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1. Introduction

This paper is a sequel to [35] in which the convergence of symmetric, continuous time stochastic differential games to mean
field games was analyzed. Here the goal is to complement the convergence results by deriving large deviation principles (in Laplace
form) for the sequence of Nash equilibrium and the associated state processes. Let us briefly describe the stochastic differential game
we consider, in its non-cooperative version. The cooperative case is discussed in the last section of the article. Let d € N be fixed and
let (2, F,P) be a probability space which is rich enough to carry a (fixed) sequence of d-dimensional independent Brownian motions
(W);»,. Given N € N and T > 0, consider the filtration FV := (FN),¢[o7, which is the P-completion of o(W/,s < ,i = 1,..., N).
Without further mention, we will always use the identification

w=w!, F,EP} and F =T
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Given two functions f and g, the cost that agent i seeks to minimize, when the strategy profile of the N players is ¢ := (a!,...,a")

is

>

T . .
J@ia) = J) :=E [ / X% LY (X a)dt + (X5 LN (XD)).
0

where we denote

—i 1 i—1 i+]

xi=(x, X T x ,....,x™¥) and §:=(x1,...,xN)

and where the position X" of player i is given by the controlled diffusion

dX;® = b(1, X% al, LN (X}, 0))di + 0d W], X*=x€R’, w

¢ € N. The term LN (X ,g a,) models the interaction between the players. We assume that the players are in weak interaction through
the empirical distribution of both the states and the strategies of the whole system. That is, we let

N
1
LV = — Y6y
N i=1

It is interesting to notice that in this model, the players interact not only through their respective states (or positions) X’¢, but
through their controls «' as well. The admissible set .A of the controls is defined as follows: given m € N and a closed convex set
A CR™, we let

T
A = {a [0, T1X 2 — A, IE‘N—progressive such that ]E[/ |ac,|2 dt] < oo}.
0

As usual, one is interested in a Nash equilibrium & := (&', ...,&"). That is, admissible strategies @', ...,a&") such that for every
i=1,...,N and a € A it holds that

JH@) < J(@a; @)

Denoting by P,(RY xR™) (respectively P,(R?)) the set of probability measures with finite second moment on R” xR" (respectively
R?), one formally associates the above N-player game to the following mean field game: Given a flow of distributions (&),cf 7 With
& € P,(RY x R™) with first marginal y, € P,(R”), consider a solution & of the control problem

. T
inf B[ 7. X7 @&t + (X )
dXy =b(t, X7, a,&)dt + cdW,, Xg =X.

Hereby, 2 is the set of admissible controls for the mean field game is defined as
T
A= {a 1 [0,T] x 2 — A, F-progressive such that IE[/ |a,|2 dt] < oo},
0

A mean field equilibrium is a strategy &° € 2 satisfying the fixed point (or consistency) condition

& =L(x¥,&) forallr.
Such a mean field game is usually referred to as “mean field game of controls” or “extended mean field game” and has been
introduced by Gomes et al. [28,29]. The interest in this type of mean field games quickly blossomed, mainly due to their natural
applications in economics and finance, see e.g. [8,15,32] or [30, Section 3.3.1] and energy production models [1,31].

When the interaction among the players is through the state only, a rigorous connection between the N-player and the mean
field game was first established by Lacker [33] and Fischer [25], proving compactness results for sequences of Nash equilibria,
using relaxed controls. Cardaliaguet et al. [7] used existence and regularity properties of solutions of the so-called master equation,
a PDE on the space of probability measures characterizing the mean field game to prove convergence results for the value functions.
Moreover, under proper smoothness conditions on the solution (when it exists) of the master equation, Delarue et al. [18,19] further
analyzed the mean field game limit for the state processes at equilibrium of the game with common noise. Notably, Delarue et al.
[19] derive the large deviation principle for closed-loop equilibria.

The mean field game limit in the present context, where interaction is also through the control, was first proved by Lauriére
and Tangpi [35]. In this setting we should also mention results by Possamai and Tangpi [39] for games in the weak formulation
and Djete [22] using relaxed controls. In the nutshell, it was proved in [35] that when the coefficients of the game are sufficiently
regular (see the proper statement below) and the N-player game admits at least one Nash equilibrium, then this Nash equilibrium
converges in the IL?-sense to a mean field equilibrium. The aim of the present work is to make a finer analysis of this convergence
result by deriving large deviation principles both for the Nash equilibrium and the state processes of the players at equilibrium. We
will recall the concept of large deviation principle (LDP) in Section 2; but note already that this allows to quantify the probability
that the Nash equilibrium does not converge to the mean field equilibrium, a rare event in view of the results in [35]. Our main
results (presented in the next section) state that if in addition to the convergence assumptions of [35] we assume that a certain
(master) equation admits a Lipschitz-continuous solution, then the Nash equilibrium satisfies the LDP. In contrast to Delarue et al.
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[19], our model includes interaction of the players through their controls, but also deals with open-loop equilibria. In addition,
we propose a totally different proof, one that is based on forward backward stochastic differential equations (FBSDE) and their
decoupling fields. We will elaborate more on the idea of proof in the discussion following the statement of Theorem 3. Note that
this method seems versatile enough to be applied to the LDP of cooperative games.

When the players jointly optimize the cost function

N T
1 QN i@ N e
ﬁsz[/O F@. X% el LV (X a))dt + g(X75 LY (X))

we obtain a “central planner” problem (or cooperative game) which has been showed to converge to a stochastic control problem
of McKean-Vlasov type, see [21,34,35]. The analysis of the LDP in this case follows the same steps as in the non-cooperative game
described above. To avoid repeating the proof, in the case of cooperative games we focus on a linear-quadratic game and again
derive an LDP, see Section 4 for details.

In the next section we make precise the assumptions used in [35] as well as the additional assumptions needed for the LDP and
state the main results of the paper, Theorems 2 and 3. The proof of these results is the subject of Section 3. In the last section of
the article we consider the case of cooperative stochastic differential games, and restrict ourselves to the linear-quadratic case.

2. Setting and main results

This section is dedicated to the presentation of the main results of this article. That is, the large deviation principle for stochastic
differential games. We will focus here on the case of non-cooperative games. The cooperative case will be discussed in the last
section. The setting is exactly the same as that of [35]. We recall it here for the reader’s convenience. Throughout, we denote
the set of probability measures with finite second moment on a Polish space E by P,(E), and we equip it with the second order
Wasserstein distance denoted W, (&, &) for &, &' € P,(E), and defined as

W3(£. &) :=inf // d2(x, y)n(dx,dy)
7 JJEXE

where d is the distance on E and the infimum is taken over coupling of (¢,¢&’), i.e. probability measures = on E x E with first and
second marginals ¢ and &' respectively.® We also denote by P(E) the set of probability measures on E and equip this set with the
weak topology. We denote by d,h,d, 4 the partial derivatives of a function 4 in the variable of a € R”,x € R”. For x,y € R/, we
denote by xy the inner product of x and y for simplicity.

Recall that a function I' : P,(R°) — R (with e € N) is L-differentiable if there is a continuous function 9;I" : P,(R) x R* — R
satisfying the following two properties:

- for every &,& € P,(R®) it holds
1
rEe-re)= / / 0: T ((1 = g +1&) ()& — &)dx) dt
0 JRre
* 0. I is uniformly of quadratic growth on compacts: That is, for every compact set K C P,(R¢), there exists a constant C > 0
such that 9, I'(&)(x)| < C(1 + |x|?) for all £ € K and x € R°.

see for instance [2,36] or [12, Chapter 5] for further details. In particular, the derivative is uniquely defined, up to an additive
constant. In the rest of the paper, we will use the notation d:4,9,h and 9,4 for the L-derivative of a function 4 in the variable of
the probability measure & € P,(RY X R™), u € P,(R?) and v € P,(R™), respectively.

Throughout the paper, C denotes a generic strictly positive constant. In the computations, the constant C can change from line
to line, but this will not always be mentioned. However, C will never depend on N. Consider the following conditions:

(A1) The function b : [0,T] x R x R" x P,(R’ x R") = R is continuously differentiable in its last three arguments and satisfies
the Lipschitz-continuity and linear growth conditions

b0t x,0.£) = bit. X', £ < Ly (1x = | +1a = a'| + Wy(&. &)
) 12
Ib(t,x,a,é)lSL;,<1+IXI+Ia|+(/ ol &) )
RE+m

for some L, >0 and all x,x’ € R?, a,a’ € R", t € [0,T] and &,&" € P,(R? x R™).
The functions f : [0,7] X R x R” X P,(R x R”) - R and g : R? x P,(RY) — R are of quadratic growth:

rexadl <L+ P +laP+ [ ol @)
RE+m
gl < Ly (1+ Ix + /W o u(do) )

for some L;,L, > 0 and all x € R”, a € R", 1 € [0,T], £ € P,(R” x R") and y € P,(R”). Moreover, f is continuously
differentiable in its last three arguments and g is continuously differentiable.

3 When E is R for some e € N, d;; is taken to be the usual Euclidean distance.
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(A2) The functions b and f can be decomposed as
b(t,x,a,8) 1= by(t,x,a, p) + by(t,x,§) and f(t,x,a,8) = fi(t, x,a,p) + fr(t,x, &) )
for some functions b, b,, f; and f,, where y is the first marginal of &.
(A3) Consider the Hamiltonian
H(t,x,y,a,&) = f(t,x,a,&) + b(t, x,a,&)y. 3)
There is a constant y > 0 such that
H(t.x.y,a,6) = H(t.x,y.d &) — (a— a)0,H(t.x.y.d' . &) > y|la = d'|’ )

and the functions x = g(x, u) and (x,a) = H(t,x,y,a,&) are convex for all a,d’ € A, (1,x,y,&) € [0, T] x RY x R? x P,(RY x R™).
In addition, the functions 0,H(,,,,), 0, H(t,-,-,-,-) and d,g(-,-) are Lipschitz-continuous with Lipschitz constant L 7 and of
the linear growth:

10 H (%, 03,81 < Ly (14 1]+ 6]+ (Jr 0P utd)) ')
102H (1,%,0, 3,01 < Ly (14131 + lal + 9] + (fuesn l0Pe@0) )
108Gkl < Ly (14 1x1 + (e 0P utdon'/? )
for all (7, x,a,&) € [0,T] X R? x A x P,(R” x R™), where y is the first marginal of &.
(A4) For every (t,x,a,&) € [0,T] x RY x A X P,(R” x R™) and (u, v) € R’ x R” we have
[0:b(t, x, a, &), v)| < Ly
5 1/2
10272, %,0, 0w, )] < Ly (1 lul + Ix] + ( fy 1P @0))
5 12
10,8Ce i@ < Ly (14l + [x] + (foe [0Pucdn)) )
where y is the first marginal of &.

(A5) The matrix o is uniformly elliptic. That is, there is a constant ¢ > 0 such that

(66'x,x) > c|x|> for every x € R”.

The conditions (A1)-(A5) are essentially regularity and structural conditions on the coefficients of the game. In [35], these conditions
are imposed to guarantee convergence of the Nash equilibrium of the N-player game to the mean field equilibrium of the associated
mean field game. In particular, (A2) is needed due to our method which is based on deriving representations of equilibria in terms
of the state process and some adjoint processes. Such decompositions are typically used in the literature, see e.g. Carmona and
Delarue [11]. The following is [35, Theorem 1].

Theorem 1. Let conditions (A1)-(A5) be satisfied. Assume that the N-player game admits a Nash equilibrium & € AN. Then there is
6 > 0 such that if T < 6, for each i = 1,..., N the sequence (&) converges to an admissible control & which is a mean field equilibrium
and it holds that

Al Al 2
]E[|a;’N — & 1<Cry e
for all N € N large enough and some constant C > 0 where, ry ,, , is a rate depending on N, m,¢ such that ry ,,, 1 0 as N — co.

The case of arbitrarily large time is treated in that paper under additional monotonicity conditions as in Theorem 3 below. In
order to derive a large deviation principle, we will strengthen the growth conditions on the derivatives into boundedness conditions,
and more importantly, require the master equation to admit a Lipschitz-continuous classical solution.

(A6) The functions d,g, d,g, d,f and d; f are bounded.

(A7) There is a measurable function such that

A(t,x,y, u) € argmin H(t, x,y,§, a),
ac€A

where u is the first marginal of ¢. Consider the function ¢, : P,(RY x RY) - P,(RY x R"™) given by

@& = Eolidy, Alt, -, u))™" 5)
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where id, is the projection on R? and u the first marginal of & and the functions
B(t,x,y.8) 1= b(t,x, At x, y, 1), 9,(8)),  G(x, ) = 0,8(x, ).

and
F(t,x, .8 1= 0,f(t,x, At x, y, 1), @, (8)) + 0, b(1, X, Alt, x, y, 1), 9,(8)) y

where y is the first marginal of &. The following PDE* admits a (classical) solution ¥ : [0,T]x R? x P,(R?) — R? which is
Lipschitz-continuous in its second and third arguments uniformly in #:

oV, x,u)+ 0.V, x, W)B(, x,V(t,x, 1), E+ %tr(axxV(t, x, u)oc’)
+F(t,x, V(t,x,u),8) + /Rd 0,V (. x, 3B,y V(t,x, u), Eu(dy)

+ Joa 310(0,0,V (6,5, (Y)o0’) udy) =0,  (t,x, 1) € [0,T) X RY X Py(R”)
V(T, x, u) = G(x, p), (x, 1) ER? x Py(RY)

6

where £ is the joint law of (y, V (¢, y. u)) when L(y) = u.

The main result of the present work is a refinement of Theorem 1 into a LDP both for a Nash equilibrium and the state processes
at equilibrium. It is well-known by the celebrated Varadhan-Bryc equivalence, given in [5,20] (see also [23, Section 1.2]) that the
LDP is equivalent to the so-called Laplace principle which can be stated as follows: Given a function I : P(E) — [0, oo] with (weakly)
compact® sublevel sets {y € P(E) : I(u) < a} called a (good) rate function, a sequence of measures (u")ycy on the Polish space E
satisfies the Laplace principle (in the weak topology) if for every bounded continuous function F : P(E) — R it holds

. 1 .
Jim —— loa(B [exp-NF(u"D]) = inf (F()+ ().

In the statement of the result we use the following notation:

The set U is defined as the set of (2, F, P),(F),epry- 4 W) such that the pair (22, F, P),(F,)ejo.r7) forms a stochastic basis
satisfying the usual conditions and carrying the d-dimensional Brownian motion W and u is an R?-valued (F,) (o r|-progressive

process satisfying E [ fOT |u,|2dt] < o0.

By C¢ we denote the space of continuous maps from [0,7] to R¢.
The map B : [0,T] x RY x P,(R?) — R? is defined as

B(t,x, u) 1= B(t, x, V(t,x, ,u),ﬁ()(,V(t,;(,y))) 7)

where y € L2(Q, F,P) is an R”-valued random variable with law £(y) = pu, with B defined in (A7).
The map ¥ : [0,T] X P,(RY) = P,(R™) is defined as

Wt p) = po ALVt ) ) ®

Theorem 2. If the conditions (A1)-(A7) are satisfied and the N-player game admits a Nash equilibrium &, then, there is a constant
¢(Ly, Ly, L,) depending on (the Lipschitz constants of) f, b and g such that if T < c¢(L,, Ly, L,), then the following hold:

(i) The sequence (LN (X' ay) v satisfies the LDP on P(C?) with rate function®

T
E l/ |u,|2dz], 9 e PC’) ©)
0

10) = inf [
ueV law(X")=0 |2

where d X = (B(t X!, LX) + 0w, ) di + 0 dW,.
(ii) If in addition, the functions A : [0,T]xR? x RY x P(RY) = R" and V : [0,T] x RY x P(RY) — R’ are continuous on R x P(R?)
for all t € [0,T], then the sequence (LN (@) satisfies the LDP on P(R™) with rate function

I,(v) = inf 1), vePR",
0EP,(CY): P (1,0,)=v

where 0, is the time t marginal of 6.

In summary, Theorem 2 tells us that when the coefficients b, f and g of the game are sufficiently regular, the Hamiltonian
satisfies a certain convexity condition and the master equation corresponding to the mean field game admits a Lipschitz-continuous
solution, then, not only that any sequence of Nash equilibria converges to a mean field equilibrium, but in addition the sequence

4 Note that the term tr(d, V(z,x,u)oc’) is to be understood coordinate-wise, that is, putting V = (V!,...,V))T we write tr(d, V(, x,u)oc’) =
(tr(dxxV’(t,x, y)ao’)),. The term tr(d,0,V (,x, u)oc’) is to be understood coordinate-wise similarly.

5 Also see [17, Theorem 4.1] for cases under which the compactness condition can be removed.

® We use the convention inf §§ = co.
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of Nash equilibria satisfies the LDP. The condition pertaining to existence and Lipschitz-continuity of the solution of the master
equation (6) (i.e. (A7)) is the only hard-to-check condition we impose here. That being said, conditions guarantying existence and
uniqueness of the master equation are given by Chassagneux et al. [16] and Cardaliaguet et al. [7]. These authors study for instance
the equation arising from a mean field game (albeit without interaction through the controls) in [16, Section 5]. In Section 3.2
below we discuss an example for which the equation is known (from the work [16]) to have a Lipschitz-continuous solution. Let us
also refer to [3,9,26,37] for more recent results on the existence of the master equation. Moreover, let us observe that [19] make
similar assumptions, to ours, and additionally assume the Hamilton-Jacobi-Bellman system characterizing the N-player game to
have well-behaved (classical) solutions. Finally, observe that the rate obtained here is very similar to the rate function given in
terms of weak solutions of McKean-Vlasov equations first derived in [6].

The limitation in the above theorem is to assume 7 small enough, a condition which is needed to guarantee some FBSDE
estimations. We can get around the smallness condition by imposing additional monotonicity-type conditions on the parameters. In
fact, consider the following condition:

(A8) With the function A defined in (A7), the drift b satisfies the monotonicity condition
G = X%, A, 3, 0,8 = b0, A X300, ) < =Kylx =¥ (10)

and the functions b, H and g satisfy
0= (3 A% 3 10, = bt %, A, Y 0.9 ) < =Ky = ¥/
(x - X')(axH(ls X AW X y, 1), &) — O H (1, x, At x, y, ), 5)) < -K|x - x| 11
(= x) (0806 1) = 0,8, ) = Klx = ]

for all 1 € [0,T], x,x',y,y €R?, a € A and & € P,(RY x R™), and for some constants K, K, > 0.

Assuming monotonicity of A is not an abstract condition. In many cases (e.g. in the linear quadratic case) A is a linear function
of y. Note moreover that by (4) it is easily checked that the function A is Lipschitz-continuous (see e.g. [35]). We denote by L,
the Lipschitz constant of A. We will further distinguish the Lipschitz constant of 5 in each of its arguments. Thus, we denote by
Ly, Ly, Ly, the Lipschitz constant of b in the variables x, a,&, respectively. Under the above additional assumption, we have the
following LDP:

Theorem 3. If the conditions (A1)—(A8) are satisfied and the N-player game admits a Nash equilibrium &, then, for arbitrarily large
T > 0, there is a constant ¢(T', Ly ,, Ly, L4) > 0 depending only on T, Ly, L, and L, such that if K, > c(T, Ly, Ly, L,) then the
conclusions (i) and (ii) of Theorem 2 hold.

The idea of the proofs is inspired from [19], but the details and techniques are wholly different. The proof starts by identifying a
weakly interacting particle system for which the LDP is known, and that is exponentially close (see Definition 4 below) to the state
processes, then use the closeness property to “transfer” the LDP to the state processes. Since the state processes of the N agents
at equilibrium are characterized by a system of forward-backward SDEs, the identification of the suitable auxiliary particle system
whose LDP is known uses the well-known technique of decoupling fields. However, the proper decoupling field turns out to be the
solution (when it exists) of the master equation. The main difficulty lies in the proof of the exponential closeness property. This is
based on a priori bounds for systems of FBSDEs at least provided that the solution of the master equation is Lipschitz-continuous. In
addition to the fact that we consider games allowing control interaction and open-loop controls, the essential difference with [19] is
the assumptions made on the PDEs. On the one hand, we do not make use of the N-player PDE, and on the other hand we require the
solution of the master equation to be Lipschitz-continuous; we do not make additional regularity assumptions pertaining to its second
derivative. This is an interesting by-product of the convergence method of [35] which is based on Pontryagin’s stochastic maximum
principle. The (very) rough intuition for this gain of smoothness is that in the present case, the FBSDE (resp. the master equation)
allows to represent the control (or the “derivative of the value function”). In contrast, the Hamilton-Jacobi-Bellman equation used
in [19] represents the value function itself.

3. Laplace principle for non-cooperative games

This section is mostly dedicated to the proof of Theorem 2. We will start by shortly recalling the main idea of the proof of [35,
Theorem 1]. This will prepare the terrain for us here for the proof of the main results of the present paper. The proof starts with
key representation results for the Nash equilibrium and the mean field equilibrium. In fact, let @V be a Nash equilibrium. It follows
from [35, Lemma 5.3] that there is a Lipschitz-continuous function A [0,T] x R x RY x Pz(Rf )X R — A with Lipschitz constant
bounded by 2—; such that

&N = A X Y LN (x5, 0N, 12
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and (Y*/, Z'/*) satisfies the system of adjoint equations

axX'® = bt X' A;NLN(X L&) dt +odW,;

Ay = —a  HVi@e, X%, 60N Yy di + XNz awk (13)
XE=x apV = A xS NN ) v = 0 gNGT)
with
N
HNA(¢ L,Xx,a, X =, X' d LN(x a))+2b(t x,al, LN(x a))y’/ and gN‘(x) (xi,LN(ﬁ))
j=1
and thus’
0 HVI(t, X2 6N Y1) = 610,76 X2 60N LV (X2, 6)) + 0,b(e, X2, 6PN, LN (X%, &)Y + e
x/gN’(X =6 (=) 0x8(X ", LN(X ))+V’N
where
e = Lo, ra X0 AN VX a X + £ BN 0,b X5 &N LN (X a )XY,
(N = Lo, x)t LN(X @)@ = % DL 0,ba X5 LY X )@Y

N ._ 1 L& N
yh = 50,8(X L L (XT))(X )
We will particularly be interested in the diagonal term (X2, Y%, Z"*) which, by a quick verification, can be shown to satisfy

ax'% = b, x'* A;N LNXE a)di + o dW

ay}” {a Fa XN LN (XE )+ o,b(t, X1 &N LN (X T ,a,)))f,'*"+e;*”}dz+zﬁ’=l ZMkaw (14)

e N A i a oo
xt-x & =A(z,X, YEINED.EY ), ¥ = 080G LN + 1N

On the other hand, the limiting mean field equilibrium & satisfies

=A@, X1, Y, £(XD),00= A@, X, Y], £(X])) (15)

7t 7t

where® (X,Y, Z) solves the Mckean-Vlasov FBSDE

dX, = b(X,. 4. L(X,. &) dt + o dW,
dy, = —{axf(X,, a, £(X,, &) + 6Xb(X,,&,,£(X,,&,))Y,} dt + Z,dW, 16)
Xo=x, &= A(t, X,,Y,,[,(X,)), Yy = 0,g(Xp L(Xp).

More precisely, it follows by propagation of chaos arguments that (X%, Y%/) converges to (X,Y) in S%2(R” x R?), where, given a
normed space E and p > 0, we denote by S?(E) the space of adapted processes X equipped with the norm

X e, 3= sup X, -

With this preparation out of the way, we are now ready for the proofs of the main results of this article. The next section focuses
on the non-cooperative N-player game described in the introduction, and Section 4 will deal with the linear-quadratic case for
cooperative games.

3.1. LDP for small time horizons: Proof of Theorem 2

As announced in the previous section, the proof of Theorem 2 builds upon LDP for uncontrolled, interacting (forward) particle
systems. In order to exploit such results, we will introduce a forward-backward particle system that is “similar” to (but considerably
more tractable than) (14). Using this auxiliary particle system and well-known decoupling techniques from the theory of forward—
backward SDEs allow to construct an uncontrolled forward particle system for which LDP results are well-known. The last step of
the proof is to show that the auxiliary particle system for which the LDP is known in the literature is “close enough” to our original
particle system. This is achieved by using a priori estimations for FBSDEs. Here, close enough should be understood in the following
sense put forth in [20, Definition 4.2.10]:

7 As usual Syjy =1if i=j and 6,_;, =0 if i # /.
8 For ease of notation we omit the superscript i and write (X,Y, Z, W) instead of (X/,Y’, Z/, W'); and & instead of &'.
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Definition 4. Let (), d) be a metric space. The probability measures y, and fi, on Y are called exponentially equivalent if there
exist probability spaces (2, B,, P,) and two families of Y-valued random variables Z, and Z, with joint laws (P,) and marginals y,
and /i, respectively, such that the following condition is satisfied:
For each § > 0, the set {w : (Z,, Z,) € T} is B, measurable,” and
limsup e log P,(I'5) = —oo,

£=0

where I; = {(5,y) : d(5,y) > 6} S Y X .

Proof of Theorem 2. At equilibrium, the state process of player i is given by the SDE
ax® = b, X% @ N, LV (X% &) di + 0 dW]

with &V given by (12). Since A is Lipschitz-continuous (this follows from (4)), it can be shown that ¢, defined in (5) is Lipschitz

continuous with respect to the second order Wasserstein distance, see for instance (the proof of) [35, Theorem 1]. Thus, the

functions B, F and G introduced in (A7) are Lipschitz-continuous and of linear growth. Further observe that using these functions,

the McKean—-Vlasov equation (16) characterizing the mean field equilibrium reads
dX, = B(t,X,,Y,, L(X,,Y,)) dt + ¢ dW,
dY, = —F(t, X, Y,, L(X,, ) dt + Z,dW, an
Xo=x, Yp=G(Xp, L(X7)).

We will now introduce two auxiliary interacting particle systems that will allow us to derive the LDP for the sequence of interest.
First consider the equation

dXN =B, XN YN IN(X Y ) dt + 0 dW]
ay N = —F@. X\N YN INX, Y ) di+ T ZK awk (18)
Xo=x, ¥ =GON LV (X))

which simply corresponds to (14) after taking “&"N = y*N = ¢*N = 0” for all i. Note that by Lipschitz-continuity of B, F and G, it
follows e.g. from [12, Theorem 4.2] that if T is small enough, then Eq. (18) admits a unique solution.

The second auxiliary equation is introduced through a decoupling argument. Since V is a classical solution of the PDE (6),
applying Itd’s formula to Y, := V (1, X,, £L(X,)) shows that there is Z such that (¥, Z) solves the backward equation in (17). Thus, by
uniqueness, we have Y, = V (¢, X,, £L(X,)). The function V is often called a decoupling field for the system (17) because it allows to
write the system as two decoupled equations, where X satisfies

dX, = B(z, X, VX, LX), £(X,, V(1 X, £(X,)))) dt+odW,
= B(t, X,, L(X,) dt + c dW, 19

v_vhere B is the function defined in (7). Since V(,-, ) is Lipschitz-continuous on R? x P,(R?) uniformly in ¢ € [0, T], it follows that
B is Lipschitz continuous on R” x P,(R?) as well. The second auxiliary particle system is then

dxPN =B xN LINX ) dr+odW/!, XN =x. (20)

Note that (X"*N),_, v is well-defined by classical SDE theory. Moreover, the standard theory of propagation of chaos (see e.g. [41])
shows that the sequence X"V converges in S?(R?) to X and the sequence of empirical measures LN (X ,) converges to £(X,) in P, (RY),
see e.g. [13, Theorem 2.12]. Furthermore, again by Lipschitz-continuity of E, it follows by [24, Theorem 5.1] (see also [6, Theorem
3.1]) that the family of empirical measures (L (X)), satisfies the Laplace principle (in P(C?)) with rate function given by (9).
[24, Theorem 5.2] shows that this rate function is lower semicontinuous for the weak topology, and therefore the sublevel sets are
weakly closed. Let us show that the rate function is good, i.e. that it has weakly compact sublevel sets. By Prokhorov’s theorem, if
we show that the sublevel sets are tight it will follow that they are weakly relatively compact. Let Q" be a probability measures on
(the Polish space) C? such that Z(Q") < K for some constant K > 0. Then there is a sequence («") in H2(R¢), (the space of R¢-valued,
square integrable and progressive processes) such that

T
]E[%/ |u7|2dr]<K+1/n and £X")=Q"
0

Thus, it suffices to show that the sequence £(X*") is tight. Observe that by boundedness of the sequence (4") in H2(R?) and linear
growth of B it follows by standard SDE estimations that sup, sup, E[| X :‘" |2] < oo0. Furthermore, for every 0 < s <t < T, we have

t
n n n n 2
X - X" |5c/ L+ | XY+ EOXY 112 + W dr + || |W, = W
s

9 The measurability requirement is satisfied whenever ) is a separable space, or whenever the laws {P,} are induced by separable real-valued stochastic
processes and d is the supremum norm, see Remarks below [20, Definition 4.2.10].
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Hence, taking expectation on both sides and applying Cauchy-Schwarz inequality yields

T 1/2
n n n 211/2
E|X" — XV |§C|t—s|1/2<l+]E[/0 |u:|2dr] +st:pE[|X:‘ 1] / +|0'|>
<Clt—s|'2

Thus, since (X*") is a sequence of continuous processes, it follows by Kolmogorov’s tightness criterion that Q" is tight. Therefore, 1
is a good rate function.

In order to “transfer” the LDP from the sequence (LM (X)) to the relevant sequence (LV ({ﬁ)), we need to show that the two
sequences are exponentially close in the sense of Definition 4. This follows from Chebyshev’s inequality and Lemma 5 below since
we have

N

8 i 2y 1/2
P( sup WM XD, LV > ¢) S]P’({% sup X% - x| } >e)
1€(0.T] €011 =

Ll 202

< E[exp{ (Z X% — X"||§o) }]e-é N
i=1

< Ce &N,

Therefore,

lim ilogP( sup Wy(LN (XD, LN (X)) > g> - -
N—ow N 1€[0,T] - -

It then follows from [20, Theorem 4.2.13] that the sequence LN (X @) satisfies the LDP with rate function I.

Let us now turn to the large deviation principle for the N-Nash equilibrium (&V),_, . The difficulty here is the fact that &~
is not a function of X" and LN (X' ) only, it also depends on the process ¢ ,i‘N , see (14). Nevertheless, using the contraction principle,
we will again prove the LDP for an auxiliary sequence that is exponentially equivalent to L™ (&). Define the auxiliary process

N = A(n &NV (LN IV ). IV @),

It follows by continuity of A and V, the convergence of (X"-")y,, to X and the representation (15) of the mean field equilibrium
@ that'°
N - & in L%

We will now use the contraction principle to show that (LN (a,)n> satisfies the LDP. Consider the function ¥ mapping PRY) to
P(R?) and defined as
-1
Pt ) i=po At V(... ) . (21)

The function ¥ is continuous. In fact, given a sequence ("), converging to y in the weak topology, and a bounded, Lipschitz-
continuous test function f, we have

/ FEOP(t, uYdx) = / F(ACx V3 1, 1) ) (d).
RY RY

Since A and V are continuous on P(R?), the functions f"(x) := f (A(t, x, V(t,x,u"), ll")) define a sequence of bounded continuous

functions converging to f (A(t, x, V({t,x,u), M)) pointwise. Since f” is uniformly bounded and uniformly Lipschitz, it follows that

/ FOOW (WY (dx) = / S Ou"dx) — / F(ACxV x40 ) (),
R? R? R?
showing that ¥ is continuous. Now, by the definition of ¥, we have

LN(a) =%, LV (X))

and similarly, since the mean field equilibrium & satisfies the representation &, = A(t, X,,Y,, £(X)) = A(1, X, V (1, X,, £(X)), L(X))),
it follows that

L(a;) =¥, L(X))).
Using the fact that the sequence LV (X,) satisfies the LDP with rate function

I(p) = inf VA()!
0eP(C):0,=p

10 Recall that to simplify notation we write & instead of &'.



P. Luo and L. Tangpi Stochastic Processes and their Applications 171 (2024) 104314

and that ¥ is continuous, it follows by the contraction principle that LY (a,) satisfies the LDP as well. In fact, for every bounded
continuous function F : P(R™) — R, the function F o¥(s,-) is again bounded continuous and therefore we have
1 1
-~ logE[exp(—NF(LN (g,)))] -~ logE[exp(—NF oW (r, LY (5,)))]

= inf (FoW(t u)+I(u)
HEP(RY)

= ot (F0)+ 1)

with

I(v) = inf I(w).
0eP(CE): P (1,6,)=v

Similar to the proof of the LDNP for LN (X%), it remains to show that the sequences (LN (a,)y and oLy (@,))y are exponentially
close and that the rate function 7 has compact sublevel sets. The latter property follows from the fact that for every x > 0 it holds
{(ve P@®R™ : IT(v) < x} = W (1,{6, : 0 € Py(CY), 1(H) < x}) and ¥(1,-) is a continuous function for the weak topology. Let us now
show exponential closeness. To this end, we introduce the function @ mapping P(R? x R?) x P(R™) to P(R™) and defined as

Bt Ep) = E@uo At &) (22)

where ¢! is the first marginal of &. That is, for a Borel set U C R, we have ®(t, &, u)(U) = ¢ ® u({(x,,2) : /T(t, x.y.&.2) e U)).
Recall that we put A(t,x,y, ) 1= /T(t, x,y, #,0). Now, Put

YN =V N, LN X)),
By the definition of @, and @V we have
@

LN(a) = @@ LN (X, Y).6) and L&) = LNX Y,),LN(Q))

L0 2

with £ = (CII'N . ,{tN N ). By Kantorovich’s duality theorem, see [42, Theorem 5.10], for every &, &' € PZ(R“) x R?) we have
sz@(t, E ), o8 1)) = SuP(/ h ()D(1, &, u)(dx) — / hy (o, 5/,/4’)(dx')>
Rm Rm
= sup( / hy(A(t,x.y. 8" 2)édx, dy)u(dz)
RZ XR? XR™

- / hy(At, X’,y’,é“,Z))ﬁ’(dX’,dy’)M’(dZ)>
R? xR xR™

with the supremum being taken over the set of bounded continuous functions h,, i, : R™ — R such that h,(x)—h,(x') < |x — x'|* for
every x,x’ € R™ which, by Lipschitz continuity of A implies that h (/T(t,x, y,.fl,z)) - hz(/T(t, X,y EY, z’)) <Cx-x"P+ly-yI+
wieEh e + |z -2 |?) for some constant C > 0. This shows that

WD, &, 1), D1, 1)) < Csup ( / hy(x, y, 2)E(dx, dy)u(dz)
RY XR? XR™

-/ izz(x’,y’,z’)&’(dx',dy’m’(dz)) +OW3E £
R? XRY xR™
with the supremum over functions %,, &, such that 7, (x, y, )=y (x', ¥, 2') < |x — X' |*+|y — ¥/ |*+|z — 2'|>. Hence, applying Kantorovich
duality once again yields
W@, &, 1), D1, &, 1) S CWHE@ & @ W)+ CWy (&', EY). (23)
Thus, we have

P( sup Wy (LN (@) LN @) > €) = P( sup Wy (@00, LN (XS, Y,).60), 00, LV X, Y ). LVE) > ¢

t€[0,T] t€[0,T]
<P( sup WLV XEY) @60, LV, V)@ LV ) > 5= ) +P( sup Wy XD, LV @) > 5 )
aory 2SR E RS2 =" 2C aor 2 7 c
2272 N 2 2272
< Ce N +]E[exp(z |C1’N|> ]e_é'N c
i=1
SCe_EZNZ

for some constant C > 0, where the latter inequality follows by Lemma 5. Therefore, it follows that
lim L logP( sup WZ(LN(&t), LN (a,)) > e) = —00.
N—o N 1€[0,T] - —

This concludes the proof. []

10
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Proof of Theorem 3. The proof of this theorem is almost the same as that of Theorem 2, except for two points. First, to get
well-posedness of the FBSDEs (18) and (17), we rather use the results of Peng and Wu [38] and Bensoussan et al. [4] respectively.
Secondly, one should apply the second part of Lemma 5 below, (i.e. the case of T arbitrary) to get the bound of Zfi Jxe-x2 . O

We finish the proof with the following key lemma used to derive the large deviation principles. We will denote by S®(R!) the
space of continuous adapted processes X such that

I Xllsomsy := sup |X,| € L¥R,F) < o
0<1<T
where L®(R, F) is the space of essentially bounded F-measurable random variables with values in R.

Lemma 5. If the assumptions (A1)-(A7) are satisfied, then it holds that
N
Y < hix>1 24
;UZPI ” j;l | l“sw(w) o foreachi> (24)

and there is a constant C > 0 such that
N N N
leyM 1+ 1N +1g N < C/N,  forall 1€[0,T]. (25)

Moreover, there is ¢ > 0 such that if T < ¢, then

N N
e DIl B o DL e @6)

If the conditions (A1)-(A8) hold, then for arbitrarily large T > O, there is a constant ¢(T, L, Lye, Ly) such that if K, >
e(T, Ly 4, Ly g, L), then the bound (26) holds.

Proof. Taking the conditional expectation in (13) with respect to 7' and recalling the definition of HN, we get
L& N8 1 L& Ny NP
) < E“a(i:,-,axg(xT LN )|+ v [ous (X5 LY D)o ]
+ ]E[/ ([3iponr (s X8 2 LV xEa) ) +] a;,f(s,xg’ﬁ,a;,LN@%,gx))(xﬁ‘ﬂ)()ds‘r;”]
1

+E[[T(

Next, using boundedness of the functions d, g, 0,8 0xf5 0, [, Oyb and a,b yields

N
0,b((s, X%, ad, LV (X5, &) ¥} | + % 3 ‘0yb(s,Xf’z,&S,LN(ﬁ,gs))(Xi'g)l/;’kDds)F,N].
k=1

T N
. 1 .
|Y,”| < Cydjmpy + C2/N+C3E[/ <|st| + ~ Z |1@"k|)dS|FxN]-
! k=1

Summing up over j and using Gronwall’s inequality yields (24).
Let us now show (25). This follows directly from the above bound and the fact that the measure derivatives of the coefficients
b, f and g are bounded. In fact, it follows by definition of eV,y" and ¢V that

N
NI+ N+ N <G+ G DIV < C/N,
J=1

where the second equality follows by (24).
We will prove the bound (26) only when the monotonicity condition (A8) is satisfied. The case T small follows by similar
arguments, we will explain the difference at the end of the proof. Thus, we start by denoting

YN =N, LV &)
Recall the function B introduced in (7) and the auxiliary control
N = A(n ANV (LN LV ), LY@, ).

By Lipschitz-continuity of the functions b, A and'! A and recalling Eq. (15) and the representation (12) of the Nash equilibrium &'V,
we have

o X 2 t s X o ) ~ _ )
X% - x| = 2/ (X5 - X;N)(b(s, X% atN LN (XT.a) - B(s. X;vN,LN@S)))ds
0

11 Without loss of any generality, we denote the Lipschitz constant of A by L 4~ In fact, recalling Eq. (15), A and A share the same Lipschitz constant.

11
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—2/(x"’—x'N)( (s, X't LabN LN(XY,a))
= b(s, XN AGs, XN YN LN (), LN(&&Q))ﬂ’S
1 io . it . . . o
52/0 |X§,’g—X;*N|<—K,]|X;’ﬁ—é\,’;'N|+Lb’aLA|YS”’ = YVN| 4 Ly LWLV (XD, LY (X))

+ Ly LolEN |+ Ly Wy (LN (XS &), LY @S,gs))>ds

! i.@ . i.Q N s .
<2 /0 X% — x| (—Kblxi’ﬂ = XN Ly Ly Y = YN+ (L Ly + Ly )

M=
!'1><\
=
|
o]
Z
S
—_
S

L
N

N N
1 i — - . 1 i N2 2\ ) 172
+4LALM{N > (|X§1-x;’N| I = PPN DX N 1Y )}
j=1 j=l

+ Lb,aLAIC;‘NI>ds

™M=

s

Coa L o e an
52/ |X§’g—X;’N|<—Kb|X;’g—X;'N|+Lb,aLA|YS’"—y;’N|+(vaaLA+LbV¢){% |X/2 _ xiN) }
0 =

| < Jd& NP | < G wiN2 2
+8Lb‘¢LA{ﬁ2|X;—XX’ | } +4Lb¢LA{ Dy -y }
=

Jj=1
N
1 S 1/2 .
+ 4Ly La{ 5 DAINE YT+ Ly Lalg™ ] Jds.
j=1
Applying Young’s inequality for some & > 0 and # > 0 to be determined, we continue the estimation as

2 12 2 12
@ Xi,le <2 ! (Lb,f + Ly La+8Ly:Ly N Ly Ly +16L, Ly
! - 0 2 26

i o2
+rl—Kb>|X§’E—X§’NI
. . Ly+Ly,L,+8L,:L
+§|YS’”—)7;'N|2 b ba 2/1 be=a 1 leja X’Nl
J

2 72

Lyl 2 1 < 2 8Liz i 1 < 2

.a iN £ joj N N

+ — > + - = YI,J —_ Y- - Js d
T zN;'s N — N;m |>s
Let us introduce the quantity

2 72 2 72
LbuLA + 16LbELA
2¢e

Summing up over i on both sides and using Gronwall’s inequality implies that

8(e.m) = Lys+ LyaL+8LyLy+ +n-K,

L? [2 +16L%2,1%2 N

ZIX PRy Szeza(m)t/ ( Zlyll VNP4 MZIC'M )ds (27)

2n

On the other hand, since V' is a classical solution of the PDE (6), applying It6’s formula for functions of the law of a diffusion
(see [12, Theorem 5.104]) implies that YV satisfies

YN :axg(x;N,LN(XT)H/ F(s, XPN PN INx Y ))ds—/ ZZ’deWk

for an (F)-progressive process Z"*N given by
2N = a4V (L XL LN ().

Using the Lipschitz-continuity condition on 9, H(t, x, y, a, &) and 0, g(x, u) (see (A3)), it follows by (14) and (18) that
-

:E[
T - . ia N
+E[2[ (vi —y;N)(axf(s,x;,ag”,LN(gg,gS)) 0ub (s, X\ 5 AN LV (X&) )Y 4 e

= 0uf (3.2, A, N, YN LY @), 1N, )

. - ) ) 2
0,8X; 5 LN X)) + 7N - 0,8 LN (%)) 1?,”]

= 0,b(s, XN A(s, XN, N LN (@), LN(ﬁs,gs))yg’N>ds)PIN]

12
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. ) 312 N o 2
<IE‘,[3L2|XI’5—X"N| + == Y X XN 43y
Jj=1

2( N
% |

+IE[/ [y - y'N|<Lf|xf—x;~N|+Lf|y;»f—y;¥N|+|e§’N|

+ L@ = A(s, &N N LN @) |+ LfW2<LN(£%,QS), LN@S,gS))ds> (rtN]

" 3Lz N
SIE[LQX'T‘Q M +—Z|X’“-XJN| +3y"
j=

FN]
T . . ia . . . . .
+IE[2/ v} —y;vN|<Lf(1 +LO(1X" = XN (Y = YN |) 4 |V [+ L LI |
1
N N
L {4 L L2~ N a2 Y0 YN P ap2 NP ar2 LS e P
+ Ly (A HALDIXGE = XN 4L Y)Y - PPN AL N AL, Y I - a0
j=1 j=1
N
: 28172
+L/.LA{%2|X;£—X§’N|} )ds|F,N]
j=1

N
o . 2 1 PN . 2 2
2 vi& i,N 2 J& JsN N
5E[3Lg|XT —apN s 5 Y gt -2 7} ]
=

+IE[2/ [y — y‘;~N|<Lf(1 + L)(IXS = XN | 4 [YH = YN 4 eV L LGN
1

> 1 ié N
+(Lf(1+LA)\/1+8LA){NZIXS*—XZ.’ | }
=
N N
o172 1 a2
+2LfLA{NZ|Y“ ViV } +2LfLA{FZ|CS/‘N| } )ds|r,N].
j= Jj=1

Applying Young’s inequality for some constants £; > 0 and #; > 0 to be determined, we continue the estimations as

N
L ) i & —) i & . 2 .
Iy = SE[3L§|X¥1—A’;”I +302{ 5 Jixgt -2 s ZP,”]
j=1

r - . (L +L,Ly)% 4 2
2 A K
+IE[[ <(2Lf+2LALf+3£1+3f11)|YS'"—y;’Nl +%|x;ﬂ—xgﬂ|
(LaLp+Lpy/1+8L)7 | N 2 41215 X
+ - XPE i N 4 fa b Yii — j.N |2
o N;u S N;u YN

3L2L 6L2L> N
3. iN2 f iN2, AT 1 J.N 2 N
+ N L 2 ’ ds|FN |,
" les™ | |C [+ " N z [ S| p

where we also used the representation (12) of @V and the fact that A is Lipschitz-continuous. Denoting

272
4LALf

S(ey,m) :=2L; +2L Ly, +3¢e; +3n; + -
1

summing up on both sides and applying Gronwall inequality, we obtain

Zlyu_ IN
Lf(1+LA)2+LA(Lf+\/1+8L )

€]

N -
NEE
£ o
N
Z c“Nnim}.

If K, is large enough, then 6(e,#) < 0. In this case, combining this with (27), it follows that we can choose ¢ small enough that

L.(1+L,)2 LuL;+4/1+8L2)
A+ Loy | 2 A )T}<1. (28)

€] €]

< eé(sl,m><T—r>{6 L2+ (

N

T— N N
+ 3e01m( t){zll i, ”Loo +_z”£t ||S°°+3

i=1 i=1

2eT 23 EnT+5(e )T { 6L% + (

13
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Therefore, we have
N N
| 207 = M1 g, <€ X (I s + 116 N + 1E N 15 )
i=1 i=1

for a constant C > 0. Since the bound of y*V, &N ¢V is O(N~!), we obtain (26) in view of (27).
When the monotonicity condition (A8) is not assumed, we can use the same argument (with K, = -L,~ L, ,L,) and in this case
we need T small enough to get (28). [

Remark 6.

(i) Observe that in (A8), the condition (11) is needed only to guarantee existence for the FBSDE (18) for arbitrary time horizons.
When these FBSDEs are known to have solutions only the monotonicity condition (10) on b is needed for the LDP.

(ii) It is easily checked that when the functions d, f,d,g,d, f and d,g are of linear growth the conclusion of Lemma 5 remains
true for T small enough. The boundedness conditions are needed for the extension of the arguments to arbitrarily large time
horizons.

3.2. Example: A model of systemic risk

For illustration, consider (as slight modification of) the problem of inter-bank borrowing and lending studied by Carmona et al.
[14]. In the systemic risk model proposed by these authors, bank i’s reserve is given by the dynamics

N
) 1 ; ) ) )
dx}=a( 5 2 X! - X!) +aldi+odw]
=

for a given mean-reverting parameter a > 0. Each bank controls its borrowing and lending rate «' at time ¢ by choosing it so as to
minimize the cost function

T
J@=E| /0 SO LN X)) dr -+ g(X))|

with

f,pu,a) = %az—qa(/ﬂgzy(dz)—x)+%|/Rz;4(dz)—x‘ and g(x)= %‘/Rzy(dz)—x‘

where ¢,c and ¢ are strictly positive parameters such that ¢> < e. With these specifications of the coefficients of the game, the

conditions (A1)-(A5) are clearly satisfied. To check (A7), notice that the function A therein now takes the form

AGx, 1, y) = "(/R Zu(dz) = x) .

In particular, the functions B, F and G in (A7) are linear and time-independent. Thus, it follows from [16, Proposition 5.2] and [11,
Lemma 5.6] that the PDE (6) admits a solution ¥ which is Lipschitz-continuous in its second and third variables. Therefore, if for
each N the finite player game admits a Nash equilibrium, (see e.g. [14, Section 3.1] for details on the existence) & = @V, .. aVN)
then it follows by Theorem 2 that if T is small enough, then the sequence (L" (X)) satisfies the LDP with rate function given by
(9), wherein

E(t, X, 1) 1= (a+q)</]R zu(dz) — x) -Vt x, 1.

For LDP with T arbitrary, by Theorem 3, one needs additional monotonicity properties. These can be guaranteed by appropriate
conditions on the constants ¢, ¢, ¢ a and T. Note that the large deviation principle for this example was obtained in [19] for the case
of closed-loop controls.

4. Large deviation principle for cooperative games: a case study

As explained in the introduction, the method developed in this article also applies to cooperative large population games. Such
games are important in several applications, especially when a “societal goal” should be achieved. We refer the reader for instance
to [10,27]. In the general setting, and keeping the notation of the previous section, a continuous time differential cooperative game
takes the form

N T
N ._ 1 i8Ny i8Ny
yN = inf FZ}E[ X LYK g d o+ X L xpl. (29)
£

aeAN

where A" is the N-fold cartesian product of the set .A. In [35, Theorem 25], conditions on the parameters b, f and g are given to
guarantee that, if the problem (29) admits a solution &V = (@"-V, ..., &"-V), then for each i, and each 1, the sequence (&;’N ) converges
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to &, in IL?, where & solves the McKean-Vlasov control problem

. T
inf E[ ) X0 a0, LG @) dr + 8K LX) o)
dXE = b(t. X 0, LXE ) dt + 6 dW,,  XE =x.

Since the derivation of the Laplace principle for this game is similar to the non-cooperative case, in order to avoid repetitions
we will focus here on the linear quadratic case. Thus, let us specify the coefficients as follows:

ftx.a.8) =0IxI+0[xI” + Rlal® + Rlal” + Sxa.
b(t,x,a,E) = Ax+ AX + Ba + Ba, (31)
g(x, u) = QTX2 + Q_Tzz

for some real numbers A, A, B, B, R, R, 0,0, 0,07, R and R, and where % and & are the mean of the first and second marginals of

&, respectively. We assume that x and « have the same dimension denoted m. To state the LDP in this case, let us introduce the
following notation: We consider the functions

£y, %, 9) i= —i [By+§<1— RfR))_H_ <E—$(B+B)>y]

and
£1(x,9,8) 1= Ax + AES [X] + Bf( v, Eé1 [ X],E2 [Y]) + BE® [f(Y, Eéi [ X],E& [Y])]
= Ax+ [A - ﬁ(SB n SB)(l - %)]1}251 (X1

B? 1[5 . R S \Te

- 5=Y- 5% [BB +(B+ B)(B - R Bt B))]IE-2[Y].

where ¢; is the ith marginal of &, and E®1[X] and E2[Y] are the means of & and &,, respectively. We also consider
32

2(R+ R)

With these notation, consider the PDE

3 S(B + B)

Cr(x,y,E) =2 20 - —
2(x, 3, €) QX+[Q 2R+ B

]]Efl [X]+ Ay + [A ]EfZ[Y].

oV (t,x, )+ 0. V(t,x, ) (x,V({t,x, 1), &)+ &, (x, V(t,x, u), &)
+ fam 0,V x, 1) - €10, V(W x, 1), E)d p(y)
+%tr[dxxV(1, x, Wo(x)o’ (x) + [om 0,0,V (8. X, ﬂ)(J’)O'(X)O"(x)dll(y)] =0

V(T,x, 1) = 207x + 207 [pm xu(dx)

(32)

with & =law(y, V (¢, y, 4)) when y ~ u. The main result of this section is the following:

Theorem 7. Assume that R # 0, R+ R # 0. If the N-player problem (29) admits an optimal control (&"N),_,  y, then, there is 5 > 0
such that if T < 6, the sequence (LN (X' 4)) satisfies the LDP with rate function

r
o e 1 2
g = :;‘vf<xu>:gE[z Iz dr], 33)
where d X} = 7, X}, LX) + ou, dt + o dW, and 7, is the function defined by

?l(t, x,€) =10, (x, Vi, x, &), Ly, V, x, 51))> with y ~ & B4

and ¢, the first marginal of &.

Proof. Let us put

N N
—N ._ 1 J =N . _ 1 J
X .—NZX, and « .—NZ(J(.
Jj=1 Jj=1
It was shown in [35, Section 5.3.2] that, if there is an optimal control (a-V, ..., &"N-V), then it satisfies
~i,N 1 i, g R w N ( 5 R 5 > _N]
a’ =—— |BY'+ S| 1- - )X, +|B- —(B+ B) )Y, (35)
! 2R [ ! < R+R > ! R+R !

. —N —N
=YX, \Y,)
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for every i = 1,..., N, where the processes (X" ,Y"N, zJ:N) satisfy the FBSDE system
) . =N =N ;
ax; =[AX!+AX," +Baj+ By, | di+odW,

_ — N
_ —N )
X, +AY] + [ M]Y, }dz+22;~"dw,k

ay] =- {2Qx;‘ + [2@ - 2R+ R
k=1

2(R + R)]
Xi=x, Yi=20:Xi+ 2Q_T7T

This is essentially a consequence of Pontryagin’s maximum principle. On the other hand, using again the maximum principle, the
optimal control & of the McKean-Vlasov control problem satisfies

1 5 R = R
4, =—— |BY, +S(1- —— )E[X,]+ ( B-
& ZR[ t < R+R> (X1 < R+

where (X,Y, Z) solves the McKean-Vlasov FBSDE

=(B+ B)) Em]

X, = {AX, + AE[X,] + Ba, + BE[&,]} dt +odW,

S(B + B)

]IE‘,[X]+AY + [A— SRR

4y, =- {ZQX, + [2Q ]IE‘,[Y,]} dt + Z,dW, (36)

2(R +R)
Xo=x, Yp=20;Xp +20,E[X],

see [35]. This is a fully coupled McKean-Vlasov FBSDE system with linear coefficients. The existence of a unique solution of this
equation is guaranteed e.g. by [12, Theorem 4.2] if T is small enough. Furthermore, it follows by [16, Theorem 2.7, Proposition 5.2]
that if T is sufficiently small, then the solution V of Eq. (32) exists, is Lipschitz-continuous in (x, #) and it satisfies V (t, y, u) = ’* "
which is the solution of (36) such that X, = y and £(y) = u. Therefore, the process X satisfies the (decoupled) equation

dX, = ¢,(X,, Vt, X,, LX), £(X,, V1, X,, LX) dt + o dW,
=7, X,, £(X,)) + 6 dW,.
Now, consider the interacting particle system
dxN =7 (XN, LNX) + o dW

which is well defined, since ?1 is Lipschitz-continuous, as the composition of two Lipschitz-continuous functions. It follows by [6,
Theorem 3.1] that the sequence (LY (X)) satisfies the LDP with rate function J. It is checked exactly as in the proof of Theorem 2
that J has compact sublevel sets. Thus, it remains to show that XN and X"V are exponentially close. It follows from a similar
argument as in Lemma 5 that

N N
sup “ ; |XN — X[’NIHSW(RK) n sup H g{ [y — V("X[’N’LN(K)”HSWRO < 0. (37)

Subsequently using Chebyshev’s inequality and (37), we have

]P’(IESL(J)pT WZ(LN(X)LN(X))>E><P({ﬁzeSl(])pT]Z|XIN th }/226)

< ]E[exp{ (’; Ixe — Xi”i) }]Q—EZNZ

<Ce N
from which we deduce that

hm —log]P’( sup Wi (LN (X)), LN (X)) = 5)
N 1€[0,T]

Therefore, it follows by [20, Theorem 4.2.13] that the sequence (L (X)) satisfies the LDP with rate function J. [
We conclude the paper with a remark about the small time assumption.
Remark 8. Observe that the smallness assumption made on T in Theorem 7 is needed only to guarantee existence of a classical

solution to the PDE (32). By [16, Proposition 5.2], this PDE admits a (Lipschitz-continuous) solution on [0, T] for all T > 0 provided
that the FBSDE solution satisfies

’ n2:1/2
E[lY,t’Z’L(;{) _ Yr’sl L )l ] / <CE[|y - x/|2]1/2 (38)

for every y, y' € L*(2,F,,P), and for some constant C > 0 that does not depend on ¢, y and y’. This property has been established
for instance in [11, Lemma 5.6], [4] or [40, Corollary 2.4], the latter reference assuming monotonicity properties such as those of
condition (A8).
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