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ABSTRACT: In this paper, we investigate stochastic optimal intervention control of mean-field jump system
with noisy observation via L-derivatives on Wasserstein space of probability measures We derive the necessary
conditions of optimality for partially observed optimal intervention control problems of mean-field type. The
coefficients depend on the state of the solution process as well as of its probability distribution and the control
variable. The proof of our main results are obtained by applying L-derivatives in the sense of Lions. In our
control problem, there are two models of jumps for the state process, the inaccessible ones which come from
the Poission process and the predictable ones which come from the intervention control Finally, we apply our
result to study conditional mean-variance portfolio selection problem with interventions, where the foreign
exchange interventions are intended to contain excessive fluctuations in foreign exchange rates and to stabilize
them.
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1. Introduction

Since the development of nonlinear filtering theory, stochastic control problems under partial observa-
tion have received much attention and became a powerful tool in many fields with important applications,
such as finance and economics, etc. In many situations, the states of the systems cannot be completely
observed; however, some other processes related to the unobservable states can be observed. Such sub-
jects have been discussed by many authors, such as Wang, Wu and Xiong [1], Wang, Zhang, and Zhang
[2], Wang, Wu and Xiong [3], Wang and Wu [4], Bensoussan and Yam [5], Wang, Shi and Meng [6],
Djehiche and Tembine [7], Lakhdari, Miloudi and Hafayed [8], Miloudi et al [9], Abada, Hafayed and
Meherrem [10].

General mean-field type stochastic differential equations (SDEs) are Itd’s stochastic differential equa-
tions, where the coefficients of the state equation depend on the time variable, the state of the solution
process as well as of its probability law. In his course at Collége de France [11], (refer to Cardaliaguet
[12] for the written version) P.L. Lions introduced and studied the innovative notion of new derivatives
with respect to measure over Wasserstein spaces. Strongly motivated by these works, Buckdahn, Li and
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Ma, [13] proved the necessary conditions for general mean-field systems. Stochastic maximum principles
for general mean-field models were later studied in [9,14,15].

Stochastic irregular (singular or impulse) control problems have received considerable attention in the
literature. There are numerous papers by different authors investigating the stochastic optimal singular
or impulse control problems, e.g., Cadenillas and Haussmann [16], Dufour and Miller [17], Hafayed and
Abbas [18], Zhang [19], Jeanblanc-Piqué [20], Korn [21], Wu and Zhang [22]. An extensive list of recent
references to singular control problem, with some applications in finance and economics can be found in
[18,23,24,25]. Optimal control problems for SDEs with jump processes have been investigated by many
authors, see for instance, [26,27,28,29,30]. A good account and an extensive list of references on jump
processes can be founded in [31] for a comprehensive theoretical study of the topic.

In the present paper, we study a new mean-field type intervention control problem. We establish a
new set of necessary conditions of optimal intervention control for general mean-field jump systems. Our
mean-field dynamic is governed by SDEs with a random measures and an independent Brownian motion,
with noisy observation. The coefficients of our mean-field dynamic depend nonlinearly on both the state
process as well as of its probability law. The control domain is assumed to be convex. The L-derivatives
with respect to probability measure and the associate [to-formula are applied to prove our main results.
Noting that our general mean-field partially observed control problem occur naturally in the probabilistic
analysis of financial optimization problems. Our model of partially observed intervention control problem
play an important role in different fields of economics and finance, as conditional mean variance portfolio
selection problem with discrete movement in incomplete market. Also, optimal consumption and portfolio
problem under proportional transaction costs. Moreover, the exchange rate under uncertainty, where
government has two means of influencing the foreign exchange rate of its own currency:

1. At all times t the government can choose the domestic interest rate.
2. At selected times 7; the government, or bank can intervene in the foreign exchange market by selling
or buying large amounts of foreign currency.

In our model of mean-field control problem, there are two types of jumps for the state processes, the
inaccessible ones which come from the Poission process and the predictable ones which come from the
intervention control.

As an illustration, by applying our result, conditional mean-variance portfolio selection problem with
interventions with incomplete market is discussed. In financial markets three important objectives of
interventions: to influence the level of the exchange rate, to dampen exchange rate volatility or supply
liquidity to foreign exchange markets; and to influence the amount of foreign reserves. Banks intervene in
foreign exchange markets in order to achieve a variety of overall economic objectives, such as controlling
inflation, maintaining competitiveness or maintaining financial stability.

The rest of the paper is organized as follows. Sect. 2 begins with a formulation of the partially
observed control problem of general mean-field differential equations with Poisson jump processes. We
give the notations and definitions of the L-derivatives on the Wasserstein space via P.L. Lions sense and
assumptions used throughout the paper. In Sect. 3, we prove the necessary conditions of optimality
which are our main results. Conditional mean-variance portfolio selection problem with interventions is
also given in Sect. 4. At the end of this paper, some discussions with concluding remarks and future
developments are presented in the last Section.

2. Formulation of the problem and preliminaries

Spaces and notations. Let T is a fixed terminal time and (Q, F, F;, P) be a complete filtered probability
space on which are defined two independent standard one-dimensional Brownian motions W(-) and Y'(+).
Let R™ is a n-dimensional Euclidean space, R"*¢ the collection of n x d matrices. Let k(-) be a stationary
F-Poisson point process with the characteristic measure m (df). We denote by 7 (df, dt) the counting
measure or Poisson measure defined on © xR, where O is a fixed nonempty subset of R with its Borel o-
field B (©) and set 77 (d6, dt) = n (df, dt) —m (d6) dt satisfying [ (1A 16*)m (d6) < oo and m (©) < +oc.
Let V., FY and J) be the natural filtration generated by W(-), Y(-) and 7n(,-) respectively. We
assume that F, = FV v FY v F] VN, where N denotes the totality of P-null sets. We denote by (-, )
(resp. | - |) the scalar product (resp., norm), E (-) denotes the expectation on (Q,F, F;, P). Throughout
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this work, we denote by L2 (F;;R™) the space of R™-valued F;-measurable random variable X, such
that E(|X|*) < 400 and by M2 ([0,T];R) : the space of R-valued Fi-adapted measurable process g(-),
such that EfOT Jo lg(t,0))* m (d9) dt < +oo. Let L2 (F;R?) be the Hilbert space with inner product
(X,Y), = E[X.Y],where X, Y € L? (F;R?) and the norm || X||; = (X, X), . Let X5 (R?) be the space of
all probability measures p on (R%, B (R?)) with finite second moment, i.e, [, |z p(da) < 400, endowed
with the following Wasserstein metric Da(+,-); for p, v € Xo (Rd) ,

D =  inf —y25 (da, dy)|
2 (1, ) 5<.,.)é§2<R2d>{[/de|x yd (de, y)] }

where 6 (-,-) € X3 (R*?), 6 (A,R?) = p(A), 6§ (RY, B) = v(B). This distance is just the Monge-
Kankorovich distance when p = 2.

2.1. L-derivatives on the Wasserstein space

Now, we recall briefly the innovative notion of L-derivatives with respect to probability distribution
over Wasserstein spaces, which was studied by Lions [11], and Cardaliaguet [12] and the pioneering work
by Cardaliaguet et. al. [32] in their study of the so-called master equation in mean field game systems.
The main idea is to identify a distribution p € Xp (R?) with a random variables ¢ € L2 (;R?) so that
i = Py. To be more precise, we assume that probability space (Q,F, F;, P) is rich enough in the sense
that for every p € Xy (R?), there is a random variable 9 € L? (F;R?) such that p = Py.

Definition 2.1 (Lift function) Let ® be a given function such that ® : X3 (R?) — R. We define the lift
function ® : L? (F;R?) — R such that ® (Z) = & (Pz), Z € L2 (F;R?).

Clearly, the lift function ® of ®, depends only on the law of random variable Z € L2 (3’~ ; Rd) and is

independent of the choice of the representative Z.

Definition 2.2 A function f : Xo (Rd) — R is said to be differentiable at g € Xo (Rd) if there exists

Zo € L? (F;RY) with py = Pz, € Xz (R?) such that its lift function f is Fréchet differentiable at Zo.
More precisely, there exists a continuous linear functional Df (-) : L2 (3’~ ; Rd) — R such that

Fzo+7)=F(Z0) = (DF(Zo),7)+o0(Ill,) (2.1)
= Drf () +o(lrlly).

where (-, ) is the dual product on L? (F;R?), and we will refer to D f (145) as the Fréchet derivative of
f at pg in the direction 7. In this case, we have

Dr f (o) = <Df(Zo) ,T> = %f(zo +t7) ) with 1y = Pz, .
So,
d r~
Drf (Pz) = = [F(Zo+17)] (2.2)
t=0

From (2.2), then we obtain the following form of the Taylor expansion

f(Pz) = f(Pzy) = Daf (Pz) + E(7), (2.3)

where € (1) is of order o (||7[|,) with o (||7]|,) = 0 for 7 (-) € L? (F;R?).

By using the Riesz’ representation theorem, there is a unique random variable Z; in the Hilbert space
L? (F;R?) such that <Df(Z) ,7-> = (Z0,7)y = E[(Z0,7),), where 7 () € L? (F;R?) . It was shown, see
the works of Lions [11], see also Cardaliaguet [12], Buckdahn, Li, and Ma [13], that there exists a Boral
function 1 [p,] : R — RY, depending only on the law y, = Pz but not on the particular choice of the
representative Z such that Zy = ¢ [po] (Z) .
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Thus, we can write (2.1) as Vi € L2(F;R?).

F(Po) = f(Pz) = @[] (2),9 = Z)y +o (|- Z]|,) -

We denote 8, f (Pz,y) = ¥ [o] (y), y € R We note that for each € Xy (R?), 9,.f (Pz,) = ¢ [Pz] ()
is only defined in a Py (dx) — a.e sense, where p = P.
Definition 2.3 (Space of differentiable functions in X5 (R?)). We say that the function f € C;'" (X, (R?))
if for all ¥ € L2 (F;R?) , there exists a Py-modification of 9, f (Py, ) such that 9, f : Xz (R?) x R — R?
is bounded and Lipchitz continuous. That is for some C > 0, it holds that
(1) |10uf ()| <C, Ve Xy (Rd) , Vz € R,
(i) 10, f (11, 2) = Ouf (i, )| < C D2y, po) + v —yl), ¥ piy, 1y € Xp (RY), V 2,y € R

We would like to point out that the version of 9, f (Py,-), ¥ € L2 (S’; Rd) indicated in the above
definition is unique (see Buckdahn et al. [13] for more information).
Let ((AZ, 3,5, ﬁ) be a copy of the probability space (2, F, F;, P) . For any pair of random variable (1, 92) €
L2 (f}'; Rd) x L2 (f}'; Rd), we let (1/9\1,1/9;) be an independent copy of (¥1,72) defined on (ﬁ,?, §'"t,i]3).
We consider the product probability space (£2 x 0FRFF e f;"t,T@jS) and setting (1/9\1, 19/\2)(10,13) =
(91 (W), V2(w)) for any (w,w) € £ x Q. Let (u(t),z(t)) be an independent copy of (u(t),x (t)) so that
Tr(t):ﬂAD;E\( #y+ We denote by E ()= IE;’; (+) the expectation under probability measure P and Py = PoX 1
denotes the law of the random variable X.

Let A; be a closed convex subset of R* and A := [0, +00)™ .

Definition 2.4. An admissible continuous control u (-) is an F) -adapted process with values in A;
satisfies supye(o 7y (E |u(t)|") < 0o, n = 2,3,.... We denote by UY the set of the admissible regular control
variables.

Definition 2.5. An intervention control is a stochastic irregular process &(+) of measurable As—valued,
FY —adapted processes, such that the process £(-) : [0, 7] x  — Ay is non-decreasing continuous on the
right with left-limits, with bounded variation and £(0) = 0. Moreover, E(|£(T)|?) < oo for any p > 2. We
denote by U3 the set of the admissible intervention control variables.

Definition 2.6. An admissible combined control is a pair (u(-),&(+)) of measurable A; x As—valued,
FY —adapted processes, such that the process u(-) : [0, 7] x Q — A is regular process satisfies Definition
2.4 and £(+) : [0,T] x  — Ay is an intervention control given by Definition 2.5. We denote by U} x UL
the set of the admissible combined control variables.

2.2. Partially observed optimal intervention control Model

In this paper, we formulate this problem mathematically as a combined stochastic continuous con-
trol and irregular control problem. We study partially observed optimal stochastic intervention control
problem for systems governed by mean-field SDEs with correlated noisy between the system and the
observation, allowing both classical and intervention control of the form: ¢ € [0, T

dz®€ (t) = f(t,z®¢ (t), Pla®s ()], (t))dt + o (t,z¢ (t), Plz® ()], (t))dW (t)
+ fo gt ™€ (1) Pl ()], u (), 0)7 (6, db)

— 24
et (1) P (8)],u ()W (1) + G (D), 24
%% (0) = 2o,
where P[z"¢ (t)] = Po (z* )71denotes the law of the random variable z*¢. The mappings
f [0,T] x R™ x Xo(R%) x A; — R
o ¢ [0,T] x R™ x Xp(R%) x A; — M(R™*%)
c [0,T] x R™ x Xo(R%) x A; — M(R™*%)
g [0,T] x R™ x X5(R%) x A x © — M(R"*9)
G [0,T] — R"
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are given deterministic functions.
Suppose that the state processes z“¢ () cannot be observed directly, but the controllers can observe a
related noisy process Y'(+), which is governed by the following equation

dY (1) = h(t, 2% (t),u (t))dt + dW (t) 25
Y(0) =0, '
where h: [0,7T] x R™ x Ay — R", and W (+) is a stochastic process depending on the control u(-).
Consider the cost functional
T
J(u(),€() = E* l/o 1(t, 25 (t), Pla™ (¢)], u(t))dt (2.6)

+(a(T), Pla™* (1)) + M (t)dg (ﬂ] :
(0,77

Where [ : [0,7] x R" x X3 (R) x A = R, ¥ : R” x X3 (R) — R and E* stands for the mathematical
expectation on (Q,F, Fy, P*) defined by

E*(X) = Epu (X) = /Q X (w)dP" (w).

In this paper, we shall make use of the following standing assumptions.
Assumption (H1) The maps f,o,¢,l : [0,T] x R x Xo (R) x Ay - Rand ¢ : R x X3(R) - R
are measurable in all variables. Moreover, f(¢t,-,-,u), o(t,-, -, u), c(t,-,-,u), l(t,-,,u), gt,-, -, u,0) €
Cp' (R x Xg (R),R) and ¢ (+,-) € Cp' (R x Xz (R),R) for all u € A;.

Assumption (H2) Let ¢ (z, 1) = f(t, @, p,u), o(t, x, p,w), c(t, z, w,w), L(t, x, p,w), g(t, z, p,u, 0), Yz, 1),
the function ¢ (-, ) satisfies the following properties:

(1) For fixed z € R and p € Xo (R), the function ¢ (-, ) € C} (R) and ¢ (z,) € (C;’l(Xg (R?),R). All
the derivatives ¢, and d,p, for ¢ = f,0,c,l,7 are bounded and Lipschitz continuous, with Lipschitz
constants independent of w € A;. Moreover, there exists a constants C (T, m(©)) > 0 such that

Sup |g$ (ta Z‘, ,U, U, 9)| + Sup |aﬂg (ta Z‘, ,U, U, 9)| S C
0co 0co

Sup |g”f (t,x,,u,u,e) - g$ (ta Z'/, ,U/, U, 9)| + Sup |8Itg (t,x,,u,u, 9) - 8#9 (ta Z'/, ,U/, U, 9)|
0co 0co
< Cllz = 2| + Da(p, )] .-

(2) The functions f, o, ¢, g and [ are continuously differentiable with respect to control variable u (-), and
all their derivatives are continuous and bounded. Moreover, there exists a constants C' = C (T, m(©)) > 0
such that

Sup |gu (tv ZC, M? ’LL7 6)' S C

0c0

The function A is continuously differentiable in x and continuous in v, its derivatives and h are all
uniformly bounded which satisfies the following Novikov’s condition:

E <exp B /Ot \h(s,x"f(s),u(s))|2ds]> < . (2.7)

Assumption (H3) The functions G (-) : [0,7] x Q@ — R, and M (-) : [0,T] x Q@ — R are continuous
and bounded.
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Clearly, assumption (H3) allows us to define integrals of the form f[o ) G()d&(t) and f 0.7 M (£)dE(?).

Moreover, under assumptions (H1), (H2) and (H3), for any (u (-),£(-)) € UY x U the mean-field equation
(2.4) admits a unique strong solution x** (t) given by

T8 (t) = xo+ / f(s, %8 (s) ,T[m“’g ()], u(s))ds + o(s, %8 (s), fP[x“’5 ()], u(s))dW (s)

tes, 28 (s), Plz™* ()], u (s))dW (s)
/ / 5,2 (5_), Pl (s_)], u (s) , 0)7 (d6, ds)
+ G(s)d&(s).

[0,7]
We define the FY —martingale «*(¢) which is the solution of the equation
da¥(t) = a™(t)h (t,2“5(t), u(t)) dY (¢), 2.8)
a*(0) = 1. '

This martingale allowed to define a new probability P* on the space (Q2,F), to emphasize the fact that
it depend on the control w (+). It is given by the Radon-Nikodym derivative:
ar"
dP | 5v

= a™(t). (2.9)
From the linear equation (2.8), and by a simple computation, we can get

—exp{/hsa: ,u(s))dY (s ——/|h (s |ds. (2.10)

This type of equations are called Doléan-Dade’s exponential. We note that E*(p(X)) refers to the
expected value of W(X) with respect to the probability law P“. Moreover, since dP* = o*(t)dP, we have

E'(p(X)) = Epu(p(X)) = / (X (w))dP" (w),

Q
/Q (X (w))a (£)dP(w),
= Ep(a(t)p(X)) = E[a"())p(X))].

Applying Ito’s formula, we can prove that sup,c(o 71 E (Jo*(t)[") < +00, n > 1. By Girsanov’s theorem
and assumptions (H1), (H2) and (H3), P* is a new probability measure of density a(¢). The process

—/ h(s, % (s),u(s))ds,
0

is a standard Brownian motion independent of B (-) and z¢ on the new probability space (Q, F, Fy, P¥).
By Radon-Nikodym derivative (2.9), with the martingale property of o*(¢), the cost functional (2.6) can
be written as

T
J(u(-),€()) = E /0 at(B)Ut, 24 (t), Pla™* ()], w(t))dt + a*(T)(*(T), Pla™* (T)]) (2.11)

+ /[O’T] o (6) M (£)dE(t)

The main purpose of this paper is to prove stochastic maximum principle, also called necessary optimality
conditions for the partially observed optimal control of mean-field Poisson jumps.
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Notice that the jumps of a singular control £(-) at any time ¢; denote by A{(t;) = £(¢;) — &(t;—) and we
define the continuous part of the intervention control by

€] (¢ - ) AL

0<t;<t

Here (€| (t) the process obtained by removing the jumps of £(t).

Throughout this paper, we distinguish between the jumps caused by the intervention control £(-) and
the jumps caused by the random Poisson measure at any jumping time ¢.The jumps of z%¢(t) caused by
the intervention control £(+) b

AgxE(t) = G AL(L) = G)(E() —£(L-)), (2.12)

and the jumps of 2%¢(t) caused by the Poisson measure of 7(#,t) by

A, zhE(t) = /@g (t,a" (o), P [z ()] u(t-),0) 7 (do, {t}) (2.13)
_ { g (t, xS (t_), Pla™s(t-)],u(t-),0) : if £ has a jump of size 6 at time ¢.

0 : otherwise,

where 7 (d6, {t}) means the jump in the Poisson random measure, occurring at time t.
Finally, the general jump of the state processes x**(-) at any jumping time ¢ is given by

AxE(t) = 2“8 (t) — 2“8(t_) = DNea™S(t) + Anx“’g(t). (2.14)

3. Necessary conditions for optimal intervention control in Wasserstein space

In this section, we prove the necessary conditions of optimality for our partially observed optimal
intervention control problem of general mean-field stochastic differential equations with jumps. The
proof is based on Girsanov’s theorem, the derivatives with respect to probability measure in Wasserstein
space and by introducing the variational equations with some estimates of their solutions.

3.1. Main results

Hamiltonian. We define the Hamiltonian
H:0,T]xRxXs(R)x A x RxRXxRXxRxR =R,

associated with our control problem by

H(t, o, p,u,®(t),Q (), Q(t), K (t), R(t.0))
= l(t,x,u, )+f(tx:u7 ) (t)+o'(t7xvﬂvu)@(t)
+e(t, w1, u)Q ()+h(txu)K(t)—|—/@g(t,x,u,uﬁ)R(t,G)m(dG). (3.1)

Adjoint equations. We are now ready to introduce two new adjoint equations that will be the building
blocks of the stochastic maximum principle and

—do (1) = [f. (@) + [m)%()}m() () +E (9,5 (1) Q (1)
+e (0Q ) +E[0,2(0Q 1) + 1 (1) + B [0,0(1)]
+ Jo [0 1OV R (,0) + E[ﬁug(t O)R(t,0)||m@o) +n, (KBt (32)
—Q(t)dw (t) — Q(t) — Jo R(t,0)7(d6,dt)

OT) =y (1), Pla(®) + B [ wa( >, [x(T)];x(T))]~
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and

{ —dy(t) =I(t)dt — = (t) AW (t) — K (£) AW (£) — [o R (t,6)7 (d6, dt), 53)

y(1) = o((T), P @),

Clearly, under assumptions (H1) and (H2), it is easy to prove that BSDEs (3.3) and (3.2) admits a unique

strong solutions, given by
T T T .
yt) = (x((T),Pz(T)]) —|—/t I(s)ds —/t z (s)dW(s) —/t K (s)dW (s)

(z(
_/tT/eR(S,G)’ﬁ(dG,ds).

(1) = (@), P +EDE D), Pla(v)]:2(T))]
T
| 020 +E0f0d6)] +0 Q0 +E 0,56 Q)
) <>]+z<> B [9,0(s)]

o
0) R (s, 9)+E[8ug(s 0) R H (d0) + hy ()K(s)} ds

/Q dW //Rsﬁ (d6,ds) .

The main result of this paper is stated in the following theorem.

Theorem 3.1 Let assumptions (H1) and (H2) hold. Let (u*(-),&" ( ),z*(+)) be the optimal solution of
the control problem (2.4)-(2.6). Then there exists (P (), Q (), Q(-), K (-), R(-,8)) solution of (3.2)-(3.3)
such that for any (u,&) € Ay x Az, we have P—a.s., a.e.t € [0,T],

0 < EY[Hy(t,z"(t)P[" ()], u" (t),®#),Q 1), Q ), K (t),R(t0)) (u(t) —u" (1) [ F)] (3.4)
/ (M(t) + G(O)R(t))d (€ —€7) (1) | T}
[0,7]

and

_|_

S
ter ()0 (s) + B [a#a(s)é

+/@[gw (s,
T

+E*

where the Hamiltonian function H is defined by (3.1).
3.2. Proof of main results

Double convex perturbation. To prove our main result, the approach that we use is based on a double
perturbation of the optimal control. This perturbation is described as follows:
Let (u(-),£(-)) € WY x UY, be any given admissible control. Let e € (0,1), and write

u(-) =u*(-) +ev(-) where v(t) = u(t) — u*(t), (3.5)
and

§°(t) = € (1) + £((t) where ¢(t) = £(t) — £ (1), (3.6)

where ¢ a sufficiently small £ > 0. Here (u®(+),£°(+)) is the so called convex perturbation of (u*(-),&"(+))
defined as follows: for any ¢ € [0, 7]

(u(8), €7 (1)) = (u™(8), € (1)) + & [(u(t), £(t)) — (" (1), (1)),

Denote by z°(-) = 2% ¢ (+) the solution of (2.4) associated with (u*(-),£°(-)) and by a(-) the solution of
(2.8) corresponding to u®(-).

We denote by x(+), z(-), a®(+), a(-) the state trajectories of (2.4) and (2.8) corresponding respectively
to u®(-) and u(:).
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Short-hand notation. For simplification, we introduce the short-hand notation
p(t) = @ (a5 (), Pl ()], ult)),
e () = (t,z°(t), P[z°(t)] ,us (1)),

and

9(1,0) = gt x<(t_), P [2€(t2)] ,ult), 0), h(t) = h (L,a"(), u(t)),

g° (t,0) = g(t,x=(t_), P ze(t_)],us(t),0), he (t) = h(t,2(t), us(t)),
where g, h and ¢ = f,0,c,l as well as their partial derivatives with respect to z and wu.
Also, we will denote for ¢ = f,0,¢,l and g :

Oup (t) = Ouep (¢, 2(8), P [(8)], u(t); Z(t)) ,
Oup (t) = Oup (1, (1), P ()], u () ;2(1)) ,

and
Oug (t,0) = 0ug (t,x(t-), P [z(t-)], u(t), 0;2(1))

g (t,0) = 0ug (t,z (1), P[z(t-)],u(t),0;x(t)).
In order to prove our main result in Theorem 3.1, we present some auxiliary results
Lemma 3.2 Suppose that assumptions (H1), (H2) and (H3) hold. Then, we have

limE { sup |2°(t) — x*(t)|2] =0. (3.7)
e—0 0<t<T

Proof Applying standard estimates, the Burkholder-Davis-Gundy inequality, and Proposition A1 (Ap-
pendix), we have

| sup 050 - x*<t>|2]

0<t<T
SE/ 5 (5) = £ (9)] ds+E“/ 0% (5) — 0" () s
+1E/ X (s)] ds+E//|g (5,0) — g* (5,0)° m (d6) ds
2
+E G(s)d (& = &) ()
[0.1]

According to the Lipschitz conditions on the coefficients f, o, c and g with respect to z, u and u, (assump-
tions (H2)-(H3)), we obtain the following estimation:

B| s 550~ OF | < o [ (165~ "0 + 132 0] P ") ]

0<i<T
+Cre®E / 4 (s) — () 2 ds (3.9)
0
+Cre®E [¢°(T) - £1(T) .

Applying the definition of Wasserstein metric Do (-, -), we have

1

Dy (P[°(s)], Pla” (s)]) = inf { [E13(s) = 3 (s)1°] ", for &()," () € L2 (F5RY),
P[a°(s)] = P [#(s)] and P [¢*(s)] = P [ (s)]}

< [E|x€(s) — x”‘(s)|2 ) (3.9)
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By Definition 2.2 and from (3.8) and (3.9), we get

¢
E| sup |z°(t) — x*(t)|2] < CTIE/ sup |z (r) — 2*(r)|* ds + Mpe?.
0<t<T 0 ref0,s]

Finally, applying Gronwall’s inequality, the desired result (3.7) follows immediately by letting & go to 0.
This achieve the proof of Lemma 3.2. O

Variational equations. Now, we introduce the following variational equations involved in the stochastic
maximum principle for our control problem

az(t) = [£» (0 2) + B [0,/ ()2 (0)] + ful®) (u(t) = w (1)) at
|02 (O)Z(8) + B 8,0 ()2 (0)] + ou()(u(t) = w (1) aw (1)
e (0Z(8) + B |8ue ()2 (0)] + e (8) (ult) = ()] aW (1 (3.10)
+ Jo [92(:0)2(0) + B [0,9 (1,6) 2 (0)] + gu(t. 0) (u(t) - u*(1))] 7 (a6, t)

+ G (€ —€) (1),
2(0) =0,

+
+

and

(3.11)

{ den(t) = [ar(D)h(t) + a(t)ha ()Z(E) + a(t)hu(t) (u(t) — w* ()] Y (2),
041(0) = 0.

Under assumptions (H1) and (H2), equations (3.10) and (3.11) admits a unique adapted solutions Z (-)
and «ay (-), respectively.

Lemma 3.3 Suppose that assumptions (H1), (H2) and (H3) hold. Then, we have

() — x(t
lim sup B2 =20 o 2o, (3.12)
e=0p<t<T €

Proof Let 1¢(t) = M — Z(t), t € [0,T]. To simplify, we will use the following notations, for
o= f,0,c,land g :

() = @, (L™ (1), Plat(t)],us(t)),
g2° (t,0) g (6,2 (1), P [2° ()], u* (1), 0) ,
o (t) = Oup(s, (), P [N (1)), us(t); 2(t)),
9,9 (t,0) = Oug(t,z*(t), P [3M° ()] ,u(t), 6;E(t)),

and

2 (s) = a7 () + Ae (77 () + 2 (5)),
2*(s) + Ae(7°(s) + 2 (5)),
e (s) = u* () + Aev (s).

8
>
m
—~

»
~—

Il
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By simple computations, we get

V() = 1/0 [f&(s)—f()]dsﬁ/ [0°(s) — 0" (5)] WV (s)

3
+1 [ - e #2560 -0 0.0
2 [ aaE -1

G(s)d (§—&7) (s)-

(0,2]

Now, we decompose 1 fot [f2(s) — f* (s)] ds into the following parts

1 ! 5 *
> [ o1 s

_ / [F(5,2(5), P [2(5)] .0 (5)) — (5,27 (5), P " (s)] " (s))] s
0

3

= l/ [f(s,2%(s), P [2°(s)] , u™(s)) = f(s,27(s), P[2°(s)],u"(s))] ds

1 € * * €

1 [e (5)],4%()) ~ (5,27 (), P " (5)] ()] s
! c — f(s,2"(s x*(s)],u*(s))]ds
2 [ e (5)], () — F(s,"(5), 2 " (5)] u* ()] .

We notice that

t el
1/ [F5(s) = f(s,27(s), P [x°(s)] ,u®(s))] ds :/0 /0 [fgi"S (s) (v (s) —l—Z(s))} d\ds,

€

L0 - sto0 @2l ds = [ [ B [0 6) 3 + 6] aras,

3

and

1/ [ (s,2(s), P [2(s)] ,us(s)) — f(s,2%(s), P[z* ()], u*(s))] ds
/ / [fu (s, ()], u™ (5)) (u(s) —u*(s))] dAds.

By applying similar method developed above, the analogue approachs hold for the coefficients o, ¢ and
g. Moreover, from (3.6), we obtain

L oewaE -6 - [ asdE-e) s =

€ Jo,¢ [0,1]
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Now, we turn our attention to estimate v°(s), then we get

E | sup |7°(s

s€[0,t]

7 ()|” dMds

oz[f [1e-e

+/0 /0 E [0} (5)7° (s)|" dads

t 1 N
+ / / 02 (5) 7
0 0

“ (s)|* dAds

t 1
+ / / B0} 0(s)7° ()] drds
0 0

t 1
+ / / X< (s)y
0 0

+/O/®/O E|9)¢g(s,0)

“ (s)] dAds

/t /11@8*% ()7 (s))|” dAds
L o

(s)|* dAm (d6) ds

3 (5))|” dAm (d6) ds

+CWE [ sup |7r6<s>|2] |
s€[0,t]

where

0-[ [
[ et

//fuw

o) [
o) Bl

a)\e

—I—// aus,a:sfP
0o Jo

_Ur

2(s)d\ds
f(5)) Z(s)| drds

)]0 (5)) = fu (5)] (u(s) — u*(5)) dAds
)] Z(s)dAdWV (s)

,0(3)) 2(5)] AW (s)

()], v (s)) — 0w ()] (u(s) —u*(s)) dAdW (s)
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v | / [ () 0 ()] 200N (5

// (8°c(s) = e () 2(s)| AW (5)

[ e s 60, P10 ) = e 0] () — 06D AT )
/// — g (5,0)] Z(s-)dA7 (6, ds)

/ / / (9229 (5,6) = 99 (5,6)) Z(s-)] NG (40, ds)

* /0 /@ /0 [9u (5,2(5), P [2(s)] ,u™F (5),0) = gu (5,0)] (u(s) — u*(s)) dNT} (d6, ds).

Now, the derivatives of f,o,c and g with respect to (z, i, u) are Lipschitz continuous in (z, u, u), we get

limE

e—0

sup |7T€(8)|2‘| =0.

s€[0,T)

Note that since the derivatives of the coefficients f, o, c and v are bounded with respect to (z, u, u), we

obtain
t
t){]E/ o (s)|2ds + E | sup |ﬂ€(s)|2]}.
0 s€[0,t]

By applying Gronwall’s lemma, we obtain V¢ € [0, T

gC(t){IE s (70 ]exp{/ C (s }}

Finally, the proof of Lemma 3.3 is fulfilled by putting ¢ = T" and letting € go to zero. O

E | sup |7"(s)|”

s€[0,t]

E [ sup [y°(s)|”
s€[0,t]

Now, we introduce the following lemma which play an important role in computing the variational
inequality.

Lemma 3.4. Let assumption (H1) hold. Then, we have

lim sup E ‘M —ay(t) ’ =0. (3.13)

e=0p<i<T

Proof. From the definition of o* (-) and ay (-), we obtain
o (t) +eay(t) = a*(0) +/ a*(s)h*(s)dY (s)
0
+ 5/0 [ar (s) B" (s) + " (s)ha (5) Z (s) + " ()b (s) (u (s) — u"(s))] dY (s)
— 0" (0) + ¢ /0 o (s)h* (s)dY (s)
+ / a” (s)h(s,x* (s) +€Z(s),u” (s) +ev(s))dY (s)
0
—< [ @ v,
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where
0(s) = /0 [ha(s, 2™ (s) + AeZ(s),u"(s) + Xev(s)) — hy(s)] Z(s)dA

1
+ /0 [ha(s,2%(s) + AeZ(s),u™(s) + Aev(s)) — hy(8)] (u () — u*(s))dA.

Then, we have

af(t) —a™(t) —eaq (t)

= [ o (s)h® (t)dY(s) — 5/ 1(s)h*(s)dY (s)
0 0
- / o (s)h (5,27 (5) + €2 (), u* (5) + ev () dY () + / o ()65 (s) dY ()
0 0

= [ (a%(s) —a” (s) —ear (s)) h° (s)dY (s)

+ / (a* (s) +ear () [A°(s) — h(s,2"(s) +€Z(s),u™ (s) + v (s))]dY (s)

(=)

+ 5/0 aq (s)h(s,x" (s) +eZ(s),u* (s) +ev(s))dY (s)
- 6/0 aq (s)h*(s)dY (s) + E/O a”(s)4g (s)dY (s)

= /0 (o (s) —a* (s) —eaq (s)) h* (s)dY (s)
—l—/o (a”(s) +ea1(s))e5(s)dY (s) —|—8/0 aq(s)05(s)dY (s)
+e /0 o ()65 (5)dY (s),

where

5(s) =h°(s) —h(s,x" (s)+eZ(s),u”(s)+ev(s)),
05(s) = h(s,z™ (s) +€Z(s),u" (s) +¢ ¥

<
—~
&)
~
=
=
—~
©
—

From (3.14), we have

ti(s) = /1 [ha (5,27 (5) + €2 (s) + A(2° (s) — 27 (5) — €2 (s)), v" (5))]
><0(ﬂb“s (s) —a™ (s) —Z (s))dA.
By Lemma 3.3, we have
]E/Ot (" (5) + ean(s)£5(s)|” ds < £°Ce),
here C(e) denotes some nonnegative constant such that C(e) — 0 as € — 0.

Moreover, it is easy to see that

2

el t @@ ()] <L),

0<t<T

and
2

sup E [5 /0 tozl(s)@(s)dY(s)] < 20(e).

0<t<T

(3.14)

(3.15)

(3.16)

(3.17)
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From (3.15), (3.16) and (3.17), we get
E|(05(t) — a*(t) — car (t)[°
chOE|(as(s)—a ) — can(s))? +]E/| §) +can (5))E ()| ds

+£QGKMWWMQ+£g(f<mwmﬁ7
<CAEMH$—w@%wm@F®+C@¥.

Finally, by using Gronwall’s inequality, the proof of Lemma 3.4 is complete.

Lemma 3.5. Let assumption (H1), (H2) and (H3) hold. Then, we have

T ~
0<E [ o010+ 0" DLW O + 0 OE D1 2(0)
o (O (0)(w (6) — (1) dt
+E oy (T)(a (T), P o(T)])] +E[a” (T) ¥, (& (T), P a(T))2 (T)

|

+Epwﬂ 8w (T),P[x(T)]; T (T))] Z(T)
+E/ o (1) M(1)d (€ — € (1).
[0,7]

Proof. From (2.6), we have

0 < QAM@gw»ﬁummsam
_ é[J(us (£),€5(t) — J (u* (), E°(1))]
%[,}(u (1) — J (u” (t),£°(t))]
= J1+3J2

From (2.11), we get
o= S 0,€W0) — T W (0),€)
1 ’ e € —a*
- 1 /0 [0f (1)IE(1) — o (H)I(8)] dt

9
+§E [ (T) (2" (T), P [2°(T)]) — " (T) (" (T) , P [ (T)])],

and by simple computation, the second term J5 being
1 * £ * *
d2 = —[J(W(?),&®)—J W (t),£)

3

1 * 15 * *
- ! [E /[O’T]a (1) M(1)de= (1) — /[07T]oc (1) M ()de (t)] .

Using the Taylor expansion, Lemmas 3.3 and Lemma 3.4, we get
lime'E [of (T) (e (T), P [#(T)]) — o* (T)(a" (T), P [ (7))
= Efon (T)(a(T), P [2(1)]) + a* (T), (@(T), P [2(T)) (T)]
+E [ (1) E [0,4((T), Pla(t)]: (1)) 2 (T)]

15

(3.18)

(3.19)

(3.20)

(3.21)

(3.22)
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and

T
lime'E /0 0f (1)1 (t) — o (H)i(8)] dt

e—0

T ~
_ /0 [on()10) + 0" (O (0)2(1) + o (OE (9, (1)) 2(0) (3.23)
+ " ()b (t) (u (t) — u®(t))] dt

From (3.6), and since £°(t) — £*(t) = e(&(t) — £7(t)), we get

: 1 * £ o a* *
Jo = lim — lE /[O,T]a ()M (£)dee (t) /[O’T] ()M (t)de (t)}

e—=0¢e

. 1 * £ *
= lim - lﬂa /M o (M (DA(E — ¢ ><t>]
~ lim © [IE /M ca* (M ()A€ — € )(t)] (3.24)

—E / o (M)A — €°)(b).
[0,T]

Substituting (3.22), (3.23) and (3.24) into (3.19), the desired result (3.18) fulfilled immediately. This
achieve the proof of Lemma 3.5 . U

Let a(t) = zlgt) then we have

(3.25)

{ dai(t) = {ha(Z () + ha () (u () — u* ()} AW (2),
a(0) =0,

Lemma 3.6 Let ®(-) and Z (-) be the solutions of (3.2) and (3.10) respectively. Then we have

T

T
E“[@(T)2(T)] = E“/O @ (t) fult)(u(t) - ())dHE“/ q(t)ou(t)(u (t) —u(t))dt

T
+IE“/ () eu () (u (1) — w* (1))t — 1143“/ 2t 9,0 ())dt
//Rt&gutG (£) — u(8))m (dO) dt
+E/O DHGHA(E - €)(1), (3.26)
and
T
E*[y(T)a(T)] = E“/O K () [hae (£)2(t) + ho () (u (1) — u*(t))] dt.
T~
_E /0 & () 1(t)dt. (3.27)

Proof. By applying 1td’s formula to @ (¢)Z (), y (t) @ (t) and taking expectation respectively, where
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Z(0) = 0 and @(0) = 0, we obtain

First, note that

ﬁc\

@t +B [0,/ (0Z0)] + fuld)(w (t) = u* (1)) at

/0 T<I> €0,

dt+E“/0Tq>()fE[a It )i(t)} at

N
N
>9<

T
/0 B (1 wO+E [ eOcaAE—¢)0.

We proceed to estimate I (T'), From equation (3.2), we have

T
- E“/O 2, () d (1)
T

_|_
T
)
8
=
>
S—
=
—~
>
S—
_|_
=
AS
Q)
=
>
S~—
=)
=
>
il
—_
’:2
>
S—
_|_
>
8
<
N—
=
—~
=
| I
Q.
~

17

(3.28)

(3.29)

(3.30)
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By simple computation, we have

T T L
I (T) = —E* /0 Z(t) fo (t) ® (£) dt — B /0 Z(t)IAE[é)H f(t)@(t)} dt

T

T
B [ 20 (1) Q)dE — B /0 2B

T T

2(t) o (1) Qt)dt — B /0 2 (t)E {8M6(t)5(t)} dt (3.31)

T T
Z,(t)lx(t)dt—IE“/ 2 (0 [0,70)] dt
0

T
JRC

T

—

8,5 (1) @(t)} dt
— Ev

— E*

@

— E*
—E*

S— o — S— S—

@

(1) gx (t,0) R (t,0) m (d6) dt
Z(t)ﬁ[a (t,0) R (1, 0)} (d9) dt
T
_E /0 2 () h (1) K (1) dt.
Similarly, we can obtain

T fa ~
I3(T) = E“/O Q) [agg(t)fz,(t) +E [@La(t)Z(t)} Fou(t)(u(t) - u*(t))] @t (3.32)
+E" /OT Q(t) [cr(t)Z(t) +E [(%c(t)i(t)} +eu(t)(u(t) — u*(t))] .

and

T —~ ~
_ R /0 /@ RA(t,6) 52 (1,0)2(0) + & [0 (1,6) 2 (1)] + g0 (1, 6)(u (1) — u” (1)) m (d6) e (3.33)

Now, by applying Fubini’s theorem, we obtain

/ ) Z( t): dt:EU/OTZ(t)E 0, f (£)d(t )] , (3.34)
/ (B [0,5 (12 (1)] dt = B / LB 9,00Q(0)] a1 (3.35)

_ ; _
/ HE [9,2() 2 (1) dt =B / TZ(t)E _8Mc(t)5(t)} dt, (3.36)

_ ; _

and
]E“/T/ R(t,a)lﬁ[aﬂg(t, m (d6) dt = ]E“/ /z #g (t,O)R (¢ 0)}m(d0)dt. (3.37)
0 ©

By substituting (3.29), (3.31), (3.32) and (3.33) into (3.28), with the helps of (3.34), (3.35), (3.36) and
(3.37) the desired result (3.26) follows immediately.

By applying Itd’s formula to y (¢) @ (¢) and taking expectation, we get

T T

E* [y (T)@ (T)] = E* / y (1) da (1) + E / & (1) dy (1)

0 0
T
LR /0 K (8) {ha()Z (1) + ha () (u (£) — u* ()} dt (3.38)
= J1(T) + Jo(T) + J5(T),



OPTIMAL CONTROL OF MEAN-FIELD JUuMP SYSTEM WITH NOISY OBSERVATION VIA L-DERIVATIVES 19

where,

=~
3
I

T
B /0 y (1) da (1) (3.39)

T —~
E“/O y () (ha(H)2(1) + hu(t) (u () — u*(2))) AW (1),

is a martingale with zero expectation. Moreover, by a simple computations, we get

T T
Jo(T) = E“/O a(t)dy(t) = —E“/O a(t)(t)de, (3.40)

and ’
J3(T) = ]E“/O K (t) [ha(8)Z(t) + hy(t) (u () — u*(t))] dt. (3.41)

Substituting (3.39), (3.40), (3.41), into (3.38), the desired result (3.27) fulfilled.
Proof of Theorem 3.1. From Lemma 3.5 and based on the fact that y (T) = i (2®¢ (T), Plz®¢ (T)]),

and @ (T) = 1, (a™ (T) , Pla™€ (7)) +E [0,0(F (T) P& (T)); (7)) we have

T o~
0<E /0 [m () 1(E) + o () ()2 () + o (OB [0,1(8)] 2(t) + o (£) 1 (£) (u (t) — u*(t))] dt
+E[a (T)y(T)] +E[a" (T) @ (1) 2 (T)]

+ ]E/ o (t) M(t)d (€ — &%) (¢). (3.42)
[0,7]
Since
Elai (T)y(T)] = Elo"(T)a(T)y(T)] =E*[a(T)y(T)],
Ela™ (T) @ (T) 2 (T)] E* [@(T) 2 (T)],

E/ a” (t) M(t)d (§ —£7) (1) E* M(t)d (£ —¢") (1)
(0,77

(0,77

Finally, by substituting (3.26) and (3.27) of Lemma 3.6 into (3.42), we get
0< E/OT * (1) [® (8) fult) + Q (8) oult) + G (1) cult)
+ /@ R(1,0) gu(t, 0)m (d6) + K(t)h (1) + lu(t)} (u () — u* (1))t (3.43)
+ ]E/wm o () (M(t) + @(H)G(1)d (§ =€) (B).

This completes the proof of Theorem 3.1. (]

4. Application: Conditional mean-variance portfolio selection problem associated with
interventions

In this section, we study a conditional mean-variance portfolio selection problem in incomplete market,
where the system is governed by Lévy measure associated with some Gamma process and an independent
Brownian motion. The Gamma process is a Lévy process (of bounded variation) (I'(t)),~ , with Lévy
measure given by

—x

e
p(dz) = 7X{m>o}dx~ (4.1)

It is called Gamma process because the probability law of T'(+) is a Gamma distribution with mean ¢ and
scale parameter equal to one. The Lévy measure p(dx) dictates how the jumps occur.
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Let (I'(t)),eo,r) be @ R-valued Gamma process, independent of the Brownian motion W(-). Assume that
the Lévy measure u(dz) corresponding to the Gamma process I'(-) has a moments of all orders. This
implies that f(75 5 el?lp(dx) < oo for every 6 > 0 and Je(z® A1)p(dz) < oo. We assume that Fy is P—

augmentation of the natural filtration fﬂEW’F) defined as follows

FWD — Wy o (T(r) 1 0 <7 <t} V Fo,
where FV := o {W(s): 0 < s <t}, Fy denotes the totality of P*—null sets and F; V Fo denotes the
o-field generated by F1 UFs. We denote by AT'(7;) = T'(7;) —T'(7;-) the jump size at time 7;. We denote

by D7 (t) =Y gcaes (AI‘(S))j :j:1,...,n the power jump processes of ' (-). By using Fzponential formula
proved in Bertoin [33], we obtain

Let T'o(n) Gamma function defined by To(n) = [; o0 gn—le=2dy, and gor i(1)(t) © the moment generating

function ¢, ) (t) = E*(exp(tI'/ (t))). Now, based on cp(rj)(t)(O) = ( (t) k) we deduce

+oo
E" (exp(iV(t))) = exp {t/o (exp(ifz?)

E (T9()) = @pay(0) = tho(j) = (G — Dt :j: 1,.m

Now, we proceed to obtain V% (T¥(t)), then we have
Vi, (@) = E' ()] - [E@®)

= brip® ~ [ ©)]

+oo )
t/ 2P le " dy
0

= tFO(zj)v .] : 1,...,7’l,

Let
DI(t) —E* (D9(1)  Docect (AT(9))" = (G = D)
Vi, (T7(2)) tLo(25) ’
then we have E* (£7(t)) = 0 and V¥, (£7(t)) = 1.
Derivatives with respect to measure in the sense of P.L. Lions. Let (I'(t)),~, be Gamma process with
Lévy meabure () given by (4 1). We give some examples. -
L IF®(u) = [z o ) then the derivatives of ® (1) with respect to measure at z is given by

0,8 (1) (2) = 5 (2).

2. If @ () = [z o w(dx) then the derivatives of ® (u) with respect to measure at z is given by

LI(t) = jil,..n (4.2)

0, (1) () = 5 o)+ [ 5E(an) () ).
x R
Conditional mean-variance portfolio selection problem with interventions. In this section, we study a con-
ditional mean-variance portfolio selection problem in incomplete market with interventions. As example,
foreign exchange interventions are conducted by monetary authorities (Bank or minister of finance) to
influence foreign exchange rates by buying and selling currencies in the foreign exchange market.
Suppose that we are given a mathematical market consisting of two investment possibilities:
A risk free security, (bond) where the price Sp(t) evolves according to the ordinary differential equation:

{ dSo (t) = 7o(L)So (t) dt, t € [0,T],

S (0) >0 (4.3)
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where I; is a factor process with dynamics governed by a Brownian motion B(-), assumed to be non
correlated with the Brownian motion W(-). We shall assume that the natural filtration generated by the
observable factor process I; is equal to the filtration F2 generated by B(-). Notice that the market is
incomplete as the agent cannot trade in the factor process. The map 7, (-) : [0,7] — Ry is a locally
bounded continuous deterministic function.

A risky security (stock), where the price Sy (¢) at time ¢ is given by

dSy (8) = S1 (1) [(s(Le) + 7o (L)) dt + o (L)dW ()] + d&(t) + 327, £7(8), (4.4)
Sl (O) > 07 .
where £7(t) is the power jump processes of I' () given by (4.2).
Now, in order to ensure that Sy (¢t) > 0 for all ¢ € [0,T], we assume the functions ¢(-) : [0,7] — R, and
o(+) : [0,7] — R are bounded continuous deterministic maps such that

¢(Iy), o(Iy) # 0 and ¢(I;) — vo(Iy) > 0, Vt € [0,T].

Let 2(0) = x¢ > 0 be an initial wealth process. By combining (4.3) and (4.4), we introduce the wealth
dynamic

{ da(t) = vo(Le) (x(t) — £(1)dt + u(t) [¢(L)dt + o (L)dW (£)] +d&(t) + 327, L7 (B), (45)

2(0) = xo.

where v, (I¢) : is the interest rate, ¢(I;) : is the excess rate of return, and o(I;) : the volatility (or the
dispersion) of the stock price with o (I;) > ¢ for some € > 0.are measurable bounded functions of I;. The
process u = u(t) (the regular control process) represents the amount invested in the stock at time ¢, when
the current wealth is z(¢) and based on the past partially observations 2 of the factor process, £(t) is
the intervention control.

The objective of the agent is to minimize over investment strategies a cost functional of the form:

J(u(-), () = E BVZT (@(T) = &(T) | B(T)) = E*(«(T) = &(T) | B(T)) |, (4.6)

for some 6 > 0, with a dynamics for the wealth process x(t) controlled by the amount u(t).
If we denote 2(t) = x(t) — £(t) — >27_; £7(t), then the dynamic (4.5) has the form:

{ dz(t) = vo (L) z(t)dt + u(t) [s(I;)dt + o(I)dW (t)], (47)
z(0) = wo. .
and the cost functional J (u(-),&(-)) has the form

J(u(-), () = E EVZT (2(T) | B(T)) = E“(2(T) | B(T))| , (4.8)

where E*(z(t) | B(t)) is the conditional expectation and V¥ (z(t) | B(t)) is the conditional variance with
respect to P*. We note that the law of total variance is given by

Var (2(8)) = Vg, (2(8) [ B(®)) + Vg, [E“(2(2) | B(t))] -

By applying similar arguments developed in Pham [14], Li and Zhou [34] the optimal intervention control
u*(t) of (4.7)-(4.8) is given in feedback form:

w) = SEECO|B0) - 0] (4.9)
s(e)
0'2 (It)ct

%bt — B (27(t) | B(t))]

_|_
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where z(t) is given by Eq-(4.7), and ay, by ¢; satisfy the linear BSDEs: t € [0, T

day = [SHE — 290(I)as| dt + ZpdB(b), ar =0.
b, — [;22((53‘;; - vo(It)} dt + ZPdB(t), by = —1. (4.10)
dey = | S = 290(1) | eudt + ZaB(0), er = 4.
The explicit solutions of the above equations are given by
a; = 0, Vtel0,T],
T
b, = E“ [—exp/ Yo(I)ds | FE .
t
u d ’ §2(IS) B
Ct = E [5 eXp/t (270(19) - JQ(IS))dS | S:t ’ (411)
Hence, substituting (4.11) into (4.9) yields
u*(t) (o) [x exp </t7 (I )dT) —z2"(t) (4.12)
(L) [y T |
1 (" P(I) bl (/t ) lbtl]
- — ex I)dr )ds+ —]|.
2/0 20’2(175) Cs p 0 70( ) Ct
Finally, we deduce that the optimal control of the problem (4.5)-(4.6) is given in feedback form
* §(It) ¢ * - J
u*(t) o2y |Foe® | [ volda)ds | —a(t) +E() + > L) (4.13)
0 =
1" 2(1) |bs ¢ |be
- I, Sy
2 /0 202(T,) s 7 /0 Yollr)d7 Jds + 7
Now, let £*(t) be F} —adapted process satisfies Theorem 3.1, then for any £(-) € UY we get
B | [ () + GBI (0) | 57
0,7]
< B[+ Gmem |57
0,7]
We define a subset £C x [0,T] such that
E={(t,w) €[0,T] x Q: M)+ G(t)®(t) >0}, (4.14)
and let £(-) € UY defined by
[ 0:if (t,w) €€,
de(t) = { de" (1) : if (t,w) € E, (4.15)

where € is the complement of the set & We denote by x¢ the indicator function of €. By a simple
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computations, we get

/[0 . (M(t) + G (t)d (£(t) — €"(1) | 77

= ]Eu

/ (M(t) + GO (t))xe (t,w)d (=€) (1) | F)

(0,77

+E*

/[0 . (M(t) + GO (t))xz(t,w)d (€5 =€) (1) | F)

= —E* V (M(t) + G(6)(t))xe (t, w)de™ (1) | T}
(0,77

This implies that £*(-) satisfies for any ¢ € [0,T] :

E* V[O . (M(t) + G(t)(b(t))xe(tw)df*(t)] o
From (4.14) and (4.15), we can easy shows that the optimal intervention control has the form:

£ (t) = £(t) —|—/0 xz(s,w)ds, t €[0,T].

Finally, we give the explicit optimal portfolio section strategy for systems governed by Lévy measure
associated with some Gamma process in feedback form by:

u*(t,z*) = ;2(33) Zo exp </0 ’}/O(I-,—)d’r) —x*(t) + &(t) + ZLj (t)

3 ] At oy ([t 4]
&) = /OtXE(Saw)dS‘Ff(t),tE[O,T].

. oy (AT(s)Y = (G =1
Li(t) = ZO_(_(tI‘E)();j) U )t,jzl,...,n.

5. Discussion and Conclusion

In this paper, a new set of general mean-field type necessary conditions for a class of optimal stochastic
intervention control problem for partially observed random jumps on Wasserstein space of probability
measures has been established. Girsanov’s theorem and the L-derivatives with respect to probability
law are applied to prove our main result. Conditional mean-variance portfolio selection problem with
interventions is investigated. In order to assess the effectiveness of interventions, it is helpful to identify
the motives of the government (or banks) activities in this area. Apparently, there are many problems left
unsolved, and one possible problem is to obtain some optimality conditions for partial observed stochastic
optimal intervention control for systems governed by general mean-field backward stochastic differential
equations with Lévy process with moments of all orders with some applications to finance.
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Proposition Al. Let § be the predictable o—field on € x [0,7T], and g be a § x B(0©)—measurable

function such that E fOT Jolg (s, 0)|* m(df)ds < oo, then there exists a two positive constants ¢; (T, m(©)),
and Co(T,m(©)) that depend only on T and m(©) such that

T t 2
o1 (T, m(©))E /0 /@ 9O mdoyds| < E| sup /0 /@ g (5,0) (d0, ds)
T
< a@m@)E| [ [ la00)P masas

Proof. See Bouchard and Elie [26, Appendiz], Proposition 5.1, with p = 2).
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