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Abstract

We study some approximation schemes for a nonlinear filtering problem when the
state process X is the solution of a stochastic delay diffusion equation, and the
observation process is a noisy function of X for s € [t — 7, t], where 7 is a constant.
The approximating state is given by means of an Euler discretization scheme, and
the observation process is a noisy function of the approximating state.
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1 Introduction

Let (X,Y) = (X, Y:)i>0 be a stochastic system. Assume that the state process X =
(X¢)e>0 of the system cannot be directly observed, while the other component Y = (Y}):>0
is completely observable, and therefore is referred to as the observation process. The aim
of stochastic nonlinear filtering is to compute the conditional law 7, of the state process
at time ¢, given the observation process up to time ¢, i.e. the computation of

m(p) = Blo(Xe)/F ],

for all functions ¢ belonging to a determining class, i.e. the best estimate of ¢(X;) given
the o—algebra of the observations up to time ¢, 7} = o{Y,, s < t}.

A classical model of partially observed system extensively studied in the last past years
arises when both the state and the observation processes are diffusion processes.

For this model, under suitable hypotheses on the coefficients, the filtering equations
are well known (see for example Pardoux [15] or Kallianpur [6] and the references therein)
and different approximation schemes have been studied (see for example Kushner [10] or
Le Gland [12] and the references therein).

In this paper we are interested in nonlinear filtering of partially observed delay systems
and in computable approximations of the filter.

To our knowledge there are only three papers dealing with nonlinear filtering for delay
systems: Kwong and Willsky (1978) [11], Chang (1987) [4], and Kallianpur and Mandal
(2002) [7].

In [11] Kwong and Willsky give a characterization of the optimal filter when dealing
with nonlinear delay systems with gaussian noises. A Fujisaki-Kallianpur-Kunita equa-
tion for the filter is deduced from a representation result which characterizes conditional
moment functionals of nonlinear delay systems. However the uniqueness of the solution
of this equation is not guaranteed.

In [4] Chang gives a computable approximation for the optimal filter when dealing with
one dimensional nonlinear delay filtering systems with gaussian noises. The original model
is approximated by a discrete-time model obtained by applying an Euler discretization
scheme. An optimal filter for the approximate system is obtained by an explicit procedure
and the weak convergence of the approximating process and the approximating filter to
the original ones are verified.

In [7] Kallianpur and Mandal study a nonlinear filtering problem where the state pro-
cess is given as the solution of a stochastic delay differential equation and the observation
depends not only on a function of the instantaneous value of the signal but also on the
values of the signal from the past. By using some extensions of results obtained by Mo-
hammed [14] for stochastic delay differential equations they prove that the signal process
is the unique solution to an appropriate martingale problem. By taking this fact into
account the authors prove that the optimal filter corresponding to the nonlinear filtering
problem is the unique solution of a Zakai-type equation. A Fujisaki-Kallianpur-Kunita
equation for the filter is also deduced from the Zakai-type equation.



The main results of these papers will be presented in a more extensive way in Section 3.

The main result of this paper concerning the convergence of the approximation scheme
introduced in Section 2.2 to the system introduced in Section 2.1 is stated and proved
in Section 4.2. The proof is based on the convergence results of Bhatt, Kallianpur and
Karandikar (1999) [2] and Bhatt and Karandikar (2002) [3], which are recalled in Section
4.1.

2 The model and its approximation

2.1 The model

The state satisfies the following kind of delay differential equation on the probability space
(Q>f7 (Ft)tE[O,T]a P)

where

(H1) 7 >0, and I, X is a C([—7,0],R) random valued process defined by
IL,X(s) = X(t+s) —7<s5<0,

(H2) {W(t); t > 0} is a standard Brownian motion,

(H3) 7 is a Fy square integrable C'([—7, 0], R) valued random variable, that is

B (ImoX[?) = B( swp_|n(s)) < oc,

s€[—T,0]

(H4) a and b are two Borel measurable functionals on [0, 7] x C'([—7, 0], R) satisfying the
Lipschitz condition

and the growth condition
la(t, )] +[b(t, 0)|* < K (1+]6]%), (3)

for some constant K > 0.



The observation process is given by

ww—fummmm+ww, 0<t<T, (4

where
(H5) {W(t); t > 0} is a standard Brownian motion, independent of {W(t); ¢t > 0},
(H6) h:[0,7] x C([-7,0],R) — R is a Borel measurable function such that

KﬁmmmmHM<m

In this paper we consider the filtering problem of the delay system (IL; X, Y (%)), i.e.
we want to compute

() = E[6(ILX)[F],
for measurable and bounded functions ¢ mapping C([—7,0],R) into R.

Conditions (H1) to (H4) imply the existence and uniqueness of the solution of the
stochastic delay differential equation (1) (see Mohammed [14]), though the square in-
tegrability condition (H3) is not necessary (see Kallianpur and Mandal [7]). However
condition (H3), together with the growth condition (3) in (H4), implies that

E| sup [ITLX|[*| < oo, (5)
w€[0,T]

(see [14], Theorem II.2.1 and Lemma II1.1.2).

Note that in the homogeneous case, i.e. a(t,0) = a(f) and b(t,0) = b(#), the Lipschitz
assumption (2) in (H4) implies the growth condition (3). Moreover in the homogeneous
case Kallianpur and Mandal prove in [7] that the process (I1;X );>¢ is Markov. This result
extends a previous result by Mohammed [14] for the case a and b bounded.

Conditions (H5) and (H6) are classical assumptions in nonlinear filtering theory which
guarantee that the filter m; can be represented via a Kallianpur—Striebel formula

o1(¢)

m(¢) = (1)

with
oi(¢) = E° [d)(HtX) exp {/th(s,HSX)dYS — %/t |h(s, HSX)Pds} ‘]—}Y} ,
0 0

where E° denotes the expectation w.r.t. the reference measure P°, defined by the Radon-
Nikodym derivative

dP° g I
—— =exp {—/ h(s, I, X)dY; + —/ |h(s, TL,X)|? ds} . (6)



This fact will play a fundamental role in the proof of our approximation results.

Furthermore, the following conditions on the observation function h will also be used
in our analysis.

(H7) h is sublinear, i.e. |h(t,0)]* < K(1+ ||0]|?),
(H8) h is jointly continuous.

Note that condition (H7) together with the integrability condition (5) on the state
process implies that (H6) is also satisfied.

Condition (H8) will be used in the proof of our approximation results, together with
the following condition.

(H9) The functions a(t, ) and b(t, ) are jointly globally Lipschitz, i.e.

la(t,0) — a(t', 0)]* + [b(t, 0) — b(¢', 0)|* < K (|}t —#'|I* + 10 — 0]]%) .

Note that the above joint global Lipschitz condition is stronger than condition (H4),
but in the homogeneous case, i.e. when a(t, ) = a(0) and b(t,0) = b(6), both conditions
are clearly equivalent to (2).

In addition, to prove our approximation results, condition (H3) is not strong enough
and we will assume that the initial condition of the stochastic delay differential equation

(1) is such that

(H10) E(IMX]") = B( sup In(s)|') < oo.

s€[—7,0]

Note that under this condition it is easy to prove that E [supte{oﬂ ||TT, X ||4} is finite.

To conclude this section, note that conditions (H7) to (H9) are clearly satisfied if, for
example, the functions a, b and h are given by

oft.0) = pult, [ vulub@)dn),  b(t.0) = (e, [ n(u.0u))du).

h(t,8) = gp(t,/ Y(u,(u))du),

where ¢,, vy, ©, Vq, ¥y and ¥ are joint Lipschitz functions.



2.2 Approximation schemes

In this paper we will consider some approximation models for both the delay system and
the filter, but the main results concern the following approximation scheme:

The approximation X" of the state process is the linear interpolation of the Euler
discretization scheme with step 0 = 6,, = T'/n, with 7 = md (as in Chang [4], for the sake
of simplicity, we assume that 7'/ is rational)!:

X"(06) = n(4o), —m < (<0,
X"((0+ 1)) = X™(€0) 4+ a(£d, i X™)0 ()
+b(05, s X™) [W((€ 4+ 1)8) — W (€5)], 0< <.
For the approximation of the observation process, we define Y"(t) by
Yol = /Ot W([5/5] - 6,11, 55X )ds + W (1), 0<t<T, (8)
where |z] is the integer part of z.
Remark 2.1. It is clear that
{(X™(es), X™((£ - 1)), - - - ,Xn((ﬁfm)é))}zzo
is an (m + 1)-dimensional Markov chain, and for t € [£6,({ +1)0], 0 < <n
X"(t) = X"(00) + a(€5,I1;s X™)(t — £0) 9)
+ b(68, s X™) [W((€ + 1)8) — W (£8)] (t — £5)/9,
with X™(0) = n(0), and
Y™ (t) = Y™ (€8) 4+ h(£5, s X™)(t — £58) + [W(t) — W(¢5)], (10)

with Y™(0) = 0.

It is also interesting to note that therefore the approzimation (Y™ (t))s>o for the observation
process proposed by Chang [4] (see also (17) in Section 3), is the linear interpolation of
Y™ (49).

Furthermore, we would also emphasize the fact that when using (8) we do not make use,

as in [4], of a discrete time observation process but still of a continuous time diffusion
process, such that Y™(15) = Y"(16).

'Tt is clear that, assuming T = g7, we first fix m = kq a multiple of ¢ and then set § = 7/m, so that
T = kpé and n = kp.
Or better, we first fix m, then set 6 = 7/m, and finally take the interval [—7, |7/d]4], instead of [—7,T7,
so that n = n(m).



With these approximations for the state process and the observation process we define

the approximating filter 7} by :

a(g) = THO) _ B [oL XLy A )
' op(1) EOm Ly R
where E%" denotes the expectation w.r.t. the reference measure P%" defined by the
Radon-Nikodym derivative
dp(),n -1
)
with

t 1 t
Ly = exp {/ h([s/0] - 6,11 5/56X™)dY" — 5/ |h([s/4] '5,HL5/5J.5XH)|2dS} :
0 0

Taking into account that s +— h([s/d] - 6,115/5.sX™) is piecewise constant, we have that

ﬁ? = L?(Xn()v}/oai/(% e 7YLt/6Ja}/;f)a

where,

06—1 05—1
1
log Lys(x(), Yo, Ys, -+ Yes) = E h(ké, sz () (Yrs1 — Yr) — 3 E |h(k6, Tysz () |6,
k=0

k=0

and, for t € (€0, (¢ +1)J), 0 < ¢ <mn,

log L?(ZI:(), Yo, Ys, - 7y€5>y) = log LZ;(.CU(), Yo, Ys, - 7?/@5)
1
+ h(|t/0] - 0,10 11/5).50())(y — Yes) — §|h([t/5J <6, yss).670) P (8 — £0).

Moreover, under P°", the processes X" and Y” are independent and the law of the
approximated state process is invariant under P and P%", hence, for t € [(d, ({ + 1)J),

0</?l<n,

: 7yZ:YZZ§ 7y:Y:fn

O'tTL(¢) =F [¢(HtXn>L?(Xn()7 Yo, Ysy - 5 Yus, y)]

Yo=Yy',y1=Yy",
Note that the filter 7" defined above depends on the approximated observation process
Y™ which is not directly observable. To overcome this difficulty we also consider the

following approximation 7 for the filter

51(0) 12

where

7i'(¢) = E[p(ILX") LY (X" (), Y0, Y5, Yes, V)] :
Yo=Y0,y1=Ys, " ,Ye=Yys,y=Y1



Furthermore, as an approximation for the state we will also consider the following
diffusion

Zn(t)

(t) —r <t<0,
)+ [ ald- 15/8) oo X7 (13)

t
+/ b((S- LS/(SJ,H(g.LS/(;JXn)dWS, 0<t<T,
0

7
Z"t) :==mn

which will be used in the proof of our main result, since this diffusion has the property
that
Z"(06) = X" (49), for all £ > —m.

Indeed Z™(45) = X™(46) = n(d), for —m < £ < 0. The case ¢ > 0 follows by observing
that for ¢ € [¢6, (¢ + 1)d]

t t

Z"(t) = Z"(0d) + /gé a(00, s X" )ds + /&S b(€0, s X™)dW
= Z"™(€8) + a(€6, L5 X™)(t — €8) + b(£8, s X™)[W (t) — W (£6)],
so that
ZM(0 4 1)8) = Z™MU68) + a(€6, s X ™) + b(£5, Tis X)W (£ + 1)8) — W (£6)],

and finally comparing the above recursive formula with (7).

Other possible choices for the approximation for the observation process are either

Yr(t) = /0 th(s,HSX”)ds+W(t), (14)

V) = [ bl X7 ds + WG (15)

These choices are motivated by the fact that we want to use the results of Bhatt, Kallian-
pur and Karandikar [2] (see also Section 4.1), on the approximation of the filter, when
the observation is a diffusion, in both the limit model and the approximation model.

Assuming that conditions (H1) to (H10) are satisfied, we prove the weak convergence
of the filter 7} for the approximation model to the filter m; of the original delay system
and the convergence in probability of 7}* to m; (see Theorem 4.2 in Section 4.2).

To conclude this section, note that in order to compute 7;* and 7} we need to compute

(a) the transition probability of the (m + 1)-dimensional Markov chain
(X7 (e8), X™((£ = 1)8), -, X™((¢ —m)3)),

and therefore we need the explicit expression of a (€9, II;s X™) and of b(€9, I X™),
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(b) the explicit expression of L}, and therefore we need the explicit expression of
h(00, 11,5 X™).

With the example given at the end of Section 2.1 we get
0
(1(657 HEJXTL) = Pa (ta / wa(ua H&SXTL(U’))du)?
where

/¢a(u,H45X”(u))du:/ o (u, X" (0 + u))du

-1 (k+1)6 S
= 2/ Va (u, X" (0 + 1)) + == [X"((¢ + k +1)8) — X"((¢ + k)9)] ) du.
k

0

k=—m

Similar expressions hold for b(¢6, 1,5 X™) and h(£6, 1,5 X™).

3 Some related results

In [7], Kallianpur and Mandal deal with a nonlinear filtering problem described by a state
process solution of the stochastic delay differential equation (1), in the homogeneous case,
and an observation process given by (4). The authors consider the probability space

(Q,F,Q), where

dQ r 1 [r )
— =expq — h(u, 11, X) dY, + = |h(u, 11, X)|* du

and the product space (2 x Q, F @ F, P® Q). Denoting by (X'(t));>0 and (YT(t));>0 the
stochastic processes defined on 2 x Q by

X'(t,w,') = X(t,u) Vit w,W) =Y(tw),

and by (R(t))i>0 the stochastic process given by

T 1 T
R(t) = exp { / B, T,X") dY] — 2 / |h(u, TL,X")[2 du} ,
0 0

they prove the Kallianpur-Striebel formula: for any ¢ in the space of bounded continuous
functions from C([—7,0],R) into R it holds

0t(¢7 Y)
o(1,Y)’

Ep [QS(HtX)/ftY} =

where

oY) = /Q H(TLX () R(tsw, ') P(d)

is the unnormalized conditional expectation of ¢(I1;X) given FY .

9



Then, assuming (H1) to (H6), that ¢ is a quasi-tame function as defined in Mo-
hammed [14], and that

Ep

(/OT{Ia(HuX)\ +\b(HuX)\Q}du)2/OT]h(u,HuX)qu] < o0, (16)

they prove that the unnormalized conditional expectation of ¢(I1;X) given F} solves the
Zakai equation

0:(6,Y) = Ep [p(n)] + / 0u(A°6,Y) ds + / ou(6h(s,).Y) dY,

where A" is the infinitesimal generator of the process {I[; X, ¢ > 0}, as given in [14].

Before giving some examples of quasi-tame functions ¢, and of A%, we note that if
furthermore the diffusion coefficient b in the definition of the signal process is bounded,
and assumption (H10) on the forth moment of the initial condition is satisfied, then (16)
holds.

Example 1 If ¢(0) = p(0(0)), where ¢ is a C* bounded function, then
A°9(6) = Lo(B(0)) = a(6) - £.(6(0)) + L (O)pru(0(0)).

Example 2 If ¢(0) = fi W(u)g(A(u), 0(0))du, where v is piecewise C'', with 1 absolutely
integrable, and g(z1,x2) a bounded C'* function, then

A°6(6) =p(0)g(4(0),6(0)) — $(~7)g(6(~7), 6(0)
~ [ g6, 00)du+ [ (Lol )OO s

where L is the operator defined in example 1.

Example 3 If ¢(0) = go(fi ¥(u)g(0(u),0(0))du), where ¢ is a bounded C* function,
with ¢ and g(x1,22) as in example 2, then

A6(6) =, (2(0) A'2(0) + 0.0 (B(6)) G(O)

where ®(6) = fiw(u)g(ﬁ(u),G(O))du, A%®(0) is computed as in example 2, and
finally

G6)= [ [ 0u)00)92,(6(0).6(0))g.,(6(0). 60)dv d

(here g, denotes partial differentiation of g with respect to its second argument).

10



The uniqueness for the solution of the Zakai equation is deduced from the results of
Bhatt, Kallianpur and Karandikar [1], and a Fujisaki-Kallianpur-Kunita equation for the
filter is deduced from the Zakai equation and the Kallianpur-Striebel formula by a usual
method in nonlinear filtering theory.

In [11] Kwong and Willsky consider the delay differential equations for the n—dimensional

state process 3
dX(t) = a(t, 11, X) dt + F(t)dW;, Iy X =n,

and for the p—dimensional observation process
dY (t) = h(t, 11, X) dt + N(t)dW, Y (0) =0,

where N(t) is nonsingular, and a satisfies a Lipschitz condition and a growth condition.

Under additional conditions on the initial trajectory n € C'([—,0], R") and integrabil-
ity conditions for [ |A(t, T, X)|?dt, |¢(IL,X)|* and [ |¢(IL,X)h(t, TI,X)|?dt, the authors
derive an evolution equation for functionals of the form E![¢(I1,X)] = E[¢(I1,X)|F)],
extending to their framework the result of Kunita [8]. In particular, they prove that the
filter solves a Fujisaki-Kallianpur-Kunita equation, namely

dE'[¢p(IIX)] = E'[A¢(IL,X)|dt+E [¢(IL,X) (h(t, 1L, X )— E' [A(t, ILX)]) (N () N*(£) " dvy

where v, = Y (t) — f(f E*[h(s, 113 X)]ds, for functions ¢ in the extended generator of the
state process:

Blo(11.X)/11.X) = 6(11.X) + | BlA6(ILX)/1.X]du.

The expression of A;¢(I1;X) is similar to that of A%p(I1;X), but taking into account
the fact that the state is multidimensional and given as the solution of a nonhomogeneous
stochastic delay equation. For instance in example 1 the operator £ has to be replaced

by
Lep(0(0)) = alt,6) - 2(6(0)) + tr{FOF ()pue(0(0))}.

In [4], Chang considers the optimal filtering problem for a partially observable model,
when the state process and the observation process are real valued and satisfy the stochas-
tic nonlinear differential equations

dX (t) = a(t, I, X)dt + dW;, X =7
dY (t) = h(t, I, X)dt +dW,;, Y(0) =0
where W and W are two independent Brownian motions.
Under the assumptions:

(A1) a: [0,T]xC(]-7,0],R) = R; (t,9) > a(t, V) is jointly continuous; the same holds
for h;

11



(A2) a and h are Lipschitz continuous in the variable ¢ (uniformly in [0, 7]): there exists
a finite measure A on [—7, 0] such that

0

la(t, ) — a(t, )| + [(t,9) = h(t, )| < / [0(u) — &' ()| A(du),

for all t € [0,T], 9,¢ € C(]—7,0],R);
(A3) a and h satisfy the following linear growth condition: there exist a positive constant
k and a finite measure 7 on [—7, 0] such that

0

la(t, ) + |h(t, 92 < k (1 +/

-7

w<u>|%<du>) ,

for all t € [0,T] and ¥ € C([—7, 0], R);

(A4) nis a random function with values in C'([—7, 0], R) with probability 1, there exists
a strictly positive constant k£ such that

Elexp{k|ln*}] < oo,

and for any partition —7 < 79 < --- < 7, = 0 the (n + 1) — dimensional random
vector (1(7;);0 < i < n) has a probability density w.r.t. the Lebesgue measure in
R,

Under the previous hypotheses Chang gives a computable approximation for the opti-
mal filter. The state process of the original model is approximated by the linear interpo-
lation of (7) with b(¢,60) = 1, and the observation process is approximated by the linear
interpolation of

Y (€ 4 1)8) — Y™(¢5) = h(t5, T X™)6 + [W((¢ + 1)§) — W(es)], 0<t<n. (17)

Then, the author shows that the optimal filter for the discrete time approximation can
be designed by an explicit procedure and he verifies the weak convergence of the approx-
imation process and the approximation filter to the original ones.

It is interesting to note some of the differences among the papers concerning the dif-
fusion coefficient of the state process: namely the diffusion coefficient is a deterministic
function F'(t) in [11], is just the constant 1 in [4], while it is a function depending only
on the state in [7]. Another important observation is that Kwong and Willsky, as well
as Chang consider non homogeneous delay systems, while Kallianpur and Mandal con-
sider only homogeneous delay systems. Nevertheless, in the homogeneous case, conditions
(A2) and (A3) of Chang imply that the Lipschitz condition

|a(0) — a(0)]* + [b(9) — b(O)|* < K10 — 0]]*

of Kallianpur and Mandal is satisfied with K = max{(A([—7,0]))% k(v([-7,0]) V 1)}.
Moreover, condition (A2) of Chang implies also that the observation coefficient h satisfies
a Lipschitz condition while condition (A3) implies that the sublinear growth condition

(HT) is satisfied.
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4 Approximation results

4.1 General considerations on approximation for filters

Suppose that a sequence of partially observed systems (X™, Y™) converges to a partially
observed system (X,Y’). Then a natural question is whether the corresponding sequence
of filters ™ converges to the filter 7 of the limit system.

Different kinds of convergence can be considered for both the systems and the filters.
When all the processes are defined on the same probability space (2, F, P), almost sure
convergence, convergence in probability or weak convergence (i.e. in distribution) can be
studied. Weak convergence is the only notion that can be considered when the systems
(X™ Y™) are defined on different probability spaces (Q", F", P™). Furthermore one can
distinguish between convergence of 7' to m as random probability measures, for each
t, and convergence of the processes ©™ = (w5t > 0) to w = (7t > 0), as cadlag
probability measure-valued processes. Some now classical result in this direction can be
found in Goggin [5].

A different, but connected, approach to the problem of the approximation of the fil-
ter takes into account that a realistic approximation depends on the actually observed
trajectory. Before describing it we need to recall that under very general conditions (see
for instance, Kurtz and Ocone [9]), when denoting by S the state space, by F' the ob-
servation space, and by P(.S) the space of probability measures on S, there always exist
deterministic functionals U™ and U, with paths in Dp(g)([0,7T7),

U™, U: [0,T] x Dp([0,T]) — P(S)
with the properties U"” (t, y) =" (t, y(- A t)) and U(t, y) = U(t,y(- A t)), and such that
T = U”(t, Y”) and m; = U(t,Y).

Note that the functionals U™ and U depend on the joint distribution of (X™,Y ™) and
(X,Y) and that they are defined in Dg([0,7]) almost surely with respect to Py~, the
law of Y™, and with respect to Py, the law of Y, respectively.

When dealing with approximation problems the following typical situation can arise:
the model is (X, YY), and therefore we observe Y, while the models (X™, Y™) are merely
more manageable approximations, despite the fact that it may be impossible to observe
the approximate process Y™. In this situation the filter is 7;, and it is quite natural to
consider

m=U"(t,Y) (18)

as an approximation depending on the actually observed trajectory. The functional U™
is defined Py~ almost surely and therefore to define 7} it is natural to assume that Py is
absolutely continuous with respect to Py, otherwise it could be impossible to define 7}
Note that, however, 7j' is not a conditional law. Then one can consider both the almost
sure convergence and the convergence in probability of 7f to ;. It is important to note
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that with this kind of approximation it is even not necessary for the processes Y™ and Y
to be defined on the same probability space.

Some results on weak convergence, which also contain explicitly the approach discussed
above, can be found in Bhatt, Kallianpur and Karandikar (1999) [2] and in Bhatt and
Karandikar (2002) [3]. In these papers the observation is a diffusion, in both the limit
model and the approximation model. In [2] the state and its approximation may be gen-
eral processes, while in [3] they are both diffusions and the noises in the signal and the
observation may be correlated. In [2] the following limit model (X}, Y;):>0 and approxi-
mation model (X}, Y;"):>o are considered.

The signal process X, , with values in a complete separable metric space 5, is defined
on (2, F, P) and has cadldag paths. The observation process Y; is given by

Y(t) = /Oth(Xs)derW(t), (19)

where (W (t)):>0 is a standard Brownian motion, defined on (92, F, P), independent of X,
and h is a measurable function on S with values in R*, such that

P (/OT|h(XS)|2ds < oo) = 1.

The approximation signal processes X" are defined on (Q", F", P™), and take values
in S as well. The approximation observation processes Y;" are defined by

Yn(t) = /0 t R™(XM)ds + W™ (1), (20)

where W"(t) are standard Brownian motions, defined on (2", F", P"), independent of
X", and h" are measurable functions on S with values in R”, such that

T
P (/ IR (X™M)|* ds < oo) =1
0

(B1) A" converges to h uniformly on compact sets,

Assuming that

(B2) h is continuous,

(B3) &™ converges weakly to X in Dg([0,T]),

®9) 1 g ([ wras) =g ([ neopas),

it is proved in [2] that

P"o (m™)~! converge weakly to P o (m)~!
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as processes with values in Dp(g)([0,77]), where P(S) is the metric space of probability
measures on S, endowed with the Prohorov metric.

Note that the above conditions (B1)—(B4) are only sufficient conditions, and that in
2] weaker conditions can be found.

Moreover in [2] (see Theorem 3.3-(a)), as a step to prove the above weak convergence
result, the authors prove that for any Wiener process {B(t);t > 0}, the P(S)-valued pro-
cesses (U™(t, B))scpo,r) converge in probability to the P(.S)-valued process (U(t, B))cjo,r)-
This amounts to say that if P is the reference probability measure defined by the Radon-
Nikodym derivative

Cil—];) = exp {— /OTh(XS)(dYS — h(X,)ds) — %/OT |h(X5)|2ds}

=0 {~ [ s [ inoras),

i.e. the measure under which the process Y is a Wiener process, independent of the state
process X, then the P()-valued processes ™ = (7" )ico,r] = (U"(t,Y"))ejo,r) converge in
PO-probability to the P(S)-valued process m = (m¢)iepor] = (U(t,Y))sep,r- In addition,
since the measure P is also absolutely continuous w.r.t. P°, the authors also prove that

7" converges in P-probability to 7

which is the result we had already announced for the second approach described above.
Finally in Remark 7.4 in [3] it is observed that if (Q™, F*, P") = (Q, F, P), W™(t) = W (t),

n (20), (B1) and (B2) hold, and moreover

(B3’)  &™ converges in P-probability to X in Dg([0,T]),

T
(B4’) lim / |h™"(X") — h(X,)|]*ds = 0, in P-probability,
n—oo 0

then the filters ®™ converge to 7 in P-probability, as measure valued processes.

To conclude this section observe that a sufficient condition for (B4’) to hold is that

(B4”) lim E (/OT |h" (X)) — h(XS)Pds) =0.

n—oo

4.2 The main results

In this section, we want to prove by using the convergence results proved in [2] (see also
Section 4.1) that the sequence of filters associated with the approximated system (7) and
(8) introduced in Section 2.2 converges to the filter associated with the original system
(1) and (4). With this aim, in our setting we take S = [0,T] x C(|—7, 0], R), with

dists((t,0), (t',0)) = |(t.0) — (", 0)|s = [t = '] + 0 — &',
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Xy = (ta HtX)a
and
h:[0,T] x C([=7,0,R) = R;  (t,0) — h(t,0)
where h is the observation function in (4).
Note that with these choices the observation processes given by (4) and (19) coincide.

Moreover, if we take
X' = ((5 . Lt/éJ ,H(g.Lt/(;JXn), (21)

as an approximation for the signal process X;, with X" (¢) defined in Section 2.2, then the
approximation (8) of Section 2.2 for the observation process and the approximation (20)
of Section 4.1, with h" = h and W" = W, coincide.

With the approximations (14) or (15) for the observation process it is natural to take
X = (t, I, X™), (22)

or
X = (¢, 160 X™), (23)

as an approximation for the signal process.

Indeed, similarly to the previous case, if we take the approximation (22) (respectively
(23)) for the signal process, h" = h and W" = W, then the approximation (14) (respec-
tively (15)) and (20) for the observation process coincide.

Remark 4.1. Note that we are taking (", F", P") = (Q,F,P), and W™ = W. More-
over, in order to get the approximation (8) for the observation process in (20), besides
taking X" defined by (21) and h"™ = h, we can take X™ as in (23) and

R [0,T] x C([—7,0],R) — R: (t,0) — h(3 - [t/5] ,6). (24)

Then, the main result of this paper, concerning the approximated system (7) and (8) is
stated in the following theorem. Note that similar results hold for the other approximation
schemes introduced in Section 2.2 (see for example Lemma 4.7).

Theorem 4.2. Assume that conditions (H1) to (H10) are satisfied. Then, the sequence
of filters ™™ associated with the approximated system (7) and (8) converges weakly and in
probability to the original filter 7, in Dps)([0,T7).

Moreover the sequence of measure valued processes "™ converges in probability to the
original filter 7.

In addition, if d denotes the Prohorov metric, then maxy_y.... ,, d(Tjs, Tks) converges in
probability to zero.
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Since the filter 7 is continuous in time, the last statement of the Theorem is an imme-
diate consequence of the convergence in probability of 7™ to 7.

In the following, since the measure valued processes w™ and 7™ in Section 4.1 coincide
with the processes given by (11) and (12) respectively, we prove that under the assump-
tions of Theorem 4.2 the conditions (B1) to (B4) of the previous section are fulfilled.

In our setting, the convergence condition (B1) is obviously satisfied when taking
h™ = h, and the continuity condition (B2) on h is satisfied thanks to the continuity
assumption (H8) on h.

Furthermore, note that, under assumption (H8), condition (B1) is obviously also sat-
isfied when we take h" defined as in (24).

Moreover, in our framework, condition (B3) asserts that X™ = ((6-[¢/6] , 5.5 X"))t>0

converges weakly to X = ((t,I1,X)),. , in Ds([0,T]) = Diorjxc(i—r0.r) ([0, T]). We will
prove the convergence of X™ to X, in a sense stronger than weak convergence, in Propo-
sition 4.5 below (see also Remark 4.6).

Assume for the moment that the weak convergence condition (B3) is satisfied. Then,
with our approximation scheme, condition (B4) reads

n—oo

lim (/OT (5 - |5/5] ,H(;.LS/MX")\st> _E (/OT \h(s,HSX)\2ds) ()

With the other choices for the approximation models condition (B4) reads

lim £ (/OT yh(s,HSX”)Pds) =F (/OT |h(s,H5X)|2ds) , (26)

or

T T
lim F (/ \h(s, 51575 X)) ds) =F (/ |h(s, TI,X)|? ds> , (27)
0 0

n—oo

respectively.

Under the sublinear growth condition (HT7), and the continuity condition (HS8) for
the observation function h, if the weak convergence condition (B3) holds, we can assume
w.l.o.g. that in our case the integrals inside the expectation in the left hand side of (25)
converge to the integral inside the expectation in the right hand side of (25). Therefore,
to prove that condition (B4) holds, we only need a uniform integrability condition. To
this end observe that

T 2 T
sup F (/ |h (5 - |s/d] ,H(;.Ls/(;JX")]? ds) ] <supF {T/ |h(d - |s/d] ,H(;.LS/5JX”)|4ds
n 0 n 0
T
< supT/ E |C' (1 + sup |X”(t)|4)] ds < o0
n 0 te[—7,T]
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and hence, condition (B4) will hold thanks to the following result, which implies also the
stronger condition (B4”), and therefore the convergence in probability of the filters (see
Section 4.1).

Lemma 4.3. Assume that conditions (H1) to (H4) are satisfied, then

sup HHtXnH2] =supE

te[0,77] n

sup ]X"(u)\zl < 00.

sup E
n u€[—7,T]

Moreover, if condition (H10) also holds, then

sup HHtX”|!4] = supE

t€[0,T]

supE sup | X" (u)|*| < oo.
n u€[—7,T]
Proof. First observe that

sup | X"(t)] = max(|X"(kd)[; ko <T) < max (||n[|, max(|X"(kd)|; 0 < kd < T))

te[—7,T)

= max (||n[|, max(|2"(kd)[; 0 < k6 < T)) < max (Hn\% sup \Z"(t)\> :

te[0,T

where Z™(t) is given by (13), and set
t
M = / b, (u)dW,  where b, (u) := b(d - [u/5], s s X™). (28)
0

For any ¢ € {1,2} take a = 2¢ and 8 = 2¢/(2¢ — 1), so that (1/a) 4 (1/3) = 1. Then for
any stopping time o, there exists a suitable constant C, such that

sup | X" (u)[*

u€[—T,tAo]

‘ 20
< C Hnll”+</ sup Ia(5-LU/5J,H5.Lu/aJX")|dS) + sup [M[*
0

u€[0,sA0] s€[0,tAo]

¢ 20/«
<C g Il + 27 ( | s |a(5'LU/5J7H6~Lu/6JXn)|adS) + sup M
0 ue

[0,5A0] s€[0,tAT]

t
<, {||7]||2£ —|—t2€_1/ (K" (1 +  sup |X”(u)|2") ds + sup \MS”AU]%}.
0

u€[—7,5\0] s€[0,t]

If M}, is a martingale, setting

oo(t) =E

sup IX”(U)IQZ] :

u€[—T,tAo]
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and applying Doob’s inequality for p = 2¢ to M/}, yields

oy < Ci{r i+ [ anetoras +2 o] | (20)

for all ¢ € [0, T, for a suitable constant C; = C}(T).
Taking o = o}y 1= inf{s > 0; sup,e_, 4 [X"(u)| > N}, we have

T
J R (30)
0

and Mj,, = M, is a martingale. Indeed, by the sublinearity condition (3) on b we have

[ Ecoolas < [ s xR 31)

u€[—T,sAo}Y]

and the r.h.s. of the previous inequality is finite since sup,¢ oy |[X"(w)| < N. Then

—T,S\0

(/Ot 15<U%bn(5)dW5>2] = /Ot]E[15<g%bi(s)]d37

and (see e.g. Lemma 4.12, page 125, in Liptser and Shiryayev [13])?

t 4 t
(/ 15§U7&bn(8)dW5) ] < 62t/ E[lsggxbi(S)]dS.
0 0

Then, taking into account (29) and (31), and invoking Gronwall’s inequality we get a
bound for ¢} ,(T) = (bﬁ]nM(T), uniform in n and N. Therefore, applying Fatou’s Lemma
and making use of the fact that o}, — oo as N — oo, we get the theses. O]

E[|M;,pq ) = E

E[[M].,|'] =E

Remark 4.4. Note that with the same technique one could prove that

sup ||HtZ"||2Z
te[0,7

sup E

n

sup |Z"(u)|%] < 00.

=suplk
n we[—7,T]

for € = 1,2, whenever E[||n||*] < oo, i.e. when assumption (H4) or (H10) holds.

2Apply Lemma 4.12, page 125, with

f(t, w) = 1t§0}{7bn(t),

which assures that, if
/TE[f(s,w)Q’"’]ds < 00

then :
E

(f f(SM)dWs)Qm] < m(em ~ 0= [ w1607
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In order to check the weak convergence condition (B3) we use the following result.
Proposition 4.5. Assume that conditions (H1) to (H4) and (H9) are satisfied. Then
. n 2
lim £ SElp] (6 [£/6] M.y X™) — (£, ILX)||g| = 0. (32)
n—00 te[o,T

Remark 4.6. Note that condition (32) implies the convergence in probability in Ds([0,T]),
with the uniform metric, which in fact is stronger than (B3).

As an intermediate step we will need the following result concerning the weak conver-
gence of the approximation Z"(t).

Lemma 4.7. Under the hypotheses of Proposition 4.5

lim E | sup [[II,Z" — I, X|*| = 0.

n—o0  l4e(o,T]

Before giving the proofs of Proposition 4.5 and Lemma 4.7 we introduce the operator
P° which gives the linear interpolation of a function (x(s))s o] with step 0, so that

(P‘Sx(s))se[_T 71 18 the linear interpolation of (€0, z(¢9)), for £ = —m, ... n.
Moreover, denoting by

we(0; [=7, T]) := sup |a(s) — x(t)]

s,te[—7,T]
|s—t <3,
the modulus of continuity of the function (x(s))se[# 7 We observe that
sup || Ts. ¢/ P’z — Iyx|| < 2w, (6; [—7, T1), (33)
t€[0,T]
we(0;[-7,T)) <2 sup |z(t)] (34)
te[—7,T]

The second inequality is obvious, while the first one follows by observing that Ils.¢/s) Py =
P°Tls.4/6)2, and therefore
5.5 P = Tyarl| < |y puys) P2 — Mo puysy | + [1Ts. sy 2 — Moz
= HPJH&LU/(;Jx — Hd-Lu/5J$|’ + HH(S-\_u/c?J'T — x|
<2 sup | —Ta|=2 sup [o(s) - (b))

s,t€[0,T s,te[—7,T]
ls—t| <, ls—t|<8,

Finally, we can apply inequality (33) to the state process. Since the paths of X are
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continuous, the modulus of continuity wx (9, [—7,7T]) converge to zero as § = ¢,, converge
to zero, and therefore, taking into account (34) and (5), by the dominated convergence
theorem we get that

lim E [w% (6, [-7,T])] =0, (35)
and that
lim E | sup |55 P°X — ILX|?| = 0. (36)
]

n—oo telo,T

Proof. of Proposition 4.5

First of all we note that
18- 1£/6] Mg o5 X™) — (£, 1LX)|| 5 < 202 + 2 || s o5 X" — ILX|) 7,

Then adding and subtracting Ils. /s P°X in the second term on the right hand side of
the above expression it yields

T 47y X = TLX* < 2 [y X7 = o pogs POX || 42 [ Mg ooy POX = X[
Then, taking into account (36), and that

sup |ILX" —ILP°X|| = sup |X"(kS) — X(k6)|

t€[0,T) k:kée[—7,T]

= sup |Z2"(kd) — X(kd)| < sup [Z7(t) — X(1)]
k:kse[—7,T) te[—7,T]

the result follows by Lemma 4.7.

Proof. of Lemma 4.7

Noticing that P°Z"(s) = X"(s), for s € [~7,0] U [0, T], then we can rewrite (13) as
t

2'(0) =)+ | alb 15/ Mo oy P25 + [ 6615101, ooy P2,

0
Therefore, taking into account that Z"(t) = X (t) = n(t) for t € [—7,0],

sup |Z"(s) — X (s)|?
s€[—T,t]
t 2
<2 (/ a(6 - |u/6]  Us.puys) P°Z") — a(u,HuX)|du)
0

2

+2 Sup} ( /0 [6(6 - |u/]  s.puys) P°Z™) — b(u, I1,X)] qu)

s€E[0,¢

¢
< 2t/ a(0 - |u/d] s w5 P°Z") — a(u, 11, X) |*du

0
2

+ 2 Sup} ( /O [6(6 - [u/8) , Us.puys) P°Z™) — bu, 11, X)) qu)

s€[0,t
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By Lemma 4.3, Remark 4.4 and the sublinearity of b,

[ 06 /) oy P22 = b 1)

is a martingale.
Then taking the expectations we can apply Doob’s inequality, and we get for ¢ € [0, T]

E | sup |T,Z2" —II,X|

u€[0,t]

sup [|Z"(s) — X(S)F]

sE[—T,t]
t
< 2t/ E [Ja(d - |u/6] My (us) P°Z") — a(u, 11, X)[?] du
0
t
+8/ E {|b(5- \u/6] M. puss) P°27) — blu, TL,X)|? }du
0

sup || 5. 1uys) P°Z™ — 11, X||* + 62

u€(0,s]

t
< max(27, 8)/ KE ds
0

t
< C(T)/ E | sup (||H5 |_u/§JP zZ" — 1. \_u/ﬁJP XH + ||H5 lu/d) P(SX II XH )—|—52 ds
0 ue )

t
gC(T)/ E | sup [|T[,2" — I, X||? + 4w (6; [T, T]) + 6*
0

_uE[O,s]

ds,

where we have used (33). Then Gronwall’s inequality gives the upper bound

E| sup [IT,2" —IL,X|?

u€(0,T]

< C'(T) (E [wk (6; [-7,T))] + 6%)

and the proof is accomplished, since § = d,, and (according to (35)) E [w%(&; [—7,T])] go
to zero as n goes to infinity.
[l
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