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STOCHASTIC FILTERING AND OPTIMAL CONTROL OF PURE
JUMP MARKOV PROCESSES WITH NOISE-FREE PARTIAL
OBSERVATION*

ALESSANDRO CAILVIA**

Abstract. We consider an infinite horizon optimal control problem for a pure jump Markov process
X, taking values in a complete and separable metric space I, with noise-free partial observation.
The observation process is defined as Y; = h(X:), t > 0, where h is a given map defined on I. The
observation is noise-free in the sense that the only source of randomness is the process X itself. The
aim is to minimize a discounted cost functional. In the first part of the paper we write down an explicit
filtering equation and characterize the filtering process as a Piecewise Deterministic Process. In the
second part, after transforming the original control problem with partial observation into one with
complete observation (the separated problem) using filtering equations, we prove the equivalence of
the original and separated problems through an explicit formula linking their respective value functions.
The value function of the separated problem is also characterized as the unique fixed point of a suitably
defined contraction mapping.
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1. INTRODUCTION

This paper is devoted to analyze an optimal control problem on infinite time horizon for a continuous-time
pure jump Markov process with partial and noise-free observation. The model studied here is specified by a triple
of continuous-time stochastic processes (X,Y,u) = (X, Yz, ut)i>0. The process X, called unobserved process, is
a pure jump Markov process, with values in a complete and separable metric space I and initial law p. The
process Y, called observed process, takes values in another complete and separable metric space O. The process
u, called control process, takes values in the set of Borel probability measures on a compact metric space U
we call it admissible if it is predictable with respect to the filtration (););>0 generated by the process Y. This
process represents the action of a relaxed control, a choice motivated by technical reasons. However, we are able
to recover classical U-valued processes, i.e., ordinary controls, by standard approximation theorems.
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2 A. CALVIA

The aim of our problem is to control the rate transition measure of the unobserved process X (otherwise
said, to control its infinitesimal generator) via the control process u, so that the functional

+o0o
J(u,u):E;;/O /Ue_ﬁtf(Xt,u)ut(du)dt, (1.1)

is minimized. Here f is a real-valued bounded function, called running cost function, B is a positive discount
factor and the expectation is taken with respect to a specific probability measure P};, depending on the initial
law of the unobserved process X and on the control u. The infimum of the functional J among all admissible
processes is the value function V(u).

As is known, the rate transition measure associated to a pure jump process is a transition kernel that, along
with the initial distribution, determines its law. In other words, its sojourn times and its post jump locations are
random variables whose law can be expressed in terms of the rate transition measure. It is worth noticing that
the present framework contains the optimal control problem with noise-free partial observation of a continuous-
time homogeneous finite-state Markov chain. This problem, that corresponds to the case where the state space I
of the unobserved process X is a finite set, has been dealt with in [19]. In that case, the rate transition measure
reduces to a matrix (sometimes called Q-matrix, see e.g. [45]) and a more precise characterization of the value
function can be obtained, thanks to the peculiar structure of the problem. Such a setting may be more familiar
to the reader and we invite she/he to keep in mind this situation also in the present setting.

Let us now present the program that we intend to develop in the present work. The solution of an optimal
control problem with partial observation requires a two-step procedure. First, one needs to write a filtering
equation, characterizing at each time ¢ > 0 the conditional law of X; given ). More specifically, its solution
m = (m)i>0, called the filtering process, satisfies for each bounded and measurable function ¢: I — R the
following relation

() = /1 (@) m(dr) = E[p(X,) | V1], Plas., t>0. (1.2)

The second step uses the filtering process 7 to recast the partial observation problem (1.1) into one with complete
observation. The new problem, called separated problem, has the filtering process 7 as its state process. We will
show that the original and the separated problems are equivalent, in the sense that there exists a precise
relationship between the original value function V' and the value function v of the separated problem. Thanks
to this equivalence, we can concentrate our attention on the latter problem to characterize v (and indirectly the
original value function V') as the unique fixed point of a contraction mapping.

The specific feature of our model is the noise-free observation. With this expression we mean that the
stochastic behavior of the observed process comes exclusively from the unobserved one, since no exogenous
noise acts on it. In particular, we suppose that Y; = h(X;) for all ¢ > 0 and for some measurable function
h: I — O. The function h generates a partition of the set I by its level sets h=1(y), y € O. Therefore, if at time
t an observer records the value Y; = y for some y € O, then she/he knows that X; takes some value in the set of
states h=!(y). We can equivalently say that the observation is given by the level set where X; lies at any time
t > 0.

This situation has also been studied under different assumptions on the signal and observed processes; for
instance, the filtering problem alone for an unobserved diffusion process has been dealt with (albeit in part)
in [17, 29, 42, 48], while [40] is devoted entirely to non-linear filtering with noise-free observation (therein
called perfect observation). We also mention the book by Xiong ([51], Ch. 11), where the referenced chapter
is devoted to singular filtering. The case of an unobserved process given by a pure-jump R?-valued Markov
process is studied in [20-23], where the authors consider counting observations. Finally, we recall that the case
of a controlled Markov chain with noise free partial observation has been treated in [19]. We also mention that a
model similar to the one considered in [19], based on the so called information structures, has been dealt with in
[50]. These models, that need ad hoc results to be analyzed, have received a sporadic treatment in the literature,
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despite their potential and useful connection with applications; among the others, we mention queuing systems
(see e.g. [3, 16]) and inventory models (see e.g. [12]). We point out that our problem is connected to hidden
Markov models (see [34] for a comprehensive exposition on this subject).

A work closely related to the filtering problem presented here is the paper by Confortola and Fuhrman [25].
This work, that shares with the present one the very same definition of noise-free observation, is exclusively
concerned with the filtering problem for a finite-state Markov chain. There filtering equations (1.2) are computed;
the filtering process 7 is characterized as a piecewise deterministic process (or PDP for short), a class of processes
introduced by Davis (see [32]), and its local characteristics are written down explicitly. Here, we generalize the
results on the filtering problem therein contained, adopting an equivalent description of the signal and observed
processes as marked point processes (MPPs, see [16]). In this way, thanks to the so called innovations approach,
we are able to compute the filtering equation and characterize the filtering process as a PDP, writing down its
local characteristics explicitly. It is quite unusual to obtain such a detailed description of the filtering process
in a general framework as ours. To the best of our knowledge, the filtering process considered here represents
the first instance of a PDP taking values in a subset of a Banach space (the set of finite signed measures
endowed with the total variation norm, as we will see precisely in Sect. 3). Hilbert space-valued PDPs have
been considered recently in [18, 46].

The innovations approach allows us to deduce immediately that a similar filtering equation and an analogous
characterization of the filtering process as a PDP are also valid in the controlled case. This permits us to
reformulate the original control problem with partial observation for the pure jump process X into a control
problem with complete observation for a PDP, called the separated problem. More specifically, the separated
problem will be a discrete-time one related to a specific Markov decision model formulated in terms of a PDP.
The reduction of PDP optimal control problems to discrete-time Markov decision processes is exploited e.g. in
[1, 2, 19, 24, 26, 30, 32, 37, 46].

We also note an important difference between the approach to PDP optimal control problems presented in
[32] (and employed in other works as [1, 5, 6, 26, 30, 31, 33, 46]) and ours. In the book by Davis the class
of control processes is represented by piecewise open-loop controls, introduced by Vermes in [49]. These are
processes depending only on the time elapsed since the last jump and the position at the last jump time of the
PDP. In our problem, instead, we are forced to use a more general class of control policies depending on the
past jump times and jump positions of the PDP. In fact, as we shall later see, we can find a correspondence
between controls for the original problem and policies for the separated one only looking at this larger class.
In this sense, an approach closer to ours can be traced in [27]. There the authors consider an optimal control
problem for a PDP (with complete observation), where the control parameter acts only on the jump intensity
and on the transition measure of the process but not on its deterministic flow.

The paper is organized as follows: in Section 2, we formulate the stochastic filtering problem in the uncon-
trolled case and prove the filtering equation in Theorem 2.10. In Section 3, we characterize the filtering process
as a PDP, writing down explicitly its local characteristics. We chose not to include the control process in these
two first sections to make more clear both the notation and the proofs of the results. However, as anticipated
earlier, these results also remain valid in the controlled case. In Section 4, we solve our optimal control problem
with noise-free partial observation. In Section 4.1, we introduce it precisely and recapitulate the main results
of Sections 2 and 3 in the controlled case. Using the filtering process we can transform the optimal control
problem with partial observation into a complete observation one, i.e. the separated problem. This latter prob-
lem is properly formulated in Section 4.2 and we prove its equivalence with the original one, obtaining also the
characterization of its value function v as the unique fixed point of a contraction mapping.

We mention that the results of this paper have been presented at the First Italian Meeting on Probability
and Mathematical Statistics, held at the University of Torino € Politecnico di Torino, 19-22/06/2017 and at
the workshop Stochastic Control, BSDEs and new developments held in Roscoft (France), 11-15/09/2017.

1.1. Notation

We collect here for the reader’s convenience the main notation and conventions used in this research article.
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Throughout the paper the set N denotes the set of natural integers N = {1,2,...}, whereas Ny = {0, 1,... }.
We also use the symbols N = NU {00} and Ny = Ny U {oo}. We indicate by N the collection of null sets in some
specified probability space.

For a fixed metric space E, we denote by By (E) (resp. C(E), Cp(E)) the set of real-valued bounded measurable
(resp. continuous, bounded continuous) functions on E. The symbol B(E) indicates the Borel o-algebra on F
and we denote by M(E), M (E), P(E) the sets of Borel finite signed, finite and probability measures on E.

The symbol 14 denotes the indicator function of a set C', while 1 is the constant function equal to 1. For a
fixed metric space F and p € M(FE), we indicate by supp(u) the support of p and by |u| the total variation
measure corresponding to . If f: E — R is an integrable function with respect to u, we denote by fu € M(E)
the measure with density f with respect to p and by u(f) == | 5 f(x)dp(x). If fis a function of several variables,
we define p(f; <) = [, f(z,-) du(z).

Finally, as far as measurability is concerned, whenever we write the word measurable it is understood that
we mean Borel-measurable, unless otherwise specified.

2. THE FILTERING PROBLEM

2.1. Formulation

We briefly recall some basic aspects of stochastic filtering. Let us fix two complete and separable metric spaces
I and O equipped with their respective Borel g-algebras Z and O. The basic datum of a stochastic filtering
problem consists in a pair of stochastic processes (X,Y) = (X, Y:)i>0, defined on some complete probability
space (2, F, IP). The process X, called unobserved or signal process, takes values in the set I, while the process
Y, called observed or data process, takes values in the set O. The aim is to find a P(I)-valued process m = (m¢)¢>0
such that for all ¢ > 0 and all ¢ € By(I)

/cp(z)ﬂt(dzzz) =Elp(Xy) | V], P-as. (2.1)

I

where ();)i>0 is the natural completed filtration of the observed process Y. That is, we are looking for a
probabilistic estimate of the unobserved state (or of a measurable function of it) given the observation provided
by Y. For sake of brevity we will often write

() = / (@) m(da).

I

We now introduce the setting of the filtering problem discussed in this paper. Let us fix a complete probability
space (Q, F, P). The I-valued unobserved process defined on this space is a continuous-time homogeneous pure
jump Markov process. We are given the law p of X(. We can equivalently describe it (see e.g. [43]) by recording
its jump times and jump locations, i.e. by defining for all n € Ny the random variables T),: @ — [0, +o00] and
&n: Q — I, where for each n € N

To(w) =0, To(w) =inf{t > T, _1(w): X¢(w) # X1,,_, ()W)}, (2.2)
§o(w) = Xo(w), &n(w) = X1, (w)(w)-

We denote by X := (X};);>0 the natural completed filtration associated to the unobserved process, where X} =
0(Xs:0<s<t)VN for each t > 0 and N is the collection of P-null sets in F. Its dynamics are described by
a rate transition measure A, i.e. a transition kernel from (I,7) into itself such that for all n € Ny and all ¢ > 0

Aén, A) _
P(Thyr —Tn >t &1 € A| Ap,) = )\(é[))e AMeeDE - Pas. (2.4)
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To have a more synthetic notation it is convenient to define the jump rate function A: I — [0,+00) as A(z) ==
Az, I), z € I. Tt will always be clear to which object the notation A will refer to.

The following assumption will be in force throughout this section and ensures some important facts about
the process X that we will recall later on.

Assumption 2.1. The jump rate function A satisfies sup,; A(z) < +oc.

Remark 2.2. It should be noted that the definition of rate transition measure given in (2.4) implies that
Az, {z}) =0 for all z € I. This is evident by looking at the definition of the jump times appearing in (2.2).

We assume that the O-valued observed process is a function of the signal process via a given measurable
function h: I — O, i.e. it satisfies

Vi(w) =h(Xi(w)), we t>0. (2.5)

This means that in our setting the observation is noise-free: the only source of randomness is represented by
the unobserved process and no exogenous noise is acting on the observation. We exclude the cases where the
function h is one to one or constant. In the first case we would be able to exactly recover the values assumed by
the unobserved process, while in the second one the observation would give no information whatsoever about
the signal. We assume, without loss of generality, that the function A is surjective.

It is straightforward to notice that also in this case we can equivalently describe the process Y by defining
for all n € Ny the random variables 7,,: @ — [0, +00] and n,,: 2 — O, where for each n € N

To(w) =0, T (w) = inf{t > 7, 1(w): Yi(w) # Y7, () ()}, (2.6)
mo(w) = Yo(w), (W) =Yz, () (@)

We denote by Y := ()})i>0 the natural completed filtration associated to the observed process, where ), =
o(Ys: 0 < s <t)VN for each ¢t > 0. Finally, we define the explosion points of the processes X and Y as the
random variables

Too(w) == lim Ty, (w), Too(w) == lim 7, (w). (2.8)

n—roo n—r oo

2.2. The filtering equation

To tackle the noise-free filtering problem previously described, we will adopt an innovation approach, basing
our analysis on the fact that we can represent (X,Y) as a pair of MPPs. These processes are countable collections
of pairs of random variables, describing the occurrence of some random events by recording the time and a related
mark (for more details see e.g. [16, 38, 39, 43]). In this section, we will use some results contained in ([16], Ch.
4) regarding filtering with point process observation.

It is immediate to see that the pairs (T}, &, )nen and (7, 7n)nen are MPPs. Moreover, thanks to Assump-
tion 2.1 they are P-a.s. non-explosive, i.e. we have that Too(w) = +00 and 7o (w) = +00, P-a.s. Together with
the initial conditions £y = X and 719 = Yy, they describe completely the unobserved process X and the observed
process Y, respectively, so when speaking of the signal or data process we can equivalently use the jump process
formulation or the MPP one. A third useful description of these two processes is possible. Let us define the
following random counting measures (or RCMs for short)

n(w,dt dz) Z 1) T (@), €n (dt dz)l{T,,,(w)<+oo}v w e N (2.9)
neN " "
m(w,dtdy) : Z § (dt dY) 1 (@)<too}s W EQ (2.10)

neN
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where, for any arbitrary point a in some measurable space, §, denotes the Dirac probability measure concentrated
at a. For each fixed w € Q, n is a measure on ((0,400) x I, B((0,+00)) ®Z) and is associated to the unobserved
process X, while m is a measure on ((O, +00) x O, B((O, +oo)) ® (9) and is associated to the observed process
Y. Random counting measures are particularly useful in connection with their dual predictable projections (see
e.g. [39], Thm. 2.1 for more details), also called compensators.

It is a known fact that the X-compensator of the RCM n is given by the predictable random measure
A X:— (w), dz) dt, since it is associated to a pure jump Markov process with known rate transition measure. We
will denote by n the corresponding compensated random measure, i.e.

(w,dtdz) = n(w,dtdz) — M(X;—(w), dz) dt. (2.11)

It is important to recall that for all A € Z the compensated process 72((0,¢] x A) is an X-martingale.
A preliminary step to the solution of our filtering problem consists in computing the X- and Y-compensators
of the RCM m.

Lemma 2.3. The X- and Y-dual predictable projections of the random counting measure m are respectively
given by the predictable random measures p(w,dy) dt and fi(w, dy) dt, where for all B € O and t > 0

pi(w, B) = A(X¢— (W), " H(B\ {Yi (w)})) (2.12)
(w0, B) = /I)\(x, BB\ Yo (@)}) o (w; da) (2.13)

and m = (m)i>0 is the filtering process defined in (2.1).
Proof. Let B € O and t > 0 be fixed. Then, we can write:

m(w, (0,8] x B) = Y Lyvzv. ,vien (@)

0<s<t

D Lxien vy xoen1(8)) (@)

0<s<t

/ 11 (B\{y,_ (o)} (2) n(w,ds dz).
(0,8]x1I

The random field (lh—l(B\{Ysi(w)})(Z)) is bounded and X-predictable and under Assumption 2.1

s€(0,t], zeI
we have that

E/ 1h71(3\{ys_})(z))\(XS_,dz)ds:E/)\(XS_,h‘l(B\{YS_}))ds<oo.
(0,¢]xI (0,t]

Therefore, by ([39], Prop. 5.3)

/ 1h71(3\{yg_})(z)ﬁ(dsdz):m((O,t}><B)—//\(XS_,h‘l(B\{YS_}))ds
(0,¢]xI (0,t]

is an X-local martingale. The first part of the claim follows from ([39], (2.6)) since

( /( e d$>t20 - /( A AT B YD) ds)tzo
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is an X-predictable process for all B € O.

What we have just shown is that for all X-predictable and non-negative random fields C' = (C¢(2))¢>0, zer it
holds

E/(o . Cs(z)m(dsdz) = IE/(O . Co(2)ps(dz) ds.

To prove the second part of the claim we have to show that the same kind equality holds for all Y-predictable
and non-negative random fields C', with i replacing p on the right hand side. If C' is such a random field we
have that

E/ Cy(2)ps(dz)ds = E / / 2) 11y, e (2)A(Xs—, dz) ds
(0,400)x I 0,+00)
—IE/ //c Vv e ()@, d2) 7 (da) ds:E/ ()i (d2) s,
0,+00) (0,400)x I

This is justified by repeatedly using the Fubini—Tonelli theorem and the freezing lemma.
Now, thanks to ([39], (2.4)) it suffices to take Cs(z) = Cs1p(z), for any fixed B € O, with (Cy)i>0
a Y-predictable process. Then we get that

E/ Csm(ds x B) = E/ Csfis(B)ds
(0,+00) (0,+00)

holds for all Y-predictable processes (C});>0. Since ( / Csfis(B) ds) is Y-predictable for all B € O, we
(0,t] t>0

get that this process is the Y-dual predictable projection of m((O, t] x Bj, for all B € O, and the second part
of the claim follows immediately. O

Another important step to solve the filtering problem is to represent the process to be filtered (in this case
»(X}), for some ¢ € By(I)) as a semimartingale and then use a martingale representation theorem to obtain an
expression for the filtering process 7(¢).

Let us fix ¢ € By(I). A semimartingale representation for ¢(X;) is easily obtained by using Dynkin’s formula

o(Xt) = p(Xo) / Lo(Xs)ds+ M, t>0 (2.14)
where L is the infinitesimal generator associated to the process X, i.e.,
£1@) = [17G) = F@]Ae. ). f By (215)
and (My);>0 is an X-martingale whose expression is given by
M, = / [o(2) — p(X,-)]n(dsdz), ¢>0. (2.16)
(0,¢]x I

The following lemma is required to check that the assumptions needed to get the expression for the filter-
ing process provided in the next proposition are satisfied. Its proof is omitted, since it is based on routine
computations.
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Lemma 2.4. Let ¢ € By(I) be fized. The next properties hold true:

(1) The process (Lp(Xy)),., is X-progressive and for all t > 0

¢
=)
0
(2) The X-martingale (My);>0 is such that for allt >0
)
(0,t]
(3) The process (tp(Xt))t>O is bounded.

Proposition 2.5. Let ¢ € By(I) be fixed. Then, for allt > 0, m(¢) = E[p(Xy) | Vi| satisfies P-a.s. the following
Kushner—Stratonovich equation:

>0

ds < 0.

Lo(Xs)

t
mio) =m()+ [ [Lo@mno@ass [ Lum - nio)paasa) (2.17)
o Jr (0,£)x0
Here m(dsdy) = m(dsdy) — fis(dy) ds, (\Ift(y))t>0 yeo i the Y-predictable random field defined as

(2.18)

and Yy (w, dy) dt is the Y-predictable random measure given by
w B dt = // ]-h 1(B\{Y,_ (w)})( ))\(.’t, dz)wt,(w; diL’) dt, Be€O.
Proof. Thanks to Lemma 2.4 we can apply ([16], Ch. VIII, Thm. T9) and we can write
t ~
() = mo(p) +/ fsds+my, t>0, P-as.,
0
where (f; )e>0 is a Y-progressive version of (E[Lo(X,) | yt])m and (77;);>0 is the Y-martingale given by
o= [ ) - W)+ ) sy, 20
0,t

with the Y-predictable fields (\Ili(y)) 150, ye0? 1 =1,2,3 defined by the following equalities:

//c %@dh.//c X,) ps(dy) ds, (2.19)
// y) Ui (y) jis(dy) ds = E // fis(dy) ds, (2.20)

/ Cu(y) (y) fra(dly) ds = / Cal) [(Xs) — (XY m(ds dy), (2.21)
(0,t]xO (0,t]x0O
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holding for all ¢ > 0 and all non-negative Y-predictable fields (C’t(y)) 150, ye0"

It is clear that f, = J; Lo(z)m(dx), t > 0, as a straightforward computation shows. It is also immediate to
notice that U2 (y) = m_(¢), t > 0.

We now proceed to compute W3(y), t > 0, y € O. We will see that it is not necessary to compute the term
Ul(y). Let us elaborate the right hand side of (2.21)

B[ W) - e )] masdy)
(0,¢]xO
- E/ICS(h(Z)) [p(2) — (X5 )] Lp-1(v,_)e(2) n(dsdz)
— ]E/O /ICS(h(z)) [p(2) — (X)) L1y, _ye (2) M(Xs—, d2) ds

where the former passage is justified by the same reasoning as in the beginning of the proof of Lemma 2.3 and
the latter one is due to the fact that \(Xs_, dz)ds is the X-compensator of n(dsdz) and that the integrand is
an X-predictable process.

It is easy to check that the term

E /0 /1 Col(h()) o(Xum) In-s(y.ye(2) A(Xo_, d2) ds

leads to the expression of the process (¥} (y))t>0 JeO obtainable by elaborating the right hand side of (2.19).
Hence defining W, (w,y) = U1 (w,y) + U3 (w,y), w € Q, ¢t > 0, y € O, we are left to characterize the following

equality, holding for all ¢ > 0 and all non-negative Y-predictable random fields (C’t(y)) 150, y€O"

/ /C y) fis(dy)ds = E / /C 2) Lp-1(y,_ye (2) M( X, d2) ds. (2.22)

Applying the freezing lemma and the Fubini-Tonelli theorem to the right hand side of (2.22) and noticing
that Xy = X,_ and 7y = w5, ds-a.e., we get that

/ /c D Lpos iy e (2) M(Xs, d2) ds
—IE/ //C 2) 1p-1(y,_)e(2) Mz, dz) s (dx) ds
—IE//C ) ho(dy) ds = E //C is(dy) ds.

Therefore, if we define the random field (\I/t(y))t>0 yeo 88 in (2.18) we get (2.17). The random field
(\Ilt(y))t>0 yeo is well defined and Y-predictable since 9 (w; dy) dt P(dw) < fiz(w; dy) dt P(dw), as it is straight-

forward to verify, and both are measures on (2 x (0,+00) x O) equipped with the product o-algebra given by
the Y-predictable o-field and O. O

Before stating an explicit equation for the filtering process m(y), we need to define an operator, denoted by
H. The notation adopted is due to [25], where the authors discuss the case of a signal process X given by a
finite-state Markov chain. The aim is to characterize, for each n € N, the probability measure 7, , i.e., the
filtering process evaluated at each jump time 7,, of the observed process Y (we will use H also to characterize
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the initial value ). This will be done by identifying 7,, as a probability measure obtained wvia this operator

and depending on the position Y, of the observed process at the nth jump time and on a specific random

measure. This measure will be determined by the values 7, _ and Y, _ and by the rate transition measure .
For the operator H to be well defined, we need the following proposition.

Proposition 2.6. Let p € My (I) be fizred. Then there exists a probability measure p, on (I,Z) such that for
all ¢ € By(I) and po h=t-almost all y € O it holds

ppoh~t(dv) .
W(y) */ISD(Z) py(dz).

Moreover the set
A={z€1I: pp,)(G)=1¢(2), VG € H}, H:=h"'(0)
is such that u(A°) =0 and

p(h ) =1, poh~ -ac.

Proof. The scheme followed in this proof is the same used to prove the existence of a regular version of a
conditional probability (see e.g. [47], Thm. 89.1). To start, let us prove the first claim in the case where I is a
compact metric space. Thanks to Lemma A.1 (see Appendix A) there exists a unique probability measure p,
on (I,7) such that

ppoh”!(dv) /

—(y) = d C(I

/J/Oh_l(dU) (y) I@(Z)py( Z)’ 906 ( )

for all y € supp(p o h™1). Clearly the set supp(p o h=1)¢ has o h~!-measure zero and on this set we can define
py = Vy, Where v, is an arbitrary but fixed probability measure on (I,Z), such that v, (hfl(y)) = 1. Then, we
get that for po h~!-almost all y € O

ppoh!(dv) /
—(y) = dz), e C(I).
By a monotone class argument, the same equality holds for all ¢ € By(I).
To show that the second assertion holds, let us notice, first, that the o-algebra H is countably generated. In
fact, since O is a complete and separable metric space, its Borel o-algebra O can be written as O = o(C1, Cy, . . .),

for some countable collection C = (C;);en of subsets of O. By a standard fact from measure theory (see e.g.
[15], Cor. 1.2.9) we have that

hence the collection h=*(C) = (h=*(C1),h™(C2),...) forms a countable class generating H.
Now, let K be the m-system formed by all finite intersections of sets in h=!(C) (notice that o(K) = H) and
define

A = {Z el ph(z)(K) = 1K(Z)’ VK € ,C}
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Fix K € K. By definition of Radon—-Nikodym derivative we have that for all B € O

/hl(B) 1x(2) p(dz) = 1gpoh™H(B) = /B /1 1x(2) py(d2) po h=1(dy)

- / py(K) poh ' (dy) = / Ph(z) () p(dz)
B h=1(B)

therefore pj,(.)(K) = 1x(2), p-a.e. on H. This equality holds for all K € K and since this is a countable collection
of sets, we get that p(A$) =0.

Next, for fixed z € Ay, let D= {G € H: pp(z)(G) = 1g(2)}. Obviously I € D and it is immediate to see that
for any Dy, Dy € D with D1 C Do

ph(z)(DQ \ Dl) = ph(z)(DQ) - ph(z)(Dl) = 1D2 (Z) - 1D1 (Z) = 1D2\D1 (Z)
In addition, for any sequence (Dy,)pnen C D, D,, + D

ph(z)(D) = lim ph(z)(-Dn) = lim an(z) = ]-D(Z)'

n—oo n—oo

Hence, D is a d-system, clearly containing the m-system K. Therefore, by Dynkin’s m — A theorem we get that
o0(K) =H C D. This implies that the equality

Pr(z)(G) = 1g(z), forall GeH

holds for all z € Ay, hence pu(A°) = 0.
Finally, fix y € O. Clearly h~!(y) € H and from the previous discussion we have that for u-almost all z € T

1, ifze€h(y)

Pz (R 1Y) = L1y (2) = {0 2 hly)

Notice, also, that

py(h~'(y)), ifzeh™'(y)

i) = {pml(y)), if 2 ¢ b (y)

for some v € O, v # y. Therefore, p,(h~*(y)) =1 for po h™'-almost all y € O.

To prove the claim in the case where I is a complete and separable metric space, it suffices to remember (see
e.g. [4], Thm. A.7) that I is homeomorphic to a Borel subset of some compact metric space J (in particular,
I € B(J)). After extending the measure u to (J,B(J)) in the usual way, one can apply the result just shown
to the measure space (J, B(J), yt), considering H := o (h~*(0)) C B(J). To conclude, it is enough to set p,,, for
each y € O, to be the restriction to h=1(O) of the probability measure found with the above procedure. O

Thanks to this result we can provide the following definition of the operator H.

Definition 2.7 (Operator H). For each y € O the operator Hy,: My (I) — P(I) is given by

7 if y € supp(uoh™?)
T ity ¢ supp(uo b))
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where p,, is the unique probability measure on (I,Z) satisfying

puoh ' (dy) |
A i = [ene). ¢ eBun

and v, is an arbitrary probability measure on (I,Z), such that v, (R~ (y)) = 1.

Remark 2.8. The operator H presents strong analogies with the regular version of a conditional probability,
not only from a technical perspective as pointed out in the proof of Proposition 2.6. Consider (I,Z) =: (2, F)
as the measurable sample space; take P € P(I) and define the sub-o-algebra h=1(0) = G. Then what we
will denote by Hj(.)[P] (in this example, we should write H}(,,)[P]) corresponds to a regular version of the
conditional distribution P given G, i.e., a function (P | G): F x Q — [0, 1] such that

— the map w — (P | G)(F,w) is a version of P(F' | G) for all F' € F;
— the function F — (P | G)(F,w) is a probability measure on (2, F) for all w € Q.

However, in the definition of the operator H we do not use as “parameter” space (i.e., the sample space) the
set I, but the state space O of the observed process. Moreover, the operator H acts on the larger space M (I).

Remark 2.9. A more explicit definition of the operator H can be obtained whenever this operator acts on a
measure 1 € M (I) such that poh~?! is discrete. It is clear that in this case we have that

ek (w) 1 N ulds
T W) a(i) /hl@*”( Juldz), yeO

ylul ()

under the usual assumption 3 := 0. Otherwise said, the probability measure H,[u] is

H, [u](dz) = 11 (2) pld2), yeO.

w(h=(y))

As an example of such a setting, see [19, 25], where both the state spaces I and O of the unobserved and
observed processes are assumed to be finite sets.

This simplification can be interpreted in a Bayesian setting, by looking at this simple dominated model. We
can view (I,7) as the parameter space and (O, O) as the data one. If we fix a prior distribution p on (I,Z) of
our unknown parameter X, such that o k™! is discrete, then we can interpret po h~' as the likelihood, i.e.,
the law on (O, Q) of the datum Y given X and, finally, we can see Hy [u] as the posterior distribution of X
given Y.

Unfortunately, this setting cannot be generalized to encompass the range of possible cases covered by our
model and, as it is known, the Bayesian framework fails in a non-dominated setting.

We are now ready to state the final version of the filtering equation, giving the dynamics of the process ().

Theorem 2.10 (Filtering equation). Let ¢ € By(I) be fized. Let us define, for each fized y € O, the linear
operator Ay: By(I) — By(I) as

Ayp(x) = Lo(z) — /1 1p-1(y)c(2)o(2)A(2,d2), ze€l (2.23)

and let us denote by 1: I — R the function identically equal to 1.
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The process m(p) satisfies for all t > 0 and P-a.s. the following equation

mi(p) = Hy, 1] ()
+/0 I.Ayk o) ms—(dx) ds —/ 775_(@)/]./41/57 1(x) ms—(dx)ds

0

= 3 {a o) - w01},

or, in differential form

d
am(@) = m(Ay,, ») = Te(p)mi(Ay,, 1), t € [Tn,Tny1), n € No
Tr, (¢) = Hy,, [tta](¢), n € No

where the (random) measures p, on (I,T) are given by
u(dz), n=0

n(dz) = .
pn(d2) 1h71(ym7)c(z)/)\(x,dz) . _(dz), neN
I

13

(2.24)

(2.25)

(2.26)

Proof. To prove this theorem it suffices to elaborate the terms appearing in (2.17). We show that the integral

form (2.24) holds true. The differential form (2.25) follows immediately.

Let us start by computing mo(p) = E[p(Xo) | Yo]. By definition of conditional expectation the equality

E[Zmo(p)] = E[Zp(Xo)]
holds for all bounded and o(Yp) measurable random variables Z. Otherwise said, we have that

E[g(Yo)f(Yo)] = E[g(Yo)»(Xo)]

for all bounded and measurable functions g: O — R, where f: O — R is a measurable function such that

f(Yo) = mo(p), P-a.s. (notice that mp(p) is o(Yy) measurable). Then we can write

Elg(Yo)/(¥o)] = / o (h(@)) £ (1)) p(dz) = / 9(9)F(y) o b (dy)

I o

on one hand. On the other hand

Elg(Yo)e(Xo)] Z/g(h(:v))so(w)u(dw)Z/og(y) oo h™(dy).

I

Therefore

/g(y)f(y)uoh’l(dy):/g(y)woh’l(dy)
O 0]

for all bounded and measurable functions g: O — R, whence

_ ppoh(dy)

o) = Lo ) = [ el ) = B (). veo
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and finally mo(i2) = £(Yo) = Hy, [1)(¢), P-a.s.
Let us now analyze the term

/(0 t]xO{qu(y) - ws_(@)} [m(ds dy) — fis(dy) ds]

appearing in (2.17).
From the definition of the field (¥;(y)),., yeo 8iven in (2.18) and recalling that £1 = 0, we easily get that

P-a.s.
/ot /o{q’s(w - Ws—(«p)} is(dy) ds

= [ [ 100 @ 2) — me o)A, 1) () .

Therefore P-a.s.

/t/ﬁsﬁ(x)ﬂs_(dx)ds—/(o t]xo{ws(y)_ﬁs_(@}ﬂs(dy) ds
//AYSJP z) s (dz)ds_/oﬂs /AY z) 75— (dz) ds.

We are left to elaborate the term

/(07t]xo{\115(y) - Ws(w)} m(dsdy) = {‘I’rn (Yz,) — mn(w)}.

0<7, <t

Let us recall that the Y-predictable random field (¥,(y)) — satisfies

//o ),(dy) ds = E //O y) fis(dy) ds

for all non-negative Y-predictable random fields (C’t(y)) 150, ye0" A simple computation involving just the

Fubini—Tonelli theorem shows that we can rewrite the previous equation as

//C Yovioh™H(dy)ds = E //C’ y) v, o h™(dy)ds

where the Y-predictable random measure v;(w; dz) dt is given by

vi(dz)dt = 110y, ye(2) / Mz, dz) m—(dz) dt.
I

Therefore, we have that

Uy(w,y) = Hyln(@)(9), ve(w)oh™ (dy) dt P(dw)-a.e
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or, equivalently
Ui(w,y) = Hy[vi()](w),  m(w,dtdy) P(dw)-a.e
whence we deduce that W, (Y, ) = Hy, [pn](p), P-a.s, for all n € N. O

The differential form (2.25) of the filtering equation gives an important insight on the structure of the filtering
process m(p). In fact, in each time interval [7,,, 7,41), n € Ny, the filtering process satisfies P-a.s. a deterministic
differential equation (observe that since Y; = Y;, for all t € [, T41), the operator Ay, is defined and fixed at
each jump time 7,). This will be a crucial fact in the characterization of 7 as a PDP.

The final and most important theorem of this section shows that, starting from the filtering equation (2.24)
we can obtain an explicit equation for the measure-valued filtering process m. It provides the evolution equation
satisfied by the filtering process 7 on the space P(I).

Theorem 2.11. For each fizred y € O let By : M(I) — M(I) be the operator
Byv(dz) = 1j-1(y)(2) / Mz, dz) v(dz) — M2)v(dz), v e M(I). (2.27)
1

The filtering process m = (m;)1>0 satisfies for all t > 0 and P-a.s. the following SDE

4d
dt
Tr, = Han [Mn}v n € Ng

me = By, m — m¢ BYtﬂ't(I), t e [Tn,Tn+1)7 n € Nog (228)

where the random measures i, n € No, were defined in (2.26).

Proof. Let us notice first that from (2.25) we have that for all n € Ny and P-a.s.

7, () z/lcp(z) Hy, [pn)(dz), P-as., @€ By(l).

Since we also have that 7, (p) = [; ¢(2) 77, (dz), P-a.s., we get
T, = Hy, [un], P-as., n e No.

We need to prove that the filtering process satisfies for each n € Ny the ODE

d
awt By, mi — m By,m(I), t € [1n,Tnt1), P-as.

It suffices to show that for each fixed y € O the operator B, is the restriction to M([) of the adjoint A} of the
operator A, introduced in Theorem 2.10. To see this, we have to recall that the dual space By(I)* of Bb( ) is
isometrically isomorphic to the space ba(I) of bounded finitely additive regular measures defined on the algebra
generated by open sets in I Notice that M(I) C ba(I).

Denote by (¢, v) := [, ¢(x) v(dz) the duality pairing between ¢ € By(I) and v € By(I)* and fix n € Ny. Then
(2.25) can be ertten as

<‘P,7:rt> = <AY1,90v7Tt> - <()0’7Tt><AYt]" 7Tt>a te [Tn’Tn+1)7 P-a.s.
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The claim follows if we are able to show that
<§077.Tt> - <907A§’t7rt - ﬂtA’;’,,ﬂt(I)% te [Tn; Tn—i—l)a P-a.s.

This fact follows from a repeated application of the Fubini—Tonelli theorem in the following chain of equalities,
holding for all v € M(I) and ¢ € By(I).

(Ayp,v) = /I.C(p(x) v(dx) —/I/Ilhfl(y)cgo(z))\(a:,dz) v(dx)
= /Iga(z){lhl(y)(z) /I Mz, dz) v(dz) — A(2) u(dz)} = (p, Byv).
So, clearly B, = A%|m1)- O

3. THE FILTERING PROCESS AS A PDMP

In this section, we want to investigate the properties of the filtering process w. The core of this section will
be devoted to prove that this is a piecewise deterministic Markov process, or PDMP for short. This class of
processes, whose study has been started by Davis (see [32] or [38]), has gained a lot of attention in applications,
since it provides a framework to describe a vast range of phenomena whose behavior does not fit any diffusive
model.

The main feature of PDMPs is that their dynamic, as the name suggests, is deterministic in specific time
intervals, given by the occurrence of random jumps. In each of these time windows the evolution of the process
is governed by a flow, determined by a wvector field, satisfying an ODE. The distribution of the time passing
between two consecutive jump times is given by an exponential-like law. The position of the process after a
jump, i.e., its post jump location, is provided by another specified probability measure. Notice that, in general,
a PDMP may jump whenever hitting the boundary of its state space. However, this will not happen in our
problem.

It is clear that, in our situation, the filtering process m appears to be a PDMP. The main task is to identify
the characteristic triple that uniquely determines a PDMP, composed by the flow, the distribution of sojourn
times and the law of the post jump locations.

Let us start by studying the flow. We are concerned with well-posedness of the initial value problem described
by equation (2.28) between two consecutive jump times. From now on we consider the set M(I) endowed with
the total variation norm, making it a Banach space. We define, for each fixed y € O, the set A, as the family
of probability measures on (I,Z) concentrated on h=t(y), i.e.,

Ay ={veP):v(h'(y)°) =0}, yeO. (3.1)

This is a closed subset of M(I) since it can be written as the intersection of the closed sets P(I) and M, (1),
where M, (I) == {u € M(I): p(h~*(y)) = 1}. In particular, M, (I) is closed since the functional p — p(h=(y))
is continuous on M(I) for all y € O.

Let us define, for each fixed y € O the vector field F,: M(I) — M(I)

Fy(v) =By —vByv(I), veM(),ycO (3.2)
where B, is the operator defined in (2.27). We already know that the solution to the following ODE

d
&Zt:Fy(Zt), t20

Z0=p, pEAy,

(3.3)
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exists for each fixed y € O (for instance, consider the fact that the filtering process 7 satisfies it P-a.s. in the
time interval [0,7;) when y = Yp). Its uniqueness is established by the following theorem. Its proof is provided
in Appendix B

Theorem 3.1. Under Assumption 2.1, for each fized y € O the ODE (3.3) admits a unique global solution
z € CH([0, +00); A).

Remark 3.2. In what follows, we will denote the solution z by ¢, ,(-), to stress the dependence on y € O and
p € Ay. By standard results, (t, p) — ¢, ,(t) is continuous for each y € O and it enjoys the flow property, i.e.,
By.p,(s.0)(t) = Dy p(t + ), for t,s > 0. The function y +— ¢, .(-) is called the flow associated with the vector
field F,, on A,. To simplify the notation, it is convenient to define the set A, = UyGO A, named the effective
simplex to preserve the terminology used in [25]. Notice that the union is disjoint, as is immediate to prove
from the definition given in (3.1). In this way, we can define a global flow ¢ on A, setting ¢,(t) = ¢, ,(¢), if
p € A, For all fixed t > 0, p — ¢,(¢) is a function mapping A, into itself and leaving each set A, invariant.
Finally, we can associate to the global flow a global vector field F: A. — A, defined as

F(v)=F,(v)=Byw—vByw(), veA,. (3.4)

The effective simplex bears this name because of its relationship with the canonical simplex on Euclidean
spaces. In fact, if we consider the state spaces I and O of the signal and observed processes as finite sets (see
e.g. [19, 25]), then the effective simplex is made of pairwise disjoint faces of the canonical simplex on RII, where
|[I| denotes the cardinality of the set I. The shape of these faces (points, segments, triangles, tetrahedra, etc
... ) depends on the function h. The evolution of the filtering process takes place only on parts of the boundary
of the canonical simplex.

Before moving on to prove the characterization of the filtering process as a PDMP, let us precise that, as
far as topology is concerned, the effective simplex will be regarded as a topological space under the relative
topology inherited from the Banach space M(I). In this way, we can also consider the effective simplex as a
measurable space, endowing it with the Borel o-algebra B(A.).

In order to prove that the filtering process is a PDMP, it is convenient to put ourselves in a canonical setting
for our filtering problem with respect to the unobserved process X. This construction will have a fundamental
role in studying the optimal control problem.

Let us define ) as the set

Q= {w = (io,tl,il,tQ,iQ,. . ) ’io € I,Zn € I,tn S (0,+OO},tn < tn+1,tn <too=t, < tn+1,n € N}
For each n € N we introduce the following random variables

TO(w) =0, Tn(w) = ln, TOO(W) = lim Tn(w)a 50(”) = to, ﬁn(w) = in,

n—oo

and we define the random measure on ((O, +00) x I, B((O, +oo)) ®I)

n(w,dtdz) = Z 6(Tn(w),€n(w)) (dtd2)1{7, <400} (W), weQ,
neN

with associated natural filtration N; = J(n((O, s] x A), 0<s<t Aec I). Finally, let us specify the o-algebras

X8 = a(&), X8 = (X2 UN;), X° = 0<U Xt>.

t>0
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The unobserved process X is defined, for all £ > 0, as

Xo(w) = En(w), t€ [Th(w),Ths1(w)), n € Ny, Tp(w) < +o00
‘ ivoy 1€ [Too(w), +00), Too(w) < +00

where i, € I is an arbitrary state, that is irrelevant to specify. Next, we define the observed process Y and its
natural filtration ()7 )i>0 as

Yi(w) = h(X;(w)), t >0, w € Q; Ve =0(Y;,0<s<t),t>0.

It is clear that we can equivalently describe this process (as is the case for X) via an MPP (n,,, 7, )nen together
with the initial condition 79 = h(&y) = Yy. Accordingly, the o-algebras of the natural filtration of Y are the
smallest o-algebras generated by the union of o(ng) and the o-algebras of the natural filtration of the MPP

(nna Tn)nEN-
Remark 3.3. Notice that here we constructed the unobserved process X starting from its MPP counterpart

(T, €n)nen, whereas in Section 2 we were given a pure jump Markov process and we associated its corresponding
MPP. The two approaches are clearly equivalent.

Next, for every p € P(I) let P, be the unique probability measure on (2, X°) such that X is a (X°,P,)-
Markov process with state space I, initial law p and generator £, defined in (2.15). This means that for all
AeTZ all s,t >0 and all f € By(I) it holds

P,(Xo € A) =u(A), Py-as.
Bu[f(Xews) | 7] = £ f(Xe), Ppas.

It follows from Assumption 2.1 and by standard arguments that the point process n is P,-a.s. non-explosive,
i.e., that T, = +o0, Py-a.s.
To conclude the previous construction, for a fixed probability measure p on I we define

— X" the P,-completion of X° (P, is extended to X'* in the natural way).
— Z# the family of elements of X* with zero P, - probability.
- V=02, 2Z"), for t > 0.

(V)0 is called the natural completed filtration of Y.
Next, for each p € P(I) and w € Q we define 7#(w) to be the unique solution to

&ﬂ'f(w) = Iy, () (Wf(w)), t € [mh(w), The1(w)), n € Ny

7l () = Hy, ()1 (3.5)
7Tfrin(w) (w) = HYT"(W) [A(”T.l:; (w))], n €N
where A: A, — M, (I) is the function given by
Alv) = ].h—l(y)c(z)/IA(x7dz) v(dz), velh, (3.6)

and the quantity - (w) is defined as

T @)= lim m(w), on{weQ:r(w)<+oo}.

t—1p (W)~
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Thanks to Theorem 3.1, equation (3.5) uniquely determines a ()y):>o-adapted cddladg and A.-valued process.
By Theorem 2.11, we deduce that it is a modification of the filtering process, i.e., for all £ > 0 and all A € 7 it
holds

T (A) =P (X, € A| V), P,-as.

Since the filtering process is (V}'):>o-adapted and the filtration (V}");>0 is right-continuous, we can choose (and
we will, whenever needed) a (V}");>o-progressive version of the filtering process itself.

We are now ready to state the Markov property for the filtering process 7* with respect to the natural
completed filtration of the observed process Y, for each fixed p € P(I). This is the content of Proposition 3.5,
preceded by the useful technical Lemma 3.4. We omit their proof, being slight generalizations of ([25], Props.
3.3 and 3.4).

Lemma 3.4. For fizedt > 0, let us denote by X7° the future trajectory of the process X starting at time t. For
all pe P(I), t >0 and C € X*, it holds

P (X e C|Y) =Pu(C), Pu-as.
Proposition 3.5. For fixred t > 0 consider the transition kernel p; from (Ae, B(Ae)) into itself given by
pt(v, D) =P, (ny € D), veA., DeB(A,).
Then (pi)e>o0 is a Markov transition function on (Ae, B(A.)). Moreover, for every fived p € P(I), the process
mt in the probability space (0, X*,P,,) is a Ac-valued Markov process with respect to (YL')i>0, having transition
function (pt)i>o. Otherwise said, the following equality holds, for all s,t > 0 and all D € B(A.)

Pu(riys € DI VY) =ps(my, D), Py-as.

To prove that the filtering process 7# is a PDMP we need to define its characteristic triple, i.e., the following
quantities.

(1) The vector field F is the global vector field defined in equation (3.4), i.e.,
Fv)=Byw—-vByw(), vel,. (3.7

The global flow ¢ previously introduced is associated to this vector field (see Rem. 3.2).
(2) The jump rate function r: A, — [0,+00) is defined by

r(v) = -Byr() = /I)\(x,h_l(y)c) v(dz), veh,. (3.8)

(3) The transition probability R from (A.,B(A.)) into itself is defined by
R(v,D) = / 1p(Hu[AW)]) p(v,dv), v e A, D€ B(A,) (3.9)
o)

where p is a transition probability from (A.,B(A.)) into (O, O) defined for all v € Ay, and all B € O as

1 B .
p(v, B) = @//\(m’h (B\ {y})) v(dz), ifr(r)>0

qy(B), ifr(v)=0

(3.10)
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where (¢, )yeo is a family of probability measures, each concentrated on the level set h=!(y), y € O, whose
exact values are irrelevant.

Since for any given v € A, the probability p(v,-) is concentrated on the set O\ {y}, the probability
R(v,-) is concentrated on A, \ A, as we expected to be, given the structure of the filtering process.

Remark 3.6. Note that if r(v) > 0 then r(v) p(v,dy) = A(p) o h=(dy).

The law of the observed process Y can be expressed via the filtering process itself. This fact will be used to
characterize the filtering process as a PDMP. It is clear that since the process Y is piecewise constant, its law
is uniquely determined by the finite-dimensional distributions of the process {Yp, 71, Ys,,...}. These in turn are
completely characterized by the law of Y, which is obvious, and by the following distributions

Pu(Tny1r —Tn > t, T < +o0 | V2, t>0,n€eN
P/L(YT 41 € B, Thy1 < 400 |y¢’n), B e O, neNg.

n

Proposition 3.7. For all fized 1 € P(I) the distributions of the sojourn times and the post jump locations of
the observed process Y are given by the following equalities, holding P, -a.s. for allt > 0, B € O and all n € Ny

t
Pu(Tng1 —Tn > t, 7 < +o0 | YE ) = exp{—/ r(qzﬁ,rgn (s)) ds}17n<+oo, (3.11)
0

P,LL(YTW,+1 S B7 Tn+1 < 400 | y:‘—+1) = p(¢w¢n (Tn_+1 - Tn)7 B) 1TT,,+1<+OO' (312)

Proof. Let us fix n € Ny. To start, we will look for an expression for the joint distribution of the jump times
and post-jump locations of the process Y, i.e., for all T > 0 and all B € O the quantity

Pu(Tny1 <T, Y., € B|Y"), on{r, <+oo}.
Notice, first, that for all fixed T'> 0 and B € O we can write

ZT(B) = 1Tn+1§T1YT eB = m((O,T/\Tn+1] X B) — m((O,T/\Tn] X B)

n+1
where m is the random counting measure associated to Y and defined in (2.10). To see this, it suffices to observe
that

m((0,T A7) x B) =Y 1, <rly, cB.
k=1

Clearly, (Zr(B))r>o is a (V4)r>o-adapted point process and, thanks to Lemma 2.3, a straightforward
computation shows that its (J})r>o-compensator is given by

TATp41

¢r(B) = /I)\(m,h_l(B \{Y,_})) mt_(dz)ds

T ATy,

T
_ / Lo, / e, b (B {Y,})) 7 (dz) ds.
0 I

Moreover, since for all k € N the stopped process

(m((O,T/\Tk] x B) /(O’TATk]/I)\(z,h1(B\{YS_}))7rf:_(d:c) ds>

T>0
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is a uniformly integrable (V})r>o-martingale (cf. [39], (2.6)), the compensated process (Z7(B) — (r(B))r>o is
a uniformly integrable (V4 )r>o-martingale. Hence by applying Doob’s optional sampling theorem we get that

forallT >0

EulZr(B) | YE ] =EL[Cr | V2], Pu-as.

or otherwise written

T
Py(ruis <T.Ys . € B|VE)=E, [ |t [ Mo ) ) wtan) ds
0 I

yﬁn} , Pu-as.

Noting that for 7, < s < 7,41 we have that Yy =Y, and 7y = <Z),T¢n (s — ) we can write the previous equation
as

Pyt <T,Y:,,, € B| YY)

T
_E, [ /0 /I 1 <ocr i M@ B Y B\ (Y2, 1) 6ae (5 — 7 da)ds

yﬁn] , Py-as. (3.13)

Now let ¢ > 0 be fixed. Since the random variable ¢ + 7, is Y -measurable, we immediately get from (3.13)

t+7n
g, [ [ [teicon Mo b7 B 15, 1) 6, s = ) s | yfn}
0 I

Pu(Tny1—ma <t, Y., € B[YE)

t
=E, [/ /1Tn+1_m>s/\(x,h’1(B\{Ym})) G (55 da)ds | VH ] P,-a.s. (3.14)
0 Jr1 T" "

We need to exchange the conditional expectation and the time integral appearing in the last line of (3.14). Let
us consider a regular version G™ of the conditional distribution P, (7,11 — 7, € -, Y7, € - | V¥ ), which always
exists in our setting. Define the function g": Q x [0, +00) — [0,1] as

9" (w,t) = G"(w, (t,+00],0).

Clearly g™ enjoys the following properties

— 9" (w,t) =P (Tny1 —Ta >t | V), Pyas.
— g"is (V* ® B([0,+00)))-measurable.
— For all w €  the map t — ¢"(w,t) is non-increasing and right-continuous.

Applying the Fubini-Tonelli theorem to the last line of (3.14) we get
P;J,(Tn-i-l — Tn S tv Y‘f'n+1 €B ‘ yfn)

= G((O,t],B) :/0 g"(s)/lx\(x,hfl(B \ {Ym})) P (s; dz)ds, P,-as. (3.15)

Thanks to ([16], Ch. VIII, Thm. T7), we obtain that ¢g" satisfies

grt)=1- /0 g"(s) / )\(x, hil(Ym)c) qﬁﬂgn (s; dx)ds, t € (0,7Tne1 — Tl

I
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This equality implies that on (0, 7,41 — 7,,] the function g™ is absolutely continuous for each w € © and solves
w-by-w the following ODE

d
ag"(t) =—g"(1) /I Az, h_l(YTn)c) brr (t; dz), t € (0,741 — 7]

gn(0) =1

whose solution is clearly g,(t) = exp{— fot [; A, = (Y7,)¢) Grr (85 dx) ds} for ¢t € (0,741 — 7). Therefore
we get (3.11).

Finally, (3.12) follows from an immediate application of ([16], Ch. VIII, Thms. T7 and T16). In fact, we have
that on {741 < +o0}

1
P )= -t v Ty = Tos P,-a.s.
”(YT”“ € B yT;+1> T(%ﬁn (Top1 = 7n)) /1)\(:6’ hHBN () Ot (T = Toi o), Pyoas

whence the desired equality. Notice that the fraction is well defined since, by ([16], Ch. VIII, Thm. T12),
T(¢W¢n (Tog1 — Tn)) > 0 on {741 < +o0}. O

We are now ready to prove the main theorem of this section, that is the characterization of the filtering
process as a PDMP.

Theorem 3.8. For every v € A, the filtering process m = (1} )i>0 defined on the probability space (Q, XV, P,)
and taking values in A, is a PDMP with respect to the filtration (Vy )i>0 and the triple (F,r, R) defined in
(3.7)—(3.9) and with starting point v.

More specifically, we have that 7 is a (Y} )i>0-Markov process and the following equalities hold P, -a.s.

T = ¢nv (t—Tn), t€ [, Tnt1), n € No, (3.16)
t

Po(Tng1 =T >t, Tn < +00 | VY ) =17 <400 exp{—/ T((bw‘;n (s)) ds}7 t>0,n e Ny, (3.17)
0

PV(,]TV € Da Tnt1 < +00 ‘ y:— ) = ]-Tn+1<+ooR(¢7r$n (Tr;rl - Tn);D)a D e B(Ae)v ne NO; (318)

T
n+1 a1

where, for each n € Ny, ¢rv is the flow starting from w7 —and determined by the vector field F'.

Proof. Fix v € A, hence v € A, for some y € O. It is clear that P, (Yy = y) = 1 and that H,[v] = v. Hence
P,(m§ = v) =1, i.e., the filtering process ” starts from v. The (Y} )i>o-Markov property for the process 7
has already been established in Proposition 3.5. The deterministic dynamic between consecutive jump times
expressed by (3.16) easily follows from (3.5). Moreover, (3.17) coincides with (3.11).

It remains to prove (3.18). From (3.5) we have that on {7,+1 < +oo} and for all D € B(A,)

P(n%,, €D |y )=P,(Hy,  [A= )] eD|¥r ).

n+1 Tn+1

Observing that A(ry | _) = A(pry (1,4 —7a)) is a Y. -measurable random variable (with values on A.),
v n Thnt1

an easy application of the freezing lemma to the last displayed equation entails that

™

P (. €D |V

n+1

) :/O]-D (H., [A(ﬁbwzn (Trie1 = ) ) p(brr (Thy — ), dv),

hence the desired result. O
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We conclude this section stating the following weak Feller property of the transition kernel R. This is a
corollary of Proposition 4.17 that the reader can find in the following section. However, we state it also in the
uncontrolled case because it is useful on its own, for instance as a fundamental tool in optimal stopping or
optimal switching problems (see, e.g., its counterpart in the Markov chain case in [25], Prop. 5.3).

Proposition 3.9. Let Assumption 2.1 hold. Then for every bounded and continuous function w: A, — R the
function p— r(p) [x w(p)R(p;dp) is bounded and continuous on A..

4. OPTIMAL CONTROL PROBLEM WITH NOISE-FREE PARTIAL OBSERVATION

In the present section, we address an optimal control problem for a pure jump Markov process with noise-free
partial observation. We are given a pair (X,Y") = (X4, Y})¢>0 of continuous-time processes, that will be precisely
defined below. As in the previous sections, we call X the unobserved process and Y the observed process. Their
respective state spaces, denoted by I and O, are supposed to be complete and separable metric spaces, equipped
with their respective Borel o-algebras Z and . The aim is to control the dynamics of a pure jump Markov
process by deciding the control actions on the basis of the observation provided by Y. The control is described by
a third stochastic process u = (us)r>0, the control process, with values in the set of Borel probability measures
P(U) on a measurable space (U,U), the space of control actions.

Optimal control problems with partial observation require a two-step procedure to be studied. First, we need
to express the available informations about the unobserved process contained in the observed one. This is done
through the filtering process, that we already studied in Sections 2 and 3, although in the “uncontrolled” setting.
The second step is to introduce a separated control problem, in which the state variable becomes the filtering
process itself, so that we can study a control problem with complete observation. As one expects, the original
control problem with partial observation and the separated one are connected through their respective value
functions. Therefore, it is possible to analyze the latter to have a complete study of the first one.

4.1. Formulation of the control problem

In this subsection, we introduce our optimal control problem with noise-free partial observation. The results
in this subsection are stated without proof, since they are slight modifications or generalizations of those proved
in Sections 2 and 3.

The unobserved process X is a pure jump Markov process. In our setting, as we will shortly see, to control
its dynamics means to control its law. This is described by the initial law of X and a controlled rate transition
measure \ from (I x U,Z @ U) into (I,Z) such that

Mzyu, {z}) =0, zel,uel.

To simplify the notation it is convenient to define the controlled jump rate function A: I x U — [0,+00) as
Az, u) = Nz, u,I), x€l, ueU.Itwil always be clear from the context if A refers to the rate transition
measure or the jump rate function.

We introduce the following assumption.

Assumption 4.1.

1. The space of control actions U is a compact metric space.
2. For each € I the map u — A(z,u, ) is continuous from U to M(I), hence bounded and uniformly continuous
onU.
3. sup Az, u) < +oo.
(z,u)eIxU
Remark 4.2. We recall that at the beginning of Section 3 we endowed the space M(I) with the total variation
norm. Notice, also, that compactness of U entails that P(U) is a compact metrizable space, too.
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To define the triple of processes (X, Y, u) presented above, we need to put ourselves in a canonical framework
for a continuous time pure jump Markov process. as follows

— Let Q = {w: [0,400) — I, cadlag} be the canonical space for I-valued pure jump Markov processes. We
define X;(w) = w(t), for w € 2, ¢t > 0.
— The family of o-algebras (X;);>0 given by

XS =0(Xs,0<s<t), X°=0(Xs52>0),

is the natural filtration of the process X = (X;);>o0.
— The observed process Y and its natural filtration ()});>0 are defined as

Yi(w) = h(X;(w)), t >0, w € Ve =0(Y,,0<s<t), t>0.

We can equivalently describe this process via a marked point process (7, Tn )nen together with the initial
condition 79 = h(&) = Y.
— The class of admissible controls is given by

Upi = {u: Q % [0, +00) = PU), (V)0 - predictable}. (4.1)

Regarding the choice of P(U)-valued control processes, see Remark 4.3 below.
— For every p € P(I) and all u € U,q we denote by P}; the unique probability measure on (Q, X°) such that
the process X is a pure jump Markov process, with initial law g and (X}):>o-compensator given by

v (w; dtdz) = 1t<Toe(w)/ X (w),u,dz) ug(w;du)dt, weQ (4.2)
U

where T (w), w € Q is the accumulation point of the sequence of jump times of X, sometimes called the
ezplosion point. Uniqueness of the probability measure P} is granted by ([39], Thm. 3.6).

— Let X" be the P}j-completion of X°. We still denote by P}} the measure naturally extended to this new
o-algebra. Let Z#" be the family of sets in X*" with zero PJi-probability and define Y{"" = o(Jy U
Zwwy ¢ >0.

Remark 4.3. Considering P(U)-valued control processes (the so called relazed controls), instead of ordinary
U-valued processes, has considerable technical benefits that will allow us to prove the existence of an optimal
control. At this stage such a choice has almost no impact on the problem itself (except for a slightly more
complicated notation), being both U and P(U) compact. It is important to notice that relaxed controls can be
approximated by ordinary ones, and the latter are included in this formulation by considering the isomorphism
between U and the subset of P(U) given by Dirac probability measures.

Two consequences can be deduced from point process theory, summarized in the following two remarks.

Remark 4.4. From point 3 of Assumption 4.1 it follows that the processes X and Y are both Pj-a.s.
non-explosive, i.e., that the accumulation points of their respective sequences of jump times are equal to
+00, Pj-a.s. For this reason we will drop the term 1;<7, appearing in (4.2).

Remark 4.5. Predictable processes with respect to the natural filtration of a point process admit a precise
description (see, e.g., [39], Lem. 3.3 or [16], Appendix A2, Thm. T34). A control process u € U4 is completely
determined by a sequence of Borel-measurable functions (u,)nen,, With u,: [0, +00) x O x ((0,+00) x 0)" —
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P(U) for each n € Ny, so that we can write
ug(w) = ug(t, Yo(w))1(0 <t < 711 (w))

+ Z Un, (£, Yo(w), 11 (w), Yoy (W), ..., Tn(w), Yz, (W) 1T (w) < t < Tpg1(w)). (4.3)

This kind of decomposition will be of fundamental importance in the analysis of the optimal control problem.
Moreover, we will frequently switch between the notation (us);>0 and (un),ex, and, to simplify matters, we
will often use the more compact writing uy,(+) instead of u, (-, Yo(w), ..., ™ (w), Ys, (w)), n € Np.

Our optimal control problem aims at minimizing, for all possible initial laws pu € P(I) of the process X, the
following cost functional

J (i u) = E2 [ /0 T ot /U FOX0w) ug(du) dt|, 1w € Ung (4.4)

where f is called cost function and 8 > 0 is a fixed constant called discount factor. The optimal cost is represented
by the value function

V(p) = inf J(u,u). (4.5)

uel,q

We make the following assumption on the cost function f, ensuring that the functional J is well defined (and
also bounded).

Assumption 4.6. The function f: I x U — R is bounded and uniformly continuous. In particular, for some
constant C'y > 0 it holds that

swp (e < Cy. (46)
(z,u)eIxU

We can transform the problem formulated above into a complete observation problem by means of the filtering
process. This is defined as the P(I)-valued process given by

PHX, c A| YY), t>0,AeT.
In our case, its state space is the subset of P(I) called effective simplex A, and defined as

A, = U Ay, Ay={veP):v(h ' (y)°) =0}, y€O. (4.7
yeO
It is worth noticing that the filtering process is a (V!"");>o-adapted process and since (V!"");>o is right
continuous we can choose a (V;"");>o-progressive version. We will assume this whenever needed.
The filtering equation and the characterization of the filtering process as a PDP are generalizations of the
corresponding results in Sections 2 and 3. Since their proofs are mere adaptations of those already provided, we
state these results without proofs.

Theorem 4.7. For each y € O, let Fy: M(I) x U — M(I) be the map defined as

Fy(v,u) =Bjv —vBjv(I), veMI),uelU (4.8)
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where the controlled operator By, is defined for ally € O and u € U by
Byv(dz) = lh_l(y)(z)/)\(x,u, dz)v(dz) — A(z,u)v(dz), v e M(I). (4.9)
I

For ally € O, p € Ay and all measurable m: [0,4+o00) — P(U), the ODE

%z(t) = /UFy(z(t),u) m(t;du), t>0,

z(0) = p,

(4.10)

admits a unique strong solution z: [0,+00) — M(I). Moreover z(t) € A, for all t > 0.

Remark 4.8. Similarly to what we did following Remark 3.2, for all measurable control functions m as above
we can define a global controlled flow ¢™ on A, so that the solution z to (4.10) can be denoted by ¢;". In this
way, for all fixed control functions m and t > 0, p = ¢7'(¢) is a function A, — A, leaving each set A, invariant.
We also associate to the global flow a global controlled vector field F: A. x U — A, defined as

F(v,u) = Fy(v,u) = Bjv —vByv(I), veA,uel. (4.11)

Theorem 4.9 (Filtering equation). For allw € Q define 7o(w) = 0 and for fized u € U,y the stochastic process
Tt = (1)) >0 as the unique solution of the following system of ODEs

a4
at "
o (W) = Hyy(w)lul

T (w) = Hy () [A(ﬂ'”’u (w), u, - (w)(w))], n € N.

T (w)

(W) = /UF(Wé"u(w),u) ug(w;du), te€ [m(w), Tmr1(w)), n € Ny
(4.12)

where F is the vector field defined in (4.11), H is the operator given in Definition 2.7, A: A, x P(U) = M4 (I)
is defined as

A(v,u) = 1p-1(y)e(2) // Az, u,dz) u(du) v(dz), ve A, uePU) (4.13)
1Ju
and the quantity wi",“(w)(w) is defined as
wﬁi“(w) w) = t%lira)_ N (w), on{w € Q: Th(w) < o0}

Then, "™ is (V§)i>0-adapted and is a modification of the filtering process, i.e.,
M (A) =Pi(X, € A YY), Ph-as,t>0,AcT.
Remark 4.10. Thanks to the structure of admissible controls shown in (4.3) we can write (4.12) as

d
aﬂ'#’“ = / F(rl" w) un(t, Yo, ..., Tn, Ve, 5du), t € [Tn,Tns1), n € Np,
U

”T(l;’u = Hy, [/“LL

ot = Hy, [A(W’T‘;,un,l(Tg,Ym e Ta-1,Y5,1))], neN.
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The filtering process is again a PDP. Notice that, in general, it is no more a Markov process, due to the
past-dependent structure of admissible controls. Its characteristic triple (F, r, R) is given by the controlled vector
field F' defined in (4.11), a controlled jump rate function r: A, x U — [0, +00) and a controlled stochastic kernel
R, i.e., a probability transition kernel from (A, x U, B(A.) @ U) to (A¢, B(Ac)). More precisely

F(v,u) = F,(v,u) = Byv —v B,v(I )7 velAy,uel,

r(v,u) = —Bly( / zu, k7 (y)) v(de), vEA, ueD, (4.14)

R(v,u, D) ::/ p(Hy[A(v,u)]) p(v,u,dv), veA,, DeB(A), uel,

where p is a transition probability from (A, x U, B(A.) @ U) into (O, O) defined for all v € Ay, u € U and all
B €O as

- z,u, bt v(dz), ifr(v,u
p(v,u, B) = r(y,u)/ﬂ(’ BN AyD) v(dae), if r(v,u) >0,

qy(B), if r(v,u) =0,

(4.15)

where (gy)yco is a family of probability measures, each concentrated on the level set h=1(y), y € O, whose exact
values are irrelevant. Since for any given v € A, and u € U the probability p(v,u,-) is concentrated on the set
O\ {y}, the probability R(v,u,-) is concentrated on A, \ A,.

Remark 4.11. Under Assumption 4.1 we have that sup(,, ,jea, xv [7(p; )| < C; for some C;. > 0.

Theorem 4.12. For everyv € A, and allu € Uyg the filtering process 7% = (7" )i>0 defined on the probability
space (2, X°,PY) and taking values in A, is a controlled PDP with respect to the triple (F,r, R) defined in (4.14)
and with starting point v.

More specifically, we have that for all n € Ny and PY-a.s.

PN = lru(t — ),  on {7, <400}, t € [Ty, Tny1) (4.16)

P (Tni1 — T > t, 7 < +00 | Y2H)

=1, <ioo exp{ / / u”( +T") (), 1) wp (s + 7 3 du) ds}, t>0 (4.17)

Pu( ED Tn+1<+00|y )

n+1

= 1Tn+1<+OO/I;R( ::_Ln( +T")( n+1 )au; D) un(Tn_-‘rl ;du)a D e B(Ae) (418)

T+1

v,u

where, for each n € Ny, (;5”” is the flow starting from w%" and determined by the controlled vector field F

under the action of the control function u, (-, Yo, ..., Tn, an)-

Remark 4.13. In optimal control problems for PDPs (see e.g. [32]) it is customary to define the class of
admissible controls as piecewise open-loop controls. These control functions, first studied by Vermes in [49],
depend at any time ¢ > 0 on the position of the PDP at the last jump-time prior to ¢ and on the time elapsed
since the last jump.
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In (4.1) we specified a different class of admissible controls, more suited to our problem and imposed by the
fact that we are dealing with partial observation, hence equations (4.16)—(4.18) are changed with respect to the
standard formulation with piecewise open-loop controls.

Another difference with respect to the usual definition of a PDP is the absence of a boundary behavior,
i.e., the specification of a transition kernel giving the post-jump position of the process in case it touches the
boundary.

Now that we have a precise description of the filtering process, we can use it to rewrite the cost functional
J defined in (4.4). In fact, since control processes u are ();):>o-predictable and we know that the filtering

process % provides us with the conditional law of X; given Y!"", for all ¢ > 0, an easy application of the
Fubini—Tonelli theorem, of the freezing lemma and Remark 4.5 shows that

" / *ﬂt/ “(fiu ut(du)d}

rtoo rrn
S L A u)unu;du)dt}

-n=0""n

. (4.19)
=B Y e Tn/ e Pl T /Qﬁl‘,f“" (5 1, 0) (8 + 73 )t

-n=0

oo
= EE Z e_ﬁTn,g(ﬂ¢'2U7un(- + 7, Yo, 11, YTI, ey Ty YT")):|

-n=0

where the function g, that will be defined precisely in (4.29), represents the double integral appearing in

the third line and Xuli(u+r") is the survival distribution appearing in (4.17). The notations ¢ (f; u,t) =

7 flx,u) ¢ (t; dz) and (s u) = [, f(z,u) 7" (dz) are adopted.

At this point, as is customary in optlmal control problem with partial observation, a reformulation of the
original optimal control problem is necessary. We have to introduce a separated control problem with full
observation, having as new state variable the filtering process. More specifically, as (4.19) suggests, we can
address a discrete-time problem for the process given by the pair of jump times and post-jump locations of the
filtering process. We will show that the original control problem and the separated one are equivalent, providing
also a precise description of the relationship between their respective control strategies.

4.2. The separated optimal control problem

In this subsection, we will reformulate the original optimal control problem into a discrete-time one based
on the filtering process. This reformulation will fall in the framework of [14] (from which we will borrow some
terminology), a fact that enables us to use known results to study the value function V' defined in (4.5). We
will prove the equivalence between the original control problem and the separated one. In particular, we will
show that the value function V' can be indirectly studied by its counterpart in the separated problem, thanks
to the equality proved in Theorem 4.19. We will prove that the value function of the separated problem is
lower semicontinuous and we will characterize it as the unique fixed point of a suitable contraction mapping in
Theorem 4.18.

Let us now introduce the separated problem, starting to choose the action space as the space of relaxed
controls

M ={m: [0,+00) — P(U), measurable}. (4.20)
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We recall that M is compact under the Young topology (see e.g. [32]). The set of ordinary controls
A= {a:[0,4+00) = U, measurable} (4.21)

can be identified as a subset of M wia the function ¢ + 0,1y, @ € A, where §,, denotes the Dirac probability
measure concentrated at the point v € U. Thanks to ([52], Lem. 1), A is a Borel space when endowed with the
coarsest o-algebra such that the maps

oo
. /O et (t, alt)) dt

are measurable for all ¢: [0, +00) x U — R, bounded and measurable. The class of admissible policies Agq for
the separated problem is given by

Aad = {a = (an)pery, an: Ae x ((0,+00) x Ae)n — M measurable Vn € Ny} (4.22)

In the separated problem, the state to be controlled is represented by the filtering process, therefore we put
ourselves in a canonical framework for this process.

~ Q= {w:[0,+00) = A., cadlag} denotes the canonical space for A.-valued PDPs. We define 7,(0) = w(t),

forweQ,t>0, and

77'0((,7}) =0,
2(@) = Inf{t > Tt (@) st 7 (@) £ 7o (@)}, nEN,

Too (@) = nh_}n;o Tn(@).

— The family of o-algebras (F});>0 given by

FP=0(7s,0<s<t), F°=0(7s,s>0),

is the natural filtration of the process @ = (7¢)¢>0.

— For every v € A, and all a € A,q we denote by P2 the probability measure on (£, F°) such that the
process 7 is a PDP, starting from the point v and with characteristic triple (F,r, R). With this, we mean
that for all n € Ny and P2-a.s.

T =¢7" (t—Tn), on {7, <400}, t € [Tn, Tny1)- (4.23)

¢
P2(Fpg1 — T >, Tn < +00 | F2 ) =17, c oo exp{—/ / r(gzr (t),u) an(s;du) ds}, t>0. (4.24)
0o Ju

153(7_1—7'77,4-1 € Dv Tnt1 < +00 | f;— )
nt1

= 17n+1<+00 / R(¢?r2n (%'r;rl - ’T—n)u u; D) an(%r;rl —Tn ;dLl), D e B(AE) (425)
U

where we simplified the notation by indicating a,, = a, (7o, ..., Tn, T, ) and, for each n € Ny, we denoted
by (;5?;;" the flow starting from 7z and determined by the controlled vector field /' under the action of
the relaxed control a, (%o, .., 7n,7r,). We recall that the probability measure P2 always exists by the
canonical construction of a PDP.
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~ For every Q € P(A.) and every a € A,y we define a probability P3 on (©,F°) by P3(C) =
Ja, P2(C)Q(dv) for C € F°. This means that Q is the initial distribution of 7 under P.

— Let F22 be the Pa—completion of F°. We still denote by 1322 the measure naturally extended to this new
o-algebra. Let Z92 be the family of sets in F@2 with zero Pg—probability and define

FRr=o(FpuZ?®), F= () F2% t>0
QEP(A.)
acAyq

(Fi)i>o is called the natural completed filtration of 7. By a slight generalization of theorem ([32], Thm.
25.3) it is right-continuous.

The PDP (Q,F, (Fi)i>0, (7t)t>0, (Pa)igﬁad) constructed as above admits the controlled characteristic triple
(F,r, R) defined in (4.14). To simplify the notation, let us introduce the function x}', depending on p € A, and

m € M, given by
¢
X, (t) = exp{—/0 /Ur(qb:,”(s)m) m(s;du) ds}, t>0. (4.26)

In this way, with a slight abuse of notation, we can write (4.24) as
P2(Fpq1 — T >t | F2 ) = x0n(t), t>0,on {7, < +oo}.
Notice that xj" solves the ODE

%z(t) = —z(t)/Ur(qS;"(t)?u) m(t;du), t>0,

z(0) = 1.

(4.27)

The observed process Y can be defined on Q as follows. Let us introduce the measurable function projy : A. —
O given by

projy(p) =y, ifpe€ A, for somey e O

and set
] projy (Ro@)),  t€ [0,7(@).
Yi(w) = projy(ﬁmw)(@)), € [7n(@), Tns1(®)), n € N, 7o (@) < 400,
Oco), [ ( ) ) ( )<+OO

where 0o, € O is an arbitrary state, that is irrelevant to specify, since under Assumption 4.1 for each fixed v € A,
and a € A,q we have that 7., = +00, P -a.s. In other words, the observed process is Pa a.s. non-explosive.

Next, we define the cost functional J absomated to the separated optimal control problem In analogy to the
form of the original cost functional J shown in (4.19), we define

+oo
J(v,a) = E2 {Z e P g (% an(Frgs - T Tr)) |, ¥ € Agy @ € Agg (4.28)
n=0
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where g: A, x M — R is the discrete-time one-stage cost function

+oo
g(v,m) ::/ e Ptym( /(bm £ u,t)m(t;du) de. (4.29)

0

Notice that we again adopted the notation ¢7*(f; u,t) f I ™ (t; dz). The optimal cost is given by the
value function of the separated problem, defined as

v(v) = ag‘fad J(v,a). (4.30)

A first step to prove the equivalence between the original control problem and the separated one is to establish
a connection between the cost functionals J and J, respectively, given in (4.4) and (4.28).

Theorem 4.14. Fiz p € P(I) and let Q € P(A.) the Borel probability measure on A, defined as
Q=poh™ o H™Y, H(y) = Hylu). (4.31)

For allu € U,q there exists an admissible policy a € Ayq such that the laws of 7% under P}, and of ™ under
_?2 are the same. Moreover, for such an admissible policy

/ J(v,a) Q(dv) /J a)poh~(dy). (4.32)

Vice versa, for all a = (an)nen € Aqa there exists an admissible control u € U,q such that the same conclusions
hold.

Proof. Let us start from the first part of the theorem. Given an admissible control u € U4 we are able to
construct a corresponding admissible policy in the following way. Let us define the functions a,, : A, X ((O7 +00) X

Ae)n — M as

an(VOa <y 8n, Vn)(t,du) = Un (t + Sn,pI'OjY(l/()), ceey Sn,pI'OjY(Vn) adu)

for all possible sequences (v;)7—y C A, and (s;)1; C (0, +00).

Thanks to the fact that projy is Borel-measurable and that M is a Borel space, we can apply ([52], Lem.
3(i)) to conclude that each function a,, is measurable. Therefore, we have that a = (an)nen, € Aad-

The laws of 7#" under P}} and 7 under 1522 are determined respectively by the distributions of the stochastic
processes {mh"", 71, Wﬁl’“, ...} and {7o, 71, 7s,,...} and by the flows associated to the controlled vector fields F™
and F2. These laws, in turn, can be expressed via the initial distributions of 75" and 7y and the conditional

distributions of the sojourn times and post-jump locations, i.e., for ¢ > 0, D € B(A.) and n € N the quantities

PE(Tn — Tpe1 > t, Tho1 < Foo | mhY, .. yTn—1, ™% ); (4.33)
P} (Tn — Tn1 > t, Tno1 < 400 | Toy oy Tue1, Tr,y )5 (4.34)
Pl(rlY € D, 7, < oo [y ", w7 (4.35)
P} (77, € D, 7, < 400 | 7o, . .. ,77'-;”71,’7'“). (4.36)

We now prove that under the two different probability measures P}; and f_’% the initial laws of "™ and 7o and
the distributions (4.33)—(4.36) are equal.
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Initial distribution. This is immediate, as for fixed D € B(A.) we have that

P (rl" € D) = Pl (Hy,[u] € D) = P4 (Yo € H™ (D))
=P} (Xo e " (HY(D))) = u(h~'(H™1 (D)) = Q(D)
while chig (To € D) = Q(D), by definition of 1322.
Sojourn times. Let us analyze first the conditional law (4.33). Notice that since we are considering (4.33) on
the set 7,1 < +o0, 7" is well defined and the law of 7, — 73,1 is not trivial. Fix po,...,pn—1 € A., where
foreachi=0,...,n—1, p; € Ay, for some by # b1 # ... # b1 € O; fixalso 0 < 51 < ... < 5,1 < +00. Since

a trajectory of the observed process Y uniquely determines a trajectory of the filtering process 7" and vice
versa, we can immediately deduce that, up to Pj;-null sets

eu oy, Tae, ) and yfﬂ;“ o(my™, . mt T,
From this fact and (4.24) we can write for ¢ > 0
Pi(Tn —Tno1 >t Tno1 < 400 | 10" = pos ooy Tno1 = Spo1, T = pn1)
_Xg: () —exp{ / / ;: (s )un 1(s + $n—1, bo, ...,snhbnl;du)ds}.

The function un—1 = tn—1(- + Sn—1, bo, - -, Sn—1, bp—1) can be clearly expressed as

un—l(' + Sn—1, pron(pO)a ceey Sn—1, prOjY(pn—l))-
Therefore, if we compare the previous computation with

PO(Tn — Tno1 >, Tt < +00 [ To = P05 -+ s Tn1 = Sp—1,T7,_, = Pn—1)
(1) exp{ / [ #6526 ancs o ...,sn_l,pn_n(s;du)ds}

we get the desired result, by definition of a.
Post-jump locations. Continuing with the notation previously introduced (to which we simply add a new
value s, such that 0 < 51 < -+ < s, < +00), we can write (4.35) as

Pl(rlY € D, 7, < oo | my™ =po,..., 7 = ppo1,Tn = Sn)
= / R(¢pm= (s — sn—1),u5 D) un_1(s;,, bo, - -, Sn—1, bn—1;du).
U
On the other hand, we know from (4.25)
PO (77, € D, T < 400 | o = Po, -+ Tr,_y = Pn—1,Tn = Sn)

= / R( Z::ll(s;b - Sn—l)vu;D) an—l(pOa <oy Sn—1, pn—l)(s»,: — Sp—1 ;du)~
U

Hence, again by definition of a we get the equality of the conditional laws (4.35) and (4.36).
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We are left to prove (4.32). Fix p € P(I) and u € U,q with corresponding a € A,q defined as above. Let us

define the function ®: Q — R as
+oo o
(@)=Y e Eg(7r ()(@), an(To(@), - .., (@), Tr,, (2 (@)
n=0

—+oo
= Z 67&_—”(&))9(7_77’—”(@) ((D), Un(' + ’T_n(a))a <oy Tn (‘D)v pI'ij(ﬁ-;—n(@) ((I)))) :

n=0

Thanks to Assumptions 4.1 and 4.6 this function is bounded. Since for each n € Ny the functions a,, (equivalently
u,) are measurable it is also F-measurable.

Now, take w = m%(w), w € Q. It is clear that for all ¢ > 0 we have 7 (w) = w(t) = m""(w) and also, by
definition of the jump times (7, )nen,, that 7,(w) = 7, (w), Pjj-a.s. Then, we get that P}-a.s.

+oo
O(rt M w)) = Y e P Wg(altl ) (@), un( + T(w))
n=0
+oo
= Z e_BT"(w)g(Wi:?w) (w)a Un( + Tn(w)v R Tn(w)7 an(w) (w)))’
n=0

hence, comparing this result with (4.19) and applying the Fubini-Tonelli theorem we obtain

T = [ @ w)Pi) = [ #@Pyw) = [ 0@ [ Poas Q)

Q Q e

:/AE{/Q@(Q)P*;(d@)}Q(dV) =/Ae J(v,a) Q(dv)

by definition of the functional .J.
To prove the second part of the theorem, fix p € P(I) and a = (an)nen € Aqa- We define, for each possible
sequence by, by,... € O and sy,... € (0,+00) the following quantities by recursion for all n € N

po = po(bo) = Hy, [1]
Pn = Pn(bo, S1y+++,5n, bn)
. {an [A( ;)Z:i (57: - Sn—l)van—l(pOa .. -,S7L—1,pn_1)($; — Sp—1, ))], if s1<...< 8,

0, otherwise

Here, A is the function defined in (4.13), so = 0 and p € A, is an arbitrarily chosen value.
For all n € Ng we define the functions u,: [0,400) x O x ((0,+00) x O)" — P(U) as

u”(t7 Bos - -+ $m by du) _ {an(p07 cees snapn)(t — Sn ;du)a lft > Sn,
u, if t < sy,
where u € U is some fixed value that is irrelevant to specify. Thanks to the fact that each of the functions
(boy - -+ Snybpn) — Dy is Borel-measurable and that M is a Borel space, we can use ([52], Lem. 3(ii)) to conclude
that all the functions u,, are Borel-measurable and therefore u = (uy)nen, € Uad-
Now the proof follows the same steps of the first part. Equality between the laws of 7" under P}; and 7
under f’% is established by proving equivalence between the initial distributions of the two processes (that have
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not changed from the first part of the proof) and of the conditional distributions

PE(Tn — Tpe1 >t Tno1 < 400 | Yo, ..oy Tno1, Yo,y );
Py (Tn — a1 > t, Tno1 <400 | Yo, .o, Tne1, Ya, L)
Pz(ﬂﬁlu €D, <+o0|Yo,...,Yr 1, Tn);
Py (77, € D, T < +00 | Yo,..., Yz |, T0),

where ¢t > 0, D € B(A.) and n € N. B
Finally, to prove (4.32) it suffices to define ®: QO — R as

Ze_BT"(“) @) (@) Un (- + T Yo (@), ., T (@), Vi () (@))-

and notice that p,(Yp, ..., 7, Yz, ) = 75, , so that we can write
+00 o
@) =Y e Og(7r () (@), an(To(@), ..., T (@), T, (@) (@)).
n=0
The desired equality follows from the same reasoning as in the first part of the proof. O

Remark 4.15. It is clear that the class A,q is strictly larger than the corresponding class of piecewise open-loop
controls, commonly adopted in PDP optimal control problems. This is due to the fact that policies in A,4 can be
past-dependent, while a piecewise open-loop control depends only on the time elapsed since the last jump, on the
last post jump location and (in our case) on the last jump time. Nonetheless, we will see in Theorem 4.18 that
an optimal policy exists and is a stationary policy. These policies, hereunder defined, correspond to piecewise
open-loop controls, as the reader may easily check.

Definition 4.16. A policy a € A,q is said to be stationary if it is of the form a = (ag,aq,a,...), where
ag: Ay = M and a: (0,+00) X A, — M are measurable functions, the former depending on the starting point
of the filtering process and the latter depending, between two consecutive jump times, on the last jump time
and post jump location.

We conclude this paper by proving that the original and the separated optimal control problems are equiva-
lent. We need, first, to provide a characterization of the value function v of the separated problem as the unique
fixed point of the contraction mapping G: By(Ae) — Byp(A,), defined as

Guiw) = inf, [P0 |65 (1 a0.0) + 62 0.0(0) [ wIREEO. 0] ar ve . (@3

e

where the infimum is taken among all possible ordinary controls in the set A, defined in (4.21). It is rather easy
to show that G is a contraction.

To prove this characterization of v, we need to show first a weaker form of the Feller property for the controlled
transition kernel R defined in (4.14).

Proposition 4.17. Let Assumptz'on 4.1 hold. Then, for every bounded and continuous function w: A, — R the
map n — r(n,u fA R(n,w;dp) is continuous on A uniformly in u € U.



NOISE-FREE STOCHASTIC FILTERING AND OPTIMAL CONTROL 35

Proof. Fix u € U and n € A, i.e., n € A, for some y € O. We want to show that for any € > 0 we can find a
number § > 0, not depending on u, such that:

() / w(p) R, s dp) — (9, u) / w(p)R(D, u; dp)| < (4.38)

AG Ae

for all ¥ € A, such that ||n — J||rv < 0.

Let us fix € > 0. We consider, first, the case where r(n,u) > 0. It is easy to see that the function n — r(n,u)
is continuous on A, uniformly with respect to w € U. Therefore, choosing € small enough, we can consider
r(¢,u) > 0. In this case, (4.38) corresponds to:

/ / L1 (2) {0 (i [A . w)]) M, d2) () —w(Hh(z)[A(q‘},u)])A(m,u,dz)ﬂ(dx)}‘
1J1 (4.39)

= ’/I{W(Hh(z) [A(n, w)]) A(n, u)(dz) — w(Hpz) [A(ﬁ,u)])A(au)(dz)}‘ <e.

Let B := supp (A(n, u)) and By := B°Nh~!(y)¢. Then, repeatedly applying the Fubini-Tonelli theorem, the last
line of (4.39) can be rewritten and estimated as follows:

[ (b)) [ N, d) o) — o(a)]
+ /B {0 (H o) (A, W) = w0 (Hay AW, )]) JAW, ) (d2)

- [ wlehoaaw. @)} (4.40)

Bo

< 26 sup [w(p)| 1 = Vv
+ [ fuH Ao ]) = w(Huo A0 M@ 02,
B

where Cy = sup, ,)erxv AN, u) is finite thanks to point 3 of Assumption 4.1.

It is clear that the first summand can be made smaller than §, choosing || — 9|7y < 4§, for some § > 0
depending only on the constant C'y and the function w. We need to show that this is also the case for the second
summand.

Fix z € B. Since w is continuous, it is clear that there exists & > 0 such that, if | Hpiz)[A(n, w)] —
Hy ) [AW, u)]|l7v < 5, then |w(Hh(z) [A(n,u)]) - w(Hh(Z) [A(ﬂ,u)m < £. A priori § may depend (apart from
€) also on z, u. However, if we are able to show that the map 7 + Hp(;)[A(n,u)] is continuous for all
z € B, uniformly with respect to u, then it follows that there exists ¢ > 0 such that, if |n — ¥||rv < 4, then
| Hp 2y [A(0, 1)) = Hp () [A(D, w)]||7v < 5, and by dominated convergence the claim follows immediately.

To show this fact, let us call § := h(z) and notice that n — Hyz[A(n,u)] is a function defined from A. into
itself and that, in particular, Hz[A(n,u)] € Ay. Moreover, from Definition 2.7 (recall that z € B), we have that
for all A € 7:

[ ][0}

14A(n,u) o h=1(dv)
A(n,u) o h—1(dv)

1AA(9,u) o h=1(dv)
~A(9,u) o b1 (dv)

| Hy[A(, w)](A) — Hz[ AW, w)](A)] = ‘ @) ()]
Since ||n]|7v < 2sup4e7|n(A)| (see (B.1)), we have to show that we can make the last absolute value small as
we wish for any A € 7.
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To prove this, we resort to this useful fact from measure theory. Since O is a complete and separable metric
space, its Borel o-algebra O is countably generated. Hence, by ([15], Thm. 6.5.5) there exists a measurable
function ¢: O — [0,1] such that O = {¥~*(B): B € B([0,1]) }. Therefore, it is enough to prove the last assertion
in the case O = [0, 1], which is done in Lemma A.4 in Appendix A. In fact, we can reduce the general case to
this one as follows. We define the measures

Vapa(dv) = 1aA(n,u) o h™ oy~ (dv) < A(n,u) o h™ o™ (dv) = vy, (dV)
Vawu(dv) = 14A0,u) o h™ o™ (dv) < A(W,u) o b o™ H(dv) =t vy, (dv).

Thanks to the respective absolute continuity we may define the Radon-Nikodym derivatives ga . (t) ==

% and ga.9.4(t) = % and use Lemma A.4 for each fixed A € Z. We can now define the

O-measurable functions fa,.(y) = ganu(¥(y)) and fa,9,u(y) = ga9,.(¥(y)). Since for any B € O there
exists C' € B([0,1]) such that B = ~1(C), we get:

14A(,w) 0 h™Y(B) = 4.y (C) = /[ 10088000 0D

- / 16 ()90 (1) Al u) 0 ™ (dy) = / 15(4) Famn(9) A ) 0 B (dy).
O O

Hence, Hj[A(n, w)](A) = fan.(9) and, similarly, H3[A(Y, w)](A) = fa.9..(7).
Summing up, we have shown that for any £ > 0, any v € U and any A € Z

| HylA(n, w)](A) — Hy[ AW, w)](A)| <&

if we choose & > 0 (not depending on u, A) such that || — 9|7y < é. Therefore, for each z € B the map
n = Hpy[A(n,u)] is continuous uniformly with respect to u and the claim follows applying the dominated
convergence theorem to the last line of (4.40).

We are left to prove (4.38) in the case r(n,u) = 0. If we have that also r(},u) = 0, then the claim is trivial.
If, instead, (¢, u) > 0, then

) [ w)ROndp) — (.00 [ IR0, dp>\

e

o) [ w(p)Rw,u;dm\ - \ / / Lo e (2D (o [A(9, ) Al u, d2) 9(d)

< sup [w(p)| A, u) (A~ (y)°).
PEA.

_ ’ / w(Hy oy [A@, w)]) A8, 1) (d2)

Since 0 = r(n,u) = A(n,u) (R~ (y)°), we easily get
AW, u) (P ()%) = [AW,w) (R (y)%) = Aln,w) (R~ (y))] < Cxlln = Illzv,

hence (4.38) holds as long as we choose § = ¢[C sup,ea, [w(p)|] ~! which does not depend on wu. O

We can now proceed and prove the characterization of the value function v of the separated problem as
the unique fixed point of the contraction mapping G defined in (4.37). We can reduce the separated problem
to a Markov decision process, by a construction analogous to that provided in [19]. Therefore, we can invoke
standard results from [14], in particular those connected to the so called lower semicontinuous models, of which
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our problem is an instance. Thanks to those results and the similar ones proved in [19], we can state the following
theorem, whose proof is omitted.

Theorem 4.18. Under Assumptions 4.1 and 4.6 we have that:

(1) There exists an optimal stationary policy a* € Aqq, i.e., a policy such that
v(v) = J(v,a*), foralveA,.

(2) The value function v is lower semicontinuous and is the unique fized point of G.
We can finally prove the equivalence of the original and the separated optimal control problems.

Theorem 4.19. Under Assumptions 4.1 and 4.6, for all p € P(I) we have that

V() = [ o, ) o 1 @), (4.41)

Proof. First of all, let us notice that, for all fixed p € P(I), the map y — v(H,[u]) is integrable with respect
to the probability measure p o h~!, being bounded and measurable. In fact, its boundedness is granted by
Assumption 4.6 and its measurability follows from the lower semicontinuity of v, proved in (2) of Theorem 4.18,
and the fact that y — H,[u] is measurable by construction of the operator H.

Recall that we know from Theorem 4.14 that for all u € P(I)

J(u) = /O J(H, 1), 2) po b (dy),

where u € U,q and a € A,y are corresponding admissible controls and admissible policies. -
Let now p € P(I) be fixed. It is obvious that V(u) > [, v(Hy[u]) o h™!(dy). In fact, since J(H,[u], a) >
v(Hy[p]) for all a € Ayq and all y € O, we get that for all u € Uyq

JWﬂﬂEZévUQMDuoH*Mw,

and we get the desired inequality by taking the infimum on the left hand side with respect to all u € U,q.

The reverse inequality is easily obtained by taking an optimal policy a* € A,4 (whose existence is guaranteed
by (1) of Thm. 4.18) and considering its corresponding admissible control u* € U,q. From Theorem 4.14 we
immediately get that

WMSJWmﬂ=/

T2 o b dy) = [ o, ) o ™ () 0
(@)

O
Remark 4.20. As it is known from the literature, we could search for other characterizations of the value

function v, most notably, as the unique solution of a Hamilton—Jacobi—-Bellman equation (or HJB for short). In
this case, it is the following integro-differential infinite-dimensional equation

H(v,Dv(v),v) + pv(v) =0, veA, (4.42)
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with the Hamiltonian function H: A, x M(I)* x UCy(A.) — R defined as'

fﬂw%ww:mm{4mexm—uwno—wwm/’

[0p) ~ 0] RO dp)

uelU Ae

As usual, one can expect that classical solutions to the HJB are hard (if not impossible) to find, i.e., continuous
and Fréchet differentiable functions v: M(I) — R that satisfy (4.42). It is even more unlikely that the value
function v of the separated optimal control problem, defined in (4.30), is the unique classical solution. What is
more viable is to try to prove that v is the unique wviscosity solution to the HJB, in a suitable sense. The theory
of viscosity solutions, pioneered by Crandall and Lions (see, e.g., [11, 28] and [36] for connections with optimal
control problems), has provided a sound tool to give meaning to solutions of HJB equations, otherwise ill-posed
in the classical sense. The theory has been recently developed also in the infinite-dimensional case, for instance,
in Hilbert spaces (see, e.g. [35]) and in connection with the mean-field games theory (see, e.g. [13]).

Another characterization that one may seek requires the use of backward stochastic differential equations
(or BSDEs for short). One can try to characterize the value function v of the separated problem (or, even
more directly, the value function V of the original control problem, defined in (4.5)) as the unique solution,
in some suitable sense, of a BSDE through the so called randomization method, introduced in [41] for classical
Markovian models. This method requires the introduction of a further randomized control problem, to prove
that it is equivalent to the original optimal control problem (in the sense that the two value functions are equal)
and then to prove that its value function is the unique solution, in a prescribed sense, to the randomized BSDE.
It is a powerful technique, because the assumptions on the data of the problem are rather weak. However, it has
the disadvantage that no information about any optimal control can be deduced. This method has also been
adopted in infinite-dimensional settings (as in [9]), in optimal control problems for pure jump Markov processes
(see, e.g. [7]) and in optimal control problems with partial observation (as in [8, 10]).

These further characterizations of the value function v of the separated optimal control problem are left for
future research.

APPENDIX A. THE OPERATOR H

We first take a closer look at the construction of the operator H, that is based on the existence result provided
in Proposition 2.6. To prove it we need the following lemma.

Lemma A.1. Suppose that I is a compact metric space and fix pn € My (I). For each ¢ € C(I) take a version
(i.e., any function in the equivalence class) of the Radon—Nikodym derivative of puoh™t with respect to o h=*
and define, for fited y € O, the functional Ly: C(I) — R as

_ puoh”!(dv)

If y € supp(p o h™1) there exists a unique probability measure p, on (I,T) such that

%wzzwamwxwean

Remark A.2. The hypothesis that the point y belongs to the support of the measure jt 0 h~! ensures that the
functional L is not zero on the whole space By (I) (for instance, it takes value 1 on the function ¢ = 1, as will
be proved). To see what happens if this is not the case, consider the example below.

1{.,+) denotes the duality pairing between M(I) and M(I)* and UCy(A.) is the space of uniformly continuous and bounded
real-valued functions on Ae.
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Example A.3. Let u € M, (I), O =[0,1] and a point y € O, y ¢ supp(u o h™'). Take (A,)nen C O the
sequence of open intervals given by

1 1
An:(y—ﬁ,y—&-ﬁ)ﬂO, n € N.

By definition of support and set inclusion, we have that there exists a natural number 1 € N such that po
h=1(A,) = 0 for all n > 7. Since pu o h~! is absolutely continuous with respect to u o h~!, we also have that
ppoh™1(A,) =0 for all n > 7 and for all ¢ € By(I). Therefore, thanks to ([15], Thm. 5.8.8) and under the

usual convention % := 0 we have that

pupoh~'(dv) o~ puohT'(A,) _
o (o) W = oA,y O

and we obtain L, (¢) = 0 for all ¢ € By(I).

Proof of Lemma A.1. Fix g € M, (I) and y € O such that y is in the support of g oh~!. Let C denote a
countable dense subset of the set C(I) of continuous functions on I, containing the constant function equal to
1 (denoted by 1) and such that C is a vector space over Q. The result will follow from an application of a slight
modification of the Riesz representation theorem to the functional L, (see [47], Par. 88 for further details).
What we need to prove is that (remember: y € supp(poh™1)):

(1) L, is a linear functional on C (as a vector space over Q).

(2) Ly(‘ﬂ) S Ly(¢): whenever ¥ S 17/}’ @71/) eC.
(3) Ly(1) =1.

Claim 1. Let «, 8 € Q and ¢, € C be fixed and let us define

(ap + BY)poh™! (dv)
proh~(dv)

g(v) = (v), veO.

By definition of Radon—Nikodym derivative we have that for all B € O
/B g(v) proh™ (dv) = (ap + py)uo h™(B) = appo h™'(B) + Byppo h™" (B).

appoh ™1 (dv) . Bypoh”'(dv)
Zaon—tvy And g2 = TSy

measure set C. On this set we may redefine, for instance, g;(v) = g(v) and g2(v) = 0, v € C to have that
g =91+ g2 for all v € O, whence Ly(ap + B1) = aL,(p) + 8Ly (¥).
Claim 2. By linearity, this is equivalent to prove that L, () > 0, for all ¢ € C, ¢ > 0. It is immediate to see

that, for all ¢ > 0, we have that puoh~t € M (I), hence g == % >0, poh '-a.e. Redefining g to be
zero on the p o h~!-null measure set C' € O where this does not happen, we get that L,(¢) > 0.

Claim 3. If {y} is an atom for p then the result is obvious. Otherwise, we can consider u to be atomless,
without loss of generality.

Consider first the case O = [0, 1]. Define (A, )nen C O to be the sequence of open intervals given by

Therefore, setting g1 == we get that g = g1 + go except on a (o h™1)-null

A, = (y—%,y—&-%)ﬁO, n € N.
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Then, by definition of support, we have that for all n € N
poh  (A,) =pu(h™1(A,)) > 0.
Therefore, thanks to ([15], Thm. 5.8.8) we have that

proh~!(dv) y
poh=!(dv) =00 p(h=1(An))

The case of O being a complete and separable metric space is treated by reducing it to the previous case.
This is possible since we are taking the o-algebra O on O as the Borel one, hence we know that O is countably
generated and countably separated. Then, by ([15], Thm. 6.5.5), there exists a measurable function ¢: O — [0, 1]
such that

O ={¢'(B): B B([0,1])}

and, by ([15], Thm. 6.5.7), we know that this function is injective.
We are now in a position to apply the Riesz representation theorem to the functional L, and say that there
exists a unique probability measure p, on (I,Z) such that

Ly(p) = / o(2) py(dz), peC.

We get the same equality for all ¢ € C(I) by uniform convergence. O

We now focus on the continuity of the map n — H,[A(n,u)], where A is defined in (4.13). We recall that the
following lemma is required in the proof of Proposition 4.17.

Lemma A.4. Let Assumption 4.1 hold. Assume, moreover, that O = [0,1] and fix y € O. Then, for each
z € supp (A(n, u)) the function n v Hy()[A(n,u)] is continuous on A, uniformly with respect to u € U.

Proof. Fix e >0, u € U and z € supp(A(n,u)). We need to show that ||Hp.)[A(n, u)] — Hp)[AW, w)][|lrv < e
as long as ||n — ||y < 6 for some § > 0, not depending on u. Since |||y < 2sup ez |w(A)] (see (B.1)), it is
sufficient to prove that for any A € Z we have that |Hy(.)[A(n, u)](A) — Hp)[AW, u)](A)] <e.

Let us fix A € 7 and define § = h(z). Recalling Definition 2.7 and thanks to ([15], Thm. 5.8.8), we can write

 1aA(mu)ohHdv) . 1AA(D,u) o hmH(dv)
= Amwon@) DT Amwen-@n ¥

_ g [1AA(77,u)oh_1(Bn) B 1AA(19,u)oh_1(Bn)}
Tl A u) o hT1(By) AW w)oh I (B,) )’

Hy[A(n, w)](A) — Hz[A(9, w)](A)

(A1)

n—r oo

where B, = (g] — %,g] + %) N O, n € N. Notice that the fractions are all well defined since, by definition of
support, the sets h~!(B,) have all strictly positive measure, thanks to the fact that z € supp(A(n,u)). It is
clear that if the term inside the brackets can be made arbitrarily small uniformly with respect to u, A and n,
then the claim is proved. Hence, we concentrate ourselves on proving this last claim.
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For any fixed n € N we have, using the Fubini—Tonelli theorem

14A(n,u) o h=Y(B,) B 1aA(9,u) o h™( _
AW o h1(By) AW oh 1By — A u)(Cn) A, u)(C

Y(Bn) _ Am,u)(CR) AW W)(C
(¥, u

where C,, := h™}(B,, \ {y}) and C2 = C,, N A. Let us define S := supp(n) and Sy := S\ h~!(y). By definition
of the operator A and adding and subtracting the measure ¥} from the integrals where the measure 7 appears,
we get that the numerator of the last fraction is equal to:

AW )(Co) | A €)= 9](da) = A )(C2) | M. Cy) fn = 9)(d)

S

+[50 )\(x,u,Cn)ﬁ(dx)/S)\(x,u,Cf)ﬂ(dx)—/SO )\(aﬁ,u,C’T’?)ﬁ(dx)/s)\(a:,u,Cn)ﬁ(dx). (A3)

Taking the absolute value and noticing that, for any A € Z and any n € N, C2 C C,,, we get the following
estimate combining (A.2) and (A.3):

’A(WU)(C;?)A(&U)(CH—A(n,U)(C AW, u)(C3) ‘

" [fs z,u,Cp) In—0|(dz)  [g, Az, u,Cn)d(dz)
A(n, u)(Cn) A, u)(Cy)

Js Az, u, Cy) n(dz) Js Mz, u, Cy) n(dz)
(A4)

Next, by definition of the total variation measure, i.e., |n —9J|(dz) = [np — 9] (dx) + [n — Y]~ (dz) (where, the
superscripts T and ~ denote its positive and negative parts), we have that the restriction on Sy of the negative

part coincides with 1), since this holds on any n-null measure set. Therefore, we can rewrite the term inside the
brackets in the last line of (A.4) as

Js Mz u, C) [n — 9|(dx) fs (z,u,Cp) 9(dx)

Jo A, Coyn(de)  J M, Co) (da)
_ S Mau, Cr) [ =01 (dz) g M, u, Cn) [ — Js, M ) O(dx)
fs x,u, Cp) n(dx) fS x,u,Cp) ( ) fs )\(x,u,Cn) (dz) (A5)
fs x,u,Cp) [n — 97 (dx) fhﬂ Mz, u, Cp) [n — 9]~ (dz)
Js Mz, u, Cp) n(dz) fS x,u, Cp)n(dx)

= [t = o),

Suppose, for the time being, we proved that

Cn
M = lim sup esssup sup Az, v, Cn)
n—o0o xzel wueU fS z,u, C ( )

< +00,

where the essential supremum is taken with respect to the total variation measure | — 9. Then, from (A.5) we
would get

/ > zxuucc ) ) In —9|(dz) < M|n —9rv. (A.6)
S
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Therefore, collecting all the computations made so far, we would have
| Hy[A(n,w)](A) = Hy[AW, w)](A)] < 2Mn = Irv <e,

choosing § = 55;. Since M does not depend on v and A, § does not too, so that || Hy[A(n, u)] — Hz[A(D, u)]||l7v <
€, uniformly with respect to u € U.
Let us notice that proving M < +oo is not immediate, because of the dependence on the sets C), of the term

)\(I,U,Cn) < aQ 3 e . ‘e
To 3w u,Co) (@) In fact, thanks to Assumption 4.1 we know that for any « € I and any v € U this quantity is

bounded, but we do not have any information about its behavior with respect to n € N.
Suppose that M = +o0o. Then, for any K > 0, there exists a countable index set Jx such that, for any j € Jg,
)\(1’, 'LL, an )
Az, u, Cp;) n(dz)

A ) 7077,/ : 3
In —I[(A§ k) = 0 and sup,.¢¢s T (@ UC )J)( ] > K for all x € A, i. Finally, for each € A; k there exists
: s M@, u x

€8S SUP,,c 7 SUP, e/ T > K. Moreover, for each j € Jx there exists a set A; x € Z such that
S

u € U such that
Az, @, Cp;) > K / Az, @, Cp; ) n(de). (A7)
S

There are three possible cases.
Case 1. If n(A§ i) > 0, then from (A.7) we immediately get

fa, o Ma i, Gy, ) ()
Js M., C,) ()

However, the fraction is always no greater than one, hence we reach a contradiction letting K 1 +oc.
Case 2. If n(AS x) = 0 and A(z, 4, h=(g)) = 0 for all z € Ajk then [¢A(x, @, h~'(§))n(dz) = 0, hence,
recalling that C,, | h=1(§), we have

Az, 0, Cp,) > K /SA(x,fL,C'nj)n(dx) > K/S)\(z,ﬂ,hfl(gj))n(dx) =

for any j € Jx and any = € A; . Therefore, for any j € Jx

[ M@a.coyndn) = [ M@ ntde) > 0
S Aj,K

whence, by dominated convergence

0 <limsup/ Az, 4, Cp)n(dx) = lim /\(ac a, Cp) n(dx)

n—oo n—oo

:/HILH;OA(x,a,On)n(dx) :/)\(a:,ﬂ,h’l(g}))n(dx) _
S S

hence the contradiction.
Case 3. If n(A$ ;) = 0 and there exists a set Z > Bj x C Aj x such that n(Bj k) > 0 and Az, 4, h~' (7)) >
0 for all z € By, then [¢A(x,a,h ™' (§))n(dz) > 0 and so H := sup,cy [ M@, u, k71 (7)) n(dz) > 0. Since
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from (A.7) we have that A(z,@,C,;) > KH for all j € Jk and all x € Bj i, we get

sup  A(z,u) > Nx,4,Cp;) > KH
(z,w)eIXU

for any K > 0. Letting K 1 400 we reach a contradiction with point 3 of Assumption 4.1. O

APPENDIX B. RESULTS ON THE FLOW OF THE FILTERING PROCESS

We recall that in Section 3 we consider the set M(I) endowed with the total variation norm, indicated
by ||‘llrv = |- |(I) (where | -| denotes the total variation measure). It is worth to recall that this norm is
equivalent to the one defined as M(I) > p +— sup 7 |(A)]. In particular, from the Hahn decomposition of
signed measures, we have that

lullry < 2iglu(/1)| <2|pllrv, peM). (B.1)

To prove Theorem 3.1 we need the following two results.
Lemma B.1. Under Assumption 2.1, for each fixed y € O the operator By, is linear and continuous on M(I).
Proof. Fix y € O. Linearity is obvious. To prove continuity, fix A € Z and u,v € M(I). Then, we get

1Byv(A) — Byu(A)|
- ' [ i) [ M) o= i) = [ Ao = i)

<

J A A0 ) b = )

#| [ 2@ b~ ultan)
A
<2 [ M@l ~ pl(do) £ 25up Ao = v
I e
Since this inequality holds for all A € 7 we easily get

By = Bypllry < 2sup [Byv(A) — Byu(A)| < 4sup A(@)||v — pllrv
AeT xel

whence the continuity of the operator B,,. O

Proposition B.2. Under Assumption 2.1, for each fized y € O, the map Fy is locally Lipschitz continuous on
M(I). In particular, it is Lipschitz continuous on P(I).

Proof. Fix y € O and p,v € M(I). Then, recalling (B.1) and the result of Lemma B.1, we have that

1y (v) = By (wllrv = 1Byy = vByv(I) = By + pByp(D) || 7v
< |1By(v = w)llzv + 1Byu(D) v = plllrv + By (1) — Byp(D)]|lrv
< 4sup A(@)llv = pllrv + Byu(Dl[v = pllry + [[vlirv 1By () = Byu(D)|
e

< @+ lellrv) su;;;A(x)Hu —pllrv + wllov By (v — p)llrv
fAS

< @+ pllrv +4flvlizv) sup A@)|lv = pllrv
fAS
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whence the result. Notice that the term |[Byu(I)| = |[; A(z, h7'(y)¢) u(dz)| is easily majorized by
lillrv sup,er A(@). O
Theorem B.3. Under Assumption 2.1, for each fized y € O the ODE (3.3) admits a unique global solution
z € CH([0,+00); A).

Proof. Fix y € O. The claim follows from ([44], Thm. 4). To apply it we have to verify the following assumptions
(we point out in square brackets the reference to the corresponding hypotheses of the cited work. We invite the
interested reader to consult it for further details).

(1) F, is continuous from A, into M(I) [Condition C1].
1
(2) lim — inf ||p+eFy(u) —v|rv =0 for all p € A, [Condition C2].
e—01t € vEA,

3) For all K > 0 there exists Cx > 0 such that for all y € A, with ||u|7y < K it holds that || F,(u)||rv < Ck
y y
[(i) of Thm. 4 ].
(4) (u—v,Fy(p) — Fy(v))y < C|lu— v||%y for all u,v € A, and some C' > 0 [(3.11)]

where for all p,v € M(I) we define (u,v)y = sup Dv. The set M(I)* is the topological dual space
deM(D)*
opu=|ulzy

of M(I).

Claim 1. In Proposition B.2 we proved that the vector field F}, is Lipschitz continuous on P(I), hence we easily
deduce its continuity on A,.
Claim 2. Fix p € A,. To get the claim, it suffices to prove that for ¢ > 0 small enough p + eF,(p) € A,.

We prove, first that p 4 eF, () € M (I) for € > 0 small enough. For all fixed A € Z we have that

[+ eFy ()] (A) = p(A) + eFy(u; A) = (A)+5[B p(A) = p(A)By (I)]

= (A +£[//\xAﬂh p(dz) /)\

+ula) | A(x,h-1<y>0>u<dw>]

Recalling that Assumption 2.1 is in force, we have the obvious estimate

/A A=) i(dz) < sup Ma)ja(A) < sup Alx)u(A).

T€A xzel

Hence, taking ¢ < [sup A(z)] ™! we get
zel

e+ 2R 0] (4) > 2| [ A AN ) () 4 ) [ Ao~ ) )| 2 0

Now it remains to prove that u + eF, (1) is a probability measure and that is concentrated on h~!(y). This
can be easily shown, since it is immediately seen that [y + eF,(u)](I) = 1 and we have that

[+ eFy ()] (W ) = u(h™(v) +eFy (1 b ()

_ 1+eul(y)/lx(:ﬁ,dz) u(da) —/hl(y) A(2) p(d2)
_ /h » /I e, d2) p(da) + /I /\(z)u(dz)}

1
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thanks to the equality [, ., A(2) u(dz) = [; A(2) p(dz), implied by the fact that p € A,.
Claim 3. Fix ;1 € A,. The claim is easily proved thanks to the following estimate, holding for all A € Z.

1By (5 A)] = [Byyu(A) — u(A)B,(I)]
/M%Aﬂh”@ﬂmmﬂ—/A@MM@

I A

< 3sup A(x).

xel

+uun/A@Jr%m%um@

I

From this inequality, it follows that || Fy(u)||7v < 6sup,c; A(x), whence the result.
Claim 4. Fix y,v € A, and take ® € M(I)* such that ®(u —v) = ||u — v||% = ||®]|?, where |||+ denotes the
norm in the dual space M(I)*. Thanks to Proposition B.2 we have that

O(Fy(p) — Fy(v)) < ||| 1y (1) — Fy(v)llzv < 9221;>\($)||M — V|7

Since this estimate holds for all required ®, we get the result taking the supremum. O
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