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In this paper, we study the existence and uniqueness of a class of stochastic differential equations driven
by fractional Brownian motions with arbitrary Hurst parameter H € (0, 1). In particular, the stochastic
integrals appearing in the equations are defined in the Skorokhod sense on fractional Wiener spaces, and
the coefficients are allowed to be random and even anticipating. The main technique used in this work is an
adaptation of the anticipating Girsanov transformation of Buckdahn [Mem. Amer. Math. Soc. 111 (1994)]
for the Brownian motion case. By extending a fundamental theorem of Kusuoka [J. Fac. Sci. Univ. Tokyo
Sect. IA Math. 29 (1982) 567-597] using fractional calculus, we are able to prove that the anticipating
Girsanov transformation holds for the fractional Brownian motion case as well. We then use this result to
prove the well-posedness of the SDE.
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1. Introduction

In this paper, we study the well-posedness of a class of stochastic differential equations driven by
fractional Brownian motions (fBM for short) with arbitrary Hurst parameter H € (0, 1) and with
random coefficients that are possibly anticipating. To be more precise, we consider the following
SDE:

t t
Xt=X0+/ G(S,Xs)dBSH—i—/ b(s, X,) ds, (1.1)
0 0

where B is a 1-dimensional fBM with parameter H and b, o are measurable random fields
with appropriate dimensions. At this point, we do not assume that b and o are progressively
measurable.

SDEs of this kind have been studied by many authors, mostly in the case where coefficients
are deterministic, or linear (that is, b(¢, x) = b(t)x and o (¢, x) = o (¢t)x, where b(-) and o (-) are
deterministic functions). The main difficulty is due to the fact that an fBM is neither a Markov
process nor a semimartingale, except for H = % (in which case B becomes a standard Brownian
motion), thus the usual stochastic calculus does not apply. As a consequence, the study of the
SDE depends largely on the definitions of the stochastic integrals involved and the results vary.
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We note that if o (¢, x) = o is a constant, then the SDE is of the so-called additive noise type,
and the SDE involves only the Wiener integrals. In this case the path regularity of the solution
does not affect the solvability directly, and the SDE can be treated as an ODE with random
input. We refer to, for example, [13,15,18] for such case. The case where o is not a constant,
however, is much more complicated, since the path regularity of the f{BM varies with the Hurst
parameter H and the requirement for the path regularity of the solution varies accordingly. In
particular, if H > %, then the paths of B are essentially -Holder continuous for all 8 < H,
hence a pathwise stochastic integral approach is quite effective (see, for example, [5,12,16,17],
to mention just a few).

In the general case, especially when H < %, the path of fBM becomes rather “rough” and
the pathwise approach for stochastic integrals and the SDE becomes more difficult, therefore
other definitions of stochastic integrals have been introduced. Most notable is the divergence-type
integration (or Skorohod integral), which is based on the idea of Malliavin calculus for Brownian
motion cases. We note that these two definitions are essentially equivalent and exchangeable (see,
for example, [1,4,6,7] and references cited therein). However, similar to the Brownian case, one
of the main difficulties for the Skorokhod-type SDE:s is that the traditional Picard iteration is no
longer effective and consequently the problem becomes rather subtle when the coefficients are
nonlinear and/or random. Several extended Skorokhod integrals have been defined to circumvent
such difficulties, with which some special forms of SDEs have been studied (see, for example,
[10,14,19]). However, in most of the existing literature, the diffusion coefficient o has to be
very carefully specified so that the subtle restrictions on the stochastic integrals are satisfied.
For example, it is usually assumed that o = o (¢, x) is deterministic or, even more explicitly, a
linear function. In fact, to the best of our knowledge, there has not been any study of the case
where both b and o are allowed to be random and anticipating, and, at the same time, the Hurst
parameter is allowed to be arbitrary.

More specifically, let us consider the following form of the SDE (1.1):

t t
Xt=X0+/ asXsstH-l—/ b(s, Xs)ds, 1[0, 1]. (1.2)
0 0

In the above, the stochastic integral is defined in the Skorokhod sense, X is any L?”-random
variable and the coefficients o and b can be random. Our main idea is to establish a generalized
version of the anticipating Girsanov theorem in the fBM setting and then to follow a scheme
developed by Buckdahn [3] to attack the well-posedness of (1.2).

A major component in this method is the generalization of a fundamental theorem by
Kusuoka [9] on anticipating Girsanov transformations. To be more precise, we study the fol-
lowing transformations {TH ,t € [0, 1]} on fractional Wiener space W:

t
(TtHa)).:a).—i-/ K9 (., $)os(THw)ds, weW,tel0,1], (1.3)
0

where K ¥ is the so-called reproducing kernel of the fBM B. We prove that, with the right
choice of underlying canonical space, the probability measure induced by such a transforma-
tion is equivalent to the original one. Furthermore, similar to the Brownian case, one can also
explicitly identify the Radon—-Nikodym derivative of the two equivalent probability measures.
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Consequently, one can solve the original SDE by solving a much simpler one on a new prob-
ability space. We should note that it is the fundamental nature of this method that restricts the
diffusion coefficient to being linear. However, such a restriction notwithstanding, the novelty
of our result lies in the fact that the diffusion coefficient can now be random and anticipating,
and the drift coefficient can even be nonlinear, which is an improvement, even compared to the
original result of Buckdahn [3] in the Brownian case.

The rest of the paper is organized as follows. In Section 2, we briefly revisit some basic facts re-
garding fractional Brownian motion, fractional Wiener space and the Skorokhod calculus with re-
spect to fBM. In Section 3, we study absolutely continuous transformations on fractional Wiener
space and present some of their properties, and in Section 4, we revisit the Girsanov theorem of
Kusuoka [9] and derive a variation of the theorem, as well as some related results. In Section 5,
we present the main result on anticipating Girsanov transformation (1.3) for fBM and, finally, in
Section 6, we apply these results to stochastic differential equation (1.2) and prove the existence
and uniqueness of the solution.

2. Preliminaries

Throughout this paper, we assume that (2, F, P) is a complete probability space and that for any
H € (0, 1), there exists an fBM {B,H ; t > 0}, that is, a centered Gaussian process with covariance
function:

R (s.) = E(BI By = LsPH + 1P —|s — 1), s.1=0. @.1)

In this paper, we assume that all processes are defined on a finite duration [0, 7] and, with-
out loss of generality, we assume that 7 = 1. We shall define I = [0, 1] for simplicity. Let
w 2 Co(I; R) be the Banach space of continuous functions defined on 7, null at r = 0 and
equipped with the sup-norm. Let F = B(W) be the topological o-field on W and u g the unique
probability measure on W under which the canonical process B/ () 2 wy, t €1, 1s an fBM.
(W, F, ug) then form a canonical space.

It is well known that an fBM can be represented as a Volterra-type integral of a Brownian
motion. To be more precise, if B is an fBM with H € (0, 1) on I, then it holds that

1
B,"’:/ K, s)dB}?,  tel, (2.2)
0

where K (t,s) is a non-negative function defined on I? such that K" (z,s) = 0 when s >
t, and it can be written explicitly in terms of Gamma and Beta functions, as well as the
so-called Gaussian hypergeometric function (see [8] for details). It is clear that R (s,1) =

Jy KH(t,r)KH (s, rydr fors,t € 1.
Next, we define an operator K on L?(I) by

1
K”f(z)é/o K, 5)f(s)ds, tel, felLl*), (2.3)
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and denote the adjoint operator of K# by K#*. One can show that K*§(s) = K (1,s),
s € I, where &y is the Dirac §-function at 7 € 1.

Let W* be the topological dual space of W and Hy the associated Cameron—Martin space of
(W, B(W), ug), that is, the unique Hilbert space which is identified with its dual and is densely
and continuously embedded in W such that, for any n € W*,

/ ei10) 41 () = 12k,
w

Here, (-, -) is the dual product (-, -)w+ w and 1 € Hp is the injective image of n on W*. Let
us denote by (-, )2 and | - | the inner product and norm of L2(D), respectively. The following
relations among the spaces Hpy, L%(I) and W* are useful (see [6], Theorem 3.3):

() Hy = K" (L*(I)). More precisely, there exists f € L%(I) for any f € Hpy such that

1
fO=K"f1)= / K", 5) f (s)ds. (24)
0
(i1) The scalar product on Hy is given by

. A
(f. Dry = K™ £ K 9030, = (f. 92 2.5)
(iii) The injection R from W* into Hy can be decomposed as

Ry =KkH"(k*y), newr (2.6)

Since W* is continuously~and densely embedded into H y, we define a)(fz) 2 lim,, {/,, w), where
{l,}» C W* converges to h in Hy. By a slight abuse of notation, we also denote

o) 2wE h),  hel*), 2.7)

when the context is clear. In what follows, we often denote H g simply by H for a fixed H.

The following facts on fractional stochastic calculus can be found in [6]. We list them only
for ready reference. To begin with, let X’ be a separable Hilbert space and S(&X) the class of all
smooth cylindrical functions G : W = X of the form

Gw)=g(h,w),..., I, w)x, weW, 2.8)

where n €N, g € C;°(R"), [y € W* fork=1,...,n and x € X'. We denote S = S(R). Clearly,
forany G € S, we can find n € N and g € Cp°(R") such that

G(w) =g(wy, ..., o), weW 0<ty<---<t, <1 2.9
We now define two derivatives of G € S(X) by

DG =Y gl o).l DR () @x,  weW;
. 2.10)
DG@) 2 Y 4l @), . DKUY ®x,  weW.
i=1
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Then, clearly, DRGeHoX ,but DG € L2(I ) ® X'. Consequently, the directional derivatives
of G € S(X) on H and L?(I) are defined by

DIG = (DG .y,  heM:  DyG=(DG.hy,  heLD).
Furthermore, from (2.6) and (2.5), we have, forw € W,
D"G(w)=(K"D)G(w) and DI'G(w)=DiG(w),  ifh=K"hn. (.11
We now introduce two norms in S(X) (denoting || - ||2 to be the norm of L2(W)),
A A
IGITS = (G113 + 11D Glngxl3)'? and [Glli2 = (IIGlxl3 + 1IDGlhex 13"

and denote the closure of S(X) with respect to || - ||?"‘2 (resp., || -111,2) by ]]])1}’{2()() (resp., DL2(X)).
The (Sobolev) spaces D;f (X) and D1-2(X) are then the domains of DM and D, respectively. In
fact, one can check that D;f(é\’) =D"2(X) from (2.11) and (2.5). Finally, we define DLo(x)
to be the space of all G € DY2(x) such that

A
G100 = 1Glxllco V DG 2gx lloc < 00

The following facts about the derivative D are worth noting:

(i) Chain rule. For any random vector G = (Gy, ..., G,),n € N, where {G;}!_, C D2, and
g€ Cg (R™), one has g(G) € D2 and

Di[g(G)] = Z 0;g(G)D,G;, tel. (2.12)

i=1

(i) ([2], Proposition 2.5) If G € D> < D!2, then for any & > 0, there exists a sequence
(G"}, € S ¢ D> which approximates G in D" and which satisfies, for any n,

G "l <lIGlloc and  [[IDG"|2llcc <&+ [1DG2]lo- (2.13)

As in the Brownian case, the Skorokhod integral with respect to an fBM is defined as the
adjoint operator of the derivative operator. Namely, the integral 8’ (it) (resp., 8(u)) is defined as
the element in L2(W) such that for any G € S,

E.,[G8™(@)] = Euy (DTGl i)y, i € S(H),
(resp., E,,[Géw)] = E;,[(DG,u)2l, ue S(LZ(I))).
From (2.11), §M (i) = 8(u) if it = K" u, hence, in what follows, we often consider only §. As

usual, we denote the domain of § by Dom(§). Then Dom(8) C L%(W; L*(I)) and a process
u € Dom(d) if, for any G € S, it holds that |E, ,[(DG, u)2]| < c||G|l2, where c is a constant
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depending on H and u. It can be shown that DY2(L%(1)) ¢ Dom(8). We note that the spaces
L2 e L%(I;DL2) and L1 E L?(I; D) are useful. They are isomorphic to DV2(L?(1))
and DL (L2(I)), respectively. Thus, L.1-> € Dom(8) and one can show that

1
1813 < llullf , = / luelli ,de,  weL'2 (2.14)
0

We end this section by introducing an important dense subspace of L.1:?: the space of all
smooth real-valued step processes, denoted by LS, whose generic element is of the form

ut(a)):gt(a)llv'--vwlﬂ)s 0<tl <"'<tl‘l§11(tva))elx W,

where g: 1 x R" — R is a bounded measurable function such that g,(-) € C;°(R") for each
t € I. Similar to the space D!-2, the following counterpart of (2.13) holds (see, for example, [2],
Proposition 2.6): For each u € L1*® c L2 and any & > 0, there exists a sequence {u"}, C LS
which approximates u in I.!? and is such that, for any n,

1 1 1 1
/nu’;niodssf lusl% ds and /|||Du?|z||§odsse+/ 1 Dusl2 )12 ds.  (2.15)
0 0 0 0

3. Absolutely continuous transformations on Wiener spaces

In light of the anticipating Girsanov transformation in the Brownian case, we now introduce
the notion of absolutely continuous transformations on fractional Wiener spaces, this being an
important component of the fractional Girsanov transformation. The difference here is that in
a fractional Wiener space, such a transformation naturally involves the reproducing kernel. We
shall verify that all the desired properties in [3] still hold.

Consider the fractional Wiener space (W, H, u) = (Co(I; R), Hy, ng) with a fixed Hurst
parameter H € (0, 1). We say that a transformation T : W +— W is absolutely continuous if the
image measure 1 o T~! is absolutely continuous with respect to . The transformation T is
called invertible if there exists a transformation A such that T(Aw) = A(Tw) =w forallw e W.
Central to this paper is the transformation

To=T 02w+ K"u) () = o + / KY (., ru,(w)dr, (3.1
0

where u € L2(W; L?(1)) is often called the shift process of transformation 7. We first state two
basic properties of the transformation 7.

Proposition 3.1 (Lipschitz condition). Ler T' and T? be transformations with shift pro-

cesses u' and u?, respectively. Assuming that either G € S, or G € DV* and T, T2 are ab-
solutely continuous, it holds that

1 1/2
|G(T1w>—G(T2w)|s|||DG|2||OO</ |u§<w>—u§(w>|2ds> . peae. (3.2)
0
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Proof. We first note that if G € S, then the result (3.2) can be obtained directly by using the
definition of derivative D and (2.9).

We thus consider the case where G € D1 and T7, i = 1,2, are absolutely continuous with
Radon-Nikodym derivatives (or densities) L',i = 1,2, respectively. By virtue of (2.13), there
exists a sequence {G"}, C S such that {G"}, converges to G, u-a.e. Thus,

E{IGNT") — G(TH|} = E,{|G" — GIL'} -0  asn— o00,i=1,2.
By choosing a subsequence if necessary, we assume that the sequence {G"(T")}, converges to

G(T') p-ae., i = 1,2. On the other hand, since G" € S for every n, using (3.2) and (2.13), we
see that for any ¢ > 0 and u-a.e. w € W, it holds that

1 1/2
|G%T%»—G%T%ms(a+MDGumm</'mkw»—ﬁ«wﬁw) :
0

It follows that for any ¢ > 0 and p-a.e. ® € W, one can choose n large enough such that

|G(T'w) — G(T?w)|
<|G(T'w) — G(T'w)| + |G (T'w) — G(T*w)| + |G (T?w) — G(T?w)|

1 1/2
s(a+MDGumw<A whwy—ﬁuwﬁdﬁ +e,  pae.
The result follows by letting ¢ — 0 in the above. ]

Proposition 3.2 (Chain rule). Ler G € D"® and T be a transformation with shift process u €
L1, Assume that either G € S or T is absolutely continuous. Then G(T) € DV* and, for any
sel,

1
Ds[G(Tw)] = (DsG)(Tw) +/ (DrG)(T ®)(Dyguy)(w) dr, p-a.e. (3.3)
0

Proof. We begin by assuming that G € S is as in (2.9). Then
G(Tw)=g(Tw)y, ..., (Tw),) =g(G1(w),...,G(w)), weW,
where G;(w) = (Tw);, i =1,...,n.By (3.1), (2.10) and the property of KH* we have
DG (w) = Dy[(Tw),, 1 = Ds[(81s,}, @) + (81, (K" u)())]

= K™*8(,1(s) + D[ (K"*81,,), u(®)), ]

=KWmm+/
0

t
K2, r)Dsu,(w)dr, sel,weW.



SDE driven by fBM 853
Thus, G; e DV, i =1, ..., n, since u € L1"*°. Now, applying the chain rule (2.12), we have

Ds[G(Tw)] = Ds[g(G1(®), ..., Gu(w))]

n t
= Zal-g(Gl(a)),...,G,,(w))(KH(tl-,s) +/ K" (t;, 1) Dsu, (w) dr)
i=1 0

1
= (D;G)(Tw) +/ (D, G)(Tw)Dsu,(w)dr, sel,weW.
0

Hence (3.3) holds when G € S.
To show that G(T) € DV, we integrate the squares of both sides of equation (3.3) and then

. 1
take the L°°(W)-norm. Letting C, = fo ||u,||%’oodr = ||u||%’oo, we have

1
H [ |Dy[G(T)]P ds
0

0]

1
<2 '/ |(DsG)(T)|?ds
0

o]

1 1 1
+2”/ I(DrG)(T)Ier-/ f |Dyuy|? drds
0 0 JO

1
/ |(DsG)(T)|* ds
0

(3.4)

[e.e]

1
f |DsG|?ds
0

Note also that since ||G(T)|oc = ||G |loo < 00, it follows that G(T') € D!->°.

Now consider the general case G € D>, but assume that T is absolutely continuous with
density L. We choose a sequence {G"}, C S satisfying (2.13) with & = 1. Since G"(T) € D>
for any n by the previous part, using a similar argument as for (3.4) and (2.13) with e = 1, we

obtain that for any n,
1
/ |D;G|*ds )
0 00

Hence {G"(T)}, is bounded in D"*°. Next, since G” — G" € S for any m, n € N, replacing G
by G™ — G" and taking expectation instead of L°(W)-norm in (3.4), it follows that

<2(1+C,) =2(1+Cy)

o]

< Q.
o

52(1+Cu)<1+

1
H / |Dy[G" (D)1 ds
0

o]

1 1
E{/ |Ds[G™(T) — G"(T)]|2ds} <2(1+ CM)E{/ |D;(G™ — G”)(T)|2ds}.
0 0
Therefore, recalling that {G"},, converges in D!-? and letting m, n — oo, we see that

1
IG™(T) — G"(T)|I} , < EIL(G™ — G")|* +2(1 + CM)E{Lf |Dg(G™ — G")|2ds} — 0.
0
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In other words, the sequence {G"(T)}, converges in D2 and is bounded in D'-°°, which implies
that {G" (T')},, converges to G(T) € D>, Consequently, by first setting G € S in (3.3) and then
letting n — 00, we see that (3.3) holds for G € D!-°°, proving the proposition. ]

To end this section, we present the following proposition concerning the limiting behavior of
the random transformation 7'.

Proposition 3.3. Let {T"}, be a sequence of absolutely continuous transformations with respec-
tive shift processes {u™}, C L>(W; L*>(I)) and densities {L"},. Assume that

@) {L"}, are uniformly integrable;
(i) {u"}, converges to u in L*(W; L2(I)).

The limiting transformation T defined by T @ 2 w + K™ u(w) is then also absolutely continuous
and its density L is the limit of {L"}, in L'(W). Furthermore, if {G"}, is a sequence of uni-
formly bounded random variables which converges to G € L>*(W), then the sequence {G"(T™)},,
converges to G(T) in L*(W) as well.

Proof. Let {7T"} and T be as defined. Applying the Cauchy—Schwarz inequality on the sup-norm
of W and using assumption (ii), we have, for u-a.e. w,

A
|IT"w — Tw|lw = sup

/S K1, r)(u;’(a)) — ur(w)) dr
0

sel
s 1/2 s 1/2
< sup[(/ KH(s,r)2dr> } ) (/ u () —u,(a))|2dr>
sel 0 0
— 0, n— o0o.

That is, {T"}, converges to T. Hence the sequence of measures {i o (7)™}, converges to
wo T~ T is absolutely continuous and L is the limit of {L"}, under the assumption (i).
To see the second half of the proposition, note that for any #,

E|G™(T") — G(T)|> < 2E|G™(T") — G"(T)|> + 2E|G™(T) — G(T)/|?
<2E|G"(T" —T)|> +2E|(G" — G)L|>.

Applying the result of the first part and using the fact that {G"},, is uniformly bounded, the result
follows immediately. O

4. Kusuoka’s theorem revisited

In this section, we turn our attention to the Girsanov transformation on fractional Wiener spaces.
In light of the Brownian case, an important tool for studying such a transformation is a general
theorem by Kusuoka [9]. We shall first revisit this theorem and establish some basic characteri-
zations of the operators involved, in the context of fractional Wiener spaces.
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First, let X', X’ be two separable Hilbert spaces and let £,(X, X”) denote the space of all
Hilbert-Schmidt operators from X" into X”.

Definition 4.1. Let F be an X -valued function defined on W. F is called an H-C' map if for
u-a.e. w € W, the map h— F(w + h) is a continuous Fréchet differentiable function on 'H and
its Fréchet derivative DF (w + -) : H + La2(H, X) is continuous.

It is known that any {-C! map belongs to Dom(8"%) (see the corollary to Theorem 5.2 in [9]).
For a generic space V, let Iy be the identity map on space V and define the Carleman—Fredholm
determinant of Iy + B for B € L(X, X) by

de(Ixy +B)=[ [ +xpe™, (4.1)
j=1

where the A ;’s are the non-zero eigenvalues of B, counting multiplicities. Note that d..(-) : L2(X,
X) — R is continuous. Moreover, if B is a nuclear operator, then

d.(Ix + B) =det(Iy + B)exp(— trace B). “4.2)
The following result of Kusuoka [9], Theorem 6.4, is crucial.

Theorem 4.2 (Kusuoka). Let K be an H-C' map from W to H. Assume that for ji-a.e. v € W,
the mapping Iw + K : W +— W is bijective and Iy + DMK (w):H + H is invertible. Then
(Iw + K)" ' u(dw) = |d(w; K)|u(dw), for p-a.e. o € W, where

d(0; K) =d(I¢ + DT'K (w)) exp{—8" K () — 11K ()13, }. 4.3)
Thatis, E,[G(Iw + K)|d(-; K)|] = E,[G] for any random variable G on W .

From the theorem, we see that the transformation involves the Carleman—Fredholm determi-
nant of Lo (H, H), as well as the H-norm of the map. A more convenient version, which we now
present, recasts the theorem in terms of L2(1 ) instead of H.

Theorem 4.3. Let u: W +— L?(I) be a measurable mapping and T a transformation defined by
1
To=ow+ K u)(w)=w. + / K2, ru(w)dr, weW.
0

Assume that the following conditions hold for p-a.e. w € W:
(i) T is bijective.
(ii) There exists Du(w) € L*(I%) such that for any h € L3(D),

(1) h+— Du(w+ K"h) is continuous from L2(1) into L2(I%);
) |u.(w+ K" h) — u.(w) — (D.u(w), h)2l2 = o(|hl2) as |kl — 0;
(3) the mapping 1121y + Du(w):h+ h+ (Du.(w), h(-))2 is invertible.
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A
The measures p and o T~V are then equivalent and A = T~ has the density

dlo A~

W (@) = |dc(I;2¢;y + Du(w))|

. 4.4)
X exp{—éu(a)) — Elu(w)@}, u-a.e.,weWw.

Proof. We shall check that K, 2K Wi 'H satisfies the hypotheses in Theorem 4.2. To see
this, for any & € H, let h € L2(I) be such that A = K" h and |h|y = |K " h|3y = |h|2, by virtue
of (2.4) and (2.5). Hence the mapping 7 = K h +> DMK, (w+h) = (K¥ D)(K"u)(w+ K h)
is continuous under condition (ii)(1). Moreover, by the definition of the H-norm, one has

|Ky (@4 h) — Ky (@) — DK (@) ()3 = [u(@ + K7 h) — u(w) — (D.u(w), h(-))ala.

Therefore, K, = K¥u is an H-C! map, thanks to assumption (ii)(2). Next, note that 7 =
Iw + K, is bijective by assumption (i). Finally, observe that if 4’ = U2y + Du(w))(h) =
h + (Du(w), h), for a fixed w, then

(I + DMK, (@) (h) 2 i + (DMK, (), KH hyy = K+ (DK u) (@), h)y = KR,

Thus, assumption (ii)(3) implies that I, + D™ K, (w) is invertible on H.

We can now apply Theorem 4.2 to conclude that the measures 4 and o T~ ! are equivalent.
In order to verify the density (4.4), we first note that the operators pH K, (w) and Du(w) have
the same eigenvalues, so dc(1L2(1) + Du(w)) =d (I + DHKM (w)) by definition (4.1) of the
Carleman—Fredholm determinant. It therefore follows from (4.3) that

ld(w; K| = |de (I + DT Ky ()| exp{ =" (K " u) (@) — 31K T u(w) 3},
proving (4.4), and hence the theorem. ]

Now, for a given H >0 and o € Ll*"o, we consider the following family of transformations
{TH,tel}onW:

(T w)s 2 s+ (K (10,00 (T o)),
(4.5)

INS
= wy —i—/ K (s, r)ar(TrHa)) dr, sel.
0

In what follows, for notational simplicity, we often drop the index H from TH and AY, if there
is no danger of confusion. We note that the family {7;} is defined via differential equation (4.5)
and therefore the following well-posedness result is important.
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Proposition 4.4. Assume o € LS. Then (4.5) defines a unique family of transformations {T;};c; .
Moreover, Ty is bijective for each t € I.

Proof. We assume that o € LS takes the form o; (w) = fi(wy, ..., ), Wwhere 0 =1 <t <
- <t, <1 is any partition of [0, 1] and f:I x R" — R is bounded and measurable such that
fr € CZO(R") for each ¢ € I. There then exists C, > 0 such that forall t € I,

lor(@)| < Co and  |o(®) — 01 ()] < Colw — o |w, w, o' eW. (4.6)

Consider now the following differential equation of Volterra type:

tAs
ést(a)) = w5 + / KH(s, o, (€' (w))dr, s,tel. “@.7
0

We show that this equation has a unique solution and that the mapping ¢ + &’ (w) is continuous
in W for all w € W. To this end, let w € W be given and define the Picard iteration as follows.
For each r € I, we define ést’o(a)) = wy for s € I, and for n > 1, we define

NS
§St’"(a))éwx+/‘ K, 1o E™" Y w))dr,  s,tel. 4.8)
0

It is obvious that for fixed ¢t € I, £"""(w) € W for all n. Moreover, for ¢ < t’, one has

t'As
/ KH(s,r)dr
t

NS

" (@) — £ (@) |w < Cy sup

sel

’

thanks to (4.6). Consequently, the mapping ¢ —> £"" (w) is continuous in W. This, together with
the Lipschitz condition on o in (4.6), implies that the mapping t — o, (&’ 1=1(w)) is also con-
tinuous and hence the iteration in (4.8) is well defined. Furthermore, applying (4.6) and the
Cauchy—Schwarz inequality, one can prove by induction that

Cot"? _ Cy

N.
Jo v 'S

1§ (@) — " N w)|lw <

The existence and uniqueness of the family of pathwise W-valued solutions {T;w,t € I} 2
{£(w),t € I} of (4.5) for w € W then follow from some standard argument for ordinary dif-
ferential equations.

To prove the bijectiveness of T, we first note that an argument similar to that above also shows
the well-posedness of the family {A, ;,0 < v <t} defined by

tAS

(Ay,10)5 = w5 — / K (s, r)0, (A o) dr
VAS

tAS VAS (4.9)
= ws — / K (s,r)o, (A, 0)dr +/ K (s,r)o. (A, 0)dr, weW.
0 0
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On the other hand, by (4.5), we have,forO<v <trandwe W,

(Ty(Ag,1))s = (Ag,1®)s +/ K™ (s, )0 (T, Ag 1) dr (4.10)
0

VAS

tAs
= wy —/ KH(s,r)G,(Ama))dr+/ KH(s,r)ar(T,Ao,ta))dr.
0 0

Comparing equations (4.9) and (4.10), we see that A, ; = T}, (Ao;), 0 < v <t < 1, thanks to the
uniqueness of 7 and A. Similarly, it can be shown that A, ;(T;) =T, 0 <v <t < 1. We now
define A; = Aoy, t € 1. Then T;(A;w) = T;(Ao,rw) = w and A, (Tyw) = Ao, (Tiw) = w for any
w € W.To wit, T; is bijective for any ¢t € I and A; is the corresponding inverse transformation. []

It is worth noting that if o € LS, then the families {7} };er, {Av.:}o<v<r<1 and {A;};er satisfy
the following relations:

TvAtZTUAO,tZAU,t and Av,tTtZTv» OSUSIS 1. (411)
We now show that 7 and A satisfy the rest of the conditions of Theorem 4.3.

Proposition 4.5. Assume that o € LS. The families {T;} and {A;}, defined by (4.5) and (4.9),
respectively, then satisfy condition (ii) of Theorem 4.3.

Proof. We first rewrite (4.9) as

(Apyo)s = w5 — (KH (1pn()o(A ), weW,0<v<t<lsel (412

We show that, for fixed 0 < v <t < 1, the mappings u'(w) = 10,0 (Tw) and u?(w) =
I.i1(-)o.(A. ;w), satisty the respective conditions for w € W. We shall prove this only for ul
(hence T') since the argument is similar for u? (or A).

Assume that o € LS takes the form oi(w) = fi(wy,...,0), 0=tg <ty < <t, <1,
as in the proof of Proposition 4.4, with f; € C;°(R") for each t € 1. We choose a complete
orthonormal basis {e;};cn in L2(I) such thatfori =1,...,n,

ei(s) =t —ti) K" (t;,5) — KT (1;_1, 9)].

Next, we define a function g on I x R” such that foreachi =1,...,n,

gt(...,x,-,...)=ﬁ<...,Z(tk —zkl)ka,...), rel. (4.13)
k=1

It is obvious that g, € C;°(R") for any t € I and 9;¢ is bounded for any i. Using the nota-
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tion w(e;) for w € W as in (2.7), we deduce from (4.13) that

o1(@) = filwy, ..., o) =g (... i —ti) (0 — ;).

=g(.. (KT e, 0),. ) =gi(wler), ..., w(en)).

Substituting 7;w for w in the above, we have

o1(Tiw) = fi(Tiw)y, - - ., (Tiw)y,) = g (Trw)(e1), ..., (Tiw)(en)). (4.14)
By the definition of T; (4.5), we see that for any i € N,

(Tw)(er) = w(e;) + KH (10,110 (Tw))(e;)

= w(e) + (K" e, K* (110,00 (Tw)))
4.15)
=w(ei) + (ei. 110,00 (Tw)),

t
=w(e;) +/O ei (s)gs ((Tyw)(er), ..., (Tyw)(ey))ds.

Since (T;w)(e;j) = w(e;) when i > n, the mapping o +— (T;w)(e;) belongs to S for any ¢ €
I and i € N. Therefore, o (T) = {03(Ty),s € I} € LS from (4.14) and consequently ul(w) =
l10,:10 (T w) satisfies both parts (1) and (2) of condition (ii) of Theorem 4.3.

It remains to check condition (ii)(3). First, for each h € L2(I), applying the chain rule (2.12)
and taking directional derivatives on both sides of equation (4.16), we have, for fixed ¢ € I and
ieN,

Dp[(Tyw)(ei)] (4.16)

t n
=(€i,h)2+/0 ei(s) Y hgs(Tsw)(en), ..., (Tsw)(en)) Dal(Ts) (ex)] ds.
k=1

Since o (T) is of the form (4.14), equation (4.16) can be written as

Dyl(Tiw)(eN] = (ei.h + (D[lo.no (Tw)]. h),),.  heL*D.ieN. (417
Now, if h € L2(1) is such that & + (D[1jo,/j0 (Tw)], h)2 = 0, then Dy[(T;w)(e;)] = O for any
i in (4.17). Therefore, (h,e;)2 = 0 for any i, from (4.16), and hence & = 0. In other words,

the mapping /2y + D100 (Tw)]: L%(I) — L?(I) is injective, and consequently bijective,
which is condition (ii)(3) of Theorem 4.3. This concludes the proof. U

The following proposition will play an important role in the subsequent proofs.

Proposition 4.6. Assume that o € LS, and let T and A be families of transformations of the
form (4.5) and (4.12), respectively. Then



860 Y.-J. Jien and J. Ma

() forO<v<t<l,seland p-ae.weWw,
t
D;[o(Tiw)] = (Dsor) (Tyw) + /0 (Dyor)(Tyw) Dglo, (Trw)] dr,
t
Ds[oy(Ap,1@)] = (Dsoy) (Ay, 1) — / (Droy)(Ay,;@) Ds[or (A )] dr;

(i) for pu-a.e. w € W, the Carleman—Fredholm determinants of Irpy + DI[1j0,no(Tw)] and
Ir2(y = Dllpy,n()o (A ;0)],0<v <t <1, are
de(Ir2y + P[00 (Tw)])
:exp{—/(;t /OS(DraS)(TSa))DS[or(Trw)]dr ds},
de(Ip20) — D[1[,,,;](-)a.(A.,,w)])
:exp{—/vt/Y (Dyog)(Ag,i0) Do (A )] dr ds}.

(4.18)

Proof. (i) It again suffices to prove the result for 7. Recall that in the proof of Proposition 4.5,
we actually proved that {o;(T;),t € I} € LS, provided o € LS. Hence o; € S and 0y(T;) € S for
any fixed ¢. The conclusion (i) then follows easily from Proposition 3.2.

(ii) Leto € LS and the orthonormal basis {e;} of L2(I) be as in the proof of Proposition 4.5.
o (T) is then of the form (4.14). Since D[1o,;j0(T)] € Lo(L2(I), L3(I)) is a nuclear operator,

using (4.2) and the notation D; 2 D,,, for any N > n, we have that

dC(ILZ(I) + D[l[()’t]O'(Ta))])

2 det(ILz(I) + D[ 110,10 (Tw)]) exp(—trace D[ 110,510 (Tw)])

N

=det[(ei. ej)2 + (ei, Dj[1jo.no (Tw)]),]; (4.19)

t N

X exp{—trace[/ Djloy(Tyw)le; (s) ds] }
0 i,j=1

t

=det[Dj[<Ttw)(e,-)]]ff,:1exp{— /0 Ds[as(Tsw)]ds},

where the last equality is obtained by substituting e; for % in (4.17) and using the definition of
derivative.

Let us now define, foreach i, j,k=1,..., N, P;;(t) 2 D;[(T;w)(e;)] and

U' (S w)é ei(s)akgs‘((’rsw)(el)v"'a(TYw)(en))v 1<l<Na1<k<
LS [} l<i<N,n+1<k<N,
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and denote the matrices P = [P,-j]fvj=1 and U = [Uik]kazl. Substituting e; for & in (4.16), we
derive that for 1 <i, j <N,

t N
Pij(t) =(ei,ej) +/O Zei(S) kgs(Tyw)(er), ..., (Tsw)(e)) D[ (Tyw)(ex)]ds, tel.
k=1

Thatis, P(t) = Iy + fé[UP](s) ds,t € I, where Iy is the N x N identity matrix. Hence

t
det[Dj[(T,a))(e,‘)]]f\fll.:1 =det(P(t)) = exp{/o trace U (s) ds}
= eXP{/ D ei)digs (Tiw)(en), . (Tsw)(en))dS} (4.20)

= exp{/ (Ds05)(Tsw) ds }
0

Therefore, combining (4.20) and Proposition 4.6(i), the determinant (4.19) becomes
t t
de(I12(1y + D[1jo.10 (Tw)]) = exp{/ (Do) (Tyw) ds} exp{— / Ds[os(Tsw)] ds}
0 0

t ps
= exp{—/ / (Drog)(Tyw) Dglor (T )] dr ds},
0 JO

proving (ii), and hence the lemma. O

5. An anticipating Girsanov theorem for fBM

We are now ready to prove the main result of this paper: the anticipating Girsanov theorem for
fractional Brownian motions, which can be stated as follows.

Theorem 5.1. Assume that o € .1*°. There then exists a unique family of absolutely continuous
transformations {T;, t € I} such that (4.5) holds and the process o (T) = {0:(T}), t € I} belongs
to 1%, Moreover, the transformation Ty is invertible for each t € I and its inverse transforma-
tion A; has density, for p-a.e.w € W,

d oA,
l t
:exp{—(S(l[o,t]o(Tw))—E/(; los(Tsw)|* ds (5.1

t s
- f f (Dm)(rsw)Ds[or(Trw)]drds}.
0 JO
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Remark 5.2. (i) By applying Propositions 4.4—4.6 and Theorem 4.3, we can show that Theo-
rem 5.1 holds for o € LS ¢ L.

(i1) Theorem 5.1 also shows that there exists a unique family of absolutely continuous trans-
formations {A, ;,0 <v <t < 1} satisfying (4.9) with their inverse densities

1 t
Ly (w) =eXp{8(1[v,z](~)64(A-,zw)) - 5/ |05 (Ag )| ds

Do (5.2)
- / / (Dy03) (As 1) Dl (A ) dr ds}, peae.
v s
In other words, the density of T;, the inverse of Ay, is
dluoT,!
Li(w)2 %(a}) =Los(@), jp-ae,weW. (5.3)
uw

Before we prove Theorem 5.1, let us carry out a quick analysis. First, recall from (2.15) that
there is a sequence {o"}, C LS such that {¢"}, approximates o in L"2 and {||6"1.c0}n is

bounded by |lo||1,00 2 C,. By Remark 5.2(i), we can find a family of invertible, absolutely
continuous transformations {7}, t € I}, satisfying

tAS
(T w)s = ws +/ KH s, r)o! (T w)dr, weW,sel.
0

Furthermore, the transformations {7}",¢ € I}, and their inverses {A},t € I}, have densities
{L}}n and {L}},, respectively. In the following discussion, we shall focus only on the particular
sequences {o"}, {T"}, {£"}, {A"} and {L"} for the given o € .1-> and we collect some impor-
tant properties of the “shift processes” {o”(7")} and densities {L"} in the following lemma.

Lemma 5.3. (i) The sequence of processes {¢"(T")} is bounded in .1:*°;

ny—1
(ii) the family of densities {L} = %, t € 1} is uniformly integrable;

(iii) the sequence {c"(T")} = {0/ (T]"),t € 1} is convergent in L2(W; L*(])).

Proof. (i) We first verify the boundedness of the derivatives of {o" (T")}. To this end, we apply
Proposition 4.6 to ¢” and T" to obtain

t
Dylo] (T/)] = (Dso (T} + / (Do) (T Dslo (Tdr,  peace.sitel.
0
It then follows from the Cauchy—Schwarz inequality and Gronwall’s lemma that

1 1
/ |||D[o,”<T,">]|§||oodtszciexp{z / |||Da,"|§||oodr}szciexp{zci}. (5.4)
0 0
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Combining (5.4) with the fact that fol o/ (T}") ||<2>o dr<C g for every n, we have

1
/ o (T)1].00 dt < C2 +2C5 exp{2C3}, neN, (5.5)
0
proving (i).
To see (ii), we choose ¢ (x) = x|In x|. It then suffices to show that
sup E{¢p(LY)}= sup E{L}|InL}[} < oc. (5.6)
tel,neN tel,neN
From the definition of density, we have (L;’)’1 = L} (A}), t € I, for any n € N. Therefore,

E{L{|InL} 1) = E{L]|In L} (AD)]} = E{|In £} (A} T/)]} = E{|In L] ).

Using (5.1), we obtain
1 t
E{ln £71} < E{|8(Lio.n0" (T™) |} + E{E/O |0§’(T§’)|2ds}

+E]

t s
/ / (Dy o) (T Dslo) (T))]dr ds
0 JO

A
}=11+12+13-

We shall find the upper bounds for [;, i = 1, 2, 3. First, note that for each n, and r € I,
I < [8(10.00™ (™) ], < 16" (T2 < 06" (T 1,00 < (CZ +2CZ exp{2C2)) /2,

where the second inequality is obtained by applying (2.14) and the last inequality by apply-
ing (5.5). Next, since |||0"|2]lco < Cy forany n, I < %Cﬁ for all z. Finally, applying the Cauchy—
Schwarz inequality, we have

1, 12, o1 pl 172
135(/ i ||(Dra:)<TS")||§odrds> </ | ||Ds[o;1(T,")J||§odrds)
0 0 0 0

< Cy - V2C, exp{C2} = V2C2 exp{C2}, tel,
where the last inequality is due to (5.4). Consequently, E{|InL}|} = E{L}|In L}|} is bounded,
uniformly in ¢ € I and n, and (5.6) (and hence (ii)) follows.

It remains to prove (iii). By using the Cauchy—Schwarz inequality and applying Proposi-
tion 3.1, we see that for m,n € N,

t
E{/ lo™(T") — of(TS”)|2ds}
0

t t
ng{/ |a;"(T;")—a;’(TSm)|2ds}+2E{/ |0S"(Tsm)—asn(TS”)|2ds}
0 0

t t s
ng{/ |o;"—a;l|2L;"ds}+2E{f <|||Dc7s’l|§||oo/ |a,’"(T,'")—a;1(T,")|2dr> ds}.
0 0 0
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First applying Gronwall’s lemma, then letting # = 1 (noting that {L"} is uniformly integrable,
thanks to part (ii) above) we obtain that

1
E{ / o (T —ag(T;’)Fds}
0

1 1
<26{ [C1or o asfef2 [ oo Bias]
0 0

1
< 2exp{2C§}E{/ lo!" — a2 L ds} —0
0

as m,n — oo since {0"} converges in L2, Thus, {o”(T™")} is a Cauchy sequence and it con-
verges in L%(W; L%(I)). This completes the proof. O

Proof of Theorem 5.1. First, we recall from Lemma 5.3(i) and (iii) that the sequence {o"(T")}
is bounded in 1> and convergent in L2, Let & € L1 be the limit process of shift processes
{o"(T")} and define the family of transformations {7}, ¢t € I} by

A INS
(Thw)s = w5 + / K (s, r)é, (w)dr, pu-ae. (5.7)
0

Proposition 3.3, together with Lemma 5.3(ii), then shows that 7; is absolutely continuous and
{o/"(T]")} converges to o;(T}) in L>(W) for t € I. In other words, 6; = 0;(T}), u-a.e., for any
t € I and {T;,t € I} satisfies

INS
(Thw)s = ws + f K (s, r)o, (T w)dr, p-ae. (5.8)
0

The uniqueness of {7}, ¢t € I} can be obtained easily by using Gronwall’s lemma.
Next, recall from Remark 5.2(ii) that there exist transformations {A’,j),, 0 <v <t <1} satisfy-
ing
tAS

(Al 0)s = w; — f K (s,r)ol (AL ,w)dr, w-a.e.

VAS

for every n. Following an argument similar to that of Lemma 5.3(ii), one can show that the family
.. A dpo(At )t
of densities {£} , = %
argument as was used for (5.7), one can show that the limit of {o/ (A" ,)} in L' exists for any
t € I and denote this by {0, ,,0 <v <t} € IL1-%°. Furthermore, similar to (5.8), one can also
argue that the transformations defined by

,0 <v <t <1} is uniformly integrable. Hence, using the same

tAS

(Ayr)s 2 g — f K (s, Nong@)dr,  peae. (5.9)

VAS
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are unique and absolutely continuous, and that {A, ;,0 < v <t < 1} satisfy

tAS

(Aps@)y = 5 — [ K (.o (Apyw)dr, e,

VAS

We now check that for each ¢ € I, the transformation A; 2 Ao, is the inverse of 7;. Note
that the ¢” (T™)’s are bounded in L' by Lemma 5.3. Applying Proposition 3.3 to {o) (T}
and {A}}, and using (5.7) as well as (4.11), we conclude that {0}/ (A} ;) = 0/ (T}} A}),0 <v <1}

converges to 0, (A;) forany ¢ € I. Asaresult, 6, ; = 5i,(A;) in LX(W),0<v<t<l. By setting
v = 0 and substituting T; for w in (5.9), we have

INAS
(Ar(Tw))s = (Tiw)s — / K (5,16, (T,w)dr
0
tNAS
= (Tw)s — / K" (s,r)6,(A; T,0)dr = wy, w-a.e.
0

Similarly, one shows that 7; (A;®) = w, p-a.e. To wit, A, is the inverse of T; for any r € I.
It remains to compute the densities of the transformations {A;, t € I'}. From Remark 5.2(i), we
see that for any n,

l t
LM w) = exp{—a(l[o,,]o"(T"w)) - 5/ lo! (T w)|* ds
0
t s
—/ / (DrUS”)(Tan)Ds[or"(T,"a))]drds}, u-a.e.
0 JO

Since the sequence {L},t € I} is uniformly integrable, by Proposition 3.3, it converges to the
right-hand side of (5.1), which is the density of {A;, t € I'}. This completes the proof. (Il

6. Stochastic differential equations driven by fBM

In this section, we fix the Hurst parameter H € (0, 1) and denote B¥ by B for simplicity. Also,
we will use the conventional notation f(f us dBg to denote 6 (1o, su) if 1jo,ju € Dom(é) fort € I.
Note that since H can be arbitrary, the Skorokhod integral should often be understood in the
general sense defined by [11].

We consider the stochastic differential equation in the Skorokhod sense

t t
X =X0+/ o5 X st+/ b(s, Xy)ds, tel, (6.1)
0 0

where X € L? (W) for some p >2,0 € L1 and b:1 x R x W — R is a measurable function
satisfying the following condition for p-a.e. w € W:
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H1. There exist an integrable function y; > 0 on [ and a constant M > 0 such that
(i) [} yidt <M and |b(z,0,w)| < M forany 1 € I;
@G) |b(t,x,w) —b(t,y,w)| <yilx —y|forallx,yeR,tel.

Our plan of attack is as follows. Since o € IL1'*°, by Theorem 5.1, we know that the family of
transformations on W defined by

NS
(Tyw)s 2 oy + / K (s, Yoy (T,)dr,  s.tel, p-ae.
0

exists and is unique. Also, there is a corresponding family of inverse transformations {A;, ¢ € I}.
Using the transformations 7 and A, we can define a change of probability measure using the
density of T, and we show that the SDE becomes a much simpler one under the new proba-
bility measure. To carry out this scheme, we need the following lemma regarding the temporal
derivatives of the image processes under transformations 7 and A.

Lemma 6.1. (i) Suppose that F ={F;,t € [} € LS and the mapping t — F;(-) is differentiable.
Then {F;(T), t € 1} is differentiable with respect to t and it holds that

d d
E[Fz(Tt)]: (aFr>(Tz)+0z(Tr)(Dze)(Tz), p-a.e. (6.2)

(ii) For any G € S, the mapping t — G (A;) is differentiable and it holds that

d
EG(AI) = —0:D:[G(Ap)], pn-a.e. (6.3)

Proof. Assume that F € LS takes the form Fi(w) =g {8y, 0), ..., 0z, @), 0 <ty <--- <
t, <1, where g is a bounded measurable function on / x R" with g, € C EO(R") foreachr el
and 8y, is the Dirac §-function. Since F;(T;w) = g; ({811}, Trw), ..., (8(s,), Trw)), we need only
check the differentiability of (3, Tyw) for any i. Indeed,

d d INE; H
a(S{,i}, Ttw> = m |:0)z,- + /0 K", r)o (T, w) dri|
= K" (6. )01 (Tiw) = K" (8,)) Doy (Tiw),  p-ace.
Now applying the chain rule (2.12) and the definition of derivative operator (2.10), we have
d d : Hx
E[FI(TZ(U)] = EFI (Thw) + Z 0 8 ((8{t1}, Ttw), cees <5{tn}, Ttw))K (5{t[})(t)<7t(TtU))

i=1

d
= (aF;)(Tza)) + (D Fy)(Tiw)o: (T w), u-a.e.,
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proving (i). To prove (ii), we first note that by following the same argument as was used for
Proposition 4.5, one can show that the process {G(A;),t € [} € LS for G € S. Therefore, from
part (i) above, we obtain

d d d
0=—G=—G(AT) =|-G(A) |(T}) + 0:(T1) D:[G(A) (T}), p-a.e.
dr dr dr
Thus, part (ii), and hence the lemma, follows. (Il

As in Theorem 5.1, we denote the densities of A; and T; by £; and L;, respectively. Let us
now consider the following ordinary differential equation for any fixed w € W:

t

Zi(w,x)=x +/ LS_1 (Tyw)b(s, Ly(Tyw) Zs(w, x), Tyw) ds, xeR,tel. (6.4)
0

It is known from ODE theory that under Assumption (H1), the unique solution Z;(w, x), t > 0,
depends continuously on the initial state x. Thus, the mapping (¢, w) — Z;(w, Xo(w)) defines a
measurable process. Let us now set

Xy =L:Z:(As, Xo(A))), tel. (6.5)
The main result of this paper is the following theorem.

Theorem 6.2. The process {X;,t € 1} in (6.5) satisfies 1{0,-j0 X € Dom() for all T € I and
X € L2(W; L(I)) is the unique solution of the SDE (6.1).

Proof. Existence. We will show that 1j9 ;jo0 X € Dom($) for T € I and that SDE (6.1) holds. To
this end, let G € S and denote Z; (-, Xo(-)) by Z;(Xo). Using (6.5), we have

1 T
E{G/ l[o,r](t)UtXt dB[} =F / O'[X[D[Gdt}
0 0

=F /T U[L[Zt(At,XO(At))D[Gdt} (66)
0

_E /0 ata;)z,(x())DtG(n)dt}.

Applying Lemma 6.1(i) and integration by parts, (6.6) becomes
T T d
E{/o Gz(Tr)Zz(Xo)DzG(Tz)dt} = E{/o Z,(XO)EG(T,)dt}

= E{Zr (X0)G(T7) — Zo(X0)G (6.7)

trd
—/0 (azt(XO))G(Tt)dt}
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Next, using ODE (6.4) as well as the fact that L, ! (Ty) = L; is the density of Ay, (6.7) yields that
T
E{Zr(Xo)G(Tz) — Zo(X0)G —/0 LN (T)b(t, Li(T) Zi(Xo), Tz)G(Tz)dt}

= E{L:Z:(A¢, Xo(A1))G} — E{Zo(X0)G} — E{/O b(t, LiZi(Ar, Xo(A1)G dt}

= E{X:G} — E{X,G} — E{/Tb(t, X,)Gdt} = E{G(Xr — Xo— /Tb(t, X,)dt) }
0

0

This, together with (6.6), leads to the fact that for any G € S,

1 T
E{G/ 1[0,,](z)o,xtd3,}=E{G<Xt—xo—/ b(t,Xt)dt>}.
0 0

Since X; — X¢o — for b(t, X;) dt is square-integrable, we deduce that {1jp ;jo X, T € I} belong to
Dom(§) and X satisfies (6.1).

Uniqueness. Let Y € L?>(W; L*(I)), where 110,70 Y € Dom(§) for all t € I, be any solution
of equation (6.1), that is,

' t
YI=X0+/ osstBs—{—f b(s, Yy)ds, tel. (6.8)
0 0

We consider a fixed ¢ € I and a random variable G € S. Multiplying both sides of (6.8) by G(A;)
and taking expectations, it becomes

t t

E(Y,G(A)} = E(YoG (A} + E{ / DyIG(A)I0,Y, ds} + E{ / bis, YS>G<At>ds}.
0 0

Since G(A;) = G(Ay) — f; oD, [G(A,)]dr for any s € [0, ] by Lemma 6.1(ii), we obtain

t
E[Y,G(A)} = E{YoG) — E{YO/ orDr[G(A»]dr}
0

t t t
—i—E{/ DS[G(AS)]assts}—E{/ DS|:/ arDr[G(Ar)]dr:|assts}
0 0 K

t t t
+ E{/ b(s, Y.Y)G(As)ds} - E{/ b(s, Ys)/ oy D [G(Ar)]dr dS}
0 0 s
. . (6.9)
= E{YoG} + E{/ Ds[G(Ay)]o Y ds} + E{/ b(s, YS)G(AS)dS}
0 0
t t r
- E{/ arDr[G(Ar)]YOdr} - E{/ / Do, Dy [G(Ar)]logYs ds dr}
0 0 JO

t r
—E{/ a,D,[G(A,)]f b(s,n)dsdr}.
0 0
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Here, the last equality is due to Fubini’s theorem. Now, by definition of the Skorokhod integral,

t r t r
E{/ / Ds[a,D,[G(A,)]]aSYSdsdr}:E{/ a,Dr[G(A,)]/ asstBsdr}.
0 JO 0 0

Note that because the density of A; is £; = L; ! (T;) and Y satisfies (6.8), (6.9) can be rewritten
as

E(L7\(T)Y,(T})G} = E{Y,G} + E{/Ot D,[G(A))]o, Y, ds}
¥ E{/Olb(s, YS)G(AS)ds} — E{/Ota,Dr[G(A,)]Y, dr}
— E{YoG} + E{/Ot b(s, YS)G(AS)ds}
= E{YoG} + E{/Ot L7 N(T)b(s, YS(TS))Gds}.
Since the smooth random variable G is arbitrary, we have
L7 T YT = Yo + /O L (TbGs. Y(T) ds
— Yo+ /0 LT (TbGs LT LT T YTy ds, .

That is, L, ! (Ty)Y;(T;) is a solution of equation (6.4). By the uniqueness of the ODE, we must
have L, '(T;)Y,(T;) = Z:(-, ¥;). Consequently,

Yi=L:Z:(As, Yo(Ar)) = Xq, p-a.e.,

which is the unique solution of SDE (6.1). This completes the proof. (]
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