N
N

N

HAL

open science

Generalized covariation for Banach space valued
processes, Ité formula and applications

Cristina Di Girolami, Francesco Russo

» To cite this version:

Cristina Di Girolami, Francesco Russo. Generalized covariation for Banach space valued processes,
It6 formula and applications. 2012. inria-00545660v3

HAL Id: inria-00545660
https://inria.hal.science/inria-00545660v3

Preprint submitted on 22 Mar 2012 (v3), last revised 27 Feb 2013 (v4)

HAL is a multi-disciplinary open access
archive for the deposit and dissemination of sci-
entific research documents, whether they are pub-
lished or not. The documents may come from
teaching and research institutions in France or
abroad, or from public or private research centers.

L’archive ouverte pluridisciplinaire HAL, est
destinée au dépot et a la diffusion de documents
scientifiques de niveau recherche, publiés ou non,
émanant des établissements d’enseignement et de
recherche francais ou étrangers, des laboratoires
publics ou privés.


https://inria.hal.science/inria-00545660v3
https://hal.archives-ouvertes.fr

Generalized covariation for Banach space valued processes, It
formula and applications

CRISTINA DI GIROLAMI * AND FRANCESCO RUSSO f

Actual version: March 10th 2012 (First one: December 23th 2010)

Abstract

This paper concerns the notion of quadratic variation and covariation for Banach space valued
processes (not necessarily semimartingales) and related Itd formula. If X and Y take respectively
values in Banach spaces B1 and B2 and y is a suitable subspace of the dual of the projective tensor
product of By and Bs (denoted by (B1®,rB2)*)7 we define the so-called y-covariation of X and Y. If
X =Y the y-covariation is called y-quadratic variation. The notion of y-quadratic variation is a natural
generalization of the one introduced by Métivier-Pellaumail and Dinculeanu which is too restrictive
for many applications. In particular, if x is the whole space (B1®,B1)* then the x-quadratic variation
coincides with the quadratic variation of a Bi-valued semimartingale. We evaluate the y-covariation of
various processes for several examples of x with a particular attention to the case By = By = C([—,0])
for some 7 > 0 and X and Y being window processes. If X is a real valued process, we call window
process associated with X the C([—7,0])-valued process X := X(-) defined by X¢(y) = X¢+y, where
y € [-7,0]. The It6 formula introduced here happens to be an important instrument to establish
a representation result of Clark-Ocone type for a class of path dependent random variables of type
h = H(Xr()), H : C([-T,0]) — R for not-necessarily semimartingales X with finite quadratic
variation. This representation will be linked to a function w : [0,7] x C([-T,0]) — R solving an
infinite dimensional partial differential equation.

[2010 Math Subject Classification: | 60G05, 60G07, 60G22, 60H05, 60H99.

Key words and phrases Covariation and Quadratic variation; Calculus via regularization; Infinite
dimensional analysis; Tensor analysis; Itd6 formula; Stochastic integration.

1 Introduction

The present paper settles the basis for the calculus via regularization for processes with values in an
infinite dimensional separable Banach space B. The extension of It6 stochastic integration theory for
Hilbert valued processes dates only from the eighties, the results of which can be found in the monographs
[18, 19, 5] and [31] with different techniques. However the discussion of this last approach is not the aim
of this paper. Extension to nuclear valued spaces is simpler and was done in [15, 30]. One of the most
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natural but difficult situations arises when the processes are Banach space valued.

As for the real case, a possible tool of infinite dimensional stochastic calculus is the concept of quadratic
variation, or more generally of covariation. The notion of covariation is historically defined for two real
valued (F;)-semimartingales X and Y and it is denoted by [X,Y]. This notion was extended to the case
of general processes by means of discretization techniques, for instance by [12], or via regularization, in
[26, 28]. In this paper we will follow the language of regularization; for simplicity we suppose that either
X or Y is continuous. In the whole paper T" will be a fixed positive number. Every process will be indexed
by [0,T], but can be extended to the real line for convenience by setting X; = Xy if t < 0 and X; = Xp
fort >T.

Definition 1.1. Let X and Y be two real processes such that X is continuous and Y has almost surely
locally integrable paths. For € > 0, we denote

¢ Xs G*Xs }/se*}/s
XY = /( . 1( eV ge teo).
0
¢ Xs E_XS
I~ (e,Y,dX), = y, 2 s te0,T].
0 €

1. We say that X and Y admit a covariation if lim._,o[X, Y]{ exists in probability for every ¢ € [0, T
and the limiting process admits a continuous version that will be denoted by [X,Y]. If [X, X] exists,
we say that X has a quadratic variation and it will also be denoted by [X]. If [X] = 0 we say that
X is a zero quadratic variation process.

2. The forward integral fot Y.d~ X is a continuous process Z, such that whenever it exists,
lime_0 I~ (¢,Y,dX): = Z; in probability for every ¢ € [0, T.

3. If fot Y,d~ X, exists for any 0 <t < T fOT Ysd™ X will symbolize the improper forward integral
defined by lim;_,p fot Y.d~ X, whenever it exists in probability.

Remark 1.2. 1. Lemma 3.1 in [27] allows to show that, whenever [X, X] exists, then [X, X]¢ also
converges in the uniform convergence in probability (ucp) sense, see [26, 28]. The basic results
established there are still valid here, see the following items.

2. If X and Y are (F;)-local semimartingales, then [X,Y] coincides with the classical covariation, see
Corollaries 2 and 3 in [28].

3. If X (resp. A) is a finite (resp. zero) quadratic variation process, then [A4, X] = 0.

Let (€2, F,P) be a fixed probability space, equipped with a given filtration F = (F})c[o,7] fulfilling the
usual conditions. If X is an (F;)-semimartingale and Y is (F;)-progressively measurable and cadlag (resp.
an (F;)-semimartingale) [, Ysd~ X, (resp. [X,Y]) coincides with the classical It6 integral [j Y dX (resp.
the classical covariation). The class of real finite quadratic variation processes is much richer than the
one of semimartingales. Typical examples of such processes are (F;)-Dirichlet processes. D is called (F)-
Dirichlet process if it admits a decomposition D = M + A where M is an (F;)-local martingale and A is
an (Fi)-adapted zero quadratic variation process. A slight generalization of that notion is the one of weak
Dirichlet process, which was introduced in [10]. Another interesting example is the bifractional Brownian
motion BK with parameters H €]0,1] and K €]0, 1] which has finite quadratic variation if and only if
HK >1/2, see [24]. Notice that if K = 1, then B! is a fractional Brownian motion with Hurst parameter
H €]0,1[. If HK = 1/2 it holds [BH-%], = 21=K¢; if K # 1 this process is not even Dirichlet with respect



to its own filtration. One object of this paper consists in investigating a possible useful generalization of
the notions of covariation and quadratic variation for Banach space valued processes. Particular emphasis
will be devoted to window processes with values in the Banach space of real continuous functions defined
on [—7,0]. Given 0 < 7 < T and a real continuous process X = (X¢);co,7) one can link to it a natural
infinite dimensional valued process defined as follows.

Definition 1.3. We call window process associated with X, denoted by X(-), the C([—7,0])-valued
process

X() = (X0)) eporry = {Xe(w) = Xepusu € [-7,0],¢ € [0, TT} .

In the present paper, W will always denote a real standard Brownian motion. The window process W (-)
associated with W will be called window Brownian motion.

Those processes naturally appear in functional dependent stochastic differential equations as delay
equations. We emphasize that C([—7,0]) is typical a non-reflexive Banach space. So we will introduce
a notion of covariation for processes with values in general Banach spaces but which will be performing
also for window processes. This paper settles the theoretical basis for the stochastic calculus part related
to the first part of [7] and which partially appears in [6]. Let By, Ba be two general Banach spaces. In
this paper X (resp. Y) will be a By (resp. Bz) valued stochastic process. It is not obvious to define
an exploitable notion of covariation (resp. quadratic variation) of X and Y (resp. of X). When X is
an H-valued martingale and By = By = H is a separable Hilbert space, [5], Chapter 3 introduces an
operational notion of quadratic variation for martingales with values in H. [8] introduces in Definitions
A.1 in Chapter 2.15 and B.9 in Chapter 6.23 the notions of semilocally summable and locally summable
processes with respect to a given bilinear mapping on B X B; see also Definition C.8 in Chapter 2.9 for the
definition of summable process. Similar notions appears in [20]. Those processes are very close to Banach
space valued semimartingales. If B is a Hilbert space, a semimartingale is semilocally summable when
the bilinear form is the inner product. For previous processes [8] defines two natural notions of quadratic
variation: the real quadratic variation and the tensor quadratic variation. For avoiding confusion with
the quadratic variation of real processes, we will use the terminology scalar instead of real. Even though
[20, 8] make use of discretizations, we define here, for commodity, two very similar objects but in our
regularization language, see Definition 1.4. Moreover, the notion below extends to the covariation of two
processes X and Y for which we remove the assumption of semilocally summable or locally summable.
Before that, we remind some properties related to tensor products of two Banach spaces E and F, see
[29] for details. If F and F' are Banach spaces, E®.F (resp. E®hF) is a Banach space which denotes
the projective (resp. Hilbert) tensor product of E and F. We recall that E@,F (resp. E®pF)
is obtained by a completion of the algebraic tensor product F ® F equipped with the projective norm
7 (resp. Hilbert norm h). For a general element u = ».1" e, ® fi in EQ F, ¢; € E and f; € F, it
holds m(u) = inf {}_7", lleslle || fill p: u=Y1_, € ® fi,e; € E, f; € F}. For the definition of the Hilbert
tensor norm h the reader may refer [29], Chapter 7.4. We remind that if E and F are Hilbert spaces the
Hilbert tensor product E®pF is also Hilbert and its inner product between e; @ f; and es ® fo equals
{e1,e2)E - (f1, f2)r. Let e € E and f € F, the symbol e ® f (resp. e®?) will denote an elementary element
of the algebraic tensor product £ ® F (resp. F® E). The Banach space (E®,F)* denotes the topological
dual of the projective tensor product equipped with the operator norm. As announced we give now the
two definitions of scalar and tensor covariation and quadratic variation.

Definition 1.4. Let X (resp. Y) be a By (resp. Bs) valued stochastic process.



1. X and Y are said to admit a scalar covariation if the limit for € | 0 of the sequence

' XS e — Xs Ys [ Ys
[X,Y]],R’E :/ ” + ||BIH + HBz ds
0 6

exists ucp. That limit will be indeed called scalar covariation of X and Y and it will be simply
denoted by [X, Y]®. The scalar covariation [X, X]® will be called scalar quadratic variation of X
and simply denoted by [X]®.

2. X and Y admit a tensor covariation if there exists a (B, Bs)-valued process denoted by [X, Y]®
such that the sequence of Bochner (B ®7TBQ)—va1ued integrals

X, Y]®€ = /0 Rate = X0) © Ware = Vo) (1.3)

€

converges ucp for € | 0 (according to the strong topology) to a (B;®, Bs)-valued process [X, Y]®.
[X,Y]® will indeed be called tensor covariation of X and Y. The tensor covariation [X, X]® will be
called tensor quadratic variation and simply denoted by [X]®.

Remark 1.5. 1. According to Lemma 3.1 in [27], if [X] Y]].R’E converges for any ¢ > 0 to Z;, where Z is
a continuous process, then the scalar covariation exists and [X, Y|* = Z.

2. If X and Y admit both scalar and tensor covariation, the tensor covariation process has bounded
variation and its total variation is bounded by the scalar covariation which is clearly an increasing
process.

3. If X and Y admit a tensor covariation we have in particular

1 ’ ucp
« ] 16, (R =K @ (Lo = Y ds 220 (0,15, 1°)

for every ¢ € (B1®.B2)*, (-,-) denoting the duality between B;®, By and its dual.
4. If X and Y are such that [X, Y]® = 0, then X and Y admits a tensor covariation which also vanishes.
A sketch of the proof of the two propositions below are given in the Appendix.

Proposition 1.6. Let X be an (F;)-adapted semilocally summable process with respect to the bilinear
forms B x B — B®,B, (a,b) — a ®b and (a,b) — b ® a. Then X admits a tensor quadratic variation.

Proposition 1.7. Let X be a Hilbert space valued continuous (F;)-semimartingale in the sense of [20],
section 10.8. Then X admits a scalar quadratic variation.

Corollary 1.8. Let X be a Banach space valued process which is semilocally summable with respect to
the tensor products. If X has a scalar quadratic variation, it admits a tensor quadratic variation process
which has bounded variation.

Remark 1.9. The tensor quadratic variation can be linked to the one of [5]; see Chapter 6 in [6] for details.
Let H be a separable Hilbert space. If V is an H-valued Q-Brownian motion with Tr(Q) < +oo (see [5]
section 4), then V admits a scalar quadratic variation [V]} = ¢ T7(Q) and a tensor quadratic variation
[V]® = tq where ¢ is the tensor associated to the nuclear operator tQ.



Unfortunately, even the window process W(:) associated with a real Brownian motion W, does not
admit a scalar quadratic variation. In fact the limit of

ds, tel0,T], (1.4)

€

/t [Wote() = W& (—r0p)
0

for € going to zero does not converge, as we will see in Proposition 4.7. This suggests that when X is a
window process, the tensor quadratic variation is not the suitable object in order to perform stochastic
calculus. On the other hand in Proposition 4.5, we remark that W(-) is not a C([—7,0])-valued semi-
martingale.

Let X (resp. Y) a By (resp. Bs)-valued process. In Definition 3.7 we will introduce a notion of covariation
of X and Y (resp. quadratic variation when X = Y) which generalizes the tensor covariation (resp. tensor
quadratic variation). This will be called x-covariation (resp. y-quadratic variation) in reference to a
topological subspace x of the dual of Bi®, By (resp. when By = By). According to our strategy, we will
suppose that

t
o RS SEIU AL AEE (1.5
converges for every ¢ € x. If Q were a singleton (the processes being deterministic) and y would coincides
with the whole space (B1®;B2)* then previous convergence is the one related to the weak star topology
in (B1®7TB2)**.

Our y-covariation generalizes the concept of tensor covariation at two levels.

e First we replace the (strong) convergence of (1.3) with a weak star type topology convergence of
(1.5).

e Secondly the choice of a suitable subspace y of (B1®,Bs)* gives a degree of freedom. For instance,
compatibly with (1.4), a window Brownian motion X = W(:) admits a x- quadratic variation only for
strict subspaces x.

When y equals the whole space (B &, Bs)* (resp. (B1&,B1)*) this will be called global covariation
(resp. global quadratic variation). This situation corresponds for us to the elementary situation.

Let B; = Bs be the finite dimensional space R” and X = (X*!,..., X") and Y = (Y}, ..., Y") with values
in R™, Corollary 3.27 says that (X,Y) admits all its mutual brackets (i.e. [X?, Y] exists for all 1 <i,j < n)
if and only if X and Y have a global covariation. It is well-known that, in that case, (B;®,B2)* can be
identified with the space of matrix M, ., (R). If y is finite dimensional, then Proposition 3.26 gives a
simple characterization for X to have a y-quadratic variation.

Propositions 1.6, 1.7, 3.14 and Remark 1.9 will imply that whenever X admits one of the classical quadratic
variations (in the sense of [5, 20, 8]), it admits a global quadratic variation and they are essentially equal.
In this paper we calculate the y-covariation of Banach space valued processes in various situations with
a particular attention for window processes associated to real finite quadratic variation processes (for
instance semimartingales, Dirichlet processes, bifractional Brownian motion).

The notion of covariation intervenes in Banach space valued stochastic calculus for semimartingales,
especially via It6 type formula, see for [8] and [20]. An important result of this paper is an It6 formula
for Banach space valued processes admitting a y-quadratic variation, see Theorem 5.2. This generalizes
the corresponding formula for real valued processes which is stated below, see [26]. Let X be a real finite
quadratic variation process and f € C*2([0,T] x R). Then the forward integral fot 0. f (s, Xs)d™ X exists
and

¢ ¢ 1t
ft,Xy) = f(O,X0)+/O atf(s,Xs)der/O Oz f (8, Xs)d™ X5 + 5/0 02 f(s,X.)d[X]s te[0,T).



[12] gives a similar formula in the discretization approach to pathwise stochastic integration.

For that purpose, let Y (resp. X) be a B*-valued strongly measurable with locally bounded paths (resp.
B-valued continuous) process, B denoting a separable Banach space, we define a real valued forward-type
integral fot p+(Y,d” X)p, see Definition 5.1. We emphasize that Theorem 5.2 constitutes a generalization
of the Ito formula in [20], section 3.7, (see also [8]) for two reasons. First, taking y = (B®,B)*, i.e. the
full space, the integrator processes X that we consider is more general than those in the class considered
in [20] or [8]. The second more important reason is the use of space x which gives a supplementary degree
of freedom.

In the last section 6, we introduce two applications of our infinite dimensional stochastic calculus. That
section concentrates on window processes, which first motivated our general construction. In Section 6.1 we
discuss an application of the It6 formula to anticipating calculus in a framework for which Malliavin calculus
cannot be used necessarily. In Section 6.2, we discuss the application to a representation result of type
Clark-Ocone for not necessarily semimartingales with finite quadratic variation, including zero quadratic
variation. Let X be a continuous stochastic process with finite quadratic variation [X]; = 0?t,0 > 0. Our
1t6 formula is one basic ingredient to prove a Clark-Ocone result for path dependent real random variables
of the type h := H(Xr(-)) with H : C([-T,0]) — R. We are interested in natural sufficient conditions
to decompose h into the sum of a real number Hjy and a forward integral fOT &d~ Xy, Suppose that
u € CH2([0,T) x C(|-T,0])) is a solution of an infinite dimensional partial differential equation (PDE) of
the type

«

2
dpu(t,n) + Du(tyn) dy’ + S (D?u(t,n), 1p,) =0
]—t,0] 2 (1.6)

u(T,n) = H(n)

1 ifex=y, z,y € [-t,0]

1 L -
0 otherwise and D~u (t,n) := Du (t,n) — Du({0})do (¢,7).

where 1p, (z,y) :=

Du(t,n) (resp. D?u(t,n)) denotes the first (resp. second) order Fréchet derivatives of u. A proper notion
of solution for (1.6) will be given in Definition 6.8. The integral “f]ft 0 D=u (t,n) dn” has to be suitably

defined. At this stage we only say that supposing D> u (¢,7) absolutely continuous with respect to Lebesgue
measure and that its Radon—Nikodym derivative has bounded variation, then ji7 £,0] DY (t,m) dn is well-

defined by an integration by parts, see Notation 6.1. The term (D?u (¢,n), 1p,) indicates the evaluation
of the second order derivative on the increasing diagonal of the square [—t, 0]2, provided that D?u(t,n) is a
measure on [—T,0]%. Our It6 formula, i.e. Theorem 5.2, allows in fact to get the mentioned representation
above with Hy = u(0, Xo()), & = D%u(t, X¢(+)) := Du(t, X;(-))({0}). In Chapter 9 of [6] we construct
explicitly solutions of the infinite dimensional PDE (1.6) when H has some smooth regularity in L?([—7, 0])
or when it depends (even non smoothly) on a finite number of Wiener integrals.

A third application of Theorem 5.2 appears in [11]. In particular, those two authors calculate and they use
the y-quadratic variation of a mild solution of a stochastic PDE which generally is not a finite quadratic
variation process in the sense of [5].

The paper is organized as follows. After this introduction, Section 2 contains general notations and
some preliminary results. Section 3 will be devoted to the definition of y-covariation and y-quadratic
variation and some related results. Section 5 is devoted to the definition of a forward integral for Banach
space valued processes and related It6 formula. The final section is devoted to applications of our Ito
formula to the case of window processes.



2 Preliminaries

Throughout this paper we will denote by (2, F,P) a fixed probability space, equipped with a given
filtration F = (F)>0 fulfilling the usual conditions. Let K be a compact space; C(K) denotes the linear
space of real continuous functions defined on K, equipped with the uniform norm denoted by ||+ ||oc. M(K)
will denote the dual space C'(K)*, i.e. the set of finite signed Borel measures on K. In particular, if a < b
are two real numbers, C([a, b]) will denote the Banach linear space of real continuous functions. If E is a
topological space, Bor(E) will denote its Borel o-algebra. The topological dual (resp. bidual) space of B
will be denoted by B* (resp. B**). If ¢ is a linear continuous functional on B, we shall denote the value
of ¢ of an element b € B either by ¢(b) or (¢,b) or even g«(¢,b)p. Throughout the paper the symbols
(-,-) will always denote some type of duality that will change depending on the context. Let E, F,G be
Banach spaces. L(F;F) stands for the Banach space of linear bounded maps from E to F. We shall
denote the space of R-valued bounded bilinear forms on the product E x F by B(E, F) with the norm
given by ||¢|lg = sup{|é(e, f)| : llelle < L;||f]lr < 1}. Our principal references about functional analysis
and about Banach spaces topologies are [9, 1].

T will always be a positive fixed real number. The capital letters X,Y,Z (resp. X,Y, Z) will generally
denote Banach space (resp. real) valued processes indexed by the time variable ¢ € [0,T]. A stochastic
process X will also be denoted by (Xt)te[o,T]- A B-valued (resp. R-valued) stochastic process X : Q x
[0,T7] — B (resp. X : Q x [0,7] — R) is said to be measurable if X : Q x [0,7] — B (resp. X :
) x [0,T] — R) is measurable with respect to the o-algebras F @ Bor([0,T]) and Bor(B) (resp. Bor(R)).
We recall that X : Q x [0,7] — B (resp. R) is said to be strongly measurable (or measurable in the
Bochner sense) if it is the limit of measurable countable valued functions. If X is measurable, cadlag
and B is separable then X is strongly measurable. If B is finite dimensional then a measurable process X
is also strongly measurable. All the processes indexed by [0, 7] will be naturally prolonged by continuity
setting X; = X for ¢t < 0 and X; = Xp for ¢t > T. A sequence (X"),en of continuous B-valued processes
indexed by [0,T], will be said to converge ucp (uniformly convergence in probability) to a process
X if supy<i<r |X™ — X|| p converges to zero in probability when n — oco. The space ([0, 77]) will denote
the linear space of continuous real processes; it is a Fréchet space (or F-space shortly) if equipped with
the metric d(X,Y) = E |supyc(o 1) | Xt — Yi| A 1} which governs the ucp topology, see Definition I1.1.10 in
[9]. For more details about F-spaces and their properties see section IL.1 in [9].

A fundamental property of the tensor product of Banach spaces which will be used in the whole paper
is the following. If T :E x F — R is a continuous bilinear form, there exists a unique bounded linear
operator T : EQF — R satisfying (E®WF)*<T,€ @ flpe r=TE®f) = T(e,f) for every e € E, f € F.
We observe moreover that there exists a canonical identification between B(E, F) and L(E; F*) which
identifies T with T : E — F* by T(e, f) = T(e)(f). Summarizing, there is an isometric isomorphism
between the dual space of the projective tensor product and the space of bounded bilinear forms equipped
with the usual norm, i.e.

(E&,F)* =~ B(E,F) =~ L(E;F*) . (2.1)

With this identification, the action of a bounded bilinear form 7" as a bounded linear functional on E&, F
is given by

(E&, F)* <T; sz @ yi>E®WF =T <Z T ® yi> = Zf(xzvyz) = ZT($Z)(91)
1=1 i=1 =1 i=1

In the sequel that identification will often be used without explicit mention.
The importance of tensor product spaces and their duals is justified first of all by identification (2.1):



indeed the second order Fréchet derivative of a real function defined on a Banach space E belongs to
B(E, E). We state a useful result involving Hilbert tensor products and Hilbert direct sums.

Proposition 2.1. Let X and Y7, Y5 be Hilbert spaces.We consider Y = Y; Y5 equipped with the Hilbert
direct norm. Then X&,Y = (X®,Y1) @ (X®,,Y2).

Proof. Since X ®Y; C X®Y,i=1,2 we can write X ®, Y; C X ®;, Y and so
(XpY1) @ (X®RY2) C X®pY (2.2)

Since we handle with Hilbert norms, it is easy to show that the norm topology of X&;Y; and X&;Y> is
the same as the one induced by X&,Y.
It remains to show the converse inclusion of (2.2). This follows because X ® Y C X®,Y; © X®,Ys. O

We recall another important property.
M([=7,0%) = (C([-7,0*))" € (C([-7,0)@C([~7,0]))" = B(C([-7,0]), C([-7,0])). (2.3)

With every u € M([—7,0]?) we can associate a unique operator T* € B(C([—,0]), C([—7,0])) defined by
TH(f.9) = [i_r.op f(@)g(y)uldz, dy).

Let 11, 72 be two elements in C([—7,0]). The element 7; ® 72 in the algebraic tensor product C([—7,0])®?
will be identified with the element 7 in C([—7, 0]?) defined by n(x,y) = n1(z)n2(y) for all z, y in [—7,0]. So
if 1 is a measure on M([—7,0]?), the pairing duality M([777012)<M, M @ N2)c([—7,002) has to be understood
as the following pairing duality:

(e, y)u(de, dy) = / (@) na()plde, dy) (2.4)

M(=r0P) s C((=r012) = / [~7,012

[—7,0]?
In the It6 formula for B valued processes at Section 5, naturally appear the first and second order Fréchet
derivatives of some functionals defined on a general Banach space B. When B = C([—7,0]), the first
derivative belongs to M([—7,0]) and second derivative mostly belongs to M([—7,0]?). In particular in
Sections 4 and 6 those spaces and their subsets appear in relation with window processes. We introduce
a notation which has been already used in the Introduction.

Notation 2.2. Let p be a measure on M([—7,0]), 7 > 0. % will denote the scalar defined by u({0}) and
pt will denote the measure defined by p — 1% 8y. If ' is absolutely continuous with respect to Lebesgue
measure, its density will be denoted with the same letter pt.

Let B be a Banach space. A function F : [0,7] x B — R, is said to be Fréchet of class C12([0,T] x B),
or C%2 for short, if the following properties are fulfilled.

e [ is once Fréchet continuously differentiable; the partial derivative with respect to ¢ will be denoted
by O,F : [0,T] x B — R;

e for any ¢t € [0,T], x — DF(t,z) is of class C* where DF : [0,T] x B — B* denotes the Fréchet
derivative with respect to the second argument;

e the second order Fréchet derivative with respect to the second argument D2F : [0,T]x B — (B®,B)*
is continuous.



3 Chi-covariation and Chi-quadratic variation

3.1 Notion and examples of Chi-subspaces

Definition 3.1. Let E be a Banach space. A Banach space y included in E will be said a continuously

embedded Banach subspace of F if the inclusion of x into F is continuous.
If E = (B1®,B2)* then x will be said Chi-subspace (of E).

Remark 3.2. 1. Let x be a linear subspace of (B ®71—BQ)* with Banach structure. y is a Chi-subspace
if and only if || - | 5,¢_p,)~ < || - [lx, where || - || is a norm related to the topology of x.

2. Any continuously embedded Banach subspace of a Chi-subspace is a Chi-subspace.

3. Let x1,- -+, xn be Chi-subspaces such that, for any 1 <i# j <n, x; () x; = {0} where 0 is the zero
of (B1®,Bs)*. Then the normed space x = x1 @ - - - X» is a Chi-subspace.

The last item allows to express a Chi-subspace of (B1&®,Bz)* as direct sum of Chi-subspaces (of
(B1®,B2)*). This, together with Proposition 3.16, helps to evaluate the y-covariations and the y-quadratic
variations of different processes.

Before providing the definition of the so-called y-covariation between a Bi-valued and a Bs-valued
stochastic processes, we will give some examples of Chi-subspaces that we will use in the paper.

Example 3.3. Let By, By be two Banach spaces.

e X\ = (B1®,;By)*. This appears in our elementary situation anticipated in the Introduction, see also
Proposition 3.14.

Example 3.4. Let By = By = C([—7,0]).

This is the natural value space for all the window of continuous processes. We list some examples
of Chi-subspaces x for which some window processes have a x-covariation or a y-quadratic variation.
Moreover those y-covariation and y-quadratic variation will intervene in applications in Section 6. Our
basic reference Chi-subspace of (C([—7,0]@,C([—,0]))* will be the Banach space M([—7,0]?) equipped
with the usual total variation norm, denoted by | - ||yar. The relation in item 1 of Remark 3.2 is verified
since [T"([ pg_ py- = sup|ri<1,gi<1 1T (f: 9)| < lullvar for every p € M([—, 0]2). All the other spaces
considered in the sequel of the present example will be shown to be continuously embedded Banach
subspaces of M([—7,0]?); by item 2 of Remark 3.2 they are Chi-subspaces. Here is a list. Let a,b two
fixed given points in [—7,0].

o L2([-7,0?) = L[, O])®,2L is a Hilbert subspace of M([—7,0]?), equipped with the norm derived
from the usual scalar product. The Hilbert tensor product L?([—T, 0])®,21 will be always identified
with L?([—7,0]?), conformally to a quite canonical procedure, see [21], chapter 6.

e D,([—7,0]?) (shortly D, ;) which denotes the one dimensional Hilbert space of the multiples of the
Dirac measure concentrated at (a,b) € [—7,0]?, i.e.

Dap([~7,01%) := {u € M([—7,0)%); s.t.u(dz,dy) = \64(dx)dy(dy) with A € R} = D,&,Dy, . (3.1)
If = Xda(dx)dp(dy), |pllvar = A = D, .,

o D,([-7,0))®nL%([—7,0]) and L?([—T,0])®,Da([—7,0]) where D,([—7,0]) (shortly D,) denotes the
one-dimensional space of multiples of the Dirac measure concentrated at a € [—7,0] , i.e.

Do([—7,0]) := {u € M([~7,0)); s.t.u(dx) = N, (dx) with X € R} . (3.2)



Do([—7,0))@nL*([~7,0]) (vesp. L?([—,0])@rDu([—7,0])) is a Hilbert subspace of M([—7,0]?) and
for a general element in this space pu = Ao, (dx)p(y)dy (resp. u = Ap(z)dzd,(dy) ), ¢ € L*([-T,0]),
we have [|ul[var < [|pllp, (—r.0p@n L2 TesP- 1l L2 r 0 @5 Do (=r0p) = AL 9]l 22

e X([—7,0]2), x° shortly, which denotes the subspace of measures defined as x°([—7,0]?) := (Do([—7,0])®
L2([~r,0)&}.
Remark 3.5. An element p in x°([—7,0]?) can be uniquely decomposed as p = ¢1 + ¢2 @ dp + 6o @
b3 + Mo @ 8o, where ¢ € L2([—7,0)?), ¢a, ¢3 are functions in L?([—7,0]) and X is a real number.
We have p ({0,0}) = A.

e Diag([—7,0]?) (shortly Diag), will denote the subset of M([—7,0]?) defined as follows:
Diag([—7,0)%) := {p? € M([~7,0) s.t. p?(dz, dy) = g(z)5,(dz)dy; g € L=([-7,0])} . (3.3)

Diag([—7,0]?), equipped with the norm |19 pjag(j—r02) = ||9]lss, is a Banach space. Let f be a
function in C([—7,0]?); the pairing duality (2.4) between f and u(dz,dy) = g(x)d,(dz)dy € Diag
gives

0
c([_T,o]2)<f7 M>Dz‘ag([—r,0]2) = / f(@,y)g(x)dy(dz)dy = f(z,z)g(z)dz .

[—7,0]2 -7

The following are two closed subspaces of Diag([—7,0]%). We denote by Diag.([—7,0]?) (resp.
Diaga([—7,0]?)) the subset constituted by measures ¢ € Diag([—7,0]?) for which g belongs to
C([—7,0]) (resp. in D([—7,0])). We remind that D([—7,0]) is the set of the (classes of) bounded
functions g : [-7,0] — R admitting a cadlag version.

3.2 Definition of y-covariation and some related results

Let By, B2 and B be three Banach spaces. In this subsection, we introduce the definition of x-
covariation between a Bj-valued stochastic process X and a Bs-valued stochastic process Y. We remind
that €([0,T]) denotes the space of continuous processes equipped with the ucp topology.

Let X (resp. Y) be B; (resp. Bs) valued stochastic process. Let x be a Chi-subspace of (B;&,Bs)* and
e > 0. We denote by [X| Y]¢, the following application

& (Yere - YS))

€

X,Y]¢: x — €([0,T]) defined by ¢+ (/ M T (Kore = Xs) ) ds) (3.4)
0 te[0,7)

where J : B1®,By — (B1®;B2)** is the canonical injection between a space and its bidual. With

application [X| Y]¢ it is possible to associate another one, denoted by [X, Y] , defined by

[X, Y]e(w, ) . [0, T] SN X* such that +— <¢ N /Ot X<¢7 J ((Xere(w) - Xs(w))6® (YerE(CU) - Ys(w)))>x* dS) )

Remark 3.6. 1. We recall that x C (B1®,B2)* implies (B1®,Bs2)** C x*.

2. Asindicated, X(-, Y5+ denotes the duality between the space x and its dual x*. In fact by assumption,
¢ is an element of y and element J ((Xsp. — X,) ® (Ysye — Ys)) naturally belongs to (B &, Bs)** C

*

X -

10



3. With a slight abuse of notation, in the sequel the injection .J from B;®,Bs to its bidual will
be omitted. The tensor product (Xsie — Xs) @ (Ysie — Ys) has to be considered as the element
J (Xspe — X5) ® (Yoqe — Ys)) which belongs to x*.

4. Suppose By = By = B = C(|—7,0]) and let x be a Chi-subspace.
An element of the type n = 1 ® 12, 11, 2 € B, can be either considered as an element of the type
B&.B C (B®,B)** C x* or as an element of C([—,0]?) defined by n(x,y) = n1(x)n2(y). When
X is indeed a closed subspace of M([r,0]?), then the pairing between y and x* will be compatible
with the pairing duality between M ([r,0]?) and C([—7,0]?) given by (2.4).

Definition 3.7. Let B, By be two Banach spaces and x be a Chi-subspace of (B;®,Bz)*. Let X (resp.
Y) be a By (resp. Bs) valued stochastic process. We say that X and Y admit a y-covariation if the
following assumptions hold.

H1 For all sequence (e,,) it exists a subsequence (e, ) such that

T Xote,, —Xs) ® (Yape,, — Vs r | Korer, =% ® (Vorer, V)|
sup/ sup (¢, (st L )® Vet L )> ds = sup/ ' ’ X ds < o0 a.s.
k 0 llollx<t Enyg k 0 €ny,
H2 (i) There exists an application x — %([0,71]), denoted by [X, Y], such that
X, Y](¢) —— [X, Y](9) (3.5)

6—)04r

for every ¢ € x C (B1@,B2)*.
(ii) There is a measurable process [X, Y] : Q x [0,7] — x*, such that

e for almost all w € Q, [X, Y](w,-) is a ( cadlag) bounded variation function,
(.

—~—

o [X,Y](-,t)(¢) = [X,Y](@)(-, ) a.s. for all ¢ € x, t € [0,T].

—_~—

If X and Y admit a x-covariation we will call y-covariation of X and Y the y*-valued process ([X, Y])o<t<7.

By abuse of notation, [X, Y] will also be called y-covariation and it will be sometimes confused with [X Y].

Definition 3.8. Let X =Y be a B-valued stochastic process and x be a Chi-subspace of (B&,B)*. The

x-covariation [X, X] (or m) will also be denoted by [X] and [/FE]; it will be called y-quadratic variation
of X and we will say that X has a y-quadratic variation.

Remark 3.9. 1. For every fixed ¢ € x, the processes [X, Y](-,t)(¢) and [X, Y](¢)(, t) are indistinguish-
able. In particular the x*-valued process [X, Y] is weakly star continuous, i.e. [X, Y](¢) is continuous
for every fixed ¢.

2. The existence of [X,Y] guarantees that [X,Y] admits a bounded variation version which allows to
consider it as pathwise integrator.

3. The quadratic variation [X] will be the object intervening in the second order term of the Ito6 formula
expanding F(X) for some C?-Fréchet function F', see Theorem 5.2.

11



4. In Corollaries 3.24 and 3.25 we will show that, whenever y is separable (most of the cases) the
Condition H2 can be relaxed in a significant way. In fact the Condition H2(i) reduces to the
convergence in probability of (3.5) on a dense subspace and H2(ii) will be automatically granted.

Remark 3.10. 1. A practical criterion to verify Condition H1 is

1 T
_/0 H(Xs-i-e - XS) ® (Ys-‘re - YS)|

€

45 < B(e)

where B(e) converges in probability when e goes to zero. In fact the convergence in probability
implies the a.s. convergence of a subsequence.

2. A consequence of Condition H1 is that for all (e,,) | 0 there exists a subsequence (e, ) such that

/—\_/enk
Sl;p I Y] varqo,r)) <00 a.s.

In fact X, ] [varqory < 2 Ji [(Kere — Xa) ® (Yare — Yo)|ly- ds, which implies that [X, Y] is a
x*-valued process with bounded variation on [0,7]. As a consequence, for a x-valued continuous
stochastic process Z, t € [0,T], the integral fot X<ZS’ dX,Y] Snk )x- is a well-defined Lebesgue-Stieltjes
type integral for almost all w € €.

Remark 3.11. 1. To a Borel function G : x — C([0,7]) we can associate G :10,7] — X" setting
G(t)(¢) = G(¢)(t). By definition G : [0,7] — x* has bounded variation if [|G||varo,r)) =
SUP e g 7y il (t1)i—or |G (ti+1) — G(t:) o = SWPoex g Dil(t)i=o SUPYg| <1 |G (D) (ti1) — G(&)(ti)]
is finite, where Yo 7 is the set of all possible partitions o = (¢;); of the interval [0, T]. This quantity
is the total variation of G. For example if G(¢) = fot Gs(p)ds with G : x — C([0,T]) Bochner
integrable, then ||G||y 40,71 < fOT SUP| 4, <1 |G4(9)| ds.

2. If G(¢), ¢ € x is a family of stochastic processes, it is not obvious to find a good version G : 0,7] —
x* of G. This will be the object of Theorem 3.22.

Definition 3.12. If the y-covariation exists with x = (B1®,Bs)*, we say that X and Y admit a global
covariation. Analogously if X is B-valued and the y-quadratic variation exists with y = (B&,B)*, we
say that X admits a global quadratic variation.

Remark 3.13. 1. [X,Y] takes values “a priori” in (B;®y Bs)**.
2. If [X, Y]® exists then Condition H1 follows by Remark 3.10.1.

Proposition 3.14. Let X (resp. Y) be a Bj-valued (resp. Bs-valued) process such that X and Y admit
scalar and tensor covariation. Then X and Y admit a global covariation. In particular the global covariation

e~

takes values in B1®,Bs and [X,Y] = [X,Y]® a.s.

Proof. We set y = (B1®,Bs)*. Taking into account Remark 3.13.2, it will be enough to verify Condition
H2. Recalling the definition of [X, Y] at (3.4) and the definition of injection J we observe that

(Xs-‘re — XS) & (Ys+e — Ys)
€

X, Y] (&)( ) = / P Vv, ds (3.6)

12



Since Bochner integrability implies Pettis integrability, for every ¢ € (B1&,B2)*, we also have

T R e T CL)
(3.6) and (3.7) imply that

XY 1) = (5,8, 52y (0 K YV 5,65, a.s. (3.8)
Concerning the validity of Condition H2 we will show that

sup [[X, YI()(+8) = (3,6, 3oy (61X VI g, | —o2 0. (3.9)

t<T

By (3.8) the left-hand side of (3.9) gives

D | (5,6, 5y {61 (K, VI~ K, ¥IF) 5,

S Hng(Bl@,ng)* fgg ||[X7 YL?’C - [Xv Y];?HB1®WBQ )

where the last quantity converges to zero in probability by Definition 1.4 item 2 of the tensor quadratic
variation; this implies (3.9). The tensor quadratic variation has always bounded variation because of item
2 of Remark 1.5. In conclusion H2(ii) is also verified. O

Remark 3.15. We observe some interesting features related to the global covariation, i.e. the y-covariation
when x = (B;1®, B2)*.

1. When y is separable, for any ¢t € [0, 7], there exists a null subset N of © and a sequence (e,) such

—_—¢€n

that [X,Y] (w,t) — [X, Y](w, t) weak star for w ¢ N, see Lemma A.1. This confirms the relation
—

€
between the global covariation and the weak star convergence in the space (B ®7TBQ)** as anticipated
in the Introduction.

2. We recall that J(B1®,Bz) is isometrically embedded (and weak star dense) in (B1®,B2)**. In
particular it is the case if By or Bs has infinite dimension. If the Banach space Bi1&,B, is not
reflexive, then (B ®7‘—BQ)** strictly contains B1&,Bs. The weak star convergence is weaker then
the strong convergence in J(B;®,Bs), required in the definition of the tensor quadratic variation,
see Definition 1.4 item 2. The global covariation is therefore truly more general than the tensor
covariation.

3. In general B1®,Bs is not reflexive even if B; and By are Hilbert spaces, see for instance [29] at
Section 4.2.

We go on with some related results about the y-covariation and the y-quadratic variation.
Proposition 3.16. Let X (resp. Y) be a Bj-valued (resp. Bs-valued) process and xi1, x2 be two Chi-
subspaces of (B1®,Ba)* with x1 Nx2 = {0}. Let x = x1 ® x2. If X and Y admit a y;-covariation [X, Y];

for ¢ = 1,2 then they admit a y-covariation [X, Y] and it holds [X, Y](¢) = [X, Y]1(¢1) + [X, Y]2(¢2) for all
¢ € x with unique decomposition ¢ = ¢1 + @2, ¢1 € x1 and ¢ € Y.

13



Proof. x is a Chi-subspace because of item 3 of Remark 3.2. It will be enough to show the result for a
fixed norm in the space x. We set [|¢]ly = [|¢1]lx, + [|¢2]lx. and we remark that [|¢[y > [|¢illy., ¢ = 1,2.
Condition H1 follows immediately by inequality

T T
/ sup ds < / sup
0 [l¢ll<1 0 llérllx, <1

T
+/ sup
0 [ig2llxp <1

X<¢’ (Xope = X5) @ (Yoqe — Vi)

o (61, (Koge = Xo) @ (Yage — Vo))t

ds .

X2 <¢25 (Xs+6 - Xs) ® (Y5+5 — YS)>X*

2

Condition H2(i) follows by linearity; in fact

(X, Y](¢) = /0 01+ b, (Koo = Xs) © (Yape — Y)Yy ds =

t t
= [ o (e =0 © (are = Ygds+ [ 000 (Ruse =X0) © (Yo = Yz
0

ucp

- [X’ Y]1(¢1) + [XaY]2(¢2) :

e—0
e~ —~

Concerning Condition H2(ii), for w € Q, ¢ € [0, T] we can obviously set [X, Y](w, t)(¢) = [X, Y]1 (w, t)(¢1)+

—_~—

[X’ Y]Q(w’t)((b?)' |
Proposition 3.17. Let X (resp. Y) be a Bj-valued (resp. Ba-valued) stochastic process.

1. Let x1 and x2 be two subspaces x1 C x2 C (Bl®ng)*, x1 being a Banach subspace continuously
embedded into x2 and x2 a Chi-subspace. If X and Y admit a y»2-covariation [X, Y]z, then they also
admit a xj-covariation [X, Y]; and it holds [X, Y];(¢) = [X, Y]2(¢) for all ¢ € x;.

2. In particular if X and Y admit a tensor quadratic variation, then X and Y admit a y-quadratic
variation for any Chi-subspace x.

Proof. 1. If Condition H1 is valid for xo then it is also verified for x;. In fact we remark that
(Xgpre — X4) @ (Ygre — Y,) is an element in (B1®,B2) C (B1®.B2)* C x5 C xi. If A =

¢
{6 €x1:lldllx<1} and B := {$ € x2;[|¢]lxo<1}, then A C B and clearly [ supye 4 [(¢, (Xsse —
Xs) ® (Yore — Yo))|ds < [ supgep [, (Xoe — X) @ (Yoye — Yi))|ds. This implies the inequality
[(Xstre —Xs) @ (Ysie — Ys)] v < |(Xspe —Xs) @ (Ysge — YS)HX; and Assumption H1 follows im-
mediately. Assumption H2(i) is trivially verified because, by restriction, we have [X, Y]¢(¢) ——s

e—0
—~

[X,Y]2(¢) for all ¢ € x1. We define [X,Y]1(¢) = [X,Y]2(d), V ¢ € x1 and [X,Y];(w,t)(¢) =

——

X, Y]2(w,t)(0), for all w € Q, t € [0,T], ¢ € x1. Condition H2(ii) follows because given G :
[0, T] — x1 we have [|G(t) — G(s)[ly: <[|G(t) = G(s)|lyz, VO<s <t <T.

2. It follows from 1. and Proposition 3.14.

We continue with some general properties of the y-covariation.

Lemma 3.18. Let X (resp. Y) be a Bj-valued (resp. Bs-valued) stochastic process and y be a Chi-

subspace. Suppose that 1 fOT [(Xspe = Xs) ® (Ysqe — Yy)||y+ ds converges to 0 in probability when e goes
to zero.

14
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1. Then X and Y admit a zero y-covariation.

2. If x = (Bl®ng)*, then X and Y admit a zero scalar and tensor covariation.

Proof. Concerning item 1 Condition H1 is verified because of Remark 3.10 item 1. We verify H2(i)
directly. For every fixed ¢ € x we have
T
<)
0

! Xs € Xs & Ys e Ys
0 €
1 T
sup |[X, Y](¢)(6)] < H¢||x—/ [(Kste = Xs) © Ve = Vo)l[y- ds — 0
€[0T € Jo e—0

X, Y]°(2) ()] =

So we obtain

in probability by the hypothesis. Since condition H2(ii) holds trivially, we can conclude for the first result.
Concerning item 2 the scalar covariation vanishes by hypothesis, which also forces the tensor covariation
to be zero, see Remark 1.5, item 4. O

3.3 Technical issues
3.3.1 Convergence of infinite dimensional Stieltjes integrals

We state now an important technical result which will be used in the proof of the It6 formula appearing
in Theorem 5.2.

Proposition 3.19. Let x be a separable Banach space, a sequence F™ : y — €([0,T]) of linear contin-

uous maps and measurable random fields F™ : Q x [0,T] — x* such that F"(-,t)(¢) = F"(¢)(-,t) a.s.

Vtel0,T], » € x. We suppose the following.

i) For every n, t — F™(-,t) is a. s. of bounded variation and for all (n) there is a subsequence (nk,) such
that sup; [ F"% |l var(o,r)) < 00 a.s.

ii) There is a linear continuous map F : x — €([0,T]) such that for all ¢ € [0,T] and for every ¢ € x
F"(p)(-,t) — F(¢)(+,t) in probability.

iii) There is measurable random field F : © x [0, 7] — x* of such that for w a.s. F(w,-): [0,T] — x*
has bounded variation and F(-,t)(¢) = F(¢)(-,t)a.s. Vt € [0,T] and ¢ € x.

iv) F"(¢)(0) = 0 for every ¢ € .

Then for every ¢ € [0,7] and every continuous process H : Q x [0,T] — x

t t
5 5) 58))xr T 5S), 5 S8))x* in probability.
(H dF™ X (H dF X i babili
0 0
Proof. See Appendix A. O

Corollary 3.20. Let B;, By be two Banach spaces and x be a Chi-subspace of (B;®,Bz)*. Let X and
Y be two stochastic processes with values in B; and By admitting a x-covariation and H be a continuous
measurable process H : Q x [0,7] — V where V is a closed separable subspace of x. Then, for every
te 0,7,

t —

/()X<H(-,s),d[§§-,\§]€(-,s)>x*—> (HI(5),d[X,¥](-,5))- in probability. (3.10)

e—0 0
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Proof. By item 2 in Remark 3.2, V is a Chi-subspace. By Proposition 3.17, X and Y admit a V-covariation
X, Y]y and [X, Y]y (¢) = [X,Y](¢) for all ¢ € V; in the sequel of the proof, [X, Y]y, will be still denoted by
[X,Y]. Since the ucp convergence implies the convergence in probability for every ¢ € [0, T], by Proposition
3.19 and definition of V-covariation, it follows

t ¢
P
[ v di o o [ ), BT )
0 € 0
Since the pairing duality between x and x* is compatible with the one between V and V*, the result (3.10)
is now established. U

3.3.2 Weaker conditions for the existence of the y-covariation

An important and useful theorem which helps to find sufficient conditions for the existence of the
x-quadratic variation of a Banach space valued process is given below. It will be a consequence of a
Banach-Steinhaus type result for Fréchet spaces, see Theorem II1.1.18, pag. 55 in [9]. We start with a
remark.

Remark 3.21.

1. Let (Y™) be a sequence of random elements with values in a Banach space (B,] - ||p) such that
sup,, |[Y"||z < Z a.s. for some real positive random variable Z. Then (Y") is bounded!® in the
F-space of random elements equipped with the convergence in probability which is governed by the
metric d(X,Y) = E[||X - Y|z A1]. In fact by Lebesgue dominated convergence theorem it follows
lim, o E[yZ A1) =0.

2. In particular taking B = C([0, T]) a sequence of continuous processes (Y") such that sup,, [|[Y"|| <
Z a.s. is bounded for the usual metric in €([0,7]) equipped with the topology related to the ucp
convergence.

Theorem 3.22. Let [ : x — ([0, T7]) be a sequence of linear continuous maps such that " (¢)(0) = 0
a.s. and there is F™ : Q x [0,7] — x* having a.s. bounded variation. We formulate the following
assumptions.

ii) Ve, t— F*(-1)(¢) is cadlag.

iii) sup,, HF”H‘/M([QT]) <00 a.s.

iv) There is a subset S C x such that Span(S) = x and a linear application F' : S — ([0, T]) such that
F"(¢) — F(¢) ucp for every ¢ € S.

1) Suppose that x is separable.
Then there is a linear and continuous extension F' : y — €(]0,T]) and there is a measurable random
field F : Q x [0,7] — x* such that F(-,t)(¢) = F(¢)(-,t) a.s. for every t € [0,T]. Moreover the
following properties hold.

IThis notion plays a role in Banach-Steinhaus theorem in [9]. Let E be a Fréchet spaces, F-space shortly. A subset
C of E is called bounded if for all ¢ > 0 it exists Je such that for all 0 < a < Je, aC is included in the open ball
B(0,¢) :={e € E;d(0,¢e) < e}
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ucp

a) For every ¢ € x, F"(¢) — F(¢).
In particular for every t € [0,T], ¢ € x, F™(¢)(-, ) LN F(¢p)(w,t).

b) F has bounded variation and t — F(-,t) is weakly star continuous a.s.

2) Suppose the existence of a measurable F' : Q x [0,7] — x* such that a.s. ¢ — F(-,¢) has bounded
variation and is weakly star cadlag such that

F(vt)((b):F((b)(at) a.s. Vie [OaT]v V¢€S
Then point a) still follows.

Remark 3.23. In point 2) we do not necessarily suppose x to be separable.
Proof. See Appendix A. O

Important implications of Theorem 3.22 are Corollaries 3.24 and 3.25, which give us easier conditions
for the existence of the y-covariation as anticipated in Remark 3.9 item 4.

Corollary 3.24. Let B; and By be Banach spaces, X (resp. Y) be a By-valued (resp. Ba-valued) stochastic
process and x be a separable Chi-subspace of (B;®,Bz)*. We suppose the following.

HO’ There is S C x such that Span(S) = x.

H1 For every sequence (€,) | 0 there is a subsequence (e,, ) such that

T
sup/ sup |,
koJoo gl <1

H2’> There is T : x — ([0, T]) such that [X,Y]¢(¢)(t) = T(¢)(t) ucp for all ¢ € S.

(X5+’5nk - XS) ® (Y5+Enk - Ys)

€n

(¢,

Iy |ds < 4o0.

k

Then X and Y admit a y-covariation and application [X, Y] is equal to 7.

Proof. Condition H1 is verified by assumption. Conditions H2(i) and (ii) follow by Theorem 3.22 setting

F(p)(-,t) = [X, Y] (¢)(t) and F" = ﬁ " for a suitable sequence (€n)- O
In the case X =Y and B = B; = By we can further relax the hypotheses.

Corollary 3.25. Let B be a Banach space, X a be B-valued stochastic processes and x be a separable
Chi-subspace. We suppose the following.

HO0” There are subsets S, SP of x such that Span(S) = x, Span(S) = Span(SP) and S? is constituted by
positive definite elements ¢ in the sense that (¢,b® b) > 0 for all b € B.

H1 For every sequence (e,) | 0 there is a subsequence (e,, ) such that

T
sup/ sup
koJo o flgll<1

H2” There is T : x — € (]0,T]) such that [X](¢)(t) — T (¢)(t) in probability for every ¢ € S and for
every t € [0,T.

(Xs+€nk - Xs)®2

€ny

(&,

Ixe|ds < A4oo.
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Then X admits a y-quadratic variation and application [X] is equal to T.

Proof. We verify the conditions of Corollary 3.24. Conditions HO’ and H1 are verified by assumption. We
observe that, for every ¢ € SP, [X]¢(¢) is an increasing process. By linearity, it follows that for any ¢ € SP,
[X]¢(¢)(t) converges in probability to T (¢)(t) for any ¢ € [0,7]. Lemma 3.1 in [27] implies that [X]¢(¢)
converges ucp for every ¢ € SP and therefore in S. Conditions H2” of Corollary 3.24 is now verified. O

When x has finite dimension the notion of y-quadratic variation becomes very natural.

Proposition 3.26. Let x = Span{¢i,...,én}, ¢1,...,6n € (B&.B)* of positive type and linearly
independent. X has a y-quadratic variation if and only if there are continuous processes Z° such that
[X]¢(¢;) converges in probability to Z} for € going to zero for all t € [0,T] and i = 1,...,n.

Proof. We only need to show that the condition is sufficient, the converse implication resulting immediately.
We verify the hypotheses of Corollary 3.25 taking S = {¢1,...,¢,}. Without restriction to generality
we can suppose ||¢)¢H<B®“B)* =1, for 1 < i < n. Conditions HO” and H2” are straightforward. It

remains to verify H1. Since y is finite dimensional it can be equipped with the norm |[|¢[|, = D1, |a;| if
¢ =31, a; ¢ with a; € R. For ¢ such that ||¢||, = > i, |a;| <1 we have

1T ~1 " a7
2 Vo= xenlas < 37 [ o, e =X s = S [To1, (v~ R

€

because ¢; are of positive type. Previous expression is smaller or equal than

St [ 6 K= X087 = 3 i)

i=1

because |a;| < 1 for 1 < ¢ < n. Taking the supremum over ||@]|, < 1 and using the hypothesis of
convergence in probability of the quantity [X]%(¢;) for 1 < i < n, the result follows. O

Corollary 3.27. Let By = By = R". X admits all its mutual brackets if and only if X admits a global
quadratic variation.

4 Evaluations of y-covariations for window processes

In this section we consider X and Y as real continuous processes as usual prolonged by continuity
and X (-) and Y(-) their associated window processes. We set B = C([—7,0]). We will proceed to the
evaluation of some y-covariations (resp. x-quadratic variations) for window processes X (-) and Y'(-) (resp.
for process X (+)) with values in B = C([—7,0]). We start with some examples of y-covariation calculated
directly through the definition.

Proposition 4.1. Let X and Y be two real valued processes with Holder continuous paths of parameters
~ and ¢ such that v+ 6 > 1. Then X (:) and Y(-) admit a zero scalar and tensor covariation. In particular
X(-) and Y (-) admit a zero global covariation.

Proof. By Remark 1.5 item 4 and Proposition 3.14 we only need to show that X (-) and Y'(-) admit a zero
scalar covariation, i.e. the convergence to zero in probability of following quantity.

1 (7 1 (7
—/ [ Xste()=Xs (BN Ys4e()=Ys( )z ds = ;/ sup [ Xstute — Xstul sup ]IYs+v+est+v|d8~ (4.1)
0 0

€ u€[—7,0] vel-7,0
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Since X (resp. Y) is a.s. 7-Holder continuous (resp. 6-Holder continuous), there is a non-negative finite random
variable Z such that the right-hand side of (4.1) is bounded by a sequence of random variables Z(€) defined by
Z(€) := €71 ZT. This implies that (4.1) converges to zero a.s. for v+ & > 1. O

Remark 4.2. As a consequence of previous proposition every window process X (-) associated with a
continuous process with Holder continuous paths of parameter v > 1/2 admits zero real, tensor and global
quadratic variation.

Remark 4.3. Let B (resp. BHX) be a real fractional Brownian motion with parameters H €]0, 1] (resp.
real bifractional Brownian motion with parameters H €]0,1[, K €]0,1]). See [24] and [14] for elementary
facts about the bifractional Brownian motion. As immediate consequences of Proposition 4.1 we obtain
the following results. 1) The fractional window Brownian motion B (-) with H > 1/2 admits a zero
scalar, tensor and global quadratic variation. 2) The bifractional window Brownian motion Bf-%(.) with
KH > 1/2 admits a zero scalar, tensor and global quadratic variation. 3) We recall that the paths of a
Brownian motion W are a priori only a.s. Holder continuous of parameter v < 1/2 so that we can not use
Proposition 4.1.

Propositions 4.5 and 4.7 show that the stochastic calculus developed by [5], [8] and [20] cannot be
applied for X being a window Brownian motion W ().

Definition 4.4. Let B be a Banach space and X be a B-valued stochastic process. We say that X is a
Pettis semimartingale if, for every ¢ € B*, (¢,X}) is a real semimartingale.

We remark that if X is a B-valued semimartingale in the sense of Section 1.17, [20], then it is also a
Pettis semimartingale.

Proposition 4.5. The C([—,0])-valued window Brownian W (-) motion is not a Pettis semimartingale.

Proof. Tt is enough to show that the existence of an element p in B* = M([—7,0]) such that (u, W;(+)) =
f[—r,o] Wi(x)p(dx) is not a semimartingale with respect to any filtration. We will proceed by contradiction:
we suppose that W(-) is a Pettis semimartingale, so that in particular if we take u = dg + d_, the process
(00 + 0_7, Wi (+)) = Wi + Wi, == X, is a semimartingale with respect to some filtration (G;). Let (F3)
be the natural filtration generated by the real Brownian motion W. Now W, + W;_, is (F;)-adapted, so
by Stricker’s theorem (see Theorem 4, pag. 53 in [23]), X is a semimartingale with respect to filtration
(Ft). We recall that a (F;)-weak Dirichlet is the sum of a local martingale M and a process A which
is adapted and [A, N] = 0 for any continuous (F;)-local martingale N; A is called the (F;)-martingale
orthogonal process. On the other hand (W;_,):>- is a strongly predictable process with respect to (F3), see
Definition 3.5 in [4]. By Proposition 4.11 in [3], it follows that (W;_;);>- is an (F;)-martingale orthogonal
process. Since W is an (F;)-martingale, the process X; = Wy + W;_, is an (F;)-weak Dirichlet process.
By uniqueness of the decomposition for (F;)-weak Dirichlet processes, (W;_.)¢>- has to be a bounded
variation process. This generates a contradiction because (W;_;);>, is not a zero quadratic variation
process. In conclusion (u, Wi(+)) is not a semimartingale. O

Remark 4.6. Process X defined by X; = W; + W;_, is an example of (F;)-weak Dirichlet process with
finite quadratic variation which is not an (F;)-Dirichlet process.

Proposition 4.7. If W is a classical Brownian motion, then W(-) does not admit a scalar quadratic
variation. In particular W(-) does not admit a global quadratic variation.
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Proof. We can prove that

2€

- (4.2)

/O %|\Wu+€(-)—Wu(~)HQBduzTAQ(é)ln(l/é) where &=

and (A(e)) is a family of non negative r.v. such that lim._,g A(e) = 1 a.s. In fact the left-hand side of (4.2)
gives

T T T
/ — sup |[Waie — Wz|2du > / — sup |[Wate — Wz|2du > / -  sup  |Wige— Wz|2du
0 € z€l0,u T/2 € z€[0,u] T/2 € z€[0,T/2—¢]

T
=—  sup Wy — Wo|%.
2e z€[0,T/2—¢]

Clearly we have W; = \/%B 2 where B is another standard Brownian motion. Previous expression gives

s |B Ba: |2 r |B B,|?
— sup z+e)2 — D2e|”=— 8sup 2 —
4e z€[0,T/2—¢] (@7 T de y€[0,1— %] vtr !

We choose é = 2. Previous expression gives 7'In(1/¢)A%(€) where

A(e) _ SUPze[0,1—] |Bw+6 - Bz|
2¢1n(1/e) -

According to Theorem 1.1 in [2], lim. o A(€) = 1 a.s. and the result is established. O

Below we will see that W(-), even if it does not admit a global quadratic variation, it admits a x-
quadratic variation for several Chi-subspaces y. More generally we can state a significant existence result
of y-covariation for finite quadratic variation processes with the help of Corollaries 3.24 and 3.25. We
remind that D, ([—7,0]) and D, ,([—7,0]?) were defined at (3.2) and (3.1).

Proposition 4.8. Let X and Y be two real continuous processes with finite quadratic variation and
0 <7 <T. Let a,b two given points in [—7,0]. The following properties hold true.

1. X () and Y(-) admit a zero y-covariation, where y = L?([—,0]?).
2. X(-) and Y(-) admit zero y-covariation where x = L?([—7,0])®3Dy([—7,0]).
If moreover the covariation [X.,, Y. ;3] exists, the following statement is valid.

3. X(-) and Y () admit a y-covariation, where x = D, ,([—7,0]?), and it equals
(X(), Y Ol) = p{a, 01)[X 4o, Yogu], Vi€ X

Proof. The proof will be similar in all the three cases. Example 3.4 says that the three involved sets x
are separable Chi-subspaces.

Let {e;},en be a topological basis for L?([—7,0]); {d.} is clearly a basis for D, ([—7,0]). Then {e;®e;}; jen
is a basis of L?([—7,0]?), {ej; ® 0, }jen is a basis of L?([—7,0])®,D,([—T,0]) and {5, ® d,} is a basis of
Do ([—7,0]2). The results will follow using Corollary 3.25. To verify Condition H1 we consider

A© =1 [ s | (00 (Xarel) = () © (Vete) = X)) | s
€Jo ol <1
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for the three Chi-subspaces mentioned above. In all the three situations we will show the existence of
a family of random variables {B(e)} converging in probability to some random variable B, such that
A(e) < B(e) a.s. By Remark 3.10.1 this will imply Assumption H1.

1. Suppose x = L?([—7,0]?). By Cauchy-Schwarz inequality we have

1 T
Afe) < —/O sup @l rop2) < 1 Xsre() = XsOllgz(orpy - [¥ore () = Yol p2qrr,0)) ds

€ I|¢I|L2([77—,0]2)S1

IR s
= Z/ \// (Xuse = Xu)* du \// (Yose — Yo)? dvds < T B(e) where
0 0 0

_ T (Xu+6 B Xu)2 ” T (Yv+e B Yv)2 v
= [ Qe Xl [7 DoV, 19

€
which converges in probability to /[X]7[Y]r.

2. We proceed similarly for x = L%([~7,0])®, Dy ([T, 0]).
We consider ¢ of the form ¢ = ¢ ® d,, where ¢ is an element of L2([—7, 0]). We first observe

|64 = / h(s)2 ds .
iy Wlln = [ a0

H‘b”L?([—T,O])@hDa - H(b’

Then

ds <

(Xore(a) — X (a)) / (Vare() - Ya()) $(z) de

[77—70]

1 T
Ale) = E/o sup B

Il 2((—r 06, D0 <

: % /OT e { (\/(X”e(a) - Xs(“))2> '
' (M L2([-7,0]) \//[_T,O} (Yope(w) = Yi(@))? d:c) } ds <

4 (Xstela) = XS(G))Q (Yste(z) — Ks(w))Q
g/o \/ - \//[—T,o] . dx dsS\/TB(e)

where B(e) is the same family of r.v. defined in (4.3).

3. The last case is x = D, ([—7,0]?). A general element ¢ which belongs to x admits a representation
¢ = A 6(a,p), With norm equals to [|¢], , = |A[. We have

1 (T
Ale) = _/ sup A (Xsyate — Xota) Yrore — Yors)| ds
0

€Jo lglp, <1
1 T
< E / |(Xs+a+e - Xera) (}/erbJre - }/s+b)| ds 5 (44)
0
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using again Cauchy-Schwarz inequality, previous quantity is bounded by

T 2 T 2
Xsaesza Yv 67YU
\//( tar +>d5\//(+b+ ) 40 < 5o
0 € 0 €

We verify now the Conditions HO” and H2”.

1. A general element in {e; ® e;}; jen is difference of two positive definite elements in the set S? =

{ei®?, (e; + €;)@%}; jen. We also define S = {e; ® e;}ijen. The fact that Span(S) = Span(SP)
implies HO”. To conclude we need to show the validity of Condition H2”. For this we have to verify

[(X(), Y()(ei @ ¢5)(t) — 0 (4.5)

e—0

in probability for any i, j € N. Clearly we can suppose {e; }ien € C1([—7,0]). We fix w € Q, outside
some null set, fixed but omitted. We have

[X(')’Y(')]€(€i®€j)(t):/() Mds where

0 0
'Yj(sa €)= / ej(y) (XSerJre - Xery) dy and 7;(s,€) = / ei(r) (Yerate — Yoya) do.
(=7)V(=s) (=7)V(—s)

Without restriction of generality, in the purpose not to overcharge notations, we can suppose from
now on that 7 ="1T.
For every s € [0,7T], we have

€ —s+e€

755, )| = \ / (et =) = i) Xy + [ estu= Xy = [ eslu=Xonyiy

—S

0
<e( [ el 2lels) s x.l- (46)
T

s€[0,7)

For t € [0,T], this implies that

t T
/ dsg/
0 0
0 0
<1 ([ e+ 2el) (/ |e'i<y>|dy+2||ez-||oo><sup |Xs|><sup |Yu|>
-T -T s€[0,T7] u€[0,T]

which trivially converges a.s. to zero when € goes to zero which yields (4.5).

7j(57 6) ’Yi(sv 6)

’Yj(sa 6) ’Yi(sa 6)

ds

. A general element in {e¢;®d, }en is difference of two positive definite elements of type {e;®?2, 5,2, (e;+
8a)®?}jen. This shows HO”. It remains to show that

[(X(), Y () (e ®0a) (1) — 0

in probability for every j € N. In fact the left-hand side equals

t .
/ s (S, 6) (XS+G+€ - Xera) ds .
0 €
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Using estimate (4.6), we obtain

[

where wy (€) is the usual (random in this case) continuity modulus, so the result follows.

’Yj(S, 6) (

P Yts-l—a—i—e - Ys—i-a)

s€[0,T] e—0

0
dsST(/'kwmwy+meﬂw)<am|Xq>wy@rii+o
-T

3. A general element 6, ® , is difference of two positive definite elements (5, + d,)®? and §, ®2 +6,®2.
So that Condition HO” is fulfilled. Concerning Condition H2” we have

XY O 62 @) () = 1 [ (Xutre = Xora) Fsiee = Yaur) ds.

This converges to [X. 1, Y.1] which exists by hypothesis.
This finally concludes the proof of Proposition 4.8. O

Corollary 4.9. Let X and Y be two real continuous processes such that [X], [Y] and [X, Y] exist and a
is a given point in [—7,0].

1. X(-) and Y(-) admit a zero y-covariation, where x = D, ([T, 0])@s L2 ([T, 0]).

2. X(-) and Y () admit a x°([—7,0]?)-covariation which equals [X(-), Y (-)](1) = n({0,0})[X,Y], Vu €
X°.
Proof. Using Proposition 2.1, it follows that x°([—7,0]?) can be decomposed into the finite direct sum
decomposition L?([—,0]?) @ L?([—,0])®nDo([—T,0]) & Do([—7,0])@4L3([—7,0]) & Do o([—7,0]%). The
results follow immediately applying Propositions 3.16 and 4.8. O

When x = Dy o([—7,0]?) the existence of a y-covariation between X and Y holds even under more
relaxed hypotheses.

Proposition 4.10. Let X, Y be continuous processes such that [X,Y] exists and for every sequence
(en) 4 0, it exists a subsequence (e, ) such that

T
sup — ds < +4oo. (4.7)

| Yorer, = Vs
k €nyg Jo

Xs—i—enk - Xs :

Then 1) the scalar covariation process [X,Y] has bounded variation and 2) X(-) and Y(-) admit a
Do o([—T,0]?)-covariation and [X (-), Y (-)]+(n) = p({0,0})[X, Y];.

Proof. 1) The processes X and Y take values in B = R and the (separable) space xy = (B&,B)* coincides
with R. Taking into account Corollary 3.24, the processes X and Y admit therefore a global covariation
which coincides with the classical covariation [X, Y] defined in Definition 1.1 and in particular [X,Y] has
bounded variation. 2) The proof is again very similar to the one of Proposition 4.8. The only relevant
difference consists in checking the validity of condition H1. This will be verified identically until (4.4); the
next step will follow by (4.7). O

Before mentioning some examples, we give some information about the covariation structure of bifrac-
tional Brownian motion.
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Proposition 4.11. Let B:X be a bifractional Brownian motion with HK = 1/2. Then [B7-K], = 21-K¢
and [BLX, BT =0for a#be[-7,0].

Remark 4.12. o If K =1, then H = 1/2 and B”-¥ is a Brownian motion.

e In the case K # 1 we recall that the bifractional Brownian motion B”-¥ is not a semimartingale,
see Proposition 6 from [24].

Proof of Proposition 4.11. Proposition 1 in [24] says that BHX has finite quadratic variation which is
equal to [BH-K], = 21=K¢ By Proposition 1 and Theorem 2 in [17] there are two constants o and j3
depending on K, a centered Gaussian process X7 with absolutely continuous trajectories on [0, +oo]
and a standard Brownian motion W such that a X% + BH:K — g1/, Then

XEE + BIE ax TS + BUS] = B (Wi, W) (4.8)
Using the bilinearity of the covariation, we expand the left-hand side in (4.8) into the sum of four terms

H,K H,K H,K H,K H,K H,K H,K H,K
a2[X-+a aX,+b ]+O‘[B-+a aX,+b ]+O‘[X-+a aB,+b ]+ [B~+a 7B‘+b ] (49)

Since XX has bounded variation then the first three terms of (4.9) vanish because of point 6) of Propo-
sition 1 in [28]. On the other hand the right-hand side of (4.8) is equal to zero for a # b since W is a
semimartingale, see Example 4.13, item 1. We conclude that [B{{Hf( , Bﬁ’bK ]=0if a#b. O

Example 4.13. We list some examples of processes X for which X (-) admits a y-quadratic variation
through Proposition 4.8 and Corollary 4.9 and it is explicitly given by the quadratic variation structure
[X] of the real process X.

1. All continuous real semimartingales S (for instance Brownian motion). In fact S is a finite quadratic
variation process; moreover [S.y,,S.45] = 0 for a # b, as it easily follows by Corollary 3.11 in [4].

2. Let BH-K be a bifractional Brownian motion with parameters H and K and such that HK = 1/2.
As shown in Proposition 4.11, B#-K satisfies the hypotheses of the Corollary 4.9.

3. Let D be areal continuous (F; )-Dirichlet process with decomposition D = M+ A, M local martingale
and A zero quadratic variation process. Then D satisfies the hypotheses of the Corollary 4.9. In fact
[D] = [M] and [D.1q, D.1p) =0 for a # b.

4. Similar examples can be produced considering the window of a weak Dirichlet process with finite
quadratic variation.

We go on evaluating other x-covariations.

Proposition 4.14. Let V and Z be two real absolutely continuous processes such that V', 2" € L?([0,T])
w-a.s. Then the associated window processes V(-) and Z(-) have zero scalar and tensor covariation. In
particular they admit a zero global covariation.

Proof. Similarly to the proof of Proposition 4.1, by Remark 1.5 item 4. and Proposition 3.14 we only need
to show that V(-) and Z(-) admit a zero scalar covariation, i.e. the convergence to zero in probability of
the quantity

| 21Vt = VOl 1Zete) = ZuC g s (410)
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By Cauchy-Schwarz, (4.10) is bounded by

\// E sup |V;+E($)—V;(x)|2ds-\// ! SUp | Zuge(x) — Zy(2)]? du (4.11)
0 ] o ¢

€ ze[—7,0 z€[—7,0]

which will be shown to converge even a.s. to zero. The square of the first square root in (4.11) equals

T 1 s+x+e
/ — sup / V' (y)dy
0 616[77,0] s

+x
since @ [ (y2)(y)ay(€) denotes the modulus of continuity of the a.s. continuous function ¢ fOt(V’Q)(y)dy.

The square of the second square root in (4.11) can be treated analogously and the result is finally estab-
lished. O

2

T 1 s+x+e
e / € el / V!(y)*dyds < T s veyyay(€) =52 0
0

€ x€[—7,0] Js4z e—0

If X is a finite quadratic variation processes then X = X () admits a Diag([—7,0]?)-quadratic variation,
where Diag([—7,0]?) was defined in (3.3). This is the object of Proposition 4.15.

Proposition 4.15. Let 0 < 7 < T. Let X and Y be two real continuous processes such that [X, Y] exists
and (4.7) is verified. Then X (-) and Y'(-) admit a Diag([—7,0]?)-covariation. Moreover we have

XY (), () = / "G X, Viade te(0,1],

where p is a generic element in Diag([—7,0]?) of the type u(dz,dy) = g(x)d,(dz)dy, with associated g in
Lo2([=7,0]).

Remark 4.16. Taking into account the usual convention [X, Y], = 0 for ¢t < 0, the process (ftM g(—2)[X, Y]t,zdx)

0
can also be written as ([ g(—=)[X, Y]i—.dz), .
Proof. We recall that, for a generic element p, we have ||ut|| piag = [|9||o-
First we verify Condition H1. We can write

1 /0 sup (i, (Xoge(r) = Xs(4) ® (Yaqe(-) = Ys(:)))| ds

€ H:U'HDiaygl

1 /T 0
- su ) (Xsqe(x) — Xs(2)) (Yere(z) — Yi(x)) dx| ds
st s |00 (Keke@) = X)) Boe@) ~Vito)
T s _ _
:/ sup / (Xote = Xo) (Ve Yz)g(z—s) dx|ds .
0 lglle<1l/o0 ¢

Condition H1 is verified because of Hypothesis (4.7).
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It remains to prove Condition H2. Using Fubini theorem, we write

X(), Y () () = %/O (e ), (Kene) = Xo()) @ (Yoral) — Ya())) ds
1 t
- E/O /[710] (Xote() = Xs(2)) Yete(w) — Yi(2)) g(2)dw ds
0

i Xs r+€ *Xs T Ys xr+e€ *}/s x
/ g(z)/( o+ +2) Ystart +)dsd:c
(=t)v(=7) €

—Xx

:/ g(x)/ ( s+e 5)( s+e s) ds dx
(=t)vV(=7) 0 €

tAT t—x X. — X)) (Y. —Y.
= / 9(—33)/ (Kre o) (Yore ) ds dx .
0 0

€

To conclude the proof of H2(i) it remains to show that

tAT t—ax XS . — XS Yg .- Yg we tAT
(/ 9(*96)/ (Kot ) (Yo L as dz) —= (/ 9(=2)[X, Y]i—s dz)
0 0 € tefo,r] 9 \Jo te[0,T]

€

0. (4.12)

i.e. sup
e—0

t<T

The left-hand side of (4.12) is bounded by

T t—x - -
[Tl sup | [ e Xe) O
0 0

te[0,7) €

t — —
/ (Xere Xs) (}/ere }/s) dS* [X,Y]t
0 6

dx

ds — [X, Yv]t_m

<T|glls sup
te[0,7)

Since X and Y admit a covariation, previous expression converges to zero. This shows Condition H2(i).
Concerning Condition H2(ii), we have

tAr (—2)[X,Y];pdz 0<t<T

(X (), Y()]e(p) = / g(—2)[X,Y]i—p dr = /OTg

’ / g(—2)[ X, Y]i—pdx T7<t<T.
0

Previous expression has an obvious modification [X (-),Y(-)] which has finite variation with values in x*.
The total variation is in fact easily dominated by fOT [[X,Y].|dx. O

A useful proposition related to Proposition 4.15 is the following. We recall that D([—,0]) denotes the
space of cadlag functions equipped with the uniform norm. Diags([—7,0]?) was introduced in (3.3).

Proposition 4.17. Let X be a finite quadratic variation process. Let G : [0, T] — x := Diaga([—T,0]?),
cadlag. We have

/OTX<G(S)a dm5>x* = /OT (/:9(8, _.’L')[X]ds—m> dr = /OT (/OT_Z g(s+x, —x)d[X]s> dz, (4.13)
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where G(s) = g(s,x)dy(dz)dy for some bounded Borel function g : [0,T] x [-7,0] — R and [X]4s—x
represents the Radon-Nikodym derivative of the increasing function s — [ X4,

Proof. We remark that ¢ — g(¢,-) is left continuous from [0,7] to D([—7,0]) equipped with the || - ||
norm. By item 2 in Remark 3.2, Proposition 3.17 item 2 and Proposition 4.15, X (-) admits a y-quadratic
variation. The proof will be established fixing w € 2. We first suppose that

N-1
G(s) = > Al () + Aol oy (s), (4.14)
i=0
where, for some positive integer N € N, 0 = tp < ... < ty = T is an element of subdivisions of [0, T];
Ap, ..., AN € x; in particular there are ag,...,an € Dgy([—7,0]) with
Ai(dz,dy) = a;(x)dy(dz)dy for allie {0,...,N}. (4.15)

Then (4.13) holds by use of Proposition 4.15.
To treat the general case we approach a general G by a sequence (G™) of type (4.14), i.e.

N-1

Gn(s) = Z A?]l]tmtwrl](s) + Agﬂ{o} (S)

=0

where A? = G(t;), 0 < i < (N —-1),0 =1ty < ... <ty =T is a an element of subdivisions of [0, 7]
indexed by n whose mesh goes to zero when n diverges to infinity. Let af,...,a% € D(]—,0]) related to
Ag, ..., A% through relation (4.15). Consequently we have

[ e aixil = [ ( [ o —x)[X]ds_m> . (1.16)

with ¢"(s,z) = vazgl ai (x) 1y, 4,.,(8) + ag. In particular af = g(t;, -).
By assumption, for every s € [0,7] we have

lim sup [g9"(s,x) —g(s,x)| =0.

=400 e [—1,0]

Consequently, for every x € [0, 7], by Lebesgue dominated convergence theorem,
T
hm (gn(sa —.Z') - 9(57 _:E)) [X]ds—z - 0 .

n—-+oo .

Moreover

| (660~ g5 2) X

< (sup 19%oe + ||g||oo) X

n

Again by Lebesgue dominated convergence theorem, the right-hand side of (4.16) converges to the right-
hand side of (4.13) and the result follows. O

Remark 4.18. If [X] is absolutely continuous with respect to Lebesgue, (4.13) in the statement would
be valid with x = Diag([—,0]?).
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5 It6 formula

We need now to formulate the definition of the forward type integral for B-valued integrator and
B*-valued integrand, where B is a separable Banach space.

Definition 5.1. Let (X;):cjo,1) (respectively (Y¢);e[0,7]) be a B-valued (respectively a B*-valued) stochas-

tic process. We suppose X to be continuous and Y to be strongly measurable such that fOT Y|l p+ds < 400
a.s. For every fixed ¢ € [0,T] we define the definite forward integral of Y with respect to X denoted

by fot 5 (Ys,d"X,)p as the following limit in probability:

t t
. Xs €_XS
/OB*<Ys,d_XS>B = lim [ (Y, = 22

e—0 0 €

>Bd8.

We say that the forward stochastic integral of Y with respect to X exists if the process

t
(/ B*<Ys,d_Xs)B)
0 te[0,7)

admits a continuous version. In the sequel indices B and B* will often be omitted.

We are now able to state an It6 formula for stochastic processes with values in a general separable
Banach space.

Theorem 5.2. Let x be a Chi-subspace and X a B-valued continuous process admitting a y-quadratic
variation. Let F : [0,7] x B — R Fréchet of class C1? such that D*F(t,n) € x for all t € [0,T] and
n € C([-T,0]) and D*F : [0,T] x B — x is continuous.

Then for every t € [0, 7] the forward integral

t
/ 5 (DF(s5,X;),d"Xs)B
0

exists and the following formula holds.

t t B 1/t
F(t,Xt)F(O,X0)+/O 8tF(s,X5)ds+/O e (DF(s,Xy),d XS>B+§/O X(DQF(S,XS),d[X]S>X*. (5.1)
Proof. We fix t € [0,T] and we observe that the quantity

To(e,t) = /O Flat E’X”;) —FleXd) g, (5.2)

converges ucp for € — 0 to F(¢,X;) — F(0,Xp) since (F(s, XS))S>0 is continuous. At the same time, using
Taylor’s expansion, (5.2) can be written as the sum of the two terms:

i Xste) = F (5, Xspe
Il(e,t):/ (S+€7 +) (Sv +)dS
0

€

and

b E(s,Xeue) — F(s, X,
Ig(e,t):/ (5, Xot )6 (s, )ds, e>0, t€[0,T]. (5.3)
0
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We fix ¢ € [0,7] and we prove that

Ii(e,t) — /Ot 0:F(s,Xs)ds (5.4)

in probability. In fact

Ii(e,t) = /Ot O F (3, Xs4c)ds + Ry(e,t) (5.5)

where

t 1
Ry(e,t) = / / (atF(s + e, Xs+6) — 0:F (s, Xs+€)) dads .
o Jo

For fixed w € Q we denote by V(w) := {X;(w); t € [0,T]} and
U =Uw) = conv(V(w)), (5.6)
i.e. the set U is the closed convex hull of the compact subset V(w) of B. For x € Q, we have

sup |Ri(e, t)| < ngi’g]xu(e)
te[0,7]
where w[aot,g]xu(e) is the continuity modulus in € of the application 0,F : [0,T] x B — R restricted to
[0,7] x U. From the continuity of the d;F as function from [0,7] x B to R, it follows that the restriction
on [0,7] x U is uniformly continuous and w[a(l’glxu is a positive, increasing function on Rt converging to
0 when the argument converges to zero. Therefore we have proved that Ri(e,-) — 0 ucp as € — 0.
On the other hand the first term in (5.5) can be rewritten as

t
/ OF (s, X.)ds + Ra(e,t)
0

where Ra(e,t) — 0 ucp arguing similarly as for Ry(e,t) and so the convergence (5.4) is established.
The second addend I5(e,t) in (5.3), can be approximated by Taylor’s expansion and it can be written as
the sum of the following three terms:

Xs—i—e - Xs
€
(Xere - Xs)®2

t
121(651:) :/ B* <DF(S,X5), >Bds ’
0

1 t
IQQ(E,t) = 5/ X<D2F(S,XS),
0

Xs—i—e - Xs)®2

Is(e,t) = /O [/O a (D*F (s, (1 — a)Xgyc + aX,) — D*F(s,X,), ( )y da| ds .

€

Since D?*F : [0,T] x B — x is continuous and B separable, we observe that the process H defined by
H, = D?F (s, X,) takes values in a separable closed subspace V of x. Applying Corollary 3.20, it yields

1/t ~
Lo (e, t) Jiy 5 [ ((D?F(s,%.).d[X],)  for every t € [0,7].
€E—r 0
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We analyze now I»3(e, t) and we show that Iss(e, t) LO> 0. In fact we have
e—>

1 t 1
|123(€,t)| S —/ / (0%
€Jo Jo

t 1
<L [l 61— o~ DR [~ 57

t
< w[lgf;xu(e)/ sup
0 [I¢llx<1

dads

x<D2F (57 (1 - O‘)XSJrE + O‘XS) - D2F(57X5)a (Xere - XS)®2>X*

. dads
X

(Xere - Xs)®2
€

(¢, )| ds,

where wggﬁxu(e) is the continuity modulus of the application D?F : [0,T] x B — x restricted to

[0, 7] x U where U is the same random compact set introduced in (5.6). Again D?F on [0,7] x U is
uniformly continuous and wgﬂxu is a positive, increasing function on R* converging to 0 when the
argument converges to zero. Taking into account condition H1 in the definition of y-quadratic variation,
I>3(e,t) — 0 in probability when e goes to zero.

Since Iy(e, t), I1(e,t), Iaa(e,t) and Iz3(e,t) converge in probability for every fixed ¢ € [0, T, it follows that
I51 (€, t) converges in probability when ¢ — 0. Therefore the forward integral

t
/ p-(DF(5,X;),d"Xs) B
0

exists by definition. This in particular implies the It6 formula (5.1). O

We make now some operational comments. The Chi-subspace x of (B®,B)* constitutes a degree of
freedom in the statement of It6 formula. In order to find the suitable expansion for F'(¢,X;) we may
proceed as follows.

e Let F:[0,7] x B— R of class C"1(]0,T] x B) we compute the second order derivative D?F if it
exists.

e We look for the existence of a Chi-subspace x for which the range of D*F : [0,T] x B — (B&.B)*
is included in x and it is continuous with respect to the topology of x.

e We verify that X admits a y-quadratic variation.

We observe that whenever X admits a global quadratic variation, i.e. y = (B®,B)*, previous points
reduce to check that F' € C%2([0, 7] x B). When X is a semimartingale (or more generally a semilocally
summable B-valued process with respect to the tensor product) then it admits a tensor quadratic variation
and in particular previous result generalizes the classical Ito formula in [20], Section 3.7.

6 Applications of It6 formula for window processes

The scope of this section is to illustrate some applications of our Banach space valued Ité6 formula to
window processes. In this section D™ denotes the classical Malliavin gradient and D' (L?([0, T1)) (shortly
D'2) denotes the classical Malliavin-Sobolev space, related to the case when X is a classical Brownian
motion. For more information the reader may consult for instance [22].

We go on fixing some notations. Let 0 < 7 < T, we set B = C([—7,0]). In this section we will deal with
Fréchet derivatives of functionals on B. Let F : [0,T] x B — R Fréchet of class C*2([0,T] x B). We
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remind that the first order Fréchet derivative DF defined on [0,T] x B takes values in B* =2 M([—7,0]).
For all (t,n) € [0,T] x B, we will denote by Dy, F(t,n) the measure defined by

M([—r0) DEE0), B)c((—r,0) = DF(t,n)(h) = /[ ] h(z)Day F(t,n) for every h € C([—,0]).
—7,0

We remark that the second order Fréchet derivative D?F defined on [0, 7] x B takes values in L (B; B*) =
B(B,B) = (B&.B)". Recalling (2.3), if D*F (t,n) € M([-7,0]?) for all (t,n) € [0,7] x B (which will
happen in most of the treated cases), we will denote with D2 ayF'(t,m) the measure on [, 0] such that
following duality holds for all g € C([—7,0]?)

M([—T,O]2)<D2F(ta77)79>C([—T,O]2) = DQF(tﬂ])(g) /[ o2 g(xvy) D?izdyF(tan) .

We recall also that D F (t,n)) := DF (t,n)({0}) and D+ F(t,) = DF (t,n) — D% F (t,n)d.

Notation 6.1. If g, ¢ : [a,b] — R are cadlag and g has bounded variation we denote

[ atn=g® - g@ita) - [ tdg and [ gae=gyew)- [ cdg.
Ja,b] Ja,b] [a,b] [a,b]

6.1 About anticipative integration with respect to finite quadratic variation
process

This section aims at giving one application of infinite dimensional calculus to anticipative calculus in
a situation in which Malliavin-Skorohod calculus could not be applied. On the other hand, as side-effect,
our methods produce some identities involving path-dependent It6 or Skorohod integrals with forward
integrals. Let X be a real finite quadratic variation process such that Xy = 0 a.s. and prolonged as usual
by continuity to the real line. One motivation is to express, for T € [0, T],

T—1 0 T—71 y+7
0 -7 0 y

for some smooth enough g : R2 — R. We remark that, even when X is a semimartingale, previous
forward integral is not an Ito integral since the integrand is anticipating (not adapted). In this perspective
we consider f:R? — R of class C?(R?) such that f(x,y) = foy g(x, z)dz. In particular g = 02 f. For this
purpose, we start expanding

0
[ (Xaqt, Xo—r) do

through our Banach space B-valued It6 formula.

Proposition 6.2. Let f : R2 — R be a function of class C2. We have

—T

0 T (y+7)AT
F (o Xomr) do =7 £0,0)+ [ ( [ e dt) dX,
0 y

-7

T—71 0 1 T—71 0

+/ < Oof (Xysatrs Xy) dz> d~ X, + 5/ </ 050f (Xytoir, Xy) dz> d[X]y,
0 0 -7

L1
2

/ ( a%lf(Xt-i-maXt—‘r) [X]dt+Z> dx (6.1)

-7 -z
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provided that at least one of the two forward integrals above exists.

Remark 6.3. If X is an (F;)-semimartingale the forward integral

T (y+7)AT
/ ( / alﬂxy,xt_f)dt) X, 62)
0 y

coincides with the It6 integral

T (y+7)AT
/ / onf(Xy, Xo_r)dt | dX,.
0 y

Proof. We will apply Theorem 5.2 to F (X,(-)) where F' : C([—7,0]) — R is the functional defined by
F(n) = f_OT f (n(x),n(—7)) dz which is of class C?(B). Below we express the first derivative
0
DaoF () = 01 f (n(), n(=7)) Li—rg)(z)dz + [ O2f (n(2),n(=7)) dz 6 (dx)

-7

and the second derivative

Dy ayF(n) = 07 1 f (n(2), n(=7)) Li_r 01 (2)0, (dx) dy + 05, f (n(x), n(—T7)) 6 (dx) 11_r,0)(y)dy

0
+ 01 o f (@), 1(=7)) L—r0)(2)dx 57 (dy) + [ 835f (0(2),0(=7)) dz 6+ (dx) 67 (dy).

-7

The second order Fréchet derivative D? F(n) belongs to x with x := Diag®D—_,®, L>®L?*®,D_,®D—r ..
Since X is a finite quadratic variation process, Propositions 4.8, 4.15 and 3.16 imply that X (-) admits a
x-quadratic variation. We apply now Theorem 5.2 to F' (X7(-)). The forward integral appearing in the
It6 formula

T
L= / (DF(X,()), d~X()

exists and it is given by I + I12 where

T 0
X rt+e X T
Ill = hm/ / 81f (Xt+I;Xt77') —t+ + s d.fC dt and
e—0 0 —r €

T
112 = lim
=0 /o

provided that previous limits in probability exist. We have

0
th'rJre - thr

€

dt

3

azf (Xt+m thr) dSC)

—T

T 0
X x E*X x
I = lim/ / O (Xppy Xyp) 22 WS g it
0 J(=m)v(-1)

e—0 €
T t
Xyte — X
= lim/ / Of (Xy, Xop) XV gy dt
0Jo  Jt—m)v(0) €

By Fubini theorem, previous limit equals (6.2), provided that previous forward limit exists.
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We go on specifying I1o.

T 0
X —7+e X —T
112 = hH(l)/ (/ 62f(Xt+m,Xt_T) d.’L‘) #dt
=0 Jr -7

€

T—1 0
Xyre — X
= lim ( o f (Xy+z+T,Xy)dx) %dy
0

e—0 —r
T—1 0
= / ( Do f (Xytatr, Xy) dx) d~Xy
0 —T

provided that previous forward integral exists.
We evaluate now the integrals involving the second order derivative of F', i.e.

TR
5 DRG0 XTI (6:3)

We remind that D?F(n) takes values in x := Diag ® D_, @, L? ® L? ®), D_, ® D_, _,. The term (6.3)
splits into a sum of four terms. Since by Proposition 4.8 item 2, X (-) has zero D_, ®;, L? and L? ®j, D_ -
quadratic variation, the only non vanishing integrals are the two terms I5; and 32 given respectively by
the D_, _, and the Diag-quadratic variation. Again by Proposition 4.8 item 3, expression (6.3) becomes
121 + 122 where

1 —_—~—

1 T—71 0 T
b=z [ [ 0kl K X)adX)y . T = g [ (G XTI b

and G(t) = g(t, )0, (dx)dy, with g(t,z) = 03, f (Xt+x, Xt—-). Since 97, f is a continuous function, Propo-
sition 4.17 can be applied and we get

1 70 T
=5 [ ([ 9 (i X)X ) o
In conclusion we obtain (6.1). O
Corollary 6.4. Let X be an (F;)-semimartingale and g : R? — R of class C%!(R x R). Then the forward
integral fOT_T (IET 9 (Xytriz, Xy) dx) d~ X, exists and it can be explicitly given.

Proof. We set f(z,y) = [} g(x,2)dz. The first forward integral in Proposition 6.2 exists and it is an Ito
integral. We apply finally Proposition 6.2. O

Corollary 6.5. Let X = W be a classical Wiener process, f € C?(R?). We have the following identity.

—T

0 T (y+7)AT
f (Wertv Wtf'r) dr =7 f(Ov 0) + / (/ alf (Wyv Wtf'r) dt) dWy
0 Yy

T—T1 0 T—T1 0
+/ ( o2 f (Wy-i-ac-i-'ra Wy) dm) 5Wy +/ ( a221f (Wt+'r+2a Wt) dz) dt
0 0

—T —T

1 T—7 0 ! 0 .
+ 5/ (/ a§2f (W’y+z+‘l’a Wy) dZ) dy + 5/ ((ﬁlf (WtJrz’WtiT) di | de.
0 r -

T —X
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Remark 6.6. If Y € D2 (L?([0,T])), D™Y represents the Malliavin derivative and fot Y 6Ws, t € (0,7,
is the Skorohod integral. We recall that, by [25] and [2§]

t t
/ Yod™ W, = / Yi6Ws + (Tr~D™Y) (t)  where (6.4)
0 0

e—0 €

t s+e mym
(Tr=D™Y) (t) = lim (/ Mdr) ds in L*(Q).
0 s

Proof of Corollary 6.5. It follows from Proposition 6.2 provided we prove that

T—7 0
/ ( a2f(Wy+x+T7Wy)d1'> d~W, equals
0

-7

T—7 0 T—71 0
/ ( Oof (Wytair, Wy) dac) W, + / ( 031 f Wisriz, Wh) dz) dt .
0 0

This follows by Remark 6.6 with

0
YS = (92f (W5+‘r+z; WS) dz .

—T

In fact, for r > s, DY = frofsiT 02, f Weiriz, Ws)dz and so

t t s 0
(Tr—D™Y) (t) = liin DY, ds = / < 031 f Wgriz, Wy) dz) ds. (6.5)

rTyS 0 0 —T
Combining (6.5) with (6.4) for ¢t = T — 7 the result is now established. O

Remark 6.7. Another example of exploitation of Proposition 6.2 arises when X is a Gaussian centered
process with covariance R(s,t) = E[X;X;] such that % is a signed finite measure p. We say in this
case that the covariance of X has a measure structure, see [16]. We remind that in this case X is a finite
quadratic variation process and [X|; = p({(s, s)|s € [0,t]}). With some slight technical assumptions, the

following relation holds:
t t
/ Y.d X, :/ Y.0X, + D, +Ysdu(r,s) . (6.6)
0 0 [0,¢)2

This allows to show the existence of both the forward integrals in the statement of Proposition 6.2 using
(6.6).

6.2 Infinite dimensional partial differential equation and Clark-Ocone type
results

One natural application consists in obtaining a Clark-Ocone type formula for real finite quadratic
variation processes. Let X be such a process and we assume again Xy = 0 for simplicity. Given a real
path dependent random variable h, the idea consists in finding Hy € R and an adapted (with respect to
the natural filtration of X') process £ such that h = Hy + foT &sd™ X, If X is a classical Brownian motion,
previous forward integral is a It6 integral and the result holds by the martingale representation theorem.
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If h belongs to D2, then Hy = E[h] and & = E[D}"h|F;]. This statement is the classical Clark-Ocone
formula.

The proof of our Clark-Ocone type formula consists in two steps. 1) Given a solution of an infinite
dimensional PDE of the type (1.6), an important ingredient of the proof is our infinite dimensional Tto
formula, more precisely Theorem 5.2. This allows, almost immediately, to obtain an explicit representation
of Hy and £. This is the object of Theorem 6.9. 2) The second step consists in constructing indeed a
solution of such PDE. For a large class of random variables h, Chapter 9 of [6] provides a solution of the
PDE at least when [X]; = t. The present section is devoted to step 1) which, among others, generalizes
Theorem 7.1 of [7] and it expands its proof to the case when [X]; = 0%t, o > 0. In this subsection we set
7 =T and therefore B = C([-T,0]).

Definition 6.8. Let H : C([-T,0]) — R be a Borel functional. wu : [0,7] x B — R of class
CH2 ([0, T[xB)NC° ([0, T] x B) is said to be a solution of (the infinite dimensional PDE)

2
amam41/ D u(tyn) dp+ T (D¥u(tn) , Ip) =0 for t € [0,
]—t,0] 2 (6.7)

u(T,n) = H(n)

if the following conditions hold.

i) D+u(t,n) is absolutely continuous with respect to Lebesgue measure and its Radon-Nikodym derivative

x + D}u(t,n) has bounded variation for any ¢ € [0,T], n € B; ii) D?u(t,n) is a Borel finite measure
n [=T,0]* for all t € [0,7] and n € B; iii) u solves (6.7) where [, Dt (t,n) dn in the sense of

Notation 6.1 and (D?u (t,n) , 1p,) indicates the evaluation of the second order derivative on the diagonal

D, ={(s,s)|s € [—t,0]}.

Theorem 6.9. Let H : B — R be a Borel functional and « : [0,7] x B — R be a solution to (6.7). We
set x := x°([~T,0]?) ® Diag([-T,0]?), (shortly x° & Diag). We suppose the following.

. 0 .
i) (t,n) = [[Dru (tn)lsv = [Dogu (&) + [Cp[Dyu (tn)lde = [Dyu (£n)] + [Dru (En)llvar is
bounded on [0,7] x K for each compact K of B.

ii) D?u (t,n) € x for every t € [0,7T], n € B and that map (t,n) — D?u (t,7) is continuous from [0, 7] x B
to x.

Let X be a real continuous finite quadratic variation process with [X]; = 0t, 0 > 0, and X = 0.

Then the random variable h := H(X7(+)) admits the following representation

h = u(T, Xz () = Ho+ /O & X, (6.8)

with Hy = u(0, Xo(+)), & = D%wu (s, X4(+)) and fOT &d~ X is an improper forward integral.

Proof. Since u € C°([0,T] x B), H = u(T,-) is automatically continuous. By Propositions 4.9 item 2,
4.15 and 3.16 X () admits a y-quadratic variation which is the sum of the y’-quadratic variation and the
Diag-quadratic variation. Applying Theorem 5.2 to u (¢, X;(-)) for t < T we obtain

u(tht(')) = U(O,Xo(-)) +/O atu(stS('))ds +/0 M([—T,O])(Du(saXS('))adiXS('»C([fT,O])

1 —_—~

3 [ (DR, X)X D) 69)
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By Assumption i) it is possible to show that fot M([_T7Q])<DLU(55Xs('))adiXs('»C([—T,O]) exists and
equals fot (f}_s 0o DLu(s,n)dn) ly=x.()ds. We omit the technicalities. Consequently, by subtraction,
fot D%u(s, Xs(-))d™ X, exists for t € [0,T]. The Ito expansion (6.9) gives

U () =u % (s t u (s .
(1, X)) = u(0, %o (") /D XX+ [ Lus X0 (6.10)
where

Lu (tan):atu(tan)+/]_t’0]D u(t, ) dn + % 5 <D2 (t,n), 1p,)
for t € [0,T[, n € B. By hypothesis Lu (t,n) = 0, so (6.10) gives

u(t,Xt(-)):u(O,Xo(-))—i—/O Do (s, X,()d~ X, (6.11)

Now for every fixed w, since u € C°([0,7] x B) and X is continuous, we have lim;_ru(t, X;(-)) =
u(T, X7(-)), which equals H(Xr(-)) by (6.7). This forces the right-hand side of (6.11) to converge, so that
the result follows. O

Remark 6.10. Previous theorem also applies in the case o = 0, i.e. [X] = 0. To this purpose we observe
the following.

T T
h=f </o 901(5)dX57---a/0 wn(s)dXs> (6.12)

with ¢; € C%([0,7]) and f € C?(R™). In that case PDE in (6.7) simplifies into atu—f—f oD DY (t,n)dn =
0 and it is easy to provide a solution « in the sense of Definition 6.8. That u : [0, T] x C’([ ,0)) — R
is given by

u(t,n) = f (/[_w] p1(s +t)dn(s), . .. 7/[_1&70] on(s + t)dn(8)> :

2. Since D%u(t,n) =31 0if (f oy er(s+)dn(s), ..., [, g @nls +t)dn(s )) ©;(t), by Theorem 6.9,
we obtain representation (6.8) with Hy = f(0, ..., ) and & = D%u(t, X;(-)) The assumptions of

Theorem 6.9 can be easily checked, but we omit the details. We remind only that X (-) admits
x"-quadratic variation.

1. Let

3. In that case 0 = 0, representation (6.8) can be also established via an application of the finite
dimensional It6 formula for finite quadratic variation processes, see Proposition 2.4 in [13].

4. The general case o # 0 with the same r.v. h given by (6.12) was treated in Section 9.9 of [6].

Remark 6.11. The assumption [X]; = 0t is not crucial. With some more work it is possible to obtain
similar representations even if [X]; = fot a®(s, Xs)ds for a large class of a : [0,7] x R — R.
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A Appendix: Proofs of some technical results

Sketch of the proof of the Proposition 1.6. Let V (resp. Y) be an H-valued bounded variation (resp. con-
tinuous) process. Proceeding as for real valued processes, see for instance [28], Proposition 1.7)b), one can
show that V and Y has a zero scalar covariation. A semilocally summable process is the sum of a locally
summable process and a bounded variation process. Therefore, without restriction of generality, we can
suppose that X is locally summable with respect to the tensor products. By localization we can suppose
that X is summable with respect to the tensor products and bounded. Let s € [0,7] and consider the
following identity

XE — X&' = X, ® (Xope — Xo) + (Xope — X) ® X, + (Xoye — X,) @2 . (A.1)

S

Dividing (A.1) by € and integrating from 0 to ¢ in the Bochner sense we obtain

K Xs E_Xs ®2
IO(taG)=I1(t,6)+12(t,e)+/ Kste — X)®"
0

€

ds

where

PSS ‘X ® (Xore — X f (Xope — Xa) ®X
Iy(t,e) = Mds, Ii(t,e) = s ® (Xste S)ds, L(t,e) = (Xspe s)® S ds
0 € 0 € 0 €

Let € [0,7]. Obviously we get lime_o Io(t,¢) = X&* — X"
By an elementary Fubini argument we can show that

t u
Ii(t€) :/ <%/ Xsds> ® dX, .
0 u—e

Since L [ X,ds — X, for every u € [0,T] and w € Q and X being bounded, Theorem 1 in section 12.
A of [8] allows to show that I;(t,e) — fot Xs ® dX; in probability. Similarly one shows that I5(t,e) —

fot dXs ® Xs. In conclusion X admits a tensor quadratic variation which equals

t t
X® 7/ X5®dXSf/ dX, ® X, .
0 0

O

Sketch of the proof of Proposition 1.7. Let H be the Hilbert space values of X. Let V (resp. Y) be an
H-valued bounded variation (resp. continuous) process. Without restriction of generality we can suppose
that X is an (F;)-local martingale. After localization one can suppose that X is an (F;)-square integrable
martingale. Proceeding similarly as for the proof of Proposition 1.6, using Remark 14.b) of Chapter 6.23
of [8], it is possible to show that

1 t t
- [ Xste — XSH%IdS — ||Xt||%1 -2 (Xs, dXs) g -
€ 0 e—0 0

The analogous of the bilinear forms considered in Proposition 1.6 proof will be the H inner product. O

Before writing the proof of Proposition 3.19 we need a technical lemma. In the sequel the indices y and
x* in the duality, will often be omitted.
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Lemma A.1. Let t € [0,T]. There is a subsequence of (ny) still denoted by the same symbol and a null
subset N of €2 such that

F™ (w,1)(¢) —> koo F(w,t)(¢) for every ¢ € xy and w ¢ N.

Proof of Lemma A.1 . Let S be a dense countable subset of x. By a diagonalization principle for extracting
subsequences, there is a subsequence (ny), a null subset N of  such that for all w ¢ Q,

Foo(w,t)(¢) := lim F™(w,t)(¢) exists for any ¢ € S, w ¢ N and Vi € [0, 7). (A.2)

k—+oo

By construction, for every t € [0,7], ¢ € S

F(,1)(¢) = F(9)(-,1) = Foo (-, 1) () a-s.
Let ¢ € [0,T] be fixed. Since ¢ € S countable, a slight modification of the null set IV, yields that for every
wégN,

F(w,t)(¢) = Fuo(w,1)(¢) Vo E€S.

At this point (A.2) becomes

F(w,t)(¢) = lim F™ (w,t)(¢) foreveryw & N, ¢ € S. (A.3)

k—+oo

It remains to show that (A.3) still holds for ¢ € x. Therefore we fix ¢ € x, w ¢ N. Let e >0 and ¢ € S
such that ||¢ — @[, <e. We can write

Flw,0)() = P (@,0)(9)| < |[Flw,t)(¢ = ¢.)

<[[F.n]| o= ol +sup]

| P, 0)(60) = F™ w,0)(80)| + |F™* (@,6)(0c — 0)] <

Frrw, )| 116 = ol

n \ﬁ<w,t><¢e> — F™(w,1)(¢e)

Taking the limsup,,_, , ., in previous expression and using (A.3) yields

lim sup | F(w, )(¢) —ﬁ”’“(w,t)(@‘ < Hﬁ(w,t)H e+supHﬁw(w,-)] c.
k—s+o00 X* k Var[0,T]
Since € > 0 is arbitrary, the result follows. O

Proof of Proposition 3.19 . Let t € [0,T] be fixed. We denote

I(n)(w) ::/O <H(w,s),dﬁ"(w,s)>—/0 (H(w, s),dF(w,s)) .

Let 6 > 0 and a subdivision of [0,¢] given by 0 = tg < t; < -+ < t,,, = ¢t whose mesh is smaller than §. Let
(nk) be a sequence diverging to infinity. We need to exhibit a subsequence (ny,) such that

I(ng,)(w) — 0 a.s. (A4)
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Lemma A.1 implies the existence of a null set N, a subsequence (ny,) such that

‘Fv"kj (w,t1) (o) — ﬁ(w,tl)(qﬁ)‘ — 0 V¢ ex andforevery [1€{0,...,m}. (A.5)

j—+o0

Let w ¢ N. We have

[T (k) (w)] = i ( / ji1<H<w, $), dF™ (w, 5)) — (H(w, 5), dF (w, s>>> <

< il /tjilw(w, §) = H(w, tio1) + H(w, tior), dF™ (w0, 5))+

[ )~ G tim) + i) P 5 <
< Ry )+ ol )) + T, ) )
where

(g, o) = i [ H08) ~ Hon 005" 0] < 0 (8) 00 1™ vt
I @) = i [ 009) =~ H et AP 50| < 00 O) IF o
(@) = i [ttt e - e s>>>’ -

= 3 [ i), F )~ B~ ™ i) + Pt )| <

N
Il
-

|[F™% (H (w, tio1))(w, ts) — F(H(w, ti—1))(w, t:) |+

o

s
Il
—

Z |F™ 5 (H (w, ti-1))(w, ti1) — F(H(w, ti-1))(w, ti-1)| -

The notation wp(,,.) indicates the modulus of continuity for H and it is a random variable; in fact it
depends on w in the sense that

@H(w,)(0) = sup [[H(w,s) = H(w,b)]

L
|s—t|<6

By (A.5) applied to ¢ = H(w,t;—1) we obtain

lim sup |I(ny,)(w)| < (sup |1 E™5 (@) lvarfo.r) + ||ﬁ<w>|v@r[o,n) D 1w, (8) -
J

j—o0

Since ¢ > 0 is arbitrary and H is uniformly continuous on [0, ] so that @, .)(6) — 0 a.s. for § — 0, then
limsup;_, . [I(ng,)(-)| = 0 as..
This concludes (A.4) and the proof of Proposition 3.19. O
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Proof of Theorem 3.22. Supposing iv’), Lemma 3.1 from [27] implies that F™(¢) — F(¢) ucp for every
¢ € S, since for every ¢ € S, F(¢) is an increasing process, so iv) is established. We only show the result
considering iv).
a) We recall that €([0,7]) is an F-space. Let ¢ € x. Clearly (F"(¢)(-,t)), and (F"(,t)(qﬁ)) are
t
indistinguishable processes and so (F " (p)(-, t)) is a continuous process. So it follows
t

IF"(@)llo = sup [F™(@)(t)| = sup |E"(-)(¢)| <
te[0,T] te[0,T]

< sup HF"(-,t)‘
te[0,T]

- 191l < sup IE™ lvar(o,rllgllx < +o0

a.s. by the hypothesis. By Remark 3.21.2. and 3. it follows that the set {F"(¢)} is a bounded
subset of the F-space €'([0,T]) for every fixed ¢ € .

We can apply the Banach-Steinhaus Theorem II.1.18, pag. 55 in [9] and point iv), which imply the
existence of F': x — ([0, T]) linear and continuous such that F™(¢) — F(¢) ucp for every ¢ € x.
So a) is established in both situations 1) and 2).

b) It remains to show the rest in situation 1), i.e. when x is separable.

b.1) We first prove the existence of a suitable version F of F' such that F(w,-) : [0,T] — x* is weakly
star continuous w a.s.
Since  is separable, we consider a dense countable subset D C x. Point a) implies that for a fixed

¢ € D there is a subsequence (ny) such that F™ (¢)(w, -) o, F(¢)(w,-) a.s. Since D is countable
there is a null set N and a further subsequence still denoted by (ny) such that

c([o,17)

F™ (w,7)(9)

For w ¢ N, we set F(w,t)(¢) = F(¢)(w,t) ¥V ¢ € S, t € [0,T]. By a slight abuse of notation the
sequence F™* can be seen as applications

F(®)(w,") VoeD Yw¢N. (A.6)

Fnk (wa ) X C([OvT])
which are linear continuous maps verifying the following.
o F™(w, ) (¢) — F(w,-)(¢) in C([0,T]) for all ¢ € D, because of (A.6).

e For every ¢ € x, we have

supsup [ (w, )(¢)] < supsup sup [ (w,)(9)] ||l < supsup ||F7 (w, )| (|6l
k t<T k t<T |¢]l <1 k t<T

IN

Sup 17 (@, VoIl < +oo.

Banach-Steinhaus theorem implies the existence of a linear random continuous map
F(wv ) X C([OvT])
extending previous map F(w,-) from D to y with values on C([0,T]). Moreover

oo,y £

F™ (w,)(¢) Fw,")(¢) Voex, Yw¢gN

40



and for every w ¢ N the application
F(w,): [0,T] — x* t Flw,t)

is weakly star continuous. F is measurable from € x [0,T] to x* being limit of measurable processes.

b.2) We prove now that the x*-valued process F has bounded variation.
Let w ¢ N fixed again. Let (¢;)M be a subdivision of [0, 7] and let ¢ € y. Since the functions

Flotis g (Bltn) = F(1) (0)  F™ts g — (F™ (1) = F(1)) (9)
belong to x*, Banach-Steinhaus theorem says

il

sup |(P(tin) = F(t:)) (@) = |

« <lm inf [[F™totier|| . =
lloll<1 koo

=lim inf sup ‘(F"" (tig1) — Em (tz)) (¢)‘ .
k=00 || <1

Taking the sum over i = 0,..., (M — 1) we get

M-1 M—1
Y o [Pl = P2 )] < 3 m ut sy | (5 e = £(00) 6] <
M—-1 i
<Supz; ||§>L||151‘( (t02) = ™ (1) W‘ < sup [F™ [[var(om)

where the second inequality is justified by the relation liminf a} + liminf b} < sup(a}" + b}).
Taking the sup over all subdivision (¢;)*, we obtain

||FHV¢1T([O,T]) < Sl;p ||F"k ||Var([O,T]) < 400 .

This shows finally the fact that F(w,-) : [0,7] — x* has bounded variation.
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