regard the two cost coefficients f and g in (2.12) as being defined on [0, T'] X
[d] X Sy4-1 and [d] X S,-; respectively. To make it simpler, we write gi(p) for g(7, p) and fit, p)
for f(z,1i, p). Accordingly, for a progressively-measurable strategy 8 = ((B;”); jefap)o<i<r. the cost
functional becomes

i i ! i £i 1 i,j|2
g6.p = Y Eloeen+ [ olrar 3 Y e
i€[ld] JE
where (Q;)o<<r solves (2.24), with Qp = Py (the latter being equal to some deterministic py €
Sa-1)-

Definition 2.6. Given a deterministic initial condition py, a solution of the mean field game
(with common noise) is a pair (P, &) such that

(i) P = (P)o<r is an Sq_1-valued process, progressively measurable with respect to FV,
with pg as initial condition, and « : [0, T] X [d]] X S4-1 X [d]] = R is a bounded feedback
strategy;

(ii) P and o satisfy Equation (2.17) in the strong sense;
(iii) J (e, P) < J(B, P) for any admissible open-loop strategy B.

We say that the solution (P, &) is unique if given another solution (F, X), we have P, = P, for
any t € [0,T], P-a.s., and «(t, i, P;)(j) = «(t, i, P,)(j) dt ® P-a.e., for each i, j € [d].

We recall that the probability space and the Brownian motion W are fixed and then Equations
(2.17) and (2.24) have unique strong solutions. The above hence defines strong mean field game
solutions, in the sence that P is adapted to F". For a comparison between strong and weak MFG
solutions, in the diffusion case, we refer to [12, Chapter 2].

Here is now a meta form of our main statement.

Meta-Theorem 2.7. Assume that the coefficients f and g are sufficiently regular. Then, for any
€ € (0, 1), there exists a threshold ky > 0, only depending on &, ||f||c, |Igllc and T, such that, for
anyk > kpand 6 € (0,1/(4 \/c_l)), and for any (deterministic) initial condition (po)icfay € Sa-1
with positive entries, the mean field game has a unique solution as defined by Definition 2.6.

The statement is said to be in meta-form since the assumptions on f and g are not clear. The
definitive version is given in Theorem 3.2 below and the proof is completed in Section 4.2.

Remark 2.8. At this stage, it is worth mentioning that our notion of solution, as defined in Def-
inition 2.6, could be relaxed: Instead of requiring the strategies to be in feedback form (namely,
in the form ((odt, 1, P)(j))i jeran)osi<r )»» we could allow them to be in open-loop form (namely, to
be given by more general bounded progressively-measurable processes ((aﬁ’j )i jelan)o<i<t ). Our
claim is that Meta-Theorem 2.7, and in fact Theorem 3.2 as well, extend to this case: The solution
given by Meta-Theorem 2.7 and Theorem 3.2 remains unique within the larger class of open-loop
solutions. The proof is exactly the same. Actually, our choice to use feedback strategies is for
convenience only since we feel better to keep, in our main statements, the same framework as the
one used in the exposition of the problem.

Moreover, we are confident that our result also extends to random initial conditions, but the
proof would certainly require an additional effort since the initial conditions should then satisfy
suitable integrability properties. To wit, an expectation must be added to the right-hand side
of both (2.21) and (2.22) when (po,i)icjay becomes random: The resulting expectations might be
infinite unless some integrability properties are indeed satisfied.
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2.3. Overview of the PDE results

The proof of Meta-Theorem 2.7 (or equivalently of the definitive version Theorem 3.2) is
highly based upon the so-called master equation associated with the mean field game. We refer to
[9, 10, 12, 49, 50] for foundations of the topics for mean field games set on R? and to [4, 17, 8, 48]
for related issues for mean field games with a finite state space.

2.3.1. Well-posedness of the master equation

Generally speaking, the master equation here takes the form of a system of nonlinear parabolic
equations driven by a so-called Kimura operator, the latter being carefully described in Section
3. This system is nothing but the system of second order PDEs (1.1) stated on the (d — 1)-
dimensional simplex. Although the formulation of (1.1) looks fine, it is in fact rather abusive
since S;_; has an empty interior in R: In other words, except if the unknown U’ therein is
defined on a neighborhood of the simplex, the derivatives that appear in the equations are not
properly defined. Although we just clarify this point in the next section, we feel useful to state a
preliminary version of our main result on the well-posedness of (1.1). Very much in the spirit of
Meta-Theorem 2.7, we have it in the form of a meta-statement.

Meta-Theorem 2.9. Assume that the coefficients f and g are sufficiently regular. Then, for any
e € (0,1), there exists a threshold ky > 0, only depending on &, ||f|lw, |Igllc and T, such that,
for any k > kg and 6 € (0,1/(4 \/3)), the master equation (1.1) has a unique smooth solution
U=U',---,U9.

Similar to Meta-Theorem 2.7, Meta-Theorem 2.9 leaves unclear the assumptions on f and g
as well as the smoothness of the solution of the master equation. The definitive version is given
in Theorem 3.4 below; this includes a clear definition of the various derivatives that appear in
(1.1). We refer to Section 4.3 for the proof.

2.3.2. Smoothing estimates for PDEs set on the simplex

Solvability of the master equation (1.1) is clearly the main issue in our analysis. In fact, the
key step in our approach is to prove a priori estimates for a so-called linear version of the master
equation, the latter being obtained by freezing the nonlinear component U therein. To make it
clear, the linear analogue of each equation in the system (1.1) may be written in the generic form

it p)+ ) () + byt p) + pib5(t, p))A,,u(t, p)

Jjeldl
2
&
t3 Z (pjSk = Pipi)D, ,u(t, p) + h(t, p) = 0, (2.27)
Jkeld]
w(T, p) = {(p),

for (¢, p) € [0,T] x Int(Sd_l) (Int(ﬁd_l) being here regarded as a subset of Sy_1), b = (b)) jefay :
[0,T] x Sd—l e (R.,.)d, b° = (bj-)je[[d]] : [0, T] % Sd—l e Rd, h . [0,T] x Sd—l — R and
¢ : S4-1 — R are bounded and satisfy

D (e +bitt,p) + pib5e,p) =0, 1€l0,T], peSay, (2.28)
Jeld]

the unknown u in (2.27) being here real-valued (in words, it is an equation and not a system
of equations). Obviously, the function ¢ is the same as in (2.19) and the constraint (2.28) is
15



reminiscent of (2.6) as it guarantees that the diffusion process associated with (2.27) leaves the
simplex invariant.

The technical result below is the core of our paper. It provides an a priori Holder estimate
to solutions of (2.27) under the rather weak assumption that b and b° are merely continuous.
This is made possible under the constraint that ¢ points inward the simplex at the boundary in
a sufficiently strong manner, whence our need to have « large enough in Meta-Theorems 2.7
and 2.9. Differently from the latter two, this new statement must be regarded as being complete
except for the fact that the notion of derivatives in the PDE (2.27) must be clarified.

Theorem 2.10. Assume that (b)) jejay, (b?)jeray and h are time-space continuous and that € is
Lipschitz continuous (we let |||} = |||l + SUP [€(p) — €(PI/\p — ql). Then, there exists

an exponent nn € (0, 1) such that, for any given 6 € (0,1/(4 Vd)) and € € (0, 1), we can find a
threshold ko > 0, depending on € and (|\bj||«) jegay, Such that, for any k > ko, we can find another
constant C, only depending on 6, &, &, (I1bjllw) jefar, (1b5llo) jean, Ihlloo, 1€ll1,00 and T, such that

any solution u € C**([0, T] x Int(éd_l), R) N C°([0, T] X Sy_1,R) of (2.27) satisfies

|ut, p) = u(s, @l < C(t = s> +1p = qI"), (5,0 € [0, T, (p,q) € Su1.
Moreover, ||ul|w is less than ||€]|e + T||h|co-
The proof of the theorem is provided in Section 5.
Remark 2.11.

1. The notation C"? in the statement is here understood in the usual sense: u is required to
be once continuously differentiable in t and twice continuously differentiable in p on the
interior of the simplex, the notion of derivative being fully clarified in Subsections 3.1 and
3.2. As for the notation C°, it refers to functions that are continuous in (t, p).

2. We stress that we are not aware of any similar a priori Holder estimate in the literature.
There are some papers about the Holder regularity of elliptic equations with degeneracies
near the boundary, but they do not fit our framework (besides the obvious fact that the
underlying equations are elliptic whist ours is parabolic): We refer for instance to [38] for
a case with a specific instance of drift that does not cover our needs. We also emphasize
that the Holder estimate in Theorem 2.10 does not depend on the modulus of continuity of
the coefficients (b)) jefa, (b;) jera) and h. In fact, we here assume the latter to be continuous
for convenience only as it suffices for our own purposes. We believe that the result would
remain true if (bj) jegay, (05) jejay and h were merely bounded and measurable; this would
require to adapt accordingly the proof, which consists in mollifying the coefficients, as
explained in the introduction of Section 5, see in particular footnote (16).

3. On another matter, it is worth noticing that we may trace back explicitly the dependence of
ko over €. The key point in the proof is inequality (5.35), which shows that k) may be taken
of the form ko = £72Ko0, for koo only depending on (||bjlle) jefay- The parameter 1 therein is
a free parameter that is eventually chosen as 1/2, see the discussion after Proposition 5.6.
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3. From Wright-Fischer spaces to complete statements

The purpose of this section is twofold. First, we introduce useful material for studying the
PDEs addressed in the article. By the way, we provide a more rigorous formulation of the two
equations (1.1) and (2.27), using appropriate systems of derivatives. This allows us to obtain
complete and definitive versions of the two Meta-Theorems 2.7 and 2.9. In a second step of
the section, we provide the proofs of Propositions 2.2, 2.3 and 2.4 that we used in the previous
section to formulate our MFG.

3.1. Reformulation of the master equation

On the road towards a complete version of Meta-Theorem 2.9, we first provide a more rigor-
ous formulation of the master equation (1.1) since the latter should be regarded as a PDE stated
on a (d — 1)-dimensional manifold.

3.1.1. Local coordinates

The first way is to reformulate the master equation in so-called local coordinates, using the
identification of S;_; with Sd_l ={(x1, ,x4-1) € (R4 Diefd—17 Xi < 1} (see the introduc-
tion for the notation). For a real-valued function % defined on S,;_;, we may indeed define the
function

ili(p_i) = h(p) = h(pls' 5 Pi-1s 1 - Zpk9pi+l,' o spd),
k#i (31)

with p~ = (Pl,"' s Di—1s Pisls " ,Pd),

for p € S;_; and hence p~/ € Sd_l, and for i € [d]. We then say that % is differentiable on S,
if i is differentiable on Sd,l for some (and hence for anys) i € [d]. In case when £ is defined on
a (d-dimensional) neighborhood of S;_1, we then have Bpfz"(p"') = 0p,h(p) = 8,,h(p), for j # i.
We then end up with

8,1 (p™) = 0, i (p™) = 8,,h(p) — 0, h(p), (3.2)
for any j,k € [d] \ {i} and p € S,4_;. Similarly, the second order derivative may be written as
2 fic -y _ a2 2 2 2
6Pkah (P ) - aP,ith(p) - aPinh(p) B aPith(p) +0 ipih(p)’ (3‘3)

and the second order term in (1.1) with 4 = U’ (the reader should not make any confusion
between U' and A': U’ is the ith coordinate of the solution to the master equation whilst /' is the
projection of i, whenever the latter is real-valued, onto a real-valued function on S,_;) becomes

& & Rieo i
> Z (pjoji — P,ij)ﬁijpkh(P) =7 Z(Pj6 ko Pjpk)a,z)jpkh (™), (3.4)
Jokelldll Jk#i

for p € S;_;1. In fact, according to the definition of the Wright—Fisher spaces in the forthcoming
§3.2.2, we will consider functions that are just twice-differentiable on the interior Int(S,-;) of
the simplex and for which the second-order derivatives may not extend to the boundary of the
simplex.

. SIQ order to prove the differentiability of hJ for any j € [d] \ {i}, it suffices to see that (say that j > i to simplify)
W(p™) =nh(p1,+,pi-ts Pists s Pjts | = Xz j Ph> Pjir1s -
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3.1.2. Intrinsic derivatives

Equivalently, we may formulate the derivatives in (1.1) in terms of the intrinsic gradient on
S4-1, regarded as a (d — 1)-dimensional manifold. Indeed, whenever 4 is defined on a neighbor-
hood of S,_i, we may denote by VA = (8, h,...,8,,h) the standard gradient in R?. Identifying
the tangent space 74— to the simplex at a given point p € S;_; with the orthogonal space to
the d-dimensional vector 1 = (1,---, 1), the intrinsic gradient of A, seen as a function defined
on the simplex, at p identifies with the orthogonal projection of VA on 7,_;. We denote it by
Dh := (dh,...,d.h), that is

1 1
Dhi=Vh-—(1-Vi)L: dphi=d,h— > o,k icldl,
Jjeldl
or, equivalently (which allows to define DA when # is just defined on Sy_1),

1

bp,h(p) = _E Zapjili(pii)’ p e Sd—l~

J#i
Of course we have 3};0,.h =1-Dh = 0by construction’. And the following holds true
2, h(p) = 0y, h(p) = By, h(p) = By h(p).

fori, j € [d] and p € Sy_;. As for the second order derivatives, we have!”

1 1
0 H(P) = 8y 1P = = D (0, () + 05, WP + =5 D 8, hp)
kelld] k.leld]

1 2 pif i 1 2 pifo—i
= d_ZZaPkPlh (p )_ Ezapkpjh (p )’

k,l#i k#i

(3.5)

9When £ is just defined on the simplex, the proof is slightly less obvious, but it may be achieved by checking that
(?l,jfzi(p’i) = —0piflf(p’j), fori # j. And then, Yicqy 2 j=i 6pjfzi(p’i) = = Dield] 2 ji 0piftf(p’j). By Fubini’s theorem,
the latter is also equal to — ¥ jejay Zizj 6p/.f1f(p’f) = = Yield] Zj#i 8p[izj(p’j), from which we deduce that it is indeed
equal to 0.

19The second line follows from the identity &, 4/(p™/) = 8, h'(p™) = 8, hi(p™) if 1 # i and 8, I (p™7) = =0, A (p™7)
if I = i, which, in turn, implies

1 —i 1 1 T ST PR
B, Cpy ) = =2 > By (07 = =2 0= D [0 ) = 8y, ] + 0,7
ki ki I#i,j

- _é Za,,k(—é DO () + by, i)
I#i

k#i
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and then the second order term in (1.1) (with & = U’, see (3.4)) becomes'!
D o= PP, D) = D (6= PN h
Jikeld] Jikeld]
since Yepay(Pjdjx — pjpr) = 0 for any j € [d].
3.1.3. Two equivalent formulations

In the end, the master equation (1.1) may be written in two equivalent forms. The first one
may be written in terms of the derivatives in (3.2)—(3.3):

: 14 : . A ,
Ut p) = 5 DU p)y - U, p)E + Fie. )+ Y. w(pplUe p) = U'tr, p)]
=1 jeld]
+ 3" > (peletop + Uk p) - UV, p), ]

j#i keld]]

~ pile(p) + (U1, p) - UM, p)),1)8,, U (1. p™)

e —i & pared i
=& 3 PO UV (™) + 5 i = pipod,, (U (1 p™) = 0,
J# Jok#i
U'(T, p) = ¢'(p),
(3.6)

for (¢, p) € [0,T] X Int(Sd_l). Above, the function {U?}' is defined on Sd_l in the same way as
before, namely {U'}(r, p™) = U'(t,p1,-- , pi-t» 1 = X jsi Pj» Piv1> -+ » Pa), for p € Sq_y. For
sure, we could rewrite the equation for U’ in terms of the variable p~/ (instead of p™) for another
index j # i, but this would be of little interest for us. In fact, we will make greater use of a second
form of (1.1) that may be written in terms of the intrinsic derivative:

: 1 , A , :
aU't.p) = 5 DU p) = Ul p); + Fie.p)+ ) pplUI(t, p) = U'te, p)]

j=1 Jjeldl
+ > peletpp) + (U p - U, p)). 1 (55, U2, p) = 0, U2, )
Jikeld] (3.7)
2
. . For .
+68 ) 0 (3 U p) =0, U )+ 5 ) (idj = pipd; Ut p) =0,
i Jikelldl

UT,p) =& (p).

" The result may be also proved by combining (3.4) and (3.5), hence bypassing the derivatives of i themselves. Indeed,

1 .
2 2 ko —k
> 0o = pipd} k= - > (i = pipi) Y0, B (™)
Jikeld]l Jjikeld] £k

1 Pic =i Pic =i Pico—i
=-g DT wisic—pipod(D [0, W™ = 8, K] = 82, W (p™)
Jikeld]l I#k,i ’ ’

l ~7 —i A _
=74 Z (Pjdje = p_/pk)(z Fpp W07 = d- af,kpjh'(p H)
Jikeld] 17
= > piSik— P, W (p).
Jikeld]
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for (¢, p) € [0, T] x Int(Sy_).

3.2. Kimura operators

We now clarify the choice of the functional spaces for f and g in Meta-Theorems 2.7 and
2.9 and for U in Meta-Theorem 2.9. Basically, we take those spaces from a recent Schauder like
theory due to Epstein and Mazzeo [28] for what we called Kimura operators, the latter being
operators of the very same structure as the second order generator of (2.7), which we will denote
by (Li)osi<r-

3.2.1. Normal form
Following (2.5), we get (at least informally) that, for any twice differentiable real-valued
function 4 on R?,

2
£
Likp)= ) ait.p)ph(p)+ = > (pidiy = pip)3, hp). (3.8)
ielld] i, jelld]

Obviously, we here recover the same second-order operator as in the master equation (1.1), but
as we have just explained, this writing is rather abusive. For sure, we have introduced in the
previous subsection convenient systems of coordinates and of derivatives that permit to get a
more rigorous form. However we need here a more refined formulation of (3.8) that brings out
the degeneracies of the operator and, most of all, that fits the framework of Definition 2.2.1 for
Kimura operators in the aforementioned monograph [28]. In this regard, it is worth noticing that
the second-order term in £, is obviously degenerate when it is acting on functions defined on R¢.
This follows from the fact that the matrix (p;0; j— pip )i jefay has (1, - - - , 1) in its kernel whenever
(p1,- -+, pa) is in Sy_1; this is somehow the price to pay for forcing the solutions to (2.7) to stay
within S;_;. More subtly, we are concerned in the rest of this section with the degeneracies of
L, when it is truly acting on functions defined on the simplex and hence when it is expressed in
local coordinates.

In case when the drift a in (3.8) is zero, £, becomes time independent and coincides with
the generator of the d-dimensional Wright—Fisher model. In case when a is non-zero but is
time-independent and satisfies

ai(p)=0 ifp;=0, (3.9)

(which means that a points inward at points p that belong to the boundary of Sa1), the operator
L, itself becomes a time-homogeneous Kimura diffusion operator. Below, we make an intense
use of the recent monograph of Epstein and Mazzeo [28] on those types of operators, see also
[19, 43, 56] for earlier results. The key feature is that, under the identification of S;_; with
Sy_1, we may regard the simplex as a d — 1 dimensional manifold with corners, the corners being
obtained by intersecting at most d — 1 of the hyperplanes {x € R! : x; = 0}, ..., {x € R :
Xgo1 =0l {x e RV xy 4+ -+ + x4 = 1} with Sd_l (we then call the codimension of the corner
the number of hyperplanes showing up in the intersection). Accordingly and consistently with
the analysis performed in Subsection 3.1, we can rewrite (3.8) as an operator acting on functions
from S;_; to R, the resulting operator being then a Kimura diffusion operator on Sa_1. It suffices
to reformulate (3.8) in terms of the sole d — 1 first coordinates (py, - - - , pg4—1) or, more generally,
in terms of (p;)icfap\yy for any given coordinate / € [d]. Somehow, choosing the coordinate /
amounts to choosing a system of local coordinates and, as we explain below, the choice of [ is
mostly dictated by the position of (py, - - - , ps) inside the simplex. For instance, whenever all the
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entries of p = (py,- -+, pq) are positive, meaning that (py,--- , ps—1) belongs to the interior of
S4-1, the choice of [ does not really matter and we may work, for convenience, with [ = d. We
then rewrite the generator £;, as given by (3.8), in the form

d-1

Lh) = aitt, 00, hx) + = Z(x, i = xix ) h(x), (3.10)

i=1 1]1

where now x € Sd_l , hiis a smooth function on R¢~! and a;(t, x) = a;(t, X), with X = (x1, -+ , xg-1, 1—
X1 —---—x4-1). Following the computations of Subsection 3.1, the connection between (3.8) and
(3.10) is that £,A(x) = L{h(X)}, whenever h is defined from & through the identity h(x) = h(X).

Importantly, we then notice that, in the interior of Sd_l, f, is elliptic. Indeed, for any
(1, xg-1) € S and (€1, -+, €qop) € RYTL,

d—-1
> iy - xix))és = Z i - (Z éix,) >N En- Y 5> Ex
ij=1 i=1 i

@3.11)

1
e
N
=

—_

—_

=
<

~

i=1 Jj=1

which suffices to prove ellipticity whenever xy,--- , x4-; > 0 and Zd‘l x;j<1.

Take now a corner of codimension / € {1, ceed = 1) I the [ hyperplanes entering the
definition of the corner are of the form H;, = {x € Rd’l cx;, =0}, H, ={xeRI: x; =0},
forl <i; <ip <---<i;<d-1,then we can rewrite (3.10) in the form

A s & - g - ) .
Lihtoy =5 X (= x)xd b0 + 5 Y (65 = w09 h0) + Y it )0,h(x)
iel jkgl iel

&2

-5 Z X0 h(x) - &2 Z xix, 02 h(x) + Za,-(t, 00y, h(x),

ijeli#j icl, j¢l i¢l

(3.12)

with I = {i;,--- ,i;}. Here, we observe from (3.9) that a;(¢, x) > 0if i € I and x € Nje;H;. Also,
as long as x belongs to Nje;H; but (x;) e and 1 — 3 ;4; x; remain positive (which is necessarily
true in the relative interior of N ;e H; N S‘d,l ), then, by the same argument as in (3.11), the matrix
(xj(0;x — Xx)) jker s non degenerate. Hence, up to the intensity factor &, the above decomposition
fits (2.4) in [28, Definition 2.2.1], which is of crucial interest for us'?.

Assume now that the corner of codimension / is given by the intersection of the hyperplanes
xeR¥:x, =0} ..., {xeR" : x; =0}and {x € R : x; +--- + x4 = 1}. In order
to recover the same form as in [28, (2.4)] (or equivalently in (3.12)), we perform the following
change of variables: consider (yi,---,y4-1) := (D1, , Pi~1> Pij+1> - * » Pa) @S a new system of
local coordinates, for some given index i; € {i;_; + 1,---,d — 1} (which is indeed possible if
ii-1 <d — 1;if not, i; must be chosen as the largest index that is different from iy, --- ,i_1,d and

12The reader may also notice that, in [28], the operator .£; is passed in a normal form, see Proposition 2.2.3 therein
which guarantees that such a normal form indeed exists. Here the change of variable to get the normal form may be easily
clarified by adapting the 1d case accordingly, see [27]: It suffices to change x; into the new coordinate arcsin®( Vxi). In
fact, the normal form in [28] plays a key role in the definition of the Wright-Fischer Holder spaces that we recall in the
next paragraph.
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hence is lower than i;_;, which asks for reordering the coordinates in the change of variables).
For a test function / as before, we then expand L [h(p1,- -+ , pi-1, 1 = X jzi, Pjs Pir 41, + » Pa)] as
before and check that we recover the same structure as in [28, (2.4)], but in the new coordinates.
This demonstrates how to check the setting of [28, Definition 2.2.1].

3.2.2. Wright—Fisher spaces

The rationale for double-checking [28, Definition 2.2.1] is that we want to use next the
Schauder theory developed in [28] for Kimura operators. This prompts us to introduce here
the functional spaces that underpin the corresponding Schauder estimates.

For a point 0 e Sd_l in the relative interior of a corner C of Sd_l of codimension / €
{0,---,d — 1} (if I = 0, then x° is in the interior of Sd_l), we may consider a new system of
coordinates (yi,- -+ ,yq-1) (of the same type as in the previous paragraph) such that C = {y €
Sd_l cyy, ==y, =0}, forl <i <--- <. Letting I := {ij,---,i;} and denoting by

(1), cee ygfl) the coordinates of x° in the new system (for sure yg =0forj=1,---,]), we may
find a 6° > 0 such that:

1. the closure W(é“, 2% of UW°, x0) = {y e R : SUP;_y .. g1 Vi — y?l < 6%} is included
in Sy,

2. foryin U©B°, x°), for j ¢ I, yj >0,
3. fory in U6, x°), for y; + -+ + ya1 < 1 —8°.

A function / defined on U(&°, x°) is then said to belong to %&F(a(éo, x%)), for some y € (0, 1),
if, in the new system of coordinates, h is Holder continuous on T{(éo,xo) with respect to the

distance!?
d-1
dy,y) = ) | Vyi - \/;, (3-13)
im1
‘We then let ~ A
R . [A(y) = h(Y")
1Al g0y = sup RO+ sup  —————
‘y,(l{(éo, 0) yeﬂ(&o,x") y,y/Ea((SO,XO) d(y9y )’)/

Following [28, Lemma 5.2.5 and Definition 10.1.1], we say that a function h defined on U (69, x%)

belongs to ‘fé}y(ﬂ(éo, x%)) if, in the new system of coordinates,

1. h is continuously differentiable on UGB, x%) and h and its derivatives extend continuously
to U(6° x°) and the resulting extensions belong to G (U6, x°));

13 There is a subtlety here: In fact, the distance used in [28, (1.32), (5.42)] is defined in terms of the coordinates that

are used in the normal form of the operator, see footnote 12. So rigorously, we should not use the variables (y,- - ,y4-1)
but the variables (arcsin?( VY, ,arcsin?(4/yg_1)) in the definition of the distance. Fortunately, since we have the

condition y; + - + yg_; < 1 —6°, the change of variable y; — arcsin?( /i) is a smooth diffeomorphism, from which
we deduce that the distance (3.13) is equivalent to the same distance but with the new variables. And, in fact, once we
have made the change of variables, there is another subtlety: The reader may indeed notice that the distance defined in
(3.13) does not match the distance defined in [28, (1.32), (5.42)] since, for j ¢ I, we should consider [y; — y’/l instead of

[y = \/;;I. Anyhow, since y; and y;. are here required to be away from 0, the distance used in [28] is equivalent to ours.
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2. The function / is twice continuously differentiable on U, (6%, x%) = U©°, xo)ﬂ{(yl ,o oy Va-1) €
R :Viel, y; > 0}. Moreover!?, for anyi,jelandanyk,[ ¢ I,
lim V505, h0) =0, lim 5o, ) =0, (3.14)

min(y;,y;)—0,

and the functions y ~ \/y,-yjafiy‘fl(y), y b 302, h(y) and y — 82 hi(y) belong to

YiYk YY1
Eo(U(6°, x°)) (meaning in particular that they can be extended by continuity to U(6°, x°)).

‘We then call

d-1

) o . L

Wl etioo.y = Willysaaoo.ny + D 195 Bllysaacoooy + ) 1IN0, Allyson )
a

ijel

2 7 2 7
+ D185 Al 0y + ) D NG llyaao 0,

k¢l iel k¢l

12

where /vy jﬁf,iyfz is a shorten notation for y — /3y ,ag,_yjz(y) (and similarly for the others).
For a given finite covering Ui’i I‘Ll(éo, x4y of S,_, a function /i (or equivalently the associated
function 4 defined on S,_;) is said to be in %\3;;7(8(1_]) if & belongs to each ‘5&,;7(‘[1(50, x00)).

We then let

K
Wlsy = > Whllaayren 00
i=1

We refer to [28, Chapter 10] for more details.

1+y/2,2+y
%WF

A similar definition holds for the space ([0,T] x S;_1) of functions that are once

continuously differentiable in time and twice continuously differentiable in space, with deriva-
tives that are locally y-Holder continuous with respect to the time-space distance (in the local
system of coordinates)

D((1,y), (', Y)) ==t =" + d(y,y"). (3.15)
To make it clear, a function / defined on [0,T] Xﬂ(éo, x%) is then said to belong to %\{/}3 ([0, T %

a(éo, xo)_), for some y € (0, 1), if, in the new system of coordinates, % is Holder continuous on
[0, T] X U, x°) with respect to the distance D. We then let

h

X A2, y) = bty
i = sup |h(t, y)l + sup .
2,310, TIXU(S0,x0 - -
v/2,y:10,T] ¢ ) ([,y)E[O,T]X(ll((SO,XO) 1rel0,T], y,y/ErLl((sO,XO) D((t’ y)9 (t” y’)))’

Following [28, Lemma 5.2.7], we say that a function & defined on 2/(6°, x°) belongs to the space

‘5\,]\,?/ 2’2”([0, T1 x UG, %) if, in the new system of coordinates,

1. his continuously differentiable on [0,T] x U0, x0); h and its time and space deriva-
tives extend continuously to [0, 7] X U°, x%) and the resulting extensions belong to
G ([0, T] x UG, x°)):;

14Gimilar to footnote 13, the reader should observe that, in [28, Lemma 5.2.5 and Definition 10.1.1], the two limits in

(3.14) are in fact regarded in terms of the coordinates used in the normal form of the operator. To make it clear, we should
here require limmin(; )0, VZiZj /-Bgizjf(z) = 0 with (21, ,z4-1) = h(sin®(\ZD), -~ ,sin*( yZg-1)) (and similarly for
the second limit). It is an easy exercise to check that (3.14) would then follow.
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2. The function £ is twice continuously differentiable in space on [0, 7] X U.(8°, x°). More-
over, for any i, j € I and any k,[ ¢ I,

: 2 7 _ : "2 7 _
. (},{?})—»m VI8t ) = 0, lim Vyidy,, h(t,y) = 0, (3.16)
and the functions (1,y) = V505, h(t,y), (1Y) = \Nid;, h() and (1,y) = 65, b, )
belong to €27 (10, T] x U, x°)).

‘We then call

d-1

1Al 4y /22409 2050,20) 2= WWllyp2.02000 50y + 18Pl 2524000 0y + Z 16y, 2lly 2,240 59
o1

2 7 2 7
+ D INT0 il et 0y + ) 18l yeen )

ijel klgl

-
+ 3 D MV Bl -

iel kel

For a given finite covering UX 24(6°, x%) of 8,1, a function A (or equivalently the associated
function / defined on [0, T] X S,_;) is said to be in %&,}7/ 2247(10, T] X S,-1) if & belongs to each
Carl (10, T x UGS°, x*)). We then let

K
12ll14y/2,24y = Z 1Al 14y 2, 24:20(80 0) -
i=1
We stress the fact that the finite covering that we use in the sequel is fixed once for all. There is
no need to change it.

Remark 3.1. Importantly, fory,y’ € US°, x°), and for a constant ¢ > 1, ¢ depending on &,

d-1

1/2 1/2 c—1 d-1 d-1
](1—;y,~) ~(1-200) < R0 s e K- (i)
Recalling that the vector y = (y1,-++ ,ya-1) (resp. ¥ = (¥}, ,¥,_,)) stand for the new coordi-

nates of an element x € Sii ( resp. x') and that x (resp. x') itself is canonically associated with
X=(x1, ,X4-1, 1 = x1 —++- = x4-1) € Sy_1 (resp. X'), we deduce that

ol ilﬁ— Jx sd(»y’)ﬁczd:‘\/%— N
i=1 i=1

which permits to reformulate the modulus of continuity showing up in the Holder condition of
the Wright—Fisher space in an intrinsic manner. Since the number of neighborhoods of the form
UB°, x°) used to cover S,_, is finite, we can choose the same c for all those neighborhoods.

k)
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3.2.3. Back to the master equation

Actually, we must point out that, in order to apply Theorem 10.0.2 in [28] (existence of
classical solutions to Kimura type PDEs together with related Schauder’s estimates), as we do
later, the master equation should be satisfied also in boundary points, under the appropriate local
chart; see (10.1) therein. This would require to formulate (3.6) for each local chart used in the
construction of the Wright—Fischer spaces, that is, for any projection p~/ with i € [d]], since we
verified in (3.12) that those changes of variables make the second order operator fit the setup
of [28]. In this respect, we observe that there is no hindrance for us to restate (3.6) in the right
system of coordinates. Also, we already noticed that, as long as we look for solutions U ... ud
in the space ‘Kéf;/ 2’2+7([0, T] x Sy-1) for some y € (0,1), the first order derivatives always
extend by continuity up to the boundary. Moreover, even though the second order derivatives are
defined only in the interior of the simplex and are allowed to blow-up at the boundary, the rate
of explosion of those second order derivatives, as prescribed by (3.16), combine well with the
degeneracy property of the operator on the boundary. Hence, by a standard continuity argument,
it is f:nough to require that (3.7), which is written in terms of the intrinsic derivative, holds in
Int(Sy-1).

3.3. Complete versions of the main statements

We now provide refined versions of Meta-Theorems 2.7 and 2.9.

3.3.1. Existence and uniqueness of an MFG equilibrium
We have indeed all the ingredients to clarify Meta-Theorem 2.7 and to formulate the state-
ment in a rigorous manner. We recall that the proof is given in Section 4.2.

Theorem 3.2. Assume that, for somey > 0, each f', fori € [d], belongs to %\%/Fz (0, T1XSy-1),
and each g', for i € [d]], belongs to ‘KVZV?(Sd_l). Then, for any € € (0, 1), there exists a threshold
ko > 0, only depending on &, ||fllw, gl and T, such that, for any « > ko and 6 € (0,1/(4 \/3)),
and for any (deterministic) initial condition (po;)icfay € Sa-1 with positive entries, the mean field
game has a unique solution, in the sense of Definition 2.6.

Remark 3.3. As already emphasized in Remark 2.8, we could certainly extend the uniqueness
result to the larger class of open-loop strategies and also to the case when the initial condition
is random.

As for the assumptions on the coefficients, the key fact is that there is no need for any mono-
tonicity condition in the statement. Still, it would be interesting to see whether the result remains
true under lower regularity conditions on the function g. Assuming g to have two Holder con-
tinuous derivatives (as we do here) is quite convenient since it allows to find a solution to the
master equation (see the next section) that remains smooth up to the boundary at time T. More
effort would be needed to allow for more general (and hence less regular) terminal costs, ac-
cordingly, it would require to address with care the rate at which the derivatives of the solution
to the master equation would blow up at terminal time. We leave this problem for future work.

3.3.2. Existence and uniqueness of a solution to the master equation

Here is now the rigorous version of Meta-Theorem 2.9, the proof of which is given in Section
4.3.
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Theorem 3.4. Assume that, for somey € (0, 1/2], each f;, fori € [d], belongs to ‘KJJ/FZ‘V([O, T]x

S4-1), and each g;, for i € [d], belongs to %@;V(Sd_l). Then, for any € € (0, 1), there exist a
universal exponent n € (0, 1) (hence independent of &) and a threshold ky > 0, only depending
on & || fllcos llgllo and T, such tha{, for any K 2 Ko and 6 € (0,1/(4 \/3)), the master equation
(3.6)~(3.7) has a solution in [y "> ([0, T] x S4-)I¢, for ¥’ = min(y,n)/2.

Moreover, the solution is unique in the sense that (Ul, cee, Ud) is the unique tuple such that,
for any i € [d], U’ belongs to the Wright—Fisher space ‘5\,1\,?7 2210, T] % Sue1) for some

vy >0, and (3.6)—(3.7) hold at any (t, p) € [0,T] x Int(gd,l).

Remark 3.5. We do not provide any new version of Theorem 2.10. The reader will find in
(4.12) a more suitable version of equation (2.27), when expressed in intrinsic derivatives. We let
her/him adapt accordingly the definition of the space Ch2([0,T] x Int(Sd_l), R) that is used in
the statement.

3.4. Proofs of auxiliary results from Section 2
We now prove the auxiliary results stated in §2.2.1.

3.4.1. Proof of Proposition 2.2
The proof holds in two steps. We give a sketch of it only.

First Step. By (2.15), it suffices to solve the equation for (P!, ---, P" ) 7. As long as
the latter stays in the interior of S;_;, the equation satisfied by the process is non-degenerate,
see (3.11). Moreover, the diffusion matrix is Lipschitz away from the boundary of the simplex
and the drift is bounded. Therefore, by a standard localization argument, we can easily adapt the
strong existence and uniqueness result of Veretennikov [58] (see Remark 3 therein for the case
when the initial condition is random and Remark 4 therein for the case when the state variable
and the underpinning Brownian motion do not have the same dimension) and then deduce that,
up until one coordinate (including the dth coordinate, as given by (PY = 1—(P!+- -+ P ))o<1<1)
reaches a given positive threshold €, a (strong) solution exists and is pathwise unique. By letting
e tend to 0, we deduce that there exists a solution up to the first time it reaches the boundary
of the simplex (or, equivalently, one of the coordinates vanishes) and this solution is pathwise
unique (once again, up to the first time it reaches the boundary).

Second Step. The goal in this step is to prove that, for x > &2/2, the solution of (2.17) until
the first time it reaches the boundary of S,_; stays in fact away from the boundary of S;_;. As a
consequence, the solution of (2.17) is well defined on the entire [0, T']. To do so, we come back

to (2.16), namely, we write the dynamics of the ith coordinate (fori = 1,--- ,d — 1) in the form
dPi = a(t,(P),--- , P1))dr + &/ Pi(1 - Pi)dW,
with g; as in (2.20). The above holds true up until the first time 7 := inf{t € [0, T] : (P},--- , P4 ) €

(93(1_1 } AT. Then, using the fact that o is bounded and (¢, j, x)(i) > O for i # jin (2.20), we can
easily compare the process (P!)o<<, with the solution of the equation

dP, = (¢(P,) - CP,)dt + £/(P).(1 - P,).dW,,
with ﬁf) = pf) as initial condition, for a constant C > 0. Above, (), stands for the positive part.

By [42, Chapter 5, Proposition 2.13], the above equation has a unique strong solution. Letting
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7 :=inf{t € [0,T] : ﬁj € {0,1}} A T and choosing C large enough, we have ﬁi < Pﬁ, for all
t < T AT, We then apply Feller’s test (see [42, Chapter 5, Proposition 5.22]) to (T’;)og,g (the
reader may notice that the fact that the initial condition is random is not a hindrance since it
belongs to (0, 1) with probability 1). The natural scale (see [42, Chapter 5, (5.42)]) is here given

by
. " B * o(u) — Cu
O(r) .-fé exp( 2I§ —szu(l _u)du)ds, re(0,1).
For r € (0, 6],
0 ) 2C6
—O(r) > f exp(Z;ln(;)— i _6))ds,

from which we get that ®(0+) = —oo if 2/ £ > 1. We deduce that, if the latter is true, (I_)i)OSlsT
does not touch 0. By comparison, we deduce that (P;')OS,ST cannot touch 0 before it touches 1,
that is P. = 1 if the set {t € [0, 7] : P! € {0, 1}} is not empty. This holds true fori = 1,--- ,d — 1
, but by choosing another system of coordinates, we get the same result for the coordinate i = d.
Assume now that we can find some coordinate i € [[d] such that Pi € {0, 1}, in which case our
analysis says that P = 1. Since Z‘jzl Pﬁ = 1, we deduce that Pﬁ = 0 for all j € [d] \ {i},
which is a contradiction with our analysis. So, the conclusion is that, at time 7, we must have
Pi € (0,1) for all i € [d]. Thatis, 7 = T and the process (P, = (P},- . ,P;’))OS,ST remains in the
((d - 1)-dimensional) interior of S,_;. O

3.4.2. Proof of Proposition 2.3
As in the proof of Proposition 2.2, we write the equation for (Pi)oﬁ,g (for a given i € [d], i
being possibly equal to d) in the form

dP! = a;(t, P)dt + £ | Pi(1 — P)dW/,

with a; as in (2.20). Then, we get, by Itd’s formula (recall that the left-hand side below is well-
defined since (P!)<<r does not vanish),

i P{ i . . Vi . . & —Pﬁ
dmm=ggﬁwm+w¢m@—wm+mmmm$w3 i
! (3.17)
1-P —,
+e —dW;.
P

For a constant C depending on the same parameters as those quoted in the statement, we can
lower bound the drift in (3.17) as follows (using the definition of ¢ in (2.19) together with the
fact that oz, j, P;)(i) is non-negative if j # i)

sz i . . J . . g1-P
> | P + i PD) = (P + (i )| - S
P! 2 P!
Jjeldn ¢ t
1 - P &21-Pi
— k1, pi — — — C.
pi =g p



Allowing the value of C to change from line to line and recalling that k > &2/2, we get

P' . 821_Pi
(P) + (t, j, P)(i) (P)) + «(t,i, PO )| = 5 —5—
j%][[ﬂ(go + aft, j l) ((,0 + ft,i j) 2P
1-P, &
L

t

Hence, integrating (3.17) from 0 to some stopping time 7 (with values in [0, T]), adding and
subtracting the compensator (1s/2) j(? (1 — P)/Pidt, multiplying by A and then taking the expo-

nential, we get
: T 1-P - /122 1P,
(P exp(-2e f \ W - 2‘9 - “ar)
0 ) ' 0 (3.18)
e+ (71
> ot et “5) [ Lar-c)
(po)' exp|A]x — —= ]OP;

Choosing 7 = inf{t € [0,T] : P| < €} A T, for € > 0 as small as needed, the left-hand side has
conditional expectation less than 1. So, taking expectation and letting € tend to 0, we deduce that

2
E[exp(/l[K 2] fo > )]<C<po,>*

The bound (2.21) easily follows.
It then remains to prove (2.22). To do so, we come back to (3.18). Using the fact that vy is
positive and choosing 7 = ¢ € [0, T], we rewrite it in the form

Pl ; /12 2 1] — Pl
(P < (po)™ exp C /lsf 1} P de)
0

Taking expectations on both sides, we easily complete the proof of (2.22). O

3.4.3. Proof of Proposition 2.4
For each i € [[d]], we call (8;)05;51" the Doléans—Dade exponential

f p l—Pé )
= —ds|, r€][0,T].
expsZ[ P’ 0 2 s [0,T]

Jeldl

Then, (Qi)()srsT is a solution to (2.18) if and only if

(&)1 0l = D @E)(QIe(P) + B(t, j, PYD) — Qile(P) + Bt i, PO(i))dt,

Jeldl

which may be rewritten in the form

Qi = Z((S) E/0/(¢(P) + B(t, j, P)(D) — Qi(e(P]) + B(t, i, P)())))dr, (3.19)
Jeldl
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for t € [0, T'], with (Q0 qo.))ictay € Sa-1 as initial condition and under the change of variable
0 =)0, 1el0,T] (3.20)

Obviously, (3.19) has a unique pathwise solution. It is continuous and adapted to the filtration
FY. Since B(1, j, P,)(i) > O for j # i, it is pretty easy to check that all the coordinates remain
(strictly) positive.

Given the solution to (3.19), we may reconstruct ((Qi)OStsT)ie[[d]] from the change of variable
(3.20). Then, taking the power [ in (2.18), for an exponent / > 1, we get

A =1 > (@) ™ (QleP)) + B, . PO) = QJ(e(P]) + B(t,i, P)()))d

Jjeldl

Lla-1 P, g 62D
Ry s el Y \/;dWi"’,

Jeldl

for t € [0, T]. As aresult, we can find a constant C, only depending on /, k and on the supremum
norm of {3, such that

d[Z(Qﬁ)] [C+sl(l DZ P ] [Z(Q, ]dt+dm;,

ie[ld] Jjeldl ied]

where (m,)9</<r is a local martingale'. By a standard localization argument, we end up with
; l -1 1 - Pj
an (Sl 50 [ 3 o ] <
o<t L\E) P!

for a new value of C. And then, applying Cauchy-Schwarz inequality and invoking the above
inequality with 2/ instead of /, we get

PJ 1/2
sup ]E (Qt)] < C sup [exp 2l(2l -1 )] .
0<t<T ield] 0<t<T 0 j€|Id]] z

Take / = 8 and choose y > 60g? and A = 2d in the statement of Proposition 2.3 (which is in-
deed possible since k — (1 + 2)&?/2 > (61 + d)&* — (1/2 + d)g* > 60&?). Then, by Holder’s
inequality (in order to handle the sum inside the exponential), the right-hand side is upper
bounded. Returning to (3.21), invoking Burkholder—Davis—Gundy inequalities, (2.22) and the
bound supy_,.r E[(Q)*/P!] < supy.,<r E[(Q)8]'2 supy,r E[(PD~2]'/2, for i € [d]), we deduce
that supy.,. |Q!| has a finite fourth moment for each i € [d]. Equality (2.23) is easily proved by
summing over i € [d] in (2.18). O

4. From the MFG system to the master equation

This section is dedicated to the proofs of Theorems 3.2 and 3.4, taken for granted the state-
ment of Theorem 2.10. Throughout the section, we assume that the condition « > (61 + d)&? is
in force.

15Here and throughout, the notation dX, > dth, t € [0, T, for two stochastic processes ((X; o<i<T)i=1.2, is understood
as (th - X,1 Jo<i<T 1s a non-decreasing process.
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4.1. MFG system

With the optimization problem driven by the cost functional (2.12) and the state equation
(2.24) (within the environment (2.17)), we may associate a value function. Obviously, we may
expect this value function to solve a stochastic (because of the common noise) variant of the
usual Hamilton—Jacobi—Bellman equation for a stochastic optimal control problem on a discrete
state space. The combination of this Stochastic Hamilton—Jacobi—-Bellman (SHJB) equation with
the equation (2.17) for the environment will lead us to a relevant version of the so-called MFG
system (which is a key tool in the standard theory of mean field games, see for instance the
references [9, 10, 12, 48, 49, 50)).

4.1.1. Formulation of the system

In order to proceed, we recall (2.26). Importantly, (P,)o<<7 therein is regarded as a stochastic
environment. Typically, it is the solution of an equation of the form (2.17). In any case, it is a
continuous S,_;-valued process that is progressively-measurable with respect to the filtration F"
and that satisfies the conclusion of Proposition 2.3, see (2.21) and (2.22). In particular, it remains
away from the boundary of the simplex.

The related value function at time ¢ € [0, T'] is defined as

/ — : 1

(1, (Py)isser) 1= ess inf T(1, Brsser, (Poisser ) 1€ 141,

s)1<s<T

jl(t’ (ﬁs)rs.rsT, (PS)ISSST> (41)
T .
= Z ]E[QiT[t, l]gi(PT) + f (Qf;[t, l][fi(s, P + % ZLB;,JIZ])ds‘g—‘ZW], le[d],
ie[d]] 4 i

whereas (Qf;[t, []):<s<7 18 the solution to (2.24) when the initial time is ¢ € [0, 7T) and the initial
distribution is Qf[t, [] = 6y, for i € [d]. Importantly, the value function is random: Stochasticity
accounts for the fact that the cost functionals f and g in the optimal control problem depend upon
the environment (Pj)g<s<7, Which is random itself. Hence the corresponding HJB equation is a
backward stochastic HIB equation (SHJB) that takes the form of a system of backward SDEs
indexed by i € [d]:

du; = —( Z o(PH[u] —u}] + H'(u,) + f(1, P,))dt - % Z \/;E(v;”“’ —vyMde

jelldl jeldl:j#i
Y viaw, *2)
jkelld]: j#k
uy = g'(Pr),
where H' is the Hamiltonian
HO) =3 3 0yl ¥ = Ot 43)

Jjeldl
It is worth emgohasizing that, in the equation (4.2), the unknown is the larger family of processes
((u)iegay (v;’]’ )i jkeld]: j#kJo<i<T» Which are required to be progressively measurable with respect
to IFW This is a standard fact in the theory of backward SDEs and the role of the processes
((vi’]’k),-, Jkeld]:j#k o<t 18 precisely to force the solution of the stochastic HIB equation to be non-
anticipative. The reason why we here choose indices (i, j, k) with j # k is quite clear: there are
no noises of the form ((W;’)o<<1) jefay in the forward equation.
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4.1.2. Verification argument
The following verification argument clarifies the connection between (4.1) and (4.2).

Lemma 4.1. For an environment P = (P,)o<<r as before (satlsfymg in particular (2.21) and
(2.22)), assume that there exists a solution ((u[)lE[d]] (v, ), jkeldl: j#)osi<t to (4.2) such that
((ui)ieﬂd]] Yo<t<T IS bounded (by a deterministic constant) and

f |V”k 2dr < 0.

FOrt € [09 T]! let (ﬂ’:)l'] = (ulv_qu)+f0rl :'é jands € [t’ T] Then; jl(ta (ﬂ:)ISSST3 (PS)ISSST) = Mﬁ
and, for any other (bounded) strategy, say (By);<s<r, Such that

> f P # (BX)/)ds > 0,

i,jelld]:i#j

i,J, ke[[d]l Jj#k

the cost J'(t, (Bs)i<s<r» (Ps)i<s<r) is strictly higher than uﬂ

In words, the above says that ((8)"/ = (ul—ul),); jelldlizji<s<T 1S the unique optimal control.
In fact, the solvability of the equation (4.2) is guaranteed by the following lemma.

Lemma 4.2. For P = (P;)o<<r as before (satlsfymg (2.21) and (2.22)), (4.2) has a unique
(progressively-measurable) solution ((u})icgay, (V" ), Jikeld]: ;¢k)0<t<r such that ((Ul)icpayo<i<r is
almost surely bounded by a deterministic constant and ((v )l jkeld]: j#kJosi<r Satisfies

D U exple Zf—ds ”“dt]<oo

i.jkeld]: jEk le[d]
Abusively, such a solution is said to be bounded.

The two lemmas will be proved in Subsection 4.1.3 below. For the time being, we observe,
by combining the two of them, that, for a given P = (P;)o<<r satisfying (2.21) and (2.22), the
solution to the optimal control problem (2.26) is entirely described by the SHIB equation (4.2),
as it suffices to solve the forward equation (2.24) with (8" = (u} — u})+); jeqay:izj)o<i<r therein.
Now, Definition 2.6 implies that an environment P is a solution to the MFG in hand if and only
if it solves the forward equation in the forward-backward system:

dPi = 3" (PUe(P) + (] - 1)) = Pi(¢(P) + (i = u)))de + & )" [PiPlaw,’,
Jeldl Jeldl

duj = =( )" @(Phlul = ul] + H'(w) + f'(z, P)ds (4.4)

Jjeldl

P P - A
-—= > /F v oy des Y v aw
‘/E Jeldll:j#i t Jokelldl: j#k

with (P{) = po.)iefay € Sa-1 as deterministic initial condition for the forward equation and
(7 = g'(Pr))icray @s terminal boundary condition for the backward equation. System (4.4) is
the (stochastic) MFG system that characterizes the solutions of the MFG described in Defini-
tion 2.6. Hence, proving Theorem 3.2 is here the same as proving that (4.4) is uniquely solvable
(within the space of processes that satisfy the conditions described in Proposition 2.4 and Lemma
4.2).
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4.1.3. Proofs of Lemmas 4.1 and 4.2

Proof of Lemma 4.1. Call ((Qi)ie'[d]])tSSsT the solution to (2.24) with Qﬁ = ¢;; for some [ € [d]
and expand

Ay, Qs [ Qe+ 3 Y )

(=1 =T J#
=-> 0, @(PD[u] ]+Hl(us) 0, Py Vit —ViPyds
lezlldl]] ]%]] lezlldl]] ; Pl
4.5)
i J i Jii i J i,j i i,j)2
b3l (P + B - QP+ )as + 5 Y 0L 18P
ierdl  jerdl i@l A
£ i P i i Jhk ik
+— Z Qs Z _,d[Ws - Wy ] . Z dW;" + dmg,
V2 G4 A VB Jkeldl:j#k

where (m;),<s<7 1S a uniformly integrable martingale. On the last line, the dot in the first term is
used to compute the underlying bracket. On the second line,

Dl 3 (QleP) - QlePh) = 31 N QlePh(l —ul) = > D Qle(Phul - i),
ield]  jeld] ield] jeld] ield] jeld]

which cancels out with the first term on the first line. Moreover,

Y o+ Y QI - 0+ 5 > 0Ly P

ie[[d]] i.jeld] lEl[d]] ]¢z

= Z OV Y —ul2 = T 00N B —ul) + Z 0,y 1P
16[[d]] J# i€[[d] J# ze[[d]l J#

S DICOYCE S WY ACEIRT DI HW L
i€ld] J# ieldl J#I i€[ld] J#

=3 LS 0 S - -
i€[d] J#I

the inequality being in fact an equality if 8 = 8*.
It remains to compute the bracket on the last line of (4.5). We get

522 \Ed[W’f Wi D) tawdt = oo 3 f(vz” Vi )ds,

jelld] Jjkel[d]: j#k jeldl:j#i s

which cancels out with the last term on the first line of (4.5).
Integrating from ¢ to 7" and taking conditional expectation in (4.5), we then deduce that

ZQu’+ -k Zf 0 ZI,B” (u, —u])+| dsITW]

ie[[d] zelld]] J#

<E| Y O + f D OUf s, P + 5 ZWJP)a 7"

zeIId]] I ield] J#i

(4.6)



the inequality being an equality if 8 = *. Recalling that Q! = §;,, this is what we want. O

Proof of Lemma 4.2. First Step. The first step of the proof is to consider a truncated version of
(4.2). Hence, for a given constant ¢ > 0, we consider the equation

duj = =( )" @(Phlul - ul] + Hi(w) + f'(t, P,))dt - 7 Z 7 (v”f Vi dr

jeldl J#EI
i 4.7)
+ Z Hawit,

J#k
ur = g'(Pr),
where H' stands for the truncated Hamiltonian
; 1
H(y) := ~5 Z (i — yj)grl{Yi*)'jSC} +2ci—yj) - Cz)lf}'i*y1>c}]9 Y = (V) jefar-
Jeldl

Then, (4.7) is a backward equation with a time dependent driver that is Lipschitz continuous
with respect to the entries (u});efq4y and (v;”’k)i, Jikelldl: j=k» the Lipschitz constant with respect to the
entries (u});c[4; being bounded by a deterministic constant C (possibly depending on c) and the
Lipschitz constant with respect to (v;”’k),-, jkela: j+« being bounded by

6 1]1/2
¢ = — — ,
’ \/E[Z P,

i€[d]

in the sense that (using the fact that the driver is linear in (vi’j’k)i, kel d]: j#k)

Al Ee ) = (g )

ie[d] j#i \/— ie[d] l J#i
1/2 o o712
< %[Z —] > 04 =]
i€(ld] i,jelld]: j#i
. o112
—a| Y 0|
i, jelld]: j#i

By Proposition 2.3 (with 2 = 2d — 1 and y > 60&?) and from the condition k > (61 + d)&?
together with Holder’s inequality, we notice that E[exp(2&? Dleld] fOT(l /PLyds)] < co. Then,
by [33, Theorem 2.1 (i)] (with, using the notations therein, y = 1, §; a positive constant, c; a
non-negative constant, 8, = 2 and ¢, (f) = ¢;), there exists a unique solution to (4.7) satisfying

[sup exp Zf—ds |u|2 < oo,

ieldl 0<t<T leld]
]E[f exple Zf —ds |v’f"|2 1+Zf s )luc ] dt <o<>
i,j.kelld]: j#k le[[d] le[[d]
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Second Step. We now prove that we can find a bound for the solution that is independent of
¢. To do so, we follow the proof of Lemma 4.1, noticing that the Hamiltonian H, introduced in
the first step is associated with the same cost functional J as in (2.26) except that the processes
((B, )ogg)l Jeﬂd]] i+j therein are required to be bounded by ¢, and s1m11arly for J'in (4.1). In
particular, u, defined in the first step satisfies u, = ess infg.g. stj (t, (Bs)i<s<t> (Pg)i<s<r). Call
now ((QY)iegap):<s<t the solution to (2.24) with Q; = ¢;; for some / € [d]l and 8 = 0. Then, by
(4.6) (but with the solution ((ui)ie[[d]] Jo<t< t0 (4.7) and so with the new Hamiltonian)

W <E| Y Oy + fZQ’(f’<sP>+ > P 7|

i€ld] ielld] J#

Here, 8 = 0 and u’T = g'(Pr), which provides an upper bound for ((!)efay)o<i<r> by using (2.23)
and the L™ bounds on f and g. Importantly, the upper bound is independent of ¢. In order
to obtain a lower bound, we call ((Q');cfay)i<s<r the solution to (2.24) with Q! = §,; for some
| € [d] , given an open-loop strategy B8 whose coordinates are bounded by c. Using again the
bounds on f and g, we get

Tt Beser, (Pheser) = E| Y Oy + f Y Qs P + 3 DB as| 7]

ie[d] I ie[d] Jj#i
. . T . .
SB[ 3 Ol - [ ) Gl dsi B > ~co
ie[d] I ield]

by (2.23), for a constant Cy independent of ¢ and S; so u, > —Cy.

In the end, we may find a constant Cy such that, whatever the value of ¢ in (4.7), the solution
is bounded by Cy. We deduce that, whenever ¢ > 2C), the solution of (4.7) is also a solution of
the backward equation (4.2). This proves the existence of a bounded solution to (4.2). As for
uniqueness, it suffices to notice that a bounded solution to (4.2) is also a solution to (4.7), but
for a large enough c inside. Hence, we get that any bounded solution to (4.2) is bounded by Cj,
which shows uniqueness. O

4.2. Proof of Theorem 3.2: Existence and uniqueness of an MFG equilibrium

The system (4.4) is what we call a forward-backward stochastic differential equation. But,
differently from most of the cases that have been addressed so far in the literature (see for instance
[11, Chapter 3]), solutions to the forward equation are here regarded as processes with values in
Sg-1. This requires a special treatment, which is the main rationale of our paper. Whatever
the setting, a standard strategy for solving forward-backward stochastic differential equations (at
least in the so-called Markovian case, see for instance [52, 22]) is to regard the system formed by
the two forward and backward equations as the characteristics of a system of parabolic second
order PDEs. In our framework, this system of PDEs is precisely the master equation (3.6)-
(3.7). Therein, the unknown is the tuple of functions (U i )iegay> €ach U i standing for a real valued
function defined on [0,T] X S;—;. Accordingly, the master equation is formally obtained by
imposing u! = U'(t, P,) and expanding U using Itd formula; this is basically what we do later for
proving Theorem 4.3.

The precise connection between the master equation and the MFG system (4.4) is given by
the following statement, which is in fact a general feature of MFGs: Once the master equation is
known to have a unique smooth solution, the MFG should be uniquely solvable.
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Theorem 4.3. Assume that there exists a d-tuple (U',---,U?%) of real valued functions de-
fined on [0,T] X Sy such that, for any i € [d], U' belongs to the Wright—Fisher space
‘gvl\,;yl/z’zwr([o, T] x Sy_1) for some y' > 0 (see §3.2.2 for the definition), and for any (t, p) €
[0,T] x Int(gd_l), equation (3.6) holds at (t, p). Then, for any (deterministic) initial condition
(po.i)ietar € Sa-1, with po; > 0 for any i € [d], the MFG system (4.4) has a unique solu-
tion (P, = (P)icgap, s = (U)icgay> Ve = (V;’j’k)[’j’keﬂd]]:j¢k)0$t'§T in the class of ¥ -progressively-
measurable processes (P = (Plcjay, = )iegays Vi = (;;J’k)i,j,ke[[d]]: jekdosi<r such that (P)o<i<r
is continuous and takes values in S;_1, (U;)o<i<T IS continuous and is bounded by a deterministic
constant and (V,)o<<7 Satisfies B[ fOT exp(e? Dleld] fot(l / Pi)ds)[V,lzdt] < oo. The solution satis-
fies, dP almost surely, for all t € [0,T] and all i € [d]l, u; = U'(t, P,), and, dP ® dt almost
everywhere, for all i, j, k € [[d]], with j # k, vﬁ’j’k = Viik(¢, P,), where

V2

We notice that Theorem 3.2 from the above theorem, thanks to what we discussed in §4.1.2.

V(L p) := — (b, U'(t, p) = b, U'(t. p)) VPP

Proof. The proof is inspired by [52], but the fact that the master equation is set on the simplex
makes it more difficult. Also, we recall that « > (61 + d)&2.

First Step. In order to prove the existence of a solution, one may first solve the SDE

dPi = " (Plle(P) + (U, P) = U'(t, P),] = Pile(P) + (U'(t, P) - U7, P),])de
Jeldl

ve Y \PIPIAW. refo.7), (4.8)
jeldl: j#i

with po = (po,i)iefqy as initial condition. Solvability is a mere consequence of Proposition 2.2.
Then, it suffices to let ul := U'(t, P,) and v** := Viik(z, P,), for 1 € [0,T] and i, j, k € [d]],
with j # k. By Itd’s formula (see the next step if needed for the details), we may easily expand
(MDOsst and check that it solves the backward equation in (4.4). (The fact that the second-
order derivatives are just defined on the interior of simplex is not a hindrance since (P)o<<r
does not touch the boundary, see Proposition 2.2.) Obviously, the processes ((u;)()gtsj‘)ieﬂd]] and
((vi’j’k)ogg),-, Jikeld): =« are bounded and hence satisfy the required growth conditions.

Second Step. Consider now another solution, say
— . ik
(((P Do<e<1iegays (@ose<t)icgays (7 o<t )i jaeqar: j¢k)

to (4.4). We denote U! := U'(t, Py), 8,,U = 1, U'(t, Py, a},jmﬁ; =2, U, P,), fort €

[0,T] and i, j,k € [d], j # k. Thanks to the fact that U’ € CY2([0,T] x Int(Sd_l)), we can

apply Itd’s formula to ({U7}(¢, Ft))OﬁtsT (which obviously coincides with (ﬁ;)OStsT). We get (the
computations of the various intrinsic derivatives that appear in the expansion are similar to those
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in (3.7))

2

— — & .
ab; = {00+ 5 Y (Ploy - PIP)G,, T
Jkelld])
+ Y PP+ Tk = )] (0,0 - 0,.T;) Jar
Jkeld]
& i i i ik
* 5 > \PIP(9,,U - 0, U)W
2 Jikelldl: j#k
@)+ £ P)+ Y, (PHIT - T
Jeld]
D i i € Bip 75 i ik
+&8 Y Pi(9,0 —Bp/Ut)}dt+ 5 > PP (8,0 - 0,,01)awi,
Jeldl 2 Jikelldl: j£k

where in the last equality we used the equation (3.7) satisfied by U. This prompts us to let
vhik _ € D pk 77 77 . .
Vi = N PP (9,0, -0,U)), tel0.T], ijkeldl j#k
Subtracting the equation satisfied by ((ﬁ;)ieﬂdﬂ)OSlsT, we get

AT -T) = —{H"(ff}) H@)+ Y (BT -7 - (T -]

Jjeldl

DI

P llj —-1[/ (tht ’*ijl))}

JE[[d]] P l
D VP -THaw, refo, 1), ield].
Jjkeld]: j#k
Consider now .
1
e = exp(szf Z —ds) t€[0,T].
Jeldl

Then, by It6’s formula, we obtain, for any ¢ € [0, T],
. _ T . ) 1 T S~ 2
T -TP+ [ SelTi-TR( Y, s+ [Ce Y [ as
¢ Jjeldl Py ! jokelld]: j#k

=2 f Teé(iii—‘ﬂ‘){H"(ﬁ) H'@) + ), ¢(PHIUL - - (U -]

Jjeldl
llj ~11] (szt ~l]1))} (49)
‘/_ jetd) P ’
o [a@m Y T T
4 kel d]: j#k
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By Proposition 2.3 (together with Remark 2.5), with 1 = 2d — 1, ¥ > 60 and k > (61 + d)&?

therein, and by Holder’s inequality, E[eT] is ﬁnlte Since ((U ),E[[d]])oqq and (("’),E[[d]])oqq
are bounded (by deterministic constants) and ((V )l jkelld]: j#kJosi<r and ((" ),Em j#k)osi<T are
square-integrable, all the terms in the right-hand side have integrable sup norm (over ¢ € [0, T]);

as for the last term in the right-hand side, the latter follows from Burkholder-Davis—Gundy
inequalities. Also, we can treat the difference H i(l7 ) — H(i,) as a Lipschitz difference, since U
and & are bounded. Hence, taking expectations and applying Young’s inequality, we can find a
constant C such that

T T
— — 1 i P
E[61|U;_F’Z;|z+f 82€s|U§—Flis|2(Z :j)ds+f ey Z 'V;/’k—v_;/’k‘ ds]
! t

Jjeldl Ps Jikelld]: j#k
<c) EU e |T —ﬁgﬁds] +82E[f &g —75|2ds]
jerdy o Py
T . k]2
+E[f e Velt =3 ds].
e > | |

jkelldl:j#k

We obtain,
S ElelD -wP| < C Zf EeJT! - 7P] ds,
Jjeld] Jjeldl

and thus Gronwall’s lemma yields, for any i € [d] and any ¢ € [0, T],
P( = U = U'(t.P)) = 1.

This permits to identify (P,)0<,<T with the solution of (4.8). It is then pretty stralghtforward to
show that @) uy)o<t<r coincides with (ut)0<,<T, for each i € [d]], and then that (‘4 )o<,<r coincides
with (v, )OstT, foreach i, j,k € [d], j # k. O

4.3. Proof of Theorem 3.4: Unique solvability of the master equation

In order to establish the unique solvability of the master equation (3.6)—(3.7), the first point
is to observe that it may be rewritten in a somewhat generic form. Indeed, for a given coordinate
i € [d], we may let

Bit,p.y) = @(p)+ Y pebx =), = pj ). [epo) + () = 3,1 + £(61 = p),
kelld] kelld] (4 10)

Fi(t,p,y) = HG) + £, p)+ Y e(p) =),

kelld]

where ¢t € [0,T], p € Sy-1 and y = (Vi )kefay € RA. Recalling (4.3), we may rewrite (3.7) as

Ut p) + Fi(t,p. U p) + ), Bi{t, p, UG, pY)o,, U, p)

Jeld]
+ 3 > pidi — PR, Uit p) =0, @.11)
Jkeldl
UT, p) = §'(p).
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for t € [0,T] and p € Int(S,_;), with the shorten notation U(t, p) = (U'(t, D))ieay- For sure, we
could write (3.6) in a similar form. In fact, what really matters is that

D, Bit.p.y) =0,

Jjeldl

foranyie [d],t<[0,T], pe Int(Sd_l) and y = (¥i)icpay € R?, and that Bii(t,p,y) > 0 whenever
pPj= 0.

In the sequel, solvability of (4.11) is addressed in several steps. The first one is to address the
solvability of the linear version of (4.11) obtained by freezing the nonlinear component U in B
and F'; as we make it clear below, this mostly follows from the earlier results of [28]. The second
one is to prove a priori estimates for the solutions to the latter linear version independently of
the nonlinear component U that is frozen in the coefficients B' and F'; this is where we invoke
Theorem 2.10. The last step is to deduce the existence of a classical solution to the master
equation by means of Schauder’s fixed point theorem.

4.3.1. Linear version

We first establish a preliminary solvability result for the linear version (2.27), keeping in
mind that it should be reformulated in intrinsic derivatives as follows:

Oult, p) + Z (¢(p)) + bj(t, p) + p,b3(t, p) oy, ut, p)

Jjeld]
2
&
+5 D 0= PPy ult. p) + it p) =0, (12
Jkeld]
u(T, p) = €(p),

for (¢, p) € [0, T] x Int(Sd_l) (Int(Sd_l) being here regarded as a subset of S;_;), where we recall
that b = (b)) jegay : [0, T1xSu-1 = (R4, b° = (b jetay = [0, T1XSq-1 — RY K [0,TIXSym1 —
Rand ¢ : S;-; — R are bounded and satisfy

Z (SO(Pj) +b(t,p) + pjb;(l‘, p)) =0, te€[0,T], peSi. (4.13)
Jjeldl

Our solvability result is

Lemma 4.4. Assume that the functions (b;) jeyay and (b5) jejay are in %\',Z,/Fz ([0, T1 X Sy-1), that h
is in ‘5‘;7\,/:’"/2([0, T1x S;1) and € is in %@;”/Z(Sd_l), for some iy € (0,1). Then, equation (4.12)
has a unique classical solution in the space %vlv?/ 42/ 2([0, T X S4-1).

Proof. For a fixed 1ty € [0, T], we rewrite (4.12) in the form

2
° &
du(t, p) + Z (¢(p)) + bjtto, p) + pyb3 (e, p))oy,ult, p) + > Z (P6k = PP, (2, D)

jetdi jkela
+ Z (i, p) + p b5, p)) = (bi(to, p) + p ;b3 (1o, P) oy, ult, p) + h(t, p) = 0, (4.14)
Jeldl
u(T, p) = {(p),

38



for (¢, p) € [0, T]x Int(Sd_] ). Our first goal is to solve the equation on [#y, 7] X Int(Sd_]) provided
to is chosen close enough to 7'.

In order to solve the above equation, we define the following mapping. For a vector-valued
function w = (W) jeqay : [0, T] X S4-1 — RY whose components are in %g/;"”/z([o, Tl x Sz 1),
we call v the solution of the equation

2
° &
ot p) + Z (¢(p)) + bj(t0, p) + p;bio, p))o,,v(t, p) + > Z (PiSjk = P3OV, Y
jelid jkeld)

+ > (s, p) + pB5t, p)) = (byto, p) + psb(to, p)))wj(t, p) + h(t, p) = O,
jelidl
v(T, p) = {(p),

for (¢, p) € [ty, T] % Int(Sd_ 1), the solution being known, by [28, Theorem 10.0.2], to exist and to
satisfy

Mg 2en210) < C(1E02enz2 + IWlhyjamizto.rt + Wllyanztnr): (4.15)

where we added the notation [#p, T'] in the Wright—Fisher norm in order to emphasize the fact
that the underlying domain is [#y, T'] X Sy—1 and not [0, T'] X S;-1, and with

W, p) = Z (bt p) + pib3t, p)) = (bj(to, p) + ;b (t0, )Wy, p).
jetd

Clearly, we can find a universal constant ¢ > 0 such that

||W”17/4,17/2;[t0,T] sc Z |
Jeldl

B;

n/4n/2:0t.T1 W lln/am2:100.115

with
B(t, p) = bj(t, p) + pb5(t. p) = (bj(to, p) + p;b5(t0. p)). (1. ) € [t0, T X Sa-1.

Now, we can find a constant C, only depending on the Wright—Fisher norm of b = (b;) jej4) Such
that, for any s, ¢ € [tp, T] and any p,q € S;-1,

|b(t, p) — b(to, p) = (b(s, q) = b(to, )|

= |b(t, p) - blto, p) = (b(s. @) — blto, )| *|b(t, p) = blto, p) — (bLs, @) = blto, )| "
< C(|btt, p) — blto, p)| + |bs. )~ blto, @))) " (|bCt. p) = s, @)| + [BCto, p) - blto, 9)])
< C(T = 1)"(Jt = 51" + 1P — V"),

which shows that the Wright—Fisher Holder norm (of exponents (17/4,1/2)) of b — b(t, -) is small
with T — 1, (it is easy to see that sup norm is small with 7' —#j). Proceeding in a similar way with
the other functions entering the definition of B°, we deduce that the Wright—Fisher Holder norm
(of exponent 17/2) of B° is small with T — #,.

Therefore, Schauder’s estimates (4.15) imply that, for T — ¢y, small enough

12

1
0Vl /47210071 < C(llfllzm/z;[m,n + “h”r]/4,r]/2;|tg,T]) + §HW||,7/4,,7/2;[,0,T],
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for a constant C which is independent of w and fy. This shows in particular that [|d,V|l,;/4./2;110,71 <
2C(1€M24n, 110,71 + WRllysa0/2:100,71) Whenever [Wllyjan/2:10,71 < 2CUCN 245, 100.71 + Whllyrams2ie.r1)- In
particular, the map w +— v preserves a closed ball of [‘KV'Z,/S’"/ 2([to, T1 x Sa—1)1¢. By linearity,
the map w +— v is obviously continuous from [‘5\%4’"// 2([t(), T1 x Sy_1)]¢ into itself, for any
n" € (0,n]. By Schauder’s theorem (regarding any closed ball of [‘5@/:’"/ 2([to, T] % Sy1)]? as
a compact subset of [%@é“"’l/ 2([to, T]x Sy_1))4, for 7 € (0,1)), we deduce that there exists a

solution v to (4.14) (and hence to (4.12)) in G ***"([19, T1 X S4-1) (s0 on [tg, T1 X S4-1). By
iterating in time, we deduce that there exists a solution to (4.12) on the entire [0, 7] X S;-; in the
space G Y *12([0, T] x Sao1).

Uniqueness follows from a straightforward application of Kolmogorov representation for-
mula, see Proposition 5.1 if needed. O

4.3.2. Fixed point argument via Schauder’s theorem
Here is now the last step of our proof of Theorem 3.4, which strongly relies on Theorem 2.10.

Proof of Theorem 3.4.
Existence. The proof of existence holds in two steps.

First Step. We first consider the following nonlinear variant of (4.12):

U, p)+ Y (¢(p)) + b, p, U, p) + pibi (2, p, U, p)) oy, U, p)

Jeld]
2
E . .
5 Z (pjSjx = Pipo)D;,, U'(t, p) + (2, p, U(t, p)) = 0, (4.16)
Jkelld]
UAT, p) = g'(p),

where for any i € [d], b’ = (b;)je[[d]] ([0, 7] x Sy_y xR — (RL), b° = (O jetar © [0, T x
Sy xRY = Reand i : [0,T] x Sy x RY — R. We are going to prove the existence of a
solution U = (U, --- , U%) to (4.16) whenever, for some constant Cy > 0, the functions (bi)ie[[d]],
b° and (h');cpqy are bounded by Cy and satisfy the following regularity properties

|pi(2. p.y) = bi(s.4.2)| + [D°(t. p.y) = b°(s. . 2)| + |H' (2. p.y) = H'(s.4.2)|

s ’ 4.17)
< Colt = s~ + |Vp = ql” + 1y - zl),

for i € [d], s,t € [0,T], p,qg € S4-1 and y, 7z € R4. Without any loss of generality, we can
assume that sup;cp llg'lli.co < Co. Existence of a classical solution to (4.16) is then proved by a
new application of Schauder’s fixed point theorem. To do so, we call 7 and C the exponent and
the constant from Theorem 2.10 when ||b||s, [16°|loo, lI72llo and [|£]]; o are less than Cy. We then
take an input function V = (V!,--. V%) € [So”v'(,/}?"’([O, T1 % Sz_1)]¢ such that, for each i € [d],
[IV'll;/2,, < C. By Lemma 4.4 with 7 therein being replaced by min(z,y), we can solve (4.16)
for each i € [d] when, in the nonlinear terms, U is replaced by V. We call U = (U L., U9
the solution. It belongs to [Cfv]v?'/ 2’2”/([0, T1 x S By Theorem 2.10, it also satisfies
WU'Nyj2y £ C, for each i € [d]. Revisiting if needed the proof of Lemma 4.4, there is no
difficulty in proving that the resulting map V +— U is continuous from [%{%2’”'([0, T x Sy_)?
into itself, for any 1’ € (0, 77). This permits to apply Schauder’s theorem.
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Second Step. The goal now is to choose (bi)ie[[d]], b° and (hi)iE[d]] (and hence Cj as well)
accordingly so that the solution to (4.16) is in fact a solution to the master equation (4.11). In
order to proceed, we follow the same idea as in the proof of Lemma 4.2 and recall the truncated
Hamiltonian

i 1
H.o) = ~5 Z [0 = )i Loy + e =) = Ay sarls Y = O jetans
jeldl

for a constant ¢ to be fixed later. Also, for another constant I', the value of which will be also
fixed later on, we call Y the function

r, if || <T,

I'sign(r), if[r| > T, reR.

Yr(r) == {
Given these notations, we let (compare with (4.10))

byt p,y) = Y pemin(c, (i = y)),) + &6, i j € [dl,

kelld]
B3, p,y) == ) e(po) +min(e, (v~ o). )| - &% j € [, (4.18)
kelld]
W py) = e HI0) + @)+ Y ey =), i€ Ldl,

Jjeldl

for (¢, p,y) € [0,T] X Sy_1 X R4, For a given value of ¢, we can choose I' (hence depending on ¢)
such that all the above coefficients are bounded by I'. Moreover, the coefficients satisfy (4.17) for
a suitable choice of Cy therein (notice in this regard that this is the specific interest of the second
occurence of yr to force the whole term to be jointly Lipschitz in (p,y)). By the first step, there
exists a classical solution, say U = (U, ---,U%, to (4.16). As in the proof of Theorem 4.3, we
can represent U through a forward-backward stochastic differential equation. Following (4.4),
the backward equation writes

A . poo o .
dul = —Hi(t, P,, up)dt - % > S04 v+ Sovitawi @19
Jjeldl 4 Jikelld]]

with u’T = g(Pr) as terminal boundary condition, where (P,)o</<7 is the solution to the corre-
sponding forward equation (but there is no need to write it down). The key point here is to ob-
serve that /' is at most of linear growth in u, uniformly in (¢, p), the constant in the linear growth
depending on ¢ but not on I'. By considering the drifted Brownian motions (W, = W}/ —

e PHIRPOS osrer) et o and (W = W+ [ \[PDI(NEPDS osrer) e s For
a given value of i € [d], we can apply Girsanov theorem to get rid of the second term in the
equation for (u!)o<<r in (4.19), the application of Girsanov theorem being here made licit by
Proposition 2.3. We easily deduce that, with U as in (4.19), ||U(, )|l < C(1 + ftT U(s, )lleods)
and then deduce that U and hence (#;)p<<r are bounded by a constant C that depends on ¢ but
not on I'. In particular, it makes sense to choose I' large enough such that, for y = (y;) jef) with
ly| < C, Ki(t, p,y) in (4.18) is also equal to

Wt p,y)=H.@) + fi(t,p) + E e(p)(y; = ).
jetd)
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It says that the backward equation (4.19) identifies with the backward equation (4.7) in the proof
of Lemma 4.2. But the point in the second step of the proof of Lemma 4.2 is precisely to show
that the solution to (4.19) can be bounded independently of c¢. In words, we can find a constant
C1, independent of ¢ (and of course of I') such that U = (Ui)ie[[d]] is bounded by C;. Then,
choosing ¢ > 2C; (and I large enough as before), we have that, for any y = (y;)jefay With

[y| < Cy, and any (¢, p) € [0,T] X Sy and i, j € [d],
Blj(t9p9y) = ‘P(pj) + blj(t9p3y) + bj(t9p9y)pj9 Fl(t,l’,y) = hi(t,P’Y),
with B’ and F' as in (4.10). This shows that U = (U',--- , U?) solves the master equation (4.11).

Uniqueness. By Theorem 4.3, we know that, for any initial condition py = (po,i)icfay € Int(Sq-1),
the system (4.4) has a unique solution. Hence, for any two solutions U and U’ to the master
equation, one has U(0, py) = U’(0, pp). Since py is arbitrary, we get that U(0,-) and U’(0, -)
coincide on Int(S,_)). By continuity, they coincide up to the boundary. Here, the initial time is
arbitrary and we can replace the initial time O by any other initial time ¢ € (0, 7). O

5. Proof of the a priori Holder estimate

The proof of Theorem 2.10 is the core of the paper. The main ingredient is a coupling
estimate for the diffusion process associated with the linear equation (4.12), see the statement of
Proposition 5.3. Whilst this approach is mostly inspired by earlier coupling arguments used to
prove regularity of various classes of harmonic functions (see for instance [20, 21, 26, 51]), we
here need a tailored version that fits the specificities of Kimura operators. In short, the coupling
estimate we obtain below does not suffice to conclude directly in full generality. In fact, it just
permits to derive the required Holder estimate in the case d = 2. In the higher dimensional
setting, we need an additional argument that uses induction on the dimension of the state space
to pass from the coupling estimate to the Holder bound; see Remark 5.4 for a first account and
Subsection 5.2 for more details. In short, the rationale for this additional induction argument
is that the coupling estimate obtained in Proposition 5.3 blows up near the boundary, except
when d = 2. As for the induction argument itself, it is based on a conditioning property that is
proper to Kimura type operators: Roughly speaking, the last d — m coordinates of the diffusion
process associated with the linear equation (4.12) (see also (2.27)) behave, conditional on the
first m coordinates, as a diffusion associated with a linear equation of the same type as (4.12)
but in dimension d — m instead of d, see Proposition 5.2 for the complete statement. It is worth
mentioning that our induction argument is inspired by the work [2]. Therein, the authors prove
a gradient estimate for simpler and more regular forms of drifts by iterating on the dimension
of the state space. Differently from ours, their approach is purely deterministic: As a result, the
conditioning principle exposed in Proposition 5.2 manifests implicitly in [2] through the form of
the underlying Kimura operators.

Throughout the section, we are given coefficients b = (b))ieqay, b° = (b} )icpay, 1 and £ as in the
statement of Theorem 2.10. Then, the aforementioned diffusion process associated with (4.12)
is given by the following statement.

Proposition 5.1. Consider ¢ as in (2.19) with § € (0,1) and k > &*/2, for € > 0. Then, the
stochastic differential equation

AP, = ((P) + bi(s, Py) + Pibi(s, P)d + &P} > VPRI seinTl ictdl (.1

Jjeld]



is uniquely solvable for any initial time in t € [0, T] and any (possibly random) initial condition
in Int(Sy4-1). Moreover, the coordinates of the solution remain almost surely strictly positive. In
particular, for any (t, p) € [0, T] xInt(Sy_1), for any [t, T1-valued stopping time T (with respect to
the filtration BV ), any function u as in the statement of Theorem 2.10 (with (2.27) therein being
replaced by the more rigorous version (4.12)) admits the representation

u(t,p) =E ) (5.2)

.
u(t, P27y + f h(s, PiP)ds
t

where PP is the d-dimensional process whose dynamics are given by (5.1) and starts from p at
time t. In particular, the L bound in Theorem 2.10 holds true.

Proof. Strong existence and uniqueness may be proven in Proposition 2.2 (Equation (5.1) is
slightly more general than the equation handled in Proposition 2.2, but the proof works in the
same way). Representation of « is a straightforward consequence of Itd’s formula (as in the proof
of Theorem 4.3). O]

It is worth observing that, taking 7 = T in (5.2), u has the (standard) representation:

T
ut, p) = B|€(P) + f W Ps], p) € 10,71 X Int( a0, (53)
t

which is of course very useful to us. Indeed, using a standard mollification argument (taking
benefit of the fact that the coefficients (b;)icfay and (b7)icfqy are continuous), we can easily ap-
proximate the coefficients (b;)icfqy and (b} )iy for the sup norm by sequences of coefficients
((B)iegap)n=1 and ((bf’"),-eudu),,zl that are time-space continuous and Lipschitz continuous in the
space variable (uniformly in the time variable). Hence, if we prove that u in (5.3) satisfies the
Holder estimate stated in Theorem 2.10 for coeflicients (b;)ieay and (b)icqy that are Lipschitz
continuous in space (uniformly in time), we can deduce that the same holds when (b;);¢j4) and
(b?)iejay are merely continuous by passing to the limit along the aforementioned mollification's.

In other words, we may assume for our purpose that (b;)icja) and (b?);ejqy are Lipschitz con-
tinuous in space, uniformly in time, provided that we prove that the resulting Holder estimate
does not depend on the Lipschitz constants of (b;)cpay and (b )icpay-

Throughout the section, we assume that, as in the statement of Theorem 2.10, £ is in (0, 1).

5.1. Preliminary results on coupling and conditioning

5.1.1. Conditioning on the m first coordinates

The core of the analysis is based upon the probabilistic representation (5.2) and in turn on
the properties of the process P = (Pl,-- -, P!)o<r solving equation (5.1).

As we already alluded to a few lines before, our general strategy relies on an induction argu-
ment based upon the dimension of the state variable. This is precisely the goal of this paragraph
to clarify the way we may reduce dimension inductively. General speaking, the arguments is
based on a conditioning argument.

16 As noticed in Remark 2.11, we may think of adapting the argument when (b;);efa) and (b7 )iefay are just measurable.
In such a case, we could no longer approximate them in sup norm and we should work instead with some L” norm. This
should require to control the mean occupation measure of the process P"? in terms of this L? norm. We believe that this
is possible thanks to the ellipticity property of the operator inside the domain.
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In order to make it clear, we rewrite (5.1), but using (at least for the sole purpose of the
statement of Proposition 5.2 right below) the letter X, instead of P; for the unknown:

aX; = (X)) + bi(t, X)) + Xib3 @, X,))dt+s\/;; > XJAWY, teln, Tl ieldl, (5.4)
Jeldl

for a given initial time #y. Our rationale to change P, into X, is motivated by the fact that we feel
better to keep the letter P, for the new state variable once the dimension has been reduced. The
objective is then to write the law of (X;),,<;<r in the form

l {e] (o] (o} 1o} -
XDz = (PP PP (PP, -+ S (PPI™) (5.5)

to<t<T’
where P° = (P} = (P;”l, o PP™")<<r and P = (P, = (PL, -+, PY™)), <1 are new stochastic
processes taking respectively values within the set S, = {(p{,---,p;) € R)™ : X2, p; < 1}
and Sy_p-1 = {(p1.-++ » pa-m) € R : T p; = 1}. Above, ¢ is given by

s(p°) = \/1 =Py ++pn), (L Py €S,

Proposition 5.2. Given coefficients (b))icjay and (b;)icjay as in the statement of Theorem 2.10,
there exist new coefficients

° (E)ie[d_m], with values in (R.)T™, that are bounded by a constant that only depends on
(1billoo)iegan,

) (Ef)ieﬂd_mﬂ, with values in R*™ that are bounded by a constant that only depends on
(1billooViegay and (167110 icgas

and that are Lipschitz continuous in space uniformly in time such that

o whenever § € (0,1) and k > €%/2,

e for any family of antisymmetric Brownian motions W = (W: = (W?’i’j),; Jjeldl:i+j)osi<T Of
dimension d(d — 1)/2 that is independent ofW = (V_V, = (W;J)i’jelld]]:i#;j)OStsT,

e for any given initial condition (ty, p°, p) € [0, T] X Sm X Sa-m-1,
the system
dP} = (P (@(P (PP} + bilt, Py, P) + Pibi (1, Py, P))de

+es (P D) PIPIAW”, ie[d-m],
jeld—m]: j#i
APy’ = (@(Py) + bilt. (P}, S (PY)P)) + Pib (¢, P}, $*(P)P))dt

ve 0 NPEPYAW Y v eeP) P DT \PIAW i

Jelml: j#i Jjelld-m]

(5.6)

Jort € (1o, T], with (P}, Py,) = (p°, p), has a unique strong solution, which satisfies the identity
in law (5.5) whenever (5.4) is initialized from (p°, ¢*(p°)p) at time t.
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The proof of Proposition 5.2 is deferred to Subsection 5.4. Throughout, we denote by
FW'W = (FV"W)ooicr the augmented filtration generated by W° = (W, )o<i<r)i jeqayix; and
W= ((W,”J )o<i<T)i,jeld]:i+j> the latter two being implicitly understood as two independent collec-
tions of Brownian motions such that W = (Wi — Wity 2 and W = (Wi — Wity /2,
when W and W are as in the statement of Proposition 5.2.

5.1.2. Main coupling estimate

Proposition 5.3. Assume that 6§ in (2.19) belongs to (0,1/(4 Vd)) Moreover, take two initial
conditions (ty, p°, p) and (ty,q°,q) in [0,T] X Sm X Sgem—1, withm € {1,--- ,d — 1}, such that
p°hi=pi+-+py, <1/2,1g° £1/2, and |p — q| < 52/(64Vd). On the (filtered) probability
space carrying W and W, call (P> = (P!, -+ | P™"™), P, = (P, -+ , P4™)), _ier the solution to
(5.6) with (ty, p°, p) as initial condition.

Then, for any n € (0,1), there exists a threshold kg > 2, only depending on n, € and
(1BillooYiegay (but not on &) such that, for any k > ko, we can find a constant C, depending on
0, & & 1, (Ibillo)icgay, (167 1lco)icgay and T such that, provided that |p — gI'3 < T — 1y, there exists
an adapted process (0 = (O, -+, 07™), Q1 = (0}, -+, Q"™)y<i<r that has the same law as
the solution to (5.6) with (ty, q°, q) as initial condition and for which the following property holds
true.

If we call

P ::(\/;},...,W), 0, :(\/E; , \/@) 1€ lto, T,

and
o:=inf{s>1:|P; - Q> |P,— QJ}, p:=infls>1:|P}|, > 3/4), 5
o=inf{s>1: |P,— Q)| >6/4), t:=inf{s>1:|P,— Q| =0},
then
lp—q'"
Pllws <7 renpd < Cminie[[d—m]](max(pi’ a))"’ 68

where ws =@ AS, with@w :=pAo Ao ATandS =ty +|p—q|'.

The proof of Proposition 5.3 is deferred to Subsection 5.3.

Remark 5.4. We now explain the difficulty when the dimension d is greater than or equal to 3
and the reason why we need an induction argument to derive the required Holder estimate.

A naive way to proceed is indeed to choose m = 0 in the above statement. In such a case, the
process (P, , P4 in (5.6) coincides with the solution (P, --- , P%) in (5.1). In other words,
Proposition 5.3 with m = 0 reads as a coupling estimate for the solution to (5.1).

Let us now see what the right hand side of (5.8) becomes when m = 0. Up to an obvious
change of coordinates, we then may assume that minegsy(max(p;, g;)) = max(pi, q1), in which
case the right-hand side of (5.8) writes |p — qll/lz/max(pl,ql)”, both p = (p1,--+ ,pa) and
q=1(q1, " ,qa) being now regarded as d-dimensional vectors. The point is then to upper bound
Ip — ¢|''?/ max(py, q1)". When d = 2, this is pretty easy because

p—dl = b1 =P +1p2 = 2P = \Jlp1 = @i + 101 = p1) = (1 = )P < VZIpy =il
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and then we get
1/12

lp — 4l < \/§|p_q|l/l2—r7'
max(pi,q1)"
Unfortunately, this argument no longer works when d > 3 since, in that case, one of the entries
(Ipi = qil)i=2... « may be much larger than |p; — q,|.

5.2. Derivation of the Holder estimate and proof of Theorem 2.10

We now explain how to derive the Holder estimate in Theorem 2.10 from Proposition 5.3.
As we already alluded to, it relies on an additional iteration on the dimension, which is in turn
inspired by earlier PDE results on Kimura diffusions, see for instance [2]. The induction assump-
tion takes the following form.

Take h, € and u as in (4.12). For a given m € [d]], call &, the following property: For any
g,n e 0,1)and 6 € (0,1/(4 \/3)), there exist a threshold «y, only depending on &, n, m and
(I16:ll0)iegay» and an exponent & € (0, 1), only depending on 1 and m, such that, for any « > «o,
we can find a constant C, depending on 0, &, &, 1, (1b;lleo)icgay> (167 1lco)icgays 1Plloos [€1l1,00 and T
such that, for any p = (p1,- -+, pqs) and g = (g1, ,qq) iIn Sy_1,

lp—ql*
na

(5.9)
max(p, g),,,,

|M(t7p17"' ’Pd)_u(t,ﬁha"' »Qd)| < C

where max(p, ) denotes the mth element in the increasing reordering of

max(p, q) = (max(p1,q1), -+ ,max(pa, qa))-
We then have the following two propositions:
Proposition 5.5. Within the framework of Theorem 2.10, &7\ holds true.

Proposition 5.6. Within the framework of Theorem 2.10, assume that there exists an integer
me{l,---,d— 1} such that 2,, holds true. Then, ..\ holds true.

Notice that Proposition 5.6 implies Theorem 2.10: It suffices to choose n = 1/2 in &2,
noticing that max(p, q)(4) is necessarily greater than 1/d. Below, we directly prove Proposition
5.6. The proof of Proposition 5.5 is completely similar (somehow, everything works as if we had
a property ).

Proof. Forsomem € {1,---,d—1}and some 1 € (0, 1/4), we consider « as being the maximum
of ko given by Proposition 5.3 with 1 replaced by n/12 therein and of «y given by &2, with n
therein. Also, we consider @ given by &, and k > xy. We then assume that &7, holds true and
we take p,q € Sy-1 together with ¢y € [0, T]. Without any loss of generality, we may assume
that

max(p1,q1) < max(pz,q2) < -+ < max(pp, gm) < (5.10)

2md’
Observe that if the last inequality is not satisfied, the bound (5.9) at rank m + 1 (at ¢, instead of ¢)
is a straightforward consequence of the bound at rank m with (2md)"*C instead of C as constant.
For sure, we may also assume that

max(p1,q1) < max(pz,q2) < -+ < max(pg, qa)s (.11
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in which case max(py, q4) is the largest element in the sequence max(p;, q;). In particular, at
least p, or g, is above 1/d (since one of the two elements dominates all the other elements in
the family (p1,- -, pa.q1,- - »q4))- Hence, we may assume that min(py, q4) > 1/(2d). Again,
the proof is over if not since |p — ¢g| is then necessarily larger than 1/(2d): Tuning C accordingly,
(5.9) follows from the fact that u is bounded, see Proposition 5.1. By the same argument, we
may assume that [p — g| < 52/(128d%7%).

First Step. Clearly,

|u(t0’p|"” ,Pd)_u(to,CIl»"‘ ,‘]d)|

= Z(lu(to"ha”"Qi—l,Ph'",Pd—l,l_‘h_"'%'—l_ i~ Pa-1)
ielml
—wllo, g1y G Pivtse 5 L= q1 =+ qi = pivi =+ = pa-1)|) (5-12)
+ |ulto, g1, o Gs Pnsts 2 Pa—1: 1 = @1 =+ G = Pumat =+ = Pa-1)
—u(to,QI,“',qm,qm+1,"')|,
with the obvious convention that (g1, - ,qi—1, Pis*** »Pd-1, 1 —q1 — - qi-1 = pi — -+ — Pd-1) =

(p1,-++,pa) when i = 1. Notice from (5.10) and from the bound min(p,, ;) > 1/(2d) that, for
ielml,q+--+q <1/Q2d)and p; +- -+ pg-1 < 1 —1/(2d), which fully justifies the fact that
all the entries above are non-negative. Obviously, by the induction assumption, for any i € [m]],

Z(|M(to,(11,"' sqi-1>Pis* "+ s Pa-1, 1 = q1 =" qi-1 = pi =" = Pa-1)
i€[m]

—u(to,q1," -+ qi, Pirts - s 1L —q1 =+ qi = pivi —"'—Pd—1)|)

|Pi - qi|a (1-pa
<C Z na < Clp - ‘Z| P
iy ax(P: @),

where we used the fact that max(p, q)¢ny = max(py, q,») and where we modified the value of C
in the last term. The conclusion is that, in (5.12), we can focus on the last term. Equivalently, we
can assume that p; = ¢;, fori = 1,--- ,m, provided we replace (5.11) by (which is weaker, but
which is the right assumption here since there is no way to compare properly the last coordinates
in the last term of (5.12))

max p; = Max ¢; < Max(Pms+1> gm+1) < - -+ < MaxX(Pa-1, ga-1), (5.13)
i€[m] i€[m]

with g4 > 1/(2d). We now invoke Proposition 5.1 to represent u(t, py, - - - , pq) and u(t, g1, -+ , qq)

through the respective solutions to (5.1) together with Proposition 5.2 above which provides an-

other representation for the process used in the Kolmogorov formula (5.2). In particular, we

can find (P>',---, P> P! ... P ™) as in the statement of Proposition 5.3 such that the tu-

ple (P>!,--- P> ¢2(P°)P',--- ,g2(P°)P¥™) has the same law as the solution to (5.1) when

starting from p at time f#, and, in a similar manner, (Q°’1, s, Q%M Ql, cee ,Qd"”) such that
the tuple Q%L -+, 0°", A0, - -+, ¢*(0°)Q%™) has the same law as the solution to (5.1)
when starting from ¢ at time #y. In particular, we have (PZ)’l, e PP = (QZ)’l, 00 =

P°, with p° = (pry- pu)y (PLoees P = 625 (pat, -+, pa) and (Q1 -+, Q4m) =
S2(P°)Gms1s* > qa)-
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Then, for any deterministic time S € [#y, T], using the same notation as in the statement of
Proposition 5.3,

wto, pr--+ > pa) = Blu(ws, Pot, - Pot, (Py )PL - 2 (PL)PL™)| + O(S = 1),
u(to,q1," " >qa) = [ <ws»Qw;»"' O 6 Q5 )00+ S (05 )5 )]"‘O(S — o),
(5.14)

where |O(r)| < ||hllor. To make it simpler, we also let (the notation (X;);,<,<r below is rather
abusive since (X;);,<;<r also denotes the solution to (5.4), but, in fact, Proposition 5.2 says both
(X1)r,<i<7’s have the same law)

Xo= (PP PP (PP - S (PP,
e (RN i (0 T IR (e NI A T A
We then denote by (max(X;, Y;)q), -, max(X,, Y;)) the order statistic of the d-dimensional

tUPle (max(X;, Y;)1,--- . max(X,, Y;)a).

Second Step. We first assume that S := 1y + |p — g|'/> < T. The strategy is to split into four
events the set Q over which the expectations appearing in (5.14) are computed.

Ist event. On the event E, := {wg = 7} C {(PL, -~ ,PL™) = (QL .-+, Q%™)}, we have,
by the induction assumption and from the Lipschitz property of %,

lu(@s, X)) — u(ws, Yory )| = | (WS,Pwi"' " G (PLOPL - 6 (P )P m)
-u(ws,Qw§,~ Qws,g (05,)0%,.+++ .X(Q5)0%™)
c e
77 |Pos = Qus | > (5.15)

-~ max(Xoy, Yoy )y

the constant C being allowed to change from line to line provided that it only depends on the
parameters listed in the induction assumption

Assume that max(Xq,, Ym Yoy < max (X’ @5 m) forany / = m+1,--- ,d, then necessarily
max(Xo , Yoy )ony = max(X5, , Yi ) forany i =1,---,m. We then obtain CIP;;S - Qg |17 ag
upper bound for the right-hand side of (5 15) Therefore, we can focus on the complementary
event when max(Xeg,, Yo Jom) = max(X! )forsomel=m+1,---,d. We obtain

ws ID'S

@
B

(s, Xer,) = (s, Yoy )| < CIPS, = 03 1070 + Z

I=m+1

PO _ o ]
max(Xfzr YLy ™ O,

which we rewrite into (recalling that p; = gy, -+, P = gm)

Py = Qg — Q1)
d

C X i . . (5.16)
" Z max (X5, Yo )™ Pos = P = (Coy = Q)1

I=m+1

lu(wS,XwS) - u(ws, Yw;)' <

In order to upper bound C/(max (X%, . YL DT, we expand (XH™21%), <1< by 1td’s formula, for
I=m+1,---,d. To do so, we recall that (X!, ---, X% has the same law as the solution of
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(5.4). Tt is an It6 process with bounded coefficients (in terms of (||l|c0)i=1, .« and (|57 ]le0)i=1,.-- a)-
Importantly, the drift of the /th coordinate is lower bounded by k—[|b; [l p; when p; < 6. Recalling
that ko > 2&%, we easily deduce that, for a new value of C (say C > 1) whose value is allowed to
change from line to line (see also footnote 15 for the meaning of the inequality right below),

(x>t - 1))

< (€ = 1) XD = na(2k - £2(1 + 2na))(t — 10)™A(XD) )t + dim,
< (€ = 1) (X1 = €7t = 1) (XD P )dr + dm,

= (1= 1) (X)) (C(t - 1) = €7 (X) ")t + dim,

< (1= 1) XD (C( - 1) = CTH XD ginoigycrydt + dmy

< C(t—1o)"* "™ at + dmy,

where (m,),>0 is a local martingale. Recall that < 1/4 (see the remark at the very beginning of
the proof), we get by a standard localization argument:

E[(XL,) 2" (ws — t)**] < C.

Using the fact that the coefficients in the second equation of (5.6) are bounded, we deduce that,
from Kolmogorov—Centsov theorem, P° — Q° has a version that is 1/3-Holder continuous and
the Holder constant A has a finite fourth moment, which we may assume to be bounded by C.
Hence,

FP;S—-Q;S—(P;-Q;NM

E
(@s —1)*2

] < E[A%(ws - 1)""°] < CE[(ws — 10)*]">.

Similarly,
B[ 175, = Oy = (P} = I ] < BIAY (@ = 1))
< CE[(ws — t0)2(1_'7)"/3]1/2.
From (5.16), we get (use the condition n < 1/4 to get the last bound)

E(ju(@s. Xa,) — w(@s, Yo, |1E, | < CE[(ms - 1) ] + CE[(ws - 10)"]"*
<Clp-qI"P° + Clp—g/"7*® < Clp - gI""**.  (5.17)

2nd event. On the event E; := {[PS, — Q2 | > [Py; — Ogl} O {ws = o} (with the same
notation as in the statement of Proposition 5.3), we have

o o 2 . . 2
Koy =Yoo = Y [P = Qo[+ D [Py = O
ie[m] ield-m]
0.i o.i |2 Bi 5 12| A ? o o 2
= Z PTU’S - Qw,s + Z |Pws + QWS' |P1Us - Qwsl < 5|Pws - QWS' !
ie[m] ield-m]
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Modifying the value of the constant C in (5.9), we deduce that

lu(@s, Xory) — (s, Yory )| = |u(wS,P§;;§,~~ Py, GH(PLOPL -+ (P )PET)
—u(@s, Q3L O, (05O 67 (Q5 )05 )
C e e
na Pw; - Qw; >

-~ max(Xoy, Yoy ) g

which is the same as (5.15). Therefore, we get the same conclusion as in the first step, see (5.17):
E||u(@s. Xoy) = u(@s. Yo [1E, | < Clp = g1/ (5.18)

3rd event. We now consider the event E3 = {Supyey 51 1P7 I = 4} D {ws = p}, where we
recall from (5.10) that |P7 |, = X2, pi < 2 7 < 2 Obviously (since the SDE for P° has bounded
coefficients), there exists a constant ¢ such that E[sup,., s |P; — P[] < c(S —10) = c|p — q|'>.
Therefore, using the fact that u is bounded together with Markov’s inequality, we deduce that

E[[(@ A S, Xons) = u(@ A S, Yors)|1E, | < Clp — gl (5.19)

4th event. Lastly, we let E4 := {@s < T A o A p}. Since ¢72(p°) = ¢72(¢°) < 2d and

lp — ql < 6*/(1284°%), we have s 2(p°)(Pust. -+ + Pa) = § G Gt -+~ qa)l < 6%/(64Vd),
Hence, by Proposition 5.3 (with p therein being given by ¢™2(p°)(Pms+1. - - - » pa) and similarly for

g) and with 7 therein being replaced by 1/12, we know that, for a new value of C,

|1/12 |1/12 |1/12

lp—q lp—q lp—q

Wil 1, a(Max(pi, g2 = max(Pmer, gme)?? max(p,q)gll)rzl)’

P(E;) < C

where the derivation of the last two terms follows from (5.13) and from the condition max(p4, g4) >
1/(2d). Since the left-hand side is less than 1, we deduce that, for any exponent 8 € (0, 1],

lp — qff/"?

P(E4) < P(E4)'8 <CF f’l/u s
max(p q (m+1)

and then, for a new value of C possibly depending on j3,

lp — g’
T (5.20)

E“M(ZU A S,XU/\_g) - M(w A S’ Ym/\S)|1E4] <C———
max(p, q n+1)

Conclusion. Here is now the conclusion of the second step. For the same 7 and « as before,
choose the largest 8 € (0, 1] such that 8/12 < a/36. Finally, let @’ = $/12. Deduce that, for a
possibly new value of the constant C therein, all the terms in (5.17), (5.18), (5.19) and (5.20) are
bounded by C|p — ¢|*’ / max(p, q):';’:;l). Since E; U E, U E3 U E4 = Q, we deduce that

lp—ql”

E“u(w AS, Xors) —u(@w A S, YwAS)H <C———rm\
max(p, q)(m+1)
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which together with (5.14), is 2,1, at least for initial conditions (¢, p) and (fy, g) such that
T —ty > |p—gq|'3 and 5 < 1/4. As for the requirement < 1/4, this is not a hindrance: Since
the denominator in (5.9) is less than 1, the exponent can be increased for free. As for the case
T — 1ty < |p —g|'3, it is discussed in the next step.

Third Step. It remains to handle the case that # + |p — g|'/> > T. We then rewrite (5.14) in
the form

wto, pr.-++ »pa) = BlO(PF', -+, PP, (PP, . (PRPF™)| + OT — 1),
ulto, g1+ »qa) = B[E(Q5", -+, 07", (@O -+, (0PQF™)| + O(T = to).
By (5.5), each expectation may be (directly) rewritten by means of the solution to the stochastic

differential equation (5.1). Since the latter has bounded coefficients and since ¢ is Lipschitz
continuous, we deduce that

lu(to, p) — u(to, Pl < 16(p) = ()| + lu(to, p) — E(pP)| + lulto, q) — £(@)l < Clp — gl + C(T - 15)"2,

for a constant C that only depends on «, [|€]|1,c0, (1billco)icray @and (165 ]lco)ieay- Since T — fy <
|p — g|'/3, this completes the proof of 2,,,; in the remaining case when T — 1o < |p — ¢|'3. [

5.3. Proof of the coupling property

We now prove Proposition 5.3 by means of a reflection coupling, inspired by [20, 47].
Throughout, we use the notation Z; := P, — O, for ¢t € [0, T].

5.3.1. Preliminary result

Proposition 5.7. Under the same assumption and notation as in the statement of Proposition
5.3, there exists a constant C, only depending on 6, k, (|b;lleo)icgays (167 |lo)icyay and T such that
(see footnote 15 for the meaning of the inequality right below),

Zi B ~-1 Po + -1 o Zl.
dz<Cdi+ » - Bl 4y S PD+TOD 7

ield=m] |Zi| max (P}, 0}) 2 i, jeld—m]:i%;j \Z|

dw,'Pl, (5.21)
forte[ty,w AT), wheje foreach i € [d — m]l, (B)o<i<r is a progressively measurable process
that is dominated by 4||b;||co.

Proof. Throughout the proof, we use the convention Wil :=0,fort€[0,T]and i € [d — m].

First Step. The first step is to perform a change of variable in equation (5.6), letting therein

Pl = \/;, 1€ (10, T), i € [d - m].
By It6’s formula, we get
O(GP(PYP) + bi(t, Py, P) + (POPDY(t, P P) 62 &2

dP = ¢7X(P° — -+ P)dr
=S (r)( 2P§ 8P§ 3 t)

(5.22)

—1/ po
S ( t) P{dW;’j,

jelld—m]

+ &
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for t € [ty, T], which prompts us to let
QS +bi(t, 1°, 1) + b6 1° ) &2 &
= - + —
2 8y 8

forr° € S, and r € Sy_p_1. Denoting by B° and X° the drift and diffusion coefficients in the
dynamics of P° in equation (5.6), we then look at the solutions of the coupled SDEs:

Bi(t,r°, 1) : N

. . —1 P° _
dP! = ¢7X(P})B;(t, P, P,)dt + SM Plaw,’
Jjelld—m]
dP? = B°(t, P%, P)dr + °(1, P, P,z?(WQ,Z | (5.23)
i -2/ NT o S Sicp AT p \isJ
dQ] = ¢HQNBI(1. 0. Qdr + £>—=2 3 OJ(RAW,R)),

Jjelld—m]
dQ° = B°(t, 00, Q)dr + 2°(1, 02, Q,)dW?,

where Qi = (@)2, fort € [ty,T] and i € [[d — m], and where R, denotes the reflection matrix:

(P — Q)P — Q1)
P, — O
with 7 := inf{t > 1, : F, = é,}, 14-, standing for the identity matrix of dimension d — m. The
initial conditions are F,U =p:=+p, P; =p°, é,o =q := y/qand Q; = ¢°, for the same p, p°,

q and ¢° as in the statement of Proposition 5.3.

We claim that (5.23) is uniquely solvable in the strong sense, see Lemma 5.9. Importantly,
we prove in Lemma 5.8 below that ( ft : RSdWJRS),Z,0 is an antisymmetric Brownian motion of
dimension (d — m)(d — m — 1)/2. Since (5.6) is uniquely solvable, this proves that the law of
(Q7, On)y<t<r coincides with the law of the solution to the first two equations in (5.23) when the
latter are initiated from (g°, +/g) at time fy. In other words, the law of (Q;, O,), << coincides
with the law of the solution to (5.6) when the latter is initiated from (¢°, g) at time #;,. We then
define the stopping times p, o and o as in the statement of Proposition 5.3.

T
Ri= =2 Licr, 1007, (524)

Second Step. We now have a look at (Z; = F, - Q),OS,ST. Using the fact that R,é, = F,, for
tety,TAT), we get
- - = — 77 -
dwW,P, — R, dW,R,Q, = dW,P, — R, dW,P, = ZWdW,P,.
t
We deduce the following expression
/R—— — zi
@(dW,P{ - R[dW,R;Qt) = 2@dW{Pt.
Now, we may compute the bracket of the above right-hand side. We get
Z?

1 ziz!

—(Z-dW,P,) = S (596 — 61404 PP (5.25)
2 LUY L) LYt tot
drZ,| i,jeld-m] i/, j’ €[d—m] \Zi]
Z = (140, P))? 1 ~ 1
=1 (L Py =1 - 22 - (1-(0,, P)) = 1 -~ |7,
1z 2-20, Py 2 4
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which holds true for t < T A 7. More generally, we need to compute the bracket of ( ft :M dwW,P, -
Ry dW R,Q,),,<i<1. For i, j € [d — m] and € [to,T), we have

— = o 27 — —\i (ZZ — —\i
((dW.P, - RAW,R,Q,).(dW,P, - RAW,R,0,)') = 4((=—%-dW,P,) . (-dW,P,)')

\Zi[* \Z:*
Here,
ZZ — i (ZZ — —\ 77z 7 o
((detp,) ,(de,a) )= > — (@R @W P,
' d k,leld—m] !
Now,
1 —= == 1 —ik—, —jl—
S{@W.PY. ([@W,P)) = D1 —(dW, P AW, Pl)
k,lel[d—m]
= Z ﬁfﬁf(&"jdk,l - 6,"16]',]{) = (5,"1' - ﬁ;ﬁ[j
k,le[d—m]
So,
1 <(z,zj dWF)i <Z,Z,T dWF)j>_ D 7i7)7}7! (5~ P°P)
.\ S\ T = 72 \9%l—
de\N\izp T zp T Lz .
zz] 7z, 5.
= - 7, Py’
T
And then,

zizl 7z
iz 1zl

1 — — — _ ) —
5 (@W,P, — RAW,R,Q,)'. (AW, P, - RAW,R,Q,)') = 4( (Z,P)’).  (526)

Third Step. Now, we return to the equation satisfied by (Z,), <i<r:

dZ, = [¢2(P))B(t, P;, P) — s 2(Q0)B(1, 05, Q)]dr
sTH(PY) sHO)

+e dW,F, —-& > RldW,R,Q,

for t € [0, T']. The point is to apply It6’s formula to |Z|. Using the relationship R, 0 =P, together
with the fact that Z/ R, = (R,.Z,)" = —Z], we get, fort < w A T,

ZT — N>y o _ oS 5 g*l(PO) +g71(Q0) ZT o
diZ| = Sl (PB(, P, P) = s(Q)BU( 07, Qp]dr + 82— Dz i B,
|Zt| 2 |Z,|
2 .
€ — o\ 1Y D _ ° — ~\1
* § Z [((g‘ 1(Pt )AW. P, = ¢ 1(Qt )RdethQt) >
i,jelld—m]

(s7'(PAW, P, - 7 (Q))RAW,R Q)j) X L(5- - Z’—Z’j)]
U T e



At this stage of the proof, we have a special look at the brackets in the last two lines in the above
expression. By Kunita—Watanabe inequality, we get, fort < @ A T

(67 PAW,P, - 7 (QDRAW,RG,) . (7 (P)AW, P, — ¢ (C)IRAWiR, O, )

= §'72(P )<(szﬁz - thWszét)i7 (thFt - thWthQr)j> + 0(|§'71(PO) §71(Qz

D)|)dr,

where (O(ls™ (P) — 7 (Q9)))o<i<war stands for a progressively measurable process that is dom-
inated by C(ls™'(P9) — ¢71(Q?

“H(O9))o<r<mnr for a universal constant C. Invoking (5.26), we get

(7' P)dW,P, 5~ (Q;’)R,dW,R,Q)", (7 (P))dW, P, — s (CIRAWiR,O,) )

- 77 o

42 (P )(|Z|2 |Z|4< Z,. P,)?)dt + O(|P; — 05|)dr
_ z J le]

= 4672(P )(IZ|2 o P,)y?)dt + O(1Z)dt,

where we used the fact that # < o to derive the last line of the statement. As before, the process

(O(Z))o<t<wnar is a progressively measurable process that is dominated by (C|Z;|)o., a7 for a
universal constant C. Returning to the expression for d|Z;|, we then get that

LS (s enawp,

- S'_l(Q;))th"_Vthét) ,
i, jeld—m]

R T PPN S | ziz/
(s7'(P)AW, P, - ™ (Q)RAW,R,Q,) ) X @( = )| 627
L op 7zl 77! zi7!
= —¢ (P)) , 0ij— dr + O(1)dt,
21z, ,jeu;nﬂ(w i o P R 1z |2)

where (O(1))o<<war stands for a progressively measurable process that is dominated by C for a
universal constant C. The key fact here is that

7i7] 7i7! Ziy? Zy
)y zté‘(‘si,f_ zté)z )y (zt)2 _( D (ZI)Z) =i-1=0
i,jEI[d—m]ll | Z ie[d-m] Z ield—m] 1z

We deduce that the last line in (5.27) reduces to O(1)dt. We end up with

Z _1 P° ~1 ZT
Az = ZlsT P VB P2 Py — 62 (Q0)B(, 07, Qldr + 65 LD S (G0)

ZLaw, P,
2 izl !
+0()dt, t<wAT.

Fourth Step. We now have a look at the drift in a more precise way. Recalling that

2 po\ pi 7 o DiN270 0
— PP + bi(t, P?, P;) + (P)“bS(t, P, P, '
Bl‘(t, P;,PZ) — QD(S‘ ( [) z) l( t ~.l) ( [) 1( l) _ _ + —Pl
2P, ,
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we write

@(GA(P2)PY) + b1, P2, Py) — &2 /4

Zi
dzl= > ZL[sP)

ie[d-m] z 2P,
20\ )i 7. o _ 2
_g_z(Q;))QO(g (Q,)Q,)+bzg7 07,0 —¢ /4]dt+ oy dr
20,
—1/po -1 o T
+8g (P[)+§ (QI)Z_tdW[F;,

2 1|

where the constant dominating O(1) is now allowed to depend on (”E?”oo)ie[[d_m]]. Fix now an
index i € [d — m]. Then, on the event P! < O, we have, fort < w A T,
Z
1Z:|

|Zti| o o i DA i
< C_|Pt - Qz| < C|Zt| < C(Pt + Qt) = ZCQz,

—2(po\ _ —2(N°
|S‘ (Pz) S (Qt) Z

for a universal constant C. Proceeding similarly whenever Q! < P!, we can find a collection of
non-negative bounded processes (({)o</<r)icjd—m) (bounded by 4 since §72(P?) and ¢72(Q9) are
bounded by 4 for t < @ A T) such that

4z - "2’4: z g,.[mz(P;’)P;) + Dt Py P) — /4 9(S(07)0)) +bilt, 0. ) - 82/4] 0
4z 2P 20
—1 Po + —1 o ZT o
roydr+ e IS OV Z 55 AT

2 1Zi|

Notice that, on the event {max(Pi, Q') > 6}, we have min(P!, Q%) > §/2, fort < @ A T, since
|Pi— Qi] < 2|Pi - Qi] < &/2. Allowing O(1) to depend on &, k (|Ibilleo )iega—my and (155 lloo)icga—mi»
we get

d-m ;i 2/ poy pi 7 o 2
eSS (PP + bilt, Py, Py) — 64
dzl< ) =L =
< 2 il 2P
_9(SONQ) + bilt, 05, O — £ /4
20
P+ 7/

P
—dW,P;,, t< ANT.
2 iz “

] Limaxcpi 0i)<sd1

+0()dt +¢&

55



Now, it remains to see that

PSP (POP) +bilt, P5, P) = 8214 o(¢X(Q9)0)) + bilt, 07, Q) — €2 /4

2P 20!
— ‘P(§ (Q[)Qf)+b(t Q[7Qt)_8/4(__i)
2 o P
| PSS PP +bit, P, P) — [9(6(QN)0) + bilt, O], O]
o”
_ 9S00 +bilt, Q7. Q) ~ £/4 Z]
2 ﬁiéf
. Q(P(P))PY) + bi(t, Py, Pr) = [@(s*(Q5)Q)) + bi(t, 05 O, )]
2P’
Recalling that by, as given by Proposition 5.2 for each i € {1,---,d — m}, has non-negative

values, that « > «y > 2, see Propcﬁition 5.5', and that £ € (0, 1), we deduce that, on the event
{max(Pi, Q%) < 6}, p(s2(Q)Q}) + bi(t, 02, Q;) — €2/4 > 0. Therefore, whenever P > Q' and
Pi<§,

PSP (POP) +bilt, P5, P) = 8214 o(¢X(09)0)) + bilt, 07, Q) — €2 /4

2P 20
_ PSPIPY +bilt. P7, ) ~ [9(*(0)) Q) + bilt. 07, 00)]
B 2P
_ Kbt Py P) ~ K+ 56, 0. 01 _ Iille _ [bils
2P TP max(P!, Q')

Proceeding similarly when Q! > P! and Q! < 6 and then letting

By = Glbilloo Limax(pl, 0y <51

we get
l —1 Po + -1 ZT
d| ,|_Z — B gvomyare eSO L mE o,
1Zi| max(P’ 0 2 2]
which completes the proof. O

Lemma 5.8. Take (E)og,g and (ét)()gtsT two continuous FW V- adapted processes with values
in the intersection of the orthant (R.)? and of the sphere of dimension d. Then, letting

+
R =1, ( - 0)(P - Q) 1. 1€[0.T].

P, — O,
with T = inf{t > 1, : ﬁ, = é,}, 1, standing for the identity matrix of dimension d, the process
( fot deWsRs)OgtsT) with the convention W;’l :=0forte€[0,T] and i € [d], is an antisymmetric

Brownian motion of dimension d(d — 1)/2 independent of W°.
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Proof. We first extend the family W into a new family W of independent Brownian motions,
by letting W™ = W for i, j € [d] with i # j and by assuming that the family (W"),cp4y is a
collection of Brownian motions that is independent of W. We then observe that, for any i, j € [d]
with i # j,

t _ 1 f . 78 .
( f deWXRX) =—[( f RSdWSRS) —( f R‘YdWsRS) ] t€[0.T].
0 i Y20\ ij 0 Ji

In order to complete the proof, it suffices to show that the family (( fot deWSRS)OS,g)L jeldl:i%j
forms a collection of independent Brownian motions that is independent of W°. Independence
between (( fot R dW,R)o<i<1)i jefay and W is obvious. It thus remains to compute the brackets of

the family (( fol RSdWSRS)OSZST)iJ‘EHd]] to conclude. Using the fact that RI = R, and R,R, = I;, we

have
> REWHRY S RYAWEIRY = NN (RERRIRY )
kleld] kreld] kleld] k' reld]
nd kol ol
= Z (RI; R[s’ RS'IRS'/ ) = 5,‘,,'/5]‘,]‘/,
kJleld]
which completes the proof. O

Lemma 5.9. Under the assumption and notations of Propositions 5.3 and 5.7, Equation (5.23)
is uniquely solvable (in the strong sense).

Proof. We first observe that, at any time ¢ € [0, T'], the coefficients B(z, -) and B°(¢,-) are a prlon
defined as functions of the space variable (r°,r) € Sm X Sy-m-1- By projecting R™ onto Sm
(which is convex) and then R onto S,_,,_; (which is also convex), we may easily extend them
to the entire R¢. We then observe from Proposition 5.2 that the full-fledged drift coefficient in
the system (5.23) remains Lipschitz continuous in the four entries (P;, P;, Qf, O;) as long the
coordinates of the latter remain away from zero. Similarly, the diffusion coefficient remains
Lipschitz continuous in the same four entries as long as the coordinates of the latter remain
strictly positive and the distance between P, and Q, remains also strictly positive.

Therefore, we deduce that, for any small a > 0, the system (5.23) is uniquely solvable up to
the first time T when one of the coordinates of the vector (P, P, Q%., Q) i less than a or
the distance between P« and Q.. becomes less than a. Letting a tend to 0, we deduce that (5.23)
is uniquely solvable up to T = lim\ o T* A T.

By Lemma 5.8, we know that, up to time T, we may see (P;, P;)i,<i<r and (Q;, O1)ry<i< aS
solutions of an SDE of the same type as (5.6). Hence, by identity in law (5.5) and by Proposition
5.1 (or equivalently by Proposition 2.2, recalling that ko > 2), we deduce that, both processes
take values in S,, X S,_,, and that

]P’(lnf inf Py "> 0, inf inf o >0, inf inf Pi>0, inf inf Q,>0)—1

i€[m] to<t<T i€[[m] fo<t<T i€[[d—m] to<t<T ie[d-m] to<t<T

This shows in particular that the drift in (5.23) remains bounded up to time T and that it makes
sense to extend (by continuity) the process (P, P°, O, Q°) to the closed interval [0, T]. Moreover,
we must have
P(t=1)=1,
where we recall that T denotes the first time when the two processes (P;)p<;<+ and (Q;)o<;<r meet.
This proves the unique strong solvability on [0, 7]. Unique solvability from 7 to T is addressed
in a similar manner noting that the diffusion coefficient then becomes simpler, see (5.24). O
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5.3.2. Proof of Proposition 5.3
We recall that |p — g| < 62/(64 Vd).

First Step. The proof mostly relies on a Girsanov argument. Using the same notations as in the
statement and in the proof of Proposition 5.7, we let (see (5.22) and (5.23))

, 1 (. 2V2P!
W= W 4 = f Phids, W= V2P B Ly<o). (5.28)

f (¢7'(P)) + 71O max(Pl, 0Y)

for t € [to,T] and i, j € [d — m] with i # j, and W' = O for i € [d — m]. Then, for all
telty,@wAT),

ZT T o ZT _
2L AW, P, = Z ZLAW P, - —— (¥, - ¥))P,dr,
|Zz| |Zz| V2|7,
with
z .
(¥ - )P
V2iz,| ’
_ 2 Z BP BP )P
sHPY) +671(0) iy V2 max(P), Q) max(P/, Q)) '
_ 2 ( z B, 3 < Z 13> B!P] )
sTH (P +¢71Qy) ety 2 max(PL 0 Mz ; max(P/, Q)

jelld—m
where we used the identity 3’ jcpg—my (13,’ )2 = 1. Plugging the above identity into (5.21), we get

—1 o —1 T
P+ @D Z 5P, relwT), (5.29)

dlZ)| < Cdt + ¢
|Zi| > Zl

where C is a constant only depending on 6, «, (||billeo)i=1, a> (167 llc0)i=1,..a and T'.

Second Step. We now introduce the probability measure:
dQ 1 M i gy _ L i
F- exp(—g D f WAW - > f i dt (5.30)
i,jeld—ml:i#j i,jelld—m]:i#j

Under Q, the processes ((Wt' o io<t<T )i, jeld-m]-i=j are independent Brownian motions (the fact that
we can apply Girsanov’s theorem is fully justified in the third step of the proof). By (5.25), the
bracket of the martingale part in (5.29) is given by (up to the leading multiplicative factor)

1,2 1
—(ZLdW, P,y = 1 - |z,
dt<|Zt| P)=1 ng

In particular, there exists a Brownian motion (B;);,<;<r under Q such that

1P + 1O 1
Az < Cde + e5— ’)29 (Q’),/1—1|z,|2d3,, teltowAT) (5.31)
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Let now

—1 P°) + -1 o 1 62
d®, = Cdr + e6,dB,, 6, := min(* (’)2§ (Qt),c’)\/l—Zmin(IZtP,Z),

with |0,] = 1Z,| = [p — ¢, with p = (4/P1,"** , \/Pa-m) and similarly for g, and where ¢’ =
min{¢~"(p°), |p°|; = 3/4+6Vd/4) = (1/4—6Vd/4)""/. (Note that, for ¢ € [t, mAT), |[P°|, < 3/4
and |Q7]; < 3/4+|P; — Ol < 3/4+ ymlP; — QF| < 3/4 + sVd/4 < 3/4+1/16 = 13/16.)
Obviously, |Z;| < O, for all ¢ € [ty, @ A T] (because, up to time @ A T, 6, coincides with the
integrand in the stochastic integral appearing in the right-hand side of (5.31)). Since (6;);,<i<1
stays in a (universal) deterministic compact subset of (0, +00), we deduce from a new application
of Girsanov’s theorem that there exists a new probability measure Q" under which

d®, = 6,dB;, 1€ [t,T],
(B})s,<i<7 being a Brownian motion under Q. By expanding the Girsanov transformation, we can
check that EQ'[(dQ/dQ’)?] = EQ[dQ/dQ’] < y?, that is Q(A) = EQ[(dQ/dQ")14] < yQ'(A)!/?
for any event A € TTW “W_for a constant v that may depend on &.
Clearly, (B;}),,<:<r can be extended into a Brownian motion (under Q") on the entire [z, o)
and, similarly, (6;);,<;<r can be also extended to the entire [#y, o) by letting 6, = ¢’ for ¢ > T.
The process (0;);,<<r can be extended accordingly to the entire [#, o). Representing (O;):;, in

the form a time-changed Brownian motion, there exists a new Brownian motion (B,);o under Q’
(with respect to a time-changed filtration) such that

!
O =F-a+eb. 1= [ Gas 1>
o
Obviously, there exists a universal constant I" > 1 such that, with probability 1 under Q’,
Tlr—-1)<I <T(t—ty), t>1.
We now call
. 0 .
o(@) :=inf{s > 1 : |O4] > 4_1} 7(0) := inf{s > 1y : O, = 0}.
Then, recalling that |p — g| < 62/(64 Vd) and observing that

F-a’= > |Vri-val' s > Ipi—al< Vdp-ql (5.32)

i€[ld-m] i€[d-m]

we get [p — ¢| < §/8 and then, for 7 € [1y, T,
o _ o 0
Q(7(©) < (@), 7(0) < 1) > Q’(s inf By<-[p-ql & sup B, < —)
0<s<[; 0<

=1 —@'<8 sup B, < Iﬁ—Zﬂ)—Q’(s sup B, > §)

T8
0<s<I; 0<s<I;

n _ o 0
>1- @’(s sup B, <|p —'q]) - Q’(s sup By > —).
0<s<(i—10)/T 0<s<T'(i—to) 8
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We deduce that

, v |ﬁ—Z]—] al _;
Q(r® < (). 70) < 1) 2 1 - C' =z = C' bl 50—

),

for a new constant C’ that is independent of &. Therefore, by (5.32), up to a new value of C’,

, , le - ql ’ 1
Q(r©) < (@), 7(®) < 1) 2 1-C V= C"exp(~ C'eX(t — 1)

In particular, choosing # — fy = |p — ¢|'/3/2, which is possible since |p — g|'/* < T —ty, we deduce
that (with S := 7o + |p — ¢|'/?)

).

Q((©) < 0(©),7(0) < §) > 1 - %p -q'?,

or, equivalently,
C
0([r® < @)1 < 5}) < Clp - 41",
where we recall that C is allowed to depend on €. Then, returning to Q, we get, for a new value
of C,
C
Q(r(®) > d(®) AS) = Q({T(@) < 0(0),7(0) < S} ) < Clp - ql"°.

We then notice from the inequality |Z;| < ©,, for t € [ty, @ A T], that t < @ A T implies ¢ < 7(®)

and that o < @ A T implies 0(®) < o. Therefore, on the event {w > S}, we have S < 7(0).
Moreover, on the event {t Ao < @ AT},

(@) < 1(©)) > o <7} = {r < )’
Hence,

Q@s <tAhoAp)<Q(S <wlU{oc <, TAT<TAT})
< QS <1(®)} U{r(®) < 1(®)}) = Q(r(®) > (®) A S) < Clp — q|'/°.

Third Step. In order to complete the proof, it remains to prove that, for a new value of the
constant C, for any event A € TTW W P(A) < CQ(A)'/?, provided that « is chosen large enough.
As for the comparison of Q and Q' in the previous step, it suffices to prove that E[dP/dQ]'/? < C
(since P(A) = EQ[(dP/dQ)14] < E[dP/dQ]"/>Q(A)'/?). Here (compare with (5.30)),

dP 1 o i i L T 2
@ = exp(g Z \Pldelj + g Z jt; |\Ptj| d[)

i, jeld—m]:i%j Y10 i jeld—ml:i#j

Letting
1 Lo
(=g > [waw)
£ .. o Je to<t<T
i,jeld—m]:i#j "0
this may be rewritten as

b _ ex (M + 1(M} )
d@ - P mé\g 2 wAT )s



and then

dP

E[dQ

] E[GXP( oAT T+ %<M>’ID'/\T):|

< E[eXp(MmAT —(M)prr + (1 + %)(M)WAT)] < E[exp(3(M>wAr)]l/2,

where to get the last line, we used the fact that E[exp(2M a7 — 2{M)xa7)] < 1. Returning to the
definition of ¥ in (5.28) and recalling that ¢~ is lower bounded by 1, the point is to prove that

]E[exp(i Z f l‘P”| dt < E[exp( Z fmAT '?E — ‘zdt)]

i,jeld—m]:i#j ie[ld—m] ¥ max(P;, Q;)

is finite, provided that « is chosen large enough and then to find a tractable bound. The proof
is similar to that of Proposition 2.3, but we feel better to expand it as it plays a key role in the
determination of the constant «. Recalling the bound for (ﬁ;)0<,<T in the statement of Proposition
5.7, using the fact that (P’)2 P! and invoking Holder’s inequality, it suffices to upper bound

6d o AT 4 'Bl - 2 1/d
sup E[exp( f L”.).dt)] / . (5.33)
ield=m v max(P;, 0))

Here, we recall from Proposition 5.2 that the coefficients (Zj) jeld-m] are bounded by a constant
that only depends on (||bl|w) jejay- Moreover, we recall from (5.6) that

d—m
dP} = ¢2(P))(p(S2 (PP} + Dilt, PY, Py) + PIb (1, P}, P))de + 867 (P}) ) PiPIAW,’
J=1

fori € [d—m] and 1 € [to, T]. Using again the fact that (1/d)(X jeja—mp P;P{dWﬁ’j) = Pi(1-Pi),
we get, by It6’s formula,

@(G2(P2)P) + by(t, P2, Py)

d[n Pi] = ¢72(P)( Pi +b;(1, P, Py))dt
t

(5.34)

1oy 1 N
ros (P —= > P{dW,’—E
\/;;je[[d—m]]

Recalling thatzi takes non-negative values and denoting by (O(1))o<;<r a progressively measur-
able process that is dominated by a constant C that may depend on 6, «, (16;lle) jefay- (IIb;IIm) jeld]

§A(PS ) ’dt t € [to, T1.

and T, recalling that ¢ = « on [0, §] and g‘2(P;’) < 4 for t < @, and choosing « as large as needed
(in terms of the sole (|1b}llco) jefay), We get, fort < w A T,

2 po\ pi 7 o 2 i
2, por (P (PP + bi(t, P}, P —, 1-Pi
(P P B PP -5 )
-2 Po -2 o
>3 (.t)(K—%)lpi<5 o) > £% ( )—0(1).
P = 2 P
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Hence, integrating (5.34), multiplying by some 1 > 0 and then taking exponential,

wAT .. 2.2 o AT i
; IR | P —ij e oo I=P
(Pmr)”eXp(—ns f cNPH—= D Plaw,’ - 5 sP)) ’dt)
to

X i
fo N P; jelld—m] P

t

. 22 (V) P°

> Py expl (B f S (i’)dt—C),
2 o Pt

where C is a constant as before. For any given n € (0, 1), we can choose « as large as needed («x
now depending on &, 17 and (||b,l|w) jefay) Such that

K — 7]282

6d — 5
> — ; .
7 2 g max lIbjlle)”, (5.35)

and then (compare with (5.33))

6 (T, mage Bl N C
E expl = g*Z(P?)( Jjeld '1]] ” ]” ) all< &
& Ji P

where C is independent of py but depends on 6, &, (|[b}lle) jefay and (IIb;?IIw) jeray and T'. Since ¢!

is above 1, _
6d (™ (4 max icpgomn 10i]le0)? C
E[exp(_zf ( jeld-m 1D jlleo) dt)] <t
g Jy

P, ~pl

Similarly, we have the same inequality, but replacing P! by Q! in the left-hand side and p; by ¢;
in the right-hand side. Hence, we can upper bound (5.33) by C/ max(p;, g;)".

Conclusion. We deduce from the conclusions of the second and third steps that

lp—ql'"

Plos <tAoAp) < C— ,
Minjegq—p(Max(p;, g;))'?

where C depends on 6, &, &, 17, (||Billco)i=1.--- a» (IB} lleo)i=1,-- .« and T'. Since the value of 77 is arbitrary
(provided that it belongs to (0, 1)), we can easily apply the above inequality with 27/d instead of
n (observe that, whenever n € (0, 1), 2n/d also belongs to (0, 1), since d > 2). ]

5.4. Proof of Proposition 5.2

Proof. First Step. We introduce some useful notations. Having in mind the shape of the coeffi-
cients in equation (5.1), we let, for i € [d] and for p € Sy_1,

bi(t, p) := @(p;) + bi(t, p) + p;b; (1, p).

Importantly, we recall from (4.13) that, for any (z, p) € [0,T] X Sy_1, Zieay 0:iz, p) = 0. In
fact, we can easily extend b;, for each i € [d], to the entire [0, T] X R4 by composing b; with
the orthogonal projection from R? into S,_;. This allows us to define the drift B° entering the
dynamics of the second equation in (5.6). For a given coordinate i € [m]], we indeed let

Bi(t,r°,r) = b1, (", *(°)r)), €0, T],
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for r° € R” and r € RY™. Notice that the definition is especially interesting for our purpose
whenever r° € S, and r € S,_,,—1, but it is well defined in any case (with the obvious convention
that ¢2(r°) = 1 — (r + -+ +ry) evenif it is negative). Similarly, for i € [d — m], we let

By(t,7°, 1) = by, (°, 7 (°)r)), 1€ [0, T].

. . . . . —o =0 —0,i,]
For a new collection of antisymmetric Brownian motions W = (W, = (W, 7); jefay.i#)o<i<t Of

dimension d(d — 1)/2 (with the convention that Wo’i’i = 0 for i € [d]), we consider the system

AP} = ¢2(P))(Bi(t, P}, P~ P} ), Bj(t, P}, P))dr

Jjeld—m]l
veg () Y \PIPIAW, T i [d - ml,
Jeld—-m]
A o (5.36)
d(P) = Bi(t, P}, Pydt +& ) \J(PO)I(PE)dW,™
Jelm]
° on; . —o,im+j .
+ag(P)) D AJ(PPYAW ", e [,
Jjeld-m]

for ¢ € [#y, T]. The unique solvability of (5.36) is addressed in the next two steps.

Second Step. Observing that b is Lipschitz continuous, we deduce that the coefficients of
(5.36) are Lipschitz continuous in the entries (P°, P) as long the coordinates of the latter remain
bounded and away from zero and as long as the sum of the coordinates of P° remains away
below 1, we deduce that, for any small a > 0, the system (5.36) is uniquely solvable up to the
first ™ when one of the coordinates of P2, or of P« becomes lower than a or when the sum of
the coordinates of P_, becomes greater than 1 — a . Letting a tend to 0, we deduce that (5.36) is
uniquely solvable up to time T = limx o T* A T.

Hence, unique solvability follows if we can prove that

IP’( inf inf P> 0, sup > PY <l Vielno. Y P;‘=1)=1, (5.37)

ie[m] to<t<T . X
SIST jelim]) ie[d-m]

since the latter implies that T = 7.
In order to check (5.37), we first observe that, for ¢ € [#y, T), d(Xefg—my P;) = 0. Hence,

> P=1, telnl

i€ld—m]

(Notice that the time interval is closed: Observing that the coefficients in (5.36) are bounded, we
may indeed easily extend the solution in hand at time T itself.) This prompts us to let

Xi=P), ielml: X;=¢P)PI", i=m+1,.d,

for t € [fp,T]. Observe in particular that 3,4 f; = 1, for all t € [tp,T]. If we prove that
()?ll, ‘e ,)?f),ogg satisfies the SDE (5.1) but for a new choice of the noise, then we are done:
Not only we then deduce from Proposition 5.1 (or, equivalently, Proposition 2.2) that (5.37)
indeed holds true, but we also obtain the required identity in law, see (5.5).
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Third Step. In order to prove that ()?,1, e ,)?,d )i,<t< satisfies (5.1) (for a new choice of noise),
we proceed as follows. First, we notice that, for i € [m]],

O D YRR L A |
Jjeldl

And, fori=m+1,---,d,

dX} = (Biw(t, P}, PY = P7" > Bj(t, P, P))dr+86(Py) Y [P PIdW, ™

Jjeld—m] Jjeld—m]
— P N B PP - Y d(PL(PYY) (5.38)
Jellm] jelld—-m]
i— oY j o 500! — ) oN i —o, jm+[
—eP Y PIPAW, N —ePe(P)) Y N \Pipyaw,
Jlellm]l jelm] lelld—m]

Obviously, the bracket on the second line is zero since the underlying noises are independent.
Hence, using the fact that 3}, bi(#, p) = O for any (¢, p) € [0, T] X R4, the drift reads

Bin(t, P, P) = PI™ > Bj(t,P;,P) =P ) B(t, P, P)
Jjeld—m] Jjelm]

= 06, X)) = P > byt 7, P) = bi(5, X)),
Jjeldl

Therefore, in order to prove that ()?,)tog,g satisfies (5.1) (for a new choice of noise), it suffices to
identify the martingale structure in (5.38). To do so, we rewrite the three martingale increments
in the above expansion fori =m + 1,--- ,d in the form

ec(P?) Y. \PImPlaw "

jelld—m]

e S i aw - g S i yaw;

Jolelm] Jjelm] le[d—m]|

d
B R — = —i . . =iy =0l
=es7'(P)) ) NXIXIAW, = e 2(PDX] >\ > [ X/XlaW;".
Jj=m+l1 Jelm] lelld]l

Hence, in order to complete the analysis, it remains to compute the various brackets d()?,i , ).(;i ) for
i, j € [d]. Obviously, whenever i, j € [m]],

d(X;, X)) = &(Xj61; - XiX] )dt.
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Now,i,j=m+1,---,d,

d
EcHPYNXIX! > XX (8181 — 6106 ;)dt

XL X)) =
LI'=m+1
+E¢HPHXIX] >0 D \XEXIXEX] (Seidnr - Sirdi)dt
kk'el[m] LI'e[[d]
=22 P(0:,X D Xl - Xix!)dr
I=m+1
+ 2T PHXIXI( DT Y XX - Y XX dr
ke[lm] le[ld] ke[[m] le[m]
m d _
= 262 P) (6, X! Z X! = Xix!)dr + &2~ (PDXIX] > Z XXldr.
I=m+1 k=1 I=m+
Now, the key point is to observe that Z, e Xy = 1= X[ = ¢*(P?). Therefore,

d(X}, X)), = (6261, X] - szg—z(P;’))?;')?{ + &6 (PHXIX] (1 - (P)))dt
= 82((51"]'?; - X;itj)dl

Now, fori=1,--- ,mandfor j=m+1,--- ,d,

d m
—E¢ 2 PHX! Y| D XX XEX! (Six010 — 61 ii)dt

LI'=1 k=1

d(X1, X,

m

= (- (PHXX] + £ (P)XIX] Z Xf)dr = —&?X;X/dt,

which completes the proof. O
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