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SOLVING PARABOLIC STOCHASTIC PARTIAL DIFFERENTIAL
EQUATIONS VIA AVERAGING OVER CHARACTERISTICS

G. N. MILSTEIN AND M. V. TRETYAKOV

ABSTRACT. The method of characteristics (the averaging over the character-
istic formula) and the weak-sense numerical integration of ordinary stochastic
differential equations together with the Monte Carlo technique are used to
propose numerical methods for linear stochastic partial differential equations
(SPDEs). Their orders of convergence in the mean-square sense and in the
sense of almost sure convergence are obtained. A variance reduction technique
for the Monte Carlo procedures is considered. Layer methods for linear and
semilinear SPDEs are constructed and the corresponding convergence theorems
are proved. The approach developed is supported by numerical experiments.

1. INTRODUCTION

A lot of attention has recently been paid to numerical methods for stochastic par-
tial differential equations (SPDEs). Various numerical approaches for linear SPDEs
are considered, e.g., in [3T, [T], [19] 17, 34} [T0L [T, 3] [7, 25] [5] (see also the references
therein). The interest in linear SPDEs of parabolic type is mainly due to their well-
known relation with the nonlinear filtering problem [I8] [16, 28, B2, BI] although
they have other applications as well (see, e.g., [32] and the references therein). At
the same time, very little has been done in studying applications of the Monte Carlo
technique to solving SPDEs while such a technique is the well-established tool for
solving problems of mathematical physics associated with multi-dimensional (de-
terministic) partial differential equations (see, e.g., [23] and the references therein).
The aim of this paper is to exploit the method of characteristics (the averaging
over the characteristic formula, the generalization of the Feynman-Kac formula)
and numerical integration of (ordinary) stochastic differential equations (SDEs) to-
gether with the Monte Carlo technique to propose numerical methods for linear
SPDEs of parabolic type. The Monte Carlo methods are efficient for solving high-
dimensional SPDEs when functionals or individual values of the solution have to be
found. We note that the method of characteristics was exploited in [3] to propose
a particle method for the Kushner-Stratonovich equation, and it was used in [25]
for constructing Monte Carlo methods for a less general class of SPDEs than the
one considered here.
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The probabilistic approach based on the method of characteristics is also ex-
ploited to construct new layer methods for SPDEs (see this idea in the case of
deterministic PDEs in [21], [23]). The layer methods are competitive with finite dif-
ference schemes (see [10], [34] and the references therein); they can be used when one
needs to find the SPDE solution everywhere in the space-time domain [tg, 7] x R9.
It was shown in the deterministic case [21] 23] that layer methods have some advan-
tages in comparison with conventional PDE solvers. We expect that they possess
remarkable properties in the SPDE case as well. We construct layer methods both
for linear and semilinear SPDEs. Semilinear SPDEs are used for modelling in
physics, biology and chemistry (see [4, [I3] and the references therein). For other
numerical approaches to semilinear SPDEs, see, e.g., in [8, 12| 2] (see also the
references therein).

In Section 2l we recall probabilistic representations (the method of characteristics)
for SPDEs of parabolic type from [15], 16, 28, B2]. In Section Bl we propose a
number of approximation methods for the SPDEs and study their mean-square
and almost sure (a.s.) convergence. The methods are based on approximate solving
of the characteristic SDEs, for which we exploit both the mean-square and weak-
sense numerical integration. Section [4] deals with variance reduction methods that
are important for any Monte Carlo procedures. We propose layer methods for
linear SPDEs in Section ] and for semilinear SPDEs in Section Some results
of numerical experiments are presented in Section [l We solve numerically the
Ornstein-Uhlenbeck SPDE and, in particular, demonstrate the effectiveness of the
proposed variance reduction technique.

2. CONDITIONAL PROBABILISTIC REPRESENTATIONS OF SOLUTIONS
TO LINEAR SPDES
Let (92, F, P) be a probability space, F;, Ty <t < T, be a nondecreasing family
of o-subalgebras of F, (w(t),F;) = ((w1(t),...,wy(t))",F:) be a g-dimensional
standard Wiener process. Consider the Cauchy problem for the backward SPDE
(2.1)

—dv = [Lv + f(t,z)]dt + i [Myv + 7, (t, )] % dw,(t), (t,z) € [Ty, T) x RY,

r=1
(2.2) o(T,2) = p(z), =R,
where
(2.3)
1<K 02
Lo(t,x) == 5 Z a”(t,x)m sz (t,z)=—v(t,x) + c(t, x)v(t, x),

M v(t, ) Za tx “o(t,x) + Br(t, x)u(t,x), r=1,...,q.

The notation *dwr’ in (2J) means the backward Ito integral. We recall [32] that
to define this integral one introduces the “backward” Wiener processes

(2.4) Wp(t) = wp(T) —we (T = (t—Tp)), r=1,...,q, To <t <T,

and a decreasing family of o-subalgebras ]-1}, Ty <t < T, induced by the increments
wy(T) —w,(t"),r=1,...,¢q,t' > t. A o-algebra induced by w,(t'), t' < t, coincides
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with ]-"77: ~(=70) Then the backward Ito integral is defined as the Ito integral with
respect to w(s):

t T—(t—To)

/ (") * dw,(t") == / (T — (" —Tp))dw,(t"), To <t <t <T,
t T—(t'—Tp)

where (T — (t — Tp)), t < T, is an .qu:_(t_TO)—adapted square-integrable function.

The process v(t, z) is Fi-adapted; it depends on w(s) — w(t), t < s < T. We pay

attention that the more precise notation for the solution of (ZI))-[22) is v(¢t, z;w),

w € Q, but we use, as a rule, the shorter one, v(¢, x).

Assumption 2.1. We assume that the coefficients in (2.1]) are sufficiently smooth
and that their derivatives up to some order are bounded (in particular, it follows
from here that the coefficients are globally Lipschitz). Furthermore, it is supposed
that ¢, B, f, and , are bounded themselves.

Assumption 2.2. We assume that the function ¢(x) is also sufficiently smooth
and that ¢(x) and its derivatives up to some order belong to the class functions
satisfying an inequality of the form

(2.5) o) < K(1+]a]?), 2 € R,
where K and s are positive constants.

Assumption 2.3. We assume that a = {a%”} is symmetric and that the matrix

a — aa' is nonnegative definite (the coercivity condition).

Assumptions 2.1-2.3 ensure the existence of a unique classical solution v(t,x)
of 2I)-@2) which has derivatives in z%, i = 1,...,d, up to a sufficiently high
order satisfying an inequality of the form (23] a.s. with a positive random variable
K = K(w) for which the moments of a sufficiently high order are bounded (see
[14, 32]). They are sufficient for all the statements in Sections Bl and H (some
additional assumptions are needed in Section [A]). At the same time, they are not
necessary and the methods constructed can be used under broader conditions. We
note that an attempt to weaken the conditions would inevitably lead to difficulties
of a technical nature and, as a result, to a less clear exposition together with an
unnecessary increase of the paper’s length.

Let a d X p matrix o(t, z) be obtained from the equation

o(t,x)o " (t,z) = a(t,x) — alt,z)a’ (t,z).

The solution of the problem (2.1])-(2.2)) has the following conditional probabilistic
representation (the conditional Feynman-Kac formula) [15] (16, 28], 32]:

(2.6) v(t,z) = B [o(Xt,o(T)Yi2n1 (T) + Ziwno(T)]), To<t<T,
where X; 4(5), Yioy(S), Ztay-(s),t <s <T,is the solution of the SDEs

dX = b(s,X)—Zozr(s,X),Br(s,X) ds
(2.7) . .
+ Z o (s, X)dW,(s) + Z a(s, X)dw,(s),

r=1 r=1

X(t) ==,
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q
dY = c(s, X)Yds + Z Br(s, X)Ydw,(s), Y(t) =y,
r=1

a
dZ = f(s, X)Yds + Y (s, X)Ydw,(s), Z(t) =z,
r=1
and W(s) = (Wi(s),...,W,(s))" is a p-dimensional standard Wiener process in-
dependent of w(s), and the expectation E* in (2.6 is taken over the realizations
of W(s), t <s<T, for a fixed w(s), t <s < Tj;in other words, E* () means the
conditional expectation E (-|lw(s) — w(t),t < s <T).

Remark 2.1. Introduce the new time variable s := T — (t — Tp) and introduce the
functions u(s,z) = v(T + Ty — s, x), dij(s x) = a”(T + Ty — s,x), bi(s,x) :=
bi(T + Ty — s,x), and analogously &(s, x), f(s,z), &.(s, ), Br(s, ), 3r(s,2). Then
one can show that u(s,z) is the solution of the Cauchy problem for the forward
SPDE (see [32, p. 173]):

14 0? 4. ) .
= — a¥ ? —_—
(2.8) du 5 ijzz:l a(s,x) Swiom U + ; b (s, x) pr + f(s,z)| ds

—|—Z Zoz $,) u—|—5r(8 z)u+ A, (s, 2) | dive(s), (s,x) € (Tp, T] x RY,

r=1 Li=1

(2.9) u(Ty, ) = p(x), =€ RY,

where 10, (s) are defined in ([4). The process u(s,z) is Fj 0 "-adapted; it de-
pends on w,(s'), r=1,...,q, Top < s’ < s. Analogously, for a given forward SPDE
one can write down the corresponding backward SPDE. Thus, the methods for
backward SPDEs considered in this paper can be used for solving forward SPDEs
as well.

Remark 2.2. Consider an infinite-dimensional Wiener process B(t) taking values
in some Hilbert space H and with covariance operator @) (which is assumed to be
a nuclear operator). Let e, be unit eigenvectors of @) with nonzero eigenvalues
Ar = (Qer,e.). Then (see, e.g. [4 14, 132]) w.(t) := (e,, B(t))/v/\ are inde-
pendent standard Wiener processes, and the infinite-dimensional Wiener process is
represented as

(2.10) B(t) =Y _ VA, (t)e,

r=1

Furthermore, for any H-valued process 1(s) for which the integral fo s)dB(s) is
defined, one has [14] [32]

(2.11) /¢ )dB(s Z/ Y (s)dw,(t

with v,.(s) = (¥(s), ,)v/A.. The Wiener process B(t) and the integral fo s)dB(s)
can be approximated by truncating the expansions in ([2I0) and ([211)) (see e.g.,
[]). Then it is possible to view the SPDEs (21 and (2:8) as approximations
of SPDEs driven by the infinite-dimensional Wiener process. Consequently, the
methods proposed in this paper for (2.I]) can, in principle, be used for approximating
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SPDEs with infinite-dimensional Wiener process, but we do not consider this aspect
any further here.

3. NUMERICAL METHODS BASED ON THE CONDITIONAL
FEYNMAN-KAC FORMULA (2:6))- ([27])

Our purpose is to simulate approximately the random variable v(t, z,w) under
any fixed (¢,x) using the probabilistic representation (2:6)-(27). In this section
we construct mean-square approximations o(t, z,w) (see Section Bl) and o(¢, z,w)
(see Section B.2) for v(t, z,w); i.e., we construct v(¢, x,w) (or v(t,x,w)) to be close
to v(t,z,w) in the mean-square sense. For a realization of the probabilistic rep-
resentation (2.6), one can use numerical integration of SDEs [2.7) with respect to
the Wiener process W (s) both in the mean-square sense (Section B} the approxi-
mation ¥(t, x)) and in the weak sense (Section B2} the approximation o(t, x)). We
prove a.s. convergence of the proposed methods.

3.1. Mean-square simulation of the representation (2.6)-(2.7). Consider
the one-step approximation for (21):

Xia(t+h) =2 +h [b(t,z) =Y an(t,x)B,(t, )
(3.1) . A
+ Z ar(t, ) Apw, + Z or(t, ) AW,

r=1 r=1

q
}_/t,m,y (t + h) =Y + hC(t7 x)y + Z BT (t, I)yA,{LUT7

r=1

q
Zipy-(t+h)=z+hf(t,x)y+ Zw(t, x)yAgw,,

r=1

where Ayw, := w,(t + h) — w,(t), AW, ;= W,.(t+ h) — W,.(t).

The approximation (3.I) generates the strong Euler method in the usual way.
We introduce a partition of the time interval [t,T], for simplicity the equidistant
one: t = tog < --- <ty =T, with step size h = (T' — t)/N. An approximation of
(Xt,2(te), Ye,2,1(tk), Zt,2,1,0(tr)) is denoted by (X, Yi, Zy).

The Euler scheme takes the form
(3.2)

q
Xo=2, Xpr1=Xp +h |b(te, X) — Zar(tkan)ﬁr(tkan)

r=1

q p
+ ) an(th, Xp) Agwy + > o (te, Xe) AW,

r=1 r=1

q
Yo =1, Vi1 =Yi+he(tn, Xp)Ve + > Brltn, Xi)VeAgw,

r=1

q
ZO =0, Zk+1 = Zk + hf(tk,Xk)Yk + ZVr(tkan)YkAkwm k=0,...,N—1,

r=1

where Akwr = wr(tkﬂ) - wr(tk), AkWr = Wr(tk+l) - Wr(tk).
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Let
(3.3) o(t, x) = B [o(Xn)YN + Zn],

where Xy, Yy, Zx are from ([3.2).

Below we use the same letter C' = C(z) or C' = C(x,w) for various expressions
of the form K(1+ |z|*) (see ([2Z.0))) with K being a positive constant or K = K (w)
being a positive random variable, respectively.

Theorem 3.1. Let Assumptions 2.1-2.3 hold. The method B.2)-B3) satisfies the
inequality forp > 1:

(3.4) (E (¢, ) — v(t, x)|2p)

where C' does not depend on the discretization step h, i.e., in particular, (3.2)-B3)
is of mean-square order 1/2.

For almost every trajectory w(-) and any € > 0 there exists C(z,w) > 0 such
that

(3.5) [o(t, ) —v(t,x)| < C’(x,w)hl/Q_E,

where C' does not depend on the discretization step h, i.e., the method (3.2))-([B.3)
converges with order 1/2 — e a.s.

1/(2p)
"< Ca)hV?,

Proof. Introduce x = (z,v,2), X(s) = (X(5),Y(s), Z(s) ", Xy == (X, Vi, Zr) ",

and ¥(x) = p(z)y + 2. ~
It is known that X(s) (see [6]) and X (see [23]) have bounded moments of any
order and also that (see [9]) for p > 1,

1/(2p)
<

(3.6) (E X — X(tk)|2p) C(x)h"/?,

where C' does not depend on h.
By the conditional version of Jensen’s inequality, we get

Elo(t,z) - v(t,2)]* = E|[E“¢(Xy) — B (X(tn))[”
< E[E [p(Xy) —w(X(tn)|]”
< BB [p(Xn) - w(X(tn)|”]
= B [p(Xy) — (X(tx))] "

Using the smoothness of ) and the assumption that derivatives of 1 satisfy an
inequality of the form (2], we obtain

[v(Xn) — p(X(tn))] < K1+ [X(tn)|" + [Xn*) [ Xy — X(tn)],

where K is a positive constant. Then due to the boundedness of the moments, the
Cauchy-Bunyakovskii inequality, and ([B.6]), we get

E|o(t,z) —v(t,2)["’ < KE(1+ |X(ty)|* + |Xn|*)? Xy - X(m)f”

< K\/EQL + [X(t) [ + R[22 B[Ry — X(tn)|" < Ca)h?,
whence ([B.4) follows.
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Now denote R := |o(t,z) — v(t,x)|. The Markov inequality together with ([34)
implies
ER? 1-2
ST < C(:U)hp( 7).
Then for any v = 1/2 — ¢ there is a sufficiently large p > 1 such that (recall that
h=T/N)

P(R>Nh")<

il p(1-27) - -
Nz_:lP (R > N’Y> < C(z)T Nz_:l V=) < 00.

Hence, due to the Borel-Cantelli lemma, the random variable ¢ := sup, o h™ "R is
a.s. finite, which implies ([3.5]). O

3.2. Weak simulation of the representation (2.6)-(2.7). Now consider an-
other Euler-type scheme for ([27)):

(3.7)
~ ~ ~ ~ q ~ ~
Xo =2, Xpyr = Xp +h | b(tr, Xi) = > (e, Xi)Br(th, X)
r=1
q 5 p _
+ ) an(th, Xp) Agwy + b2 " 0 (b, Xi)ér

r=1 r=1

q
Yo=1, Yip =Y, + he(ty, Xi)Ye + Zﬁr(tk, Xi) Ve Apw,

r=1

q
Zo =0, Zip1=Zi+hf(te, Xp)Ye+ > vr(tn, Xp)Vilgw,, k=0,...,N—1,

r=1

where Apw, := wy(tg41) — wr(tr) and &k are ii.d. random variables with the
moments

(3.8) F¢=0, E€2=1, E€ =0, Ef™ < oo,

for a sufficiently large integer m > 4. For instance, one can take £ with the law
(3.9) P(E=41)=1/2.

We note that here a part of the SDE system (27 (which involves the Wiener
process W (t)) is simulated weakly while the other part (which involves the Wiener

process w(t)) is simulated in the mean-square sense.
Let

(3.10) (t,x) = Ev [@(XN)Y/N /M
where Xy, Yy, Zn are from B).

The same theorem as Theorem [3] is valid for o(¢,z) as well, however, with
another proof.

Theorem 3.2. Let Assumptions 2.1-2.3 hold. The method B1), BI0) satisfies
the inequality for p > 1:
(3.11) (E\fz(t,a:) —v(t,m)|2p)

where C does not depend on the discretization step h; i.e., in particular, [B.1),
BIQ) is of mean-square order 1/2.

1/(20)
V< Oa)n'?,
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For almost every trajectory w(-) and any € > 0 there exists C(z,w) > 0 such
that

(3.12) [o(t, ) — v(t, )| < C(x,w)h?7¢,

where C' does not depend on the discretization step h; i.e., the method B.7), (3.10)
converges with order 1/2 — e a.s.

Proof. We shall prove the inequality
(313) (Blot2) ot 0) "™ < C@n.
Due to Theorem B] (see [84))), the inequality BIT) follows from here.

The function o(t, x) (see (B3)) is introduced for the time layer ¢ = ¢o. For any ¢;
let us introduce o(t;, x). To this aim we use the scheme ([B.2) starting at the time
moment t; from X; = z, Y; = 1, Z; = 0. Denote this solution of the scheme by
Xia(te), Yo, 21(te), Zt, 21.0(tk), k =1i,...,N. For instance, Xy in [B3)) in this
notation is equal to Xy = X’to’m(tN) = X; »(tn). We set
(3.14)

O(ti,x) = B [p(Xe, 2 (tN)) Yoo 21 (EN) + Zt,w10(tN)], i =0,... N, ty =T.

One can prove that the function o(¢;,«) is sufficiently smooth in = and satisfies
(together with its derivatives) the same inequality as the function v(t,z) (see the

inequality (Z3])).
Using the standard technique (see [23, p. 100]), we can write the difference
Dy = 9(t,xz) — 0(t,z) in the form

(3.15)

Dy =FE" {@(XN)YN + ZN] — EY [0(Xty,2(tN)) Yigo1 (EN) + Zig,z1,0(tN)]

:Ew p’L(X’Mi}hZZ%

S
Il
o

where
(3.16) pi(Xi, Vi, Z) = BV XeYo 2 [o(ti 0, Xiv1)Yipr + Ziga

_ﬁ(ti""l’ Xti)Xi (ti+1))1/ti,)~fi7f/i (tH‘l) o th‘,Xi,Yi,Zi (ti+1)]’

and Ew-XoYiZi [] means the conditional expectation E[-/w(s) — w(t),t < s

T; X;,Y;, Z;]. The presentation 3I5) follows from the equalities
(3.17) O(tn, Xn)YN + Zn = o(XN)YN + Zn
(3.18) E[o(t1, Xy, 3, (t0))Yy 205, (01) + 24 50 70,20 (1)
= E" [o(Xty,2(T))Ye0.01(T) + Ztye1,0(T)]
E[0(te, Xp)Ye + Z) = BV [0(ths1, X, ¢, (L)Y, 3, 3, (trt1)

+ Ztkvij/k,Zk (tk+1)]7
k=1,...,N—1.

The equality (3I7) is obvious. To prove [BI8) and ([B.I9), we use the following
evident equalities:

(3.20) Vipaw(®) =Y 21(9) -y, Ztywy=(0) = 24 Zty 210(0) - y.

IN

(3.19)
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We have (see ([B.14)

o(t, Xg) = B X [@(th,fck (T))Y;kf(k (T) + Ztk,ka,o(T)]

w, X % _ % _
=FE k[QO(th_Fl,th,Xk (tk+1)(T))}/1—fk+1,th,X (tk+1),Y, tk X l(tk+1)(T)
+Ztk+1,X T)].

e Kn (tk+1)>}7tk,)?k,1(tk+1)>Ztk,Xk,l,0(tk+1)(

Therefore due to (320, we get

’D(tk) Xk?) = vaXk' [{@(th+1 ka X5, (tk+1)(T>)Y;k+1,X’ 5 (tk+1),1(T>

th, X g

+Ztk+1’)?tk X5, tk+1 ( )} tr, Xk (tk+1) + Ztk,)?k,l,o(tk“’l)]

= BV ot Xy, %, (the1)) - Y 2,1 (1) + Z 3, 10(tks0)]-

Substituting this o(ty, Xz) in E[6(ty, Xz)Ye + Zi] and again using B20), we
obtain (BI9). The equality [BI8) is proved analogously. So, the presentation
BI3) is proved.

Our next step consists in estimating the smallness of the one-step error. It is
easy to see that Z; 41 = Z, . X,.¥,.2, (tit1) and YVigi=Y, %, (ti+1). Then

Pi(Xh Yi, Zz) = Pi(Xz’, f/;) = Ew’X“YiﬁH[@(tiH,XiH) —0(tiq1, XthXi, (tit1))]:

Now we write the Taylor expansmn of o(t;y1, Xl+1) with respect to powers of A, :
X i+l —X; in a neighborhood of X; and with the Lagrange remainder term contalnmg
terms of order four. We similarly expand o(t;1, X b X %, (tiy1)) with respect to A; =

Xti %, (tiy1) — X;. As a result, we get

d
-~ 5o~ 1 o5*v - e
(X..Y:) = EwXi:Yiy, § J1 AJ2 AJ3 AJ4
pi(Xs, Vo) = g {aleaxj28xj38xj4 (0) x AT ATACA;

J1,J2,78,Ja=1

0%

Q291 0xI2 OwIs i

(8) x AJ A AT M}
where 6 is a point between Xz’+1 and X’i, and 0 is a point between Xti,f(i (ti+1) and
X;. Then it is not difficult to obtain that for p > 1,

(3.21) E|pi(X:,Y:, Z:)|** = O(h*P).

Due to [B.I3) and F21]), we get
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2p
(3.22) EDY} =E

N-1
> piXi, Vi, Zi)
i=0

N-1

~ o~ o~ _|2p
SNPTUN B |pi(Xi, Vi, Z:)| < Ca)h?™,
i=0
which implies (BI3]) (and consequently (BII))). The inequality ([BI2]) is proved
exactly as its analogue in Theorem 311 O

Remark 3.1. In some particular cases of the SPDE ([2.1])-(22]) the order of a.s. con-
vergence of the Euler schemes (B2)), 33) and (31), (BI0) is higher. For instance,
it is not difficult to modify the proofs of Theorems 3.1 and 3.2 to get that the Euler
schemes have a.s. order of convergence 1 — ¢ if a and «,. are constant and 3, = 0
and v, = 0 (note that in this case [27]) is a system with additive noise for which
the standard Euler scheme for SDEs is of mean-square order 1 [23]). Furthermore,
in [25] it is proved that the schemes considered there are also of a.s. order 1 — ¢
when o, =0, v.=0,¢=0, f =0, 5. #0.

Remark 3.2. Using the weak-sense numerical integration of SDEs in bounded do-
mains (see [23, Chap. 6] and the references therein), the proposed approach can be
carried over to the boundary value problems for SPDEs.

4. OTHER PROBABILISTIC REPRESENTATIONS, MONTE CARLO ERROR,
AND VARIANCE REDUCTION

Using the Monte Carlo technique, we approximate the solution of the backward
SPDE (Z1))-22) as (see (2.0))):
(4.1) v(t,z) = v(t,z;w) = BV [p(Xt0(T)Ye01(T) + Zt 1,0(T)]

where the first approximate equality involves an error due to replacing X, Y, Z by
Xn, YN, Zn (the error of numerical integration of (27) by (3) or (B2])) and the
error in the second approximate equality comes from the Monte Carlo technique;
mXN, mYN, mZn, m=1,..., M, are independent realizations of Xy, Yy, Zyn.

The error of numerical integration was analyzed in the previous section. Now let
us consider the Monte Carlo error. The error of the Monte Carlo method in (£1])
is evaluated by

- - - 1/2
[Var {o(Xeo(T) Yo a (T) + Zowa (D)}
M1/2 ’
where, e.g., the values ¢ = 1,2, 3 correspond to the fiducial probabilities 0.68, 0.95,
0.997, respectively. Since Var® {o(Xyo(T))Ye2,1(T) 4+ Zio,1,0(T)} is close to the
variance

p=c

Vi=Var? [p(Xeo(T) Y01 (T) + Ztaa,0(T)]
we can assume that the error of the Monte Carlo method is estimated by

V1/2
=
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If V is large, then we have to simulate a very large number of trajectories to achieve
a satisfactory accuracy. Fortunately, there exist other probabilistic representations
for v(t,x) which allow us to reduce the variance.

The solution of the problem (2I)-(22) also has the following probabilistic rep-
resentations:

(42) v(t,z) = B [p(Xeo(T)Yean(T) + Zewao(T)], o<t <T,
where X; (), Yi0y(8); Ztay,-(5), t <s < T, is the solution of the SDEs

(4.3) dX = [b(s, X) =Y (s, X)B,(s.X) = Y 0r(s, X)pp(s, X) | ds
+ Zor(s, X)dW,.(s) + Zar(s,X)dwr(s), X(t) ==,

dY =c¢(s,X)Yds + Z (8, X)YdW,.(s) + Z Br(s, X)Ydw,(s), Y(t) =y,

r=1 r=1

P q
dZ = f(5, X)Yds + > Ae(s, X)YdW,(s) + Y _ (s, X)Yduw,(s), Z(t) =z,
r=1 r=1
and where = (p1,...,p,)" and A = (A1,...,),)" are arbitrary p-dimensional
vector functions satisfying some regularity assumptions. When ¢ = 0 and A = 0,
we have the usual representation (2Z.6)-(27). The representation for 4 =0, A # 0
follows from the equality

T
Ew/t A (s, X (5))Y (8)dW (s) = 0.

For u # 0, it can be proved by arguments similar to those in [I6, pp. 308-309],
making use of Theorem 4.4.5 [16], p. 152] for the forward flow. We should note that
X, Y, Z in (@2)-(3) differ from X, Y, Z in 20)-(21); however, this does not
lead to any ambiguity. While v(¢, ) does not depend on the choice of i and A, the
variance
V =Var" [o(Xe2(T)Ye21(T) + Zta1.0(T)]

does. Then one may hope to find g and A such that the variance V is relatively
low and thus the Monte Carlo error can be reduced. Theorem 1] is helpful in this
respect. Its use for variance reduction gives the method of importance sampling
if A = 0 and the method of control variates if u = 0. The form of Theorem FET]
is very similar to the corresponding well-known result in the case of deterministic
PDEs (see [20, 27, 22] and also [23, Section 2.4]). However, its proof is much more
complicated in the case of SPDEs than for PDEs as can be seen below.

Theorem 4.1. Let Assumptions 2.1-2.3 hold. Let p, and A\, be such that for any
x € R? there exists a solution to the system {3)) on the interval [t, T). Then

Var” [p(X;2(T)) Y21 (T) 4+ Zi21,0(T))

T P
(4.4) = Ev /t Y2

r=1

i 5 2
Zai—v, + v+ A | dB
= o
provided that the expectation in [E4) exists. In ([E4) all the functions in the inte-
grand have (0, Xy ,(0)) as their argument.




2086 G. N. MILSTEIN AND M. V. TRETYAKOV

Proof. 1t is convenient to introduce the notation
EY () =E(/w(s) —w(s),s<s <T),

(4.5) v(s,z) = v(s,z;w) == E [p(Xs,0(T))Ys,0,1(T) + Zs,0,1,0(T)]
= Ep(Xs,2(T)Ys,0,1(T) + Zs’x,l’O(T)/w(s/) —w(s),s < s <TJ.

Clearly, E}’ (-) = E™ (-) . The notation Var? (-) can be introduced analogously.
We get from ([@3):

(4.6) (s, Xt.0(8)) = Elo(Xs x, .(5)(T)Ys %, ()1 (T) + Zs x, . (5),1.0(T)/
W(s') = W(t),t < s < s;w(s’) —w(t),t <s' <T).

The presentation (LG) follows from the assertion: let F and F' be independent
o-algebras and F V F’ be the minimal o-algebra generated by F and F'; if £ is

]:"—measurakzle, f(z;w) does not depend on F, and E(f(z;w)/F') = 1(x;w), then
E(f(&w)/FVF) =& w) (for the trivial F this assertion can be found, e.g.,
in [6, §10, Lemma 1], [4, Proposition 1.12], which proof can be straightforwardly
generalized for a general F'). In the case of [@0) we have £ = X, ,(s), F is the
minimal o-algebra generated by {W(s')—W(t),t < s’ < s;w(s')—w(t),t < s’ < s},
F' is the minimal o-algebra generated by {w(s’) —w(s),s < s < T}, and f(z;w) =
v(s, z;w).
Furthermore, we obtain
B [0(5, X1,0(5))Yia1(5) + Zee08) /(") — w(t), ¢ < ' <T]
= E[E(@(stxt,w(s) (T))}/5>X11(5)71(T) + Zsaxt,m(s)7110(T)/
W) = W(#),t<s <sjw(s’) —w(t),t<s <T)
X Yi21(8) + Ziza,0(8)/w(s’) —w(t),t <s <T|
= E[E(p(Xt,o(T)Yt,01(T) + Zt 2 1,0(T) /W (s") = W(t),
t<s <sjw(s)—w(t),t<s <T)/w(s') —wt),t <s <T)
= Elp(Xt2(T) Y101 (T) + Zt21,0(T) /w(s’) —w(t),t < s <T]=v(t, ).
Thus, we prove that for any s, ¢t < s < T, the following formula holds:
(4.7) v(t,x) = Ef [v(s, X1.4(8)Ye01(8) + Zrwa10(s)], t<s.
Introduce the auxiliary function:
Ut,z,y,2) = v(t,z)y + 2.

Partition the interval [t,T] with the time step h and present the variance V' in the
following way (see a similar recipe in [29]):

V=Vary [p(Xts(T)Yi,01(T) + Zt 5.1,0(T)]
= B [U(T, X4.2(T), Yso1(T), Zt w2.0(T)) = U(t, 2,1,0)]?

N-1

=B Z {Utht1, Xto(tog1), Yoo 1 (tkt1), Ze w,1,0(tet1))
k=0

—U(te, Xt o (tr), Y 0.1(tk), Zem1,0(tk)) }
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Using ([@1), we get
E(U(tnt1, Xea(tns1)s Yo, (bns1)s Zea,1,0(tng1)) /w(s’) —w(t),t < 8" < T;
W(s") = W(t),t <s" <t,)
=Y 41(tn)
XE (U(tnt1 Xt X0 o (t) En1)s Yoo Xo o (6001 (bnt)s Za Xy o (80),1,0 (Bnt1))
Jw(s') —w(t),t <" <T;W(s") = W(t),t < 8" <tn) + Zra,0(tn)
=Y o1 (tn)v(tn, Xtz (tn)) + Zt,21,0(tn)
= U(tn, Xt (tn), Yeu1(tn): Zt,w1,0(tn)),

whence for k < n,

Ef (U (ter1, Xe o (trr1)s Yoot (Ber1), Zew,0(tet1))
—U(tr, Xeo(te), Ye,z,1(th), Zewn,0(te))]
X U (tng1, Xtyo (tng1)s Yoo (tng1)s Zt,2,1,0(tng1))
= Ultn, Xto(tn), Yeo1(tn); Ztz,1,0(tn)))])
= B ([U (g1, Xea(trrr), Yeoa (ter1)s Zee1,0(tht1))
—Ulte, Xt.o(t), Yo 21(th)s Zt,1,0(tk))]
E(U(tnt1, Xt,2(tnt1), Yoo 1 (tns1), Ze,o1,0(tnt1))
= Ultn, Xto(tn), Yeo1(tn); Ztz1,0(tn))
Jw(s') —w(t),t < s <T;W(s") = W(t),t <s" <t,)) =0.

Then
N-1

(4.8) V= Z EP{U (o1, Xeo (te1)s Yew1 (Bet1)s Zew,1,0(t41))
k=0

—U(tr, Xex(tr), Yew1 (tr), Zewa0(tr))}2.

We rewrite the terms under the expectation in (L8] as

(4.9) Uter1, Xea(tes1), Yeon (ter1), Zeen,0(tes1))
= Ultr, Xt,2(tr), Yez1(tk), Zt,e,1,0(tk))
= [U(trs1, Xt,o(ter1), Yoo (trer1) Zez1,0(trr1))
= Ultry1, Xea(te), Yeo 1 (th), Ztwa,0(tr))]
+ U (k1 Xt (), Yoo (tk), Zew,1,0(tk))
= Ultr, Xt,o(tr), Yz (tr), Zt,e1,0(tk))]
= [U(trs1, Xt,o(ter1), Yoo (ter1) Zoz1,0(trr1))
= Ultry1, Xea(te), Yeo 1 (th), Ztwa,0(tr))]
+ Yia1(te) [(trs1, Xeo(te)) — vte, Xeo(tr))] -
Let

d
Ao(t,z) = Z ol(t, x)%v(t, x).
i=1 *
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Applying the Tto formula to the first term on the right-hand side of ([@3), we get

(4.10)  U(th1, Xeo(tet1), Yoo (ths1)s Zew,1,0(trr1))
—Ultht1, Xeo(te), Yeo1(th), Zez1,0(tx))

= / . Yiw1(0) [Lo(tes1, Xea(0)) + f(0, Xi(0))] d6

tr

+ Z/ . Y 21(0) IMyv(tryr, Xi2(0)) + 7400, Xt.2(0)))] dw,-(0)

r=1"tk

N Z/ Ve (Ot Koo (0)) 12 (0. X1 2 ()0t 1, X1.0(60))

r=1 123

+ /\r(aa Xt,x(a))]dWr(o)

The coefficients of the operators £ and M, in [I0) have (0, X;,(0)) as their
argument. We note (see [29]) that the use of the Ito formula here is legitimate since
v(tgy1,x) is f;"'“—adapted and independent of Fy, 6 < tpy1.

Further, since v(t, z) satisfies the SPDE (2I]), we can present the second term
on the right-hand side of (£9) as

(4.11) Yi w1 (tr) [v(trt1, Xio(tr)) — v(te, Xt,x(tk))]

= Yo (t) [ / )0, X (1)) + 160, X1 0 (1))] 6

ty

#3200 X (1)) 4 706, Ko ()] o (6)

r=1"7tk

We note that all the functions in the integrands in (.I1]) have (0, X; ,(tx)) as their
argument.

Using ([@9)-(@11]), properties of Ito integrals, and the independence of w and W,
we obtain

(4.12)

EP{U (tky1, Xt o (ter1), Yoo (tkt1)s Zew1,0(tet1))
- U(tka Xt,ac (tk)v Y;f,x,l (tk‘)v Zt,x,l,O(tk))}Q

=E U kH{Yt,z,l(G) [Lo(trrrs Xb2(0)) + £(0, Xi2(0))]

ty

= Yiwa(tr) [(L£0)(0, Xi0(tr)) + f(0, X2 (tr))] 10

* Z_; { /t+ Vw1 (0) IMyv(tesr, Xe.o(0)) + 70 (6, X1.0(0)))] duwy (6)

2

iaalte) [ (M) Xoa(0) +20 0, Xra10)))] dwrw)}]

ti

vamry” [ o)
r=1"tk
< (A0t X (0)) + a0 (0, X (0))0(tisn, X (0)) + Ar(0, X0 (0))] dVW, (0)
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thy1
< [ [ Vi ) 1atinsn, X0 0) + 716, X,0(0)
tr

+ Z/ o Yian (9) [Mrv(tk+17 Xtz (9)) + ’Yr(07 Xt (9»” duw, (9)

r=1"1tk

p tret1
+y B / Vo 1 (O)[Arv(trsr, Xo o () + (0, Xo2(0))0(thi1, X, (6))
r=1 123
+ )\r(oa Xt,x(0)>]2d9

In this proof let us use the notation O(h?) for random variables which tend to
zero at least as h? a.s. when h — 0. We have for any 0 < ¢ < 1/2,

w, (s + h) — we(s) = O(hY275), Wo(s +h) — W,(s) = O(h'/?7%) a.s.,
and also
v(s+h,z) —v(s,z) = O(hY/?7%) a.s.
One can show that for 0 < e < 1/2,

/t Y1 (0) [L0(thgrs X (6)) + F(6, X, .0(6)
Yoo (1) [(£0)(6, X (80)) + F(8, X (12))]}dB = O(R),

/ Vi1 (0) M0 (b1, X, (0)) + 70 (6, X1,0.(9)))] deoy (9)

= i (ti) / (M) (b1, Koo (t0)) + 10 (0 Koo (80)))] e (6) + O(h' %)
= Y1 (t) / (M) (trerts Xoo (1)) + 90 (6, Xeo (8))] * duwy (8) + O(R' )
= Yo (th) / [(Mr0)(0, X0 (t)) + 730 (0, Xeo ()] % dwp (0) + O(h9),

B / Yoot (1A 0(trs1, Xeo(0)) + 10 (0, X1.0(0))0(trgr, X1.0(0))

+ A (0, Xt (6))]dW,.(0)
</ Y O) [Coltis, Xea(0) + 70, X (0))] o
— 009,

By / Yt Ot 1, X1.a (0)) + 100, X (0))0(0s1, X0 (6)
+ A (0, Xt 2(6))]dW,.(0)

: / Yt (0) Mo o(tis1, X1a(0)) + 70 (6, X1.0(0))] sy (0)

ty

tht1
= E;U/ Yi’:rr,l(a)[ArU(thrl» Xt,z(a)) + 110 (0, X2 (0))v (1, X2 (0))

tr

+ )\r(ea Xt,x(9)>]dWr(9)
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) / - Yiaa(te) [(Mro) (trprs Xoo () + 70 (0, X 2(tr)))] dwr (6)

ty

+O(h3/2—a) — O(h3/2—a) ,

tr41
EZ”/ Vo O (i1, Xe0(0)) + 11-(8, X2 (0))0(tir1, Xe,o(6))

ty

+ A (0, X, (0))]2d0

tet1
= EZ”/ Ve 1 (O)[(Ar0)(0, Xi,0(0)) + (8, X1, (6))v (6, X1,0(6))
tr
+ (0, X1.2(0))])2d0 + O(h3/7¢).
Substituting the above relations in the right-hand side of ([{.I2]), we obtain

EP{U (tky1, Xt o (ter1)s Ye,o1 (tkg1)s Ze,z1,0(tet1))
= Ut Xt (te): Yeo1 (tr), Zez1.0(te)) )

=Y By / Y2 (O)[(A0)(8. Xea(6)) + pir (6, X1 2(6))0(68, X.0(6))

r=1

+ A (0, X;.2(0))]2d0 + O(R®/?7%),

which substitution in (L8] gives

I o / Y2, 1 (0)[(Ar0) (8, X0 (0)) + pir (6, X1 1 (6))0(0, X, 0(6))

r=1
N-1
+ A (0, X0 (0)2d0 + Y O(h/*7),
k=0
and tending h to 0 we arrive at (£4). O

Theorem (1] implies that if u, and A, are such that

d

; Ov
(4.13) ZJT@+MTU+)\r:0,r:1,...,p,
=1

then the right-hand side of ([£4)) is zero and, consequently, the variance is zero. We
recall that v(s,z) depends on w(f) —w(s), s < 6 < T. However, we need to require
that p.(s,z) does not depend on w(f) —w(s), s < § < T'; otherwise, the coefficients
in ({3) depend on w(f) —w(s), s < 6 < T, and we are facing the difficulty with
interpreting (£3) except the case when «. is independent of z and 3, =7, = 0. In
the case mentioned, all the integrals appearing in the integral form of (@3] can be
given the usual meaning in the sense of Ito calculus. At the same time, dependence
of the function A,(s,z) on w(f) —w(s), s < 6 < T, does not cause any trouble in
interpreting the third equation in (@3], and the identity ([@I3)) can, in principle, be
reached. We note that Theorem ] and its proof are valid for \.(s,x) depending
on w(f) —w(s), s < 6 < T. Furthermore, when ([@3) is discretely simulated, one
can simulate the process w(s) in advance and fix it. Then it is possible to get
approximate solutions of ([£3) for u, depending on a current position and on the
fixed w(0) —w(s), s <6 < T. Thus we obtain a heuristic interpretation of ([4.3) for
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1y depending on the future of w and, apparently, the result of Theorem ] can be
used for such pu, as well.

Of course, p, and A, satisfying ([{I3]) cannot be constructed without knowing
v(s,2),t<s<T,x€ R?. Nevertheless, Theorem Bl claims a general possibility
of variance reduction by a proper choice of the functions p, and \,.. Theorem FT]
can be used, for example, if we know a function (s, z) being close to v(s,z) (see
a practical approach to constructing such approximate functions in the case of
deterministic PDEs in [26]). Then we take any p, and A, satisfying

d ~

; OU
4.14 — 704+ A =0,
(4.14) ;oraxzww

and we expect that the variance Var” [o(Xy o (T) Y101 (T) + Ziz1,0(T)] is small
although not zero.

5. LAYER METHODS FOR LINEAR SPDES

In the previous sections we use the averaging over the characteristic formula
to propose Monte Carlo methods for linear SPDEs. In this section we exploit
probabilistic representations to construct some layer methods for linear SPDEs (see
them in the case of deterministic PDEs in [21], 23]). Layer methods for semilinear
SPDEs are considered in the next section. The layer methods are competitive with
finite difference schemes [10, [34]. They can be used for relatively low-dimensional
SPDEs when one needs to find the solution v(t,x) everywhere in [ty, 7] x R?. The
bottleneck for using the layer methods in the case of higher-dimensional SPDEs
is interpolation, which should be used to restore the function v(ty,z), * € R4,
by its values o(tx,x;) at a set of nodes x;. The linear interpolation, which is
successfully applied for low-dimensional problems, is not effective for the higher-
dimensional ones. However, layer methods can be turned into numerical algorithms
by exploiting other approximations of functions. New developments in the theory
of multidimensional approximation (see, e.g., [33] and the references therein) give
approximations which can work well in relatively high dimensions.

The method B7), BI0) can be turned into a layer method. Indeed, analo-
gously to the probabilistic representation (2.6])-(2.7) one can write down the local
probabilistic representation of the solution to [21)-22) (see (&1)):

(5.1) V(tk, x) = EY [0(tky1, Xeg,o(tht1)) Yo 21 (Ckt1) + Ztyo1,0 (Ee1)]

where X 5(s), Yi,2.4(5), Ztny-(5), t < s < T, is the solution of the SDEs (2.1).
Replacing Xy, o(tk+1), Yip 01 (Ek+1), Ziy, 2,1,0(tk+1), by the one-step Euler approx-

imation Xy, o (tkt1), Yip o1 (tkt1)s Ziy wa.0(tks1) as in (B2), @), we obtain the
one-step approximation ¥(ty, z) for v(t,x) :

(5.2) O(th, ) = B [0(thy1, Xy a(trr1)) Yo (tre1) + Zoy z1.0(te)] -

Now for simplicity in writing let us consider the case d = 1 and ¢ = 1. Thanks
to the use of the discrete random variables ([B3]), the expectation in (52) can be
evaluated exactly:
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(5.3)
1
Wt x) = { 50 (trsn + B b(t, @) —alte, )8t @) +h 2o (b, 2)+altr, ) Apw)

+ %u (trer 4 B [b(ts,2) — (i, 2)3(05, )] — B %0 (1, 2) + ate, 2) Ay }
X [1 + hC(tk, l’) + B(tk, x)Akw] + hf(tk, l’) + ’Y(tk, x)Akw

Based on the one-step approximation ([B.3]), we obtain the layer method for (21I)-
B2 withd=1,¢=1:

(5.4) o(tn, x) = ¢(),

ﬁ(tlw x) = {%fi(tlprl, x+h [b(tk, ) —o(t, I)ﬁ(tk, Z‘)]-i—hl/zd(tk, .’L‘)—F(Jé(tk, x)Akw)

1
5 (tkH, o+ B bt ) — alty, 2)B(te, )] — hY 20 (ty, ) + alty, x)Akw)
x [1 4 he(tg, x) + B(tg, ) Agw] + hf (tr, ) + vtk ) Agw, k=N —1,...,0.
It is not difficult to see that ¥(¢x, z) from (54 coincides with the ¥(ty, z) due to

BI0). Then according to Theorem B2 the estimates [BII) and [BI2) are valid
for ¥(t,x) from (B.4).

To realize (B5.4) numerically, it is sufficient to calculate the functions o(tx, ) at
some knots x; applying some kind of interpolation at every layer. So, to become a
numerical algorithm, the layer method (B4 needs a discretization in the variable
x. Consider the equidistant space discretization:

(5.5) x; = xo+ jha, j=0,41,42,.. .,

where z( is a point on R and h, > 0 is a step of the space discretization. Using,
for instance, linear interpolation, we construct the following algorithm on the basis
of the layer method (&.4):

(5.6) oty x) = p(),

S5 = (Lo

1
v (tk+17$j + h[b(tr, ;) — alte, 25) Bt 25)] — B 20 (t, 25) + Oé(tkvxj)Ak“O}
X [1 4 he(te, xj) + B(te, xj) Apw] + hf(te, ;) + v(tr, ;) Apw, j=0,£1,£2,.. .,
(5.7 oltea) = Lot ) + —

Lj
h, h,
k=N-—1,...,1,0.

tk+17x] + h (tkvxj) - a(tkvxj)ﬁ(tkvxj)]

l\')l»—\

+h1/20'(tk, xj) + a(ty, xj)Akw>

O(te, zj41), ©j <@ < Tj4q,

We use the same notation v for the two different functions: one is defined by the
layer algorithm (5.6])-(5.7) and the other is defined in Section Bl for (B3], but this
should not cause any confusion since we do not use the approximation (B:3)) in the
current section.

If we need the solution of (21])-(Z2)) for all points (tx, z;), we can use (5.6)-(E71)
to find o(ty, z;) layerwise. But if we need the solution at a particular point (¢x, ),
the formula ([B.I0) is more convenient.
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Remark 5.1. Thanks to the probabilistic approach, we do not need any stability
criteria for the layer methods in comparison with finite-difference schemes, on which
the Lax-Richtmyer equivalence theorem imposes a requirement on the relation be-
tween the time step h and the space step h,. E.g., for b=0,a=0,¢c=0, 8 =0,
and o is a constant, the method (B4]) (we note that it does not need an interpo-
lation in this case) coincides with the stable finite-difference scheme (see [I0] and
the references therein)

Oty @5) — O(ths1, %) _ 02 O(thr1, Tja1) — 20(tnr1, 25) + 0tk 3j-1)
h 2 n2
Akw

with h, = ovh. In layer methods the suitable choice of points at which o has
to be evaluated is achieved automatically by taking into account the coefficient
dependence on the space variables and a relationship between various terms (driving
noise, diffusion, and advection) in an intrinsic manner.

To prove the next convergence theorem, we need to impose additional assump-
tions on the considered problem to Assumptions 2.1-2.3 from Section [2

Assumption 5.1. We assume that the coefficients a, b, a,. are uniformly bounded
and that the function ¢ has bounded derivatives up to a sufficiently high order (i.e.,
it is globally Lipschitz).

Theorem 5.1. Let Assumptions 2.1, 2.3, and 5.1 hold. The algorithm ([G.6])-(G.7)
with hy = 2h3/*, 2 > 0, satisfies the inequality for p > 1 :

1/(2p)

(5.8) (E 15(t, ) — v(tk,x)|2p) < Kh'/?,

where K does not depend on x, h, k, i.e., in particular, (B0)-(&7) is of mean-square
order 1/2.

For almost every trajectory w(-) and any € > 0 the algorithm [O.6)-G1) with
he = »xh®/* converges with order 1/2 —¢, i.e.,

(5.9) [v(t, z) — O(tg, )| < C(W)AY?™F  a.s.,
where C' does not depend on x, h, k.

Proof. We first prove that

1/(2p)

(5.10) (E 0(tx, ;) — U(tk,xj)|2p) < Kh'/2,

In connection with the algorithm (E6)-(E), we introduce the random sequence
Xi, ffi, Z, i =k,...,N, in the following way. We fix k£ and put X, = Zj, Vi = 1,
Zk = 0 (to avoid confusion, we note that the index k of Xk, Yk, Zk means that
Xk, Yk, Z belong to the k' time layer, while the index j of x; corresponds to the
space discretization (5.5)). Knowing X;, we introduce the auxiliary values X fH at
the (i + 1)-th step, i = k,..., N — 1:

(5.11)

Xi:il = Xl + h |:b(tz, Xz) — oz(ti, X,L)B(t“ Xz):| + h1/20'(ti, Xz) + oz(ti, Xl)AZ’LU
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Then Xz’+1 for i = k,...,N — 2 is defined as the random variable distributed
according to the law:

% 1xl+17)2'_ 5 ]_X_ Xy
P(Xip1 =m) = §h71+1’ P(Xit1 =2141) = 527,

o 1./,Cm 1_XZ+ ] 1 X ITm
P(Xip1=ap) = 5%, P(Xijt1 = Tmy1) = 2%,

where x;, j41, T, Tm+1 are such that x; < )U(erl < Xip1, Tm < X 11 < s
and X N 1s distributed as
1 .
27
EH and Z—H fori=k,..., N —1 are defined in the following way:
Vi =Y, {1 + he(ts, Xi) + 5(1%75(0&“)} :
Zig1 = Zi+ hf(t;, Xa)Y; +y(ti, X)) Vidjw.
It can be directly verified that
(5.12) T)(tk,xj) =Ev {@(tk+1,xk+1)}?k+l + Zk-&-l} .

Using equalities of the type (3:20) and the fact that X, ; takes the values on the
set of knots of the space discretization, we get

o(t, ;) = BY {ﬁ(tkﬂ,jfmz)?kw + Zk+2] -

Carrying on in this way, we obtain that o(¢y, z;) admits the following probabilistic
representation:

(5.13) Bltr, 5) = B [o(tn, Xn) ¥ + Zx| = B [p(Xn) ¥ + Zn].
Now we shall act analogously to the proof of Theorem [3.2]and prove the inequal-
ity
1/(2p)
(5.14) (Blo(te, ) = oltw,zp)) T < KRM/2.

Then the inequality (5I0) follows from Theorem (see (BI10D).
We write the difference Dy := 0(ty, 2;) —0(tg, z;) in the form (see (B150)-(BI6)):

(5.15)

v

P(Xy=Xy)=PXy=X5)=

=LK" [«9 Xy, 2; (tN)) Vi, 21 (EN) + Ztk,;cj,l,o(tN)} - [«J(XN)Y’N + ZNN}
N—

E" > pi(X
=0

,_.

where

(5.16) pi(Xs,Ys, Z;) = BP0 Yo 2 5ty 1, Xi1) Yigr + Ziga
—0(tiy1, Xy, g, (i)Y, 5, 5. (tir1) = Zy, 5, v 2, (ti1)].

One can prove that the function 9(¢;, ) from (BI0) is sufficiently smooth in z and
satisfies (together with its derivatives) the same inequality as the function v(t, z)

(see the inequality (2.5])).
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Our next step is to get an estimate for pi()v(i, Y;, Z) Since }V/Hl =Y, x.v, (tit1),
Ziy1 =17,

X YT (ti+1), we have

9] Y, V) ~

Zi) = pi(X3,Y;) = B0V [o(tign, Xigr) = 0(tin, X, ¢, (tip1))]

9 ~

Vier B0 [0t i41, Xig1) — 0(tig1, Xy, x,(tiy1))]-

We expand f}(tiﬂ,)v(iﬂ) with respect to powers of A; = VZ-H — X, ina neigh-
borhood of X; and with the Lagrange remainder term containing terms of or-

der four, and we similarly expand ’D(ti+1,Xti X, (ti+1)) with respect to the A; :=
Xtij(i (tiy1) — X;. One can verify that for p > 1:

9

pi()v(’iv}/;a

and for hy, < »Vh,
G v o 2p v U~ 2p
E(E"XVAN) T = om), B (BwXAN) T = om).
Then, taking into account h, = »h3/%, it is not difficult to prove that

o o o |2P
E|pi(X;,Yi, Z;)| < Kh™.

From here, using the same arguments as in the proof of Theorem (see (3:22)),

we obtain (B.14]) and, consequently, (B10I).
Due to the smoothness of v(¢,z) in x, we have

v(ty, ) = % ot zj) + ;jj (tk, wjer) + O(h3), x5 <@ <wjy,
where E|O(h2)|*? < KhiP. Then
O(ty, ) — v(ty,z) = % [0(tg, x;) — v(te, z;)]
+I% [0(tk, Tj41) — v(tks Tj11)] + O(h2),

ha
and, using (5.10) and that h, = »h>/*, we obtain
Elo(ty, z) — v(ty, )| < K- (E|o(ty, x;) — v(t, z;)|*P
+E|0(tg, j41) — v(th, zj1)[*) + Kh*P < KhP,

whence (B.8)) follows. The inequality (5.9) is proved as its analogue in Theorem Bl
O

We note that for some particular SPDEs (see Remark B.1]) the algorithm (G5.6)-
B with h, = sh converges with the weak order 1 — e.

Remark 5.2. The generalization to the multidimensional SPDE, d > 1, ¢ > 1, is
straightforward (see it in the case of deterministic PDEs in [21], [23]). We also note
that other types of interpolation can be exploited here to construct layer algorithms
[21], 23].
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6. LAYER METHODS FOR SEMILINEAR SPDES

In this section, we generalize layer methods for the linear SPDEs considered
in Section [ to the case of semilinear SPDEs (see layer methods for semilinear
deterministic PDEs in [211 23] and for quasilinear deterministic PDEs in [24]). As
in the previous section, we restrict ourselves to the one-dimensional (d = 1) and one
noise (¢ = 1) case for simplicity in writing only. There is no difficulty in generalizing
the methods of this section to the multi-dimensional multi-noise case (see how this
is done in the case of deterministic PDEs in, e.g., [21] 23]).

We consider the Cauchy problem for the backward semilinear SPDE:

(6.1) —dv = [Lv+ f(t,z,v)]dt

+ |a(t, z, v)%v +5(t,z,v) | *xdw(t), (t,x) € [Tp,T) x R,
(6.2) o(T,z) = p(z), =€R,
where

2

0
92 v(t,x) + b(t, x, v(t, x))—xv(t,x),

f(t,l’,’l)) = fo(t,l')v + fl(t,ZE,U), ’y(t,l’,’U) = 70(t7 + 71(t z U)

z)v

Assumption 6.1. We assume that the coefficients a(t,z,v), b(t,z,v), fo(t,x),
fi(t,z,v), a(t,z,v), vo(t, z), and v1 (¢, z,v) and the function p(x) are bounded and
have bounded derivatives up to some order and that the coercivity condition is
satisfied, i.e., o%(t, 2, v) := a(t, z,v) — a?(t,z,v) > 0 for all ¢, z, v. We also suppose
that the problem (G1))-(G.2]) has the classical solution v(t, z), which has derivatives
in z up to a sufficiently high order, and that the solution and its spatial derivatives
have bounded moments up to some order.

(6.3) Lo(t,z) := %a(tm,v(t,x))

We note that under Assumption 6.1 the existence of the classical solution is
proved in the case a(t,z,v) = a(t, x), b(t,x,v) = b(t, z), a(t,z,v) = at,z) in [14]
and in the case a(t, z,v) = a(t,z) in [28] B0].

Formally generalizing the one-step approximation (5.3]), we get the one-step ap-
proximation for the semilinear problem (G.))-(6.2):

64) Bt ) = %1} (ti41,2 + hb(ts, 2 0(t1, 2))
+h 20 (t, 2, v(trgr, @) + a(te, , 0(tgy 1, x))Akw)
+ %v <tk+1, x + hb(tk, ¢, v(tg41,))
—h 20 (t, , 0(thgr, ) + oty , v(tri, x))Akw)

+ hf(tg,x,v(tks1,2)) + (g, 2, v(tpt1, ) Apw.

In the rest of this section we use the same letter K for various deterministic
constants and C' = C(w) for various positive random variables.

Lemma 6.1. Let Assumptions 6.1 hold. The error p = p(tx) = 0(tg, ) — v(tg, )
of the one-step approximation (64 is estimated as

(6.5) |E(pF )| < Clw)h®, |E(Agwp|F7 )| < Cw)h?,
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1/(2p)
(6.6) (BlP?) " <Kh p=1,

where C(w) and K do not depend on h, k, x and EC? < co. In the case of additive
noise, o = 0 and ’Y(t,l',’U) = V(tax) (i'8'7 ’Yo(t,ﬂf) = 07 ’Yl(t,.’E,U) = ’Y(t7x))7 the
error p satisfies ([6.3]) and

1/(2p)
(6.7) (Bl™) " <KD, p> 1

Proof. We note that the increments Apw and the values v(tyy1, ), & v(tgy1,2) /07
are independent. Using the assumptions, we first expand the right-hand side of (6.4)
at (tx41,x) with the Lagrange remainder containing fourth-order spatial derivatives
and then obtain

(6.8)

y 0
O(tg, ) = v(tps1,x) + [a(tr, 2, 0(tps1, ) Agw + hb(tg, T, v(tgt1,2))] 8—Z(tk+1,x)

+ % [haz(tk, z,0(thr1,2)) + a?(ty, o, 0(thy1, ) (Akw)z} %(tkﬂ,x)
+ hf(te, z, v(tet1, x)) + vk, 2, v(tet1, ) Agw + 71 (Ekt1, 2),
where the remainder rq (g1, x) satisfies the inequalities (in the general case)
(6.9)
B (r(tesn, @) F1 ) | < C@)h?, 1B (Agwrs (g, ) 2 ) | < Clw)h?,

9 )1/(2P) < Kh32

(B (s, )

Introduce the operators:

LEY(t,z) = %w(t, z) + [Lo(t,z) + f(t, z,v(t, z))] %¢(t, 2)

2

+ % {a(t, 0t 1)) L0+ (3, 0t x))} 9 vt 2,

Ox
A%Y(t, 2) = {a(t,x,v(t,x))ﬂv + v(t,x,v(t,x))] 21/1(75,2).
Ox 0z
Due to the backward Ito formula [32] 28], we have for a smooth 9 (¢, z) and ¢t < ¢ :

tet1
(6.10) Yt v(t,x)) = Y(tpsr, v(tgr, T)) —|—/ L5 (s,v(s, x))ds
trt1 '
+ / A%P(s,v(s,x)) * dw(s).
¢
We write the solution v(t,z), To <t < ty1, of (61)-(G2) as
tht1
(6.11) v(t, ) = v(tgs1, ) +/ [Lo(s,x) + f(s,z,v(s,x))] ds
¢

+ /ttk+1 {a(s,x,v(s,x))%(&x) +fy(s,x,v(s,x))} * dw(s)

and, in particular,

©12) o) =o(trne)+ [ [Lo(sa) + fsao(s0))ds

ty
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We substitute the expression for v(s, z) from (EI1]) in the parts of the integrand in

G.12):
(6.13)

thy1
Lu(s,z) = L>"v(tga1, ) +/ L5 [Lo(s',z) + f(s',z,0(s',2))] ds’
et 5,2 ’ / ov , / / ’
+ L5 |a(s', z,v(s ,x))a—x(s ,x) + (s’ x,v(s’,2)) | * dw(s),

0 0 tt1 g
%(s,x) = 8—Z(tk+1,x) +/ g [Lv(s',z) + f(s',z,v(s',x))] ds’

+/%3 (s, 2, 0(5", 2) 22 (5", 2) + (5", 2, 0(s, 2)) | # duo(s)
i 9 a(s',xz,v(s',x 8ch,a: (s, x,v(s", @ w(s'),

where

2

L5%(t, z) := %a(s,x,v(s,x))%w(t, z) + b(s,x,v(s,x))%w(t, 2).

Now we apply the Ito formula ([@I0) to f, o and v in [@I2]) and to the coeffi-
cients a and b appearing in L*%v(tgy1, ) in (6I3). Then taking into account the
assumptions and properties of Ito integrals, we obtain

82

1
(6.14) v(tg,x) = v(tks1,x) + h |:§a;(tk+1,$, v(t;ﬂ_l,x))w

0
+b(tk+1,x,v(tk+1,x)>—] o(ts, )

ox
+ hf(tk+1, z, U(thrlv x))

ov

; [a(tkﬂ,:c,v(tkﬂ,x))%(tm,x)

+ Y(tht1, T, v(tet1, 96))] Apw +ra(tetr, ),

where the remainder 7o(txt1,2) satisfies the inequalities of the form (G.5)-
in the general case and of the form ([G9) in the case a = 0, v(¢,z,v) = (¢, ).
Furthermore, in (G.I4) we expand the coefficients at (tx, z, v(tg+1,2)) and the new
remainder has the same properties as 5. The obtained result is subtracted from
([6.8) and we get (taking into account that a = o2 + a?)
(6.15)

10%v

p=0(tg,x)—v(tg,z) = 2942

(tort, )02 (ty 2, V(i ) [(Akw)Q - h}+r(tk+1, 2),

where the remainder r(¢x1, z) has the same properties as ro. Lemma[6.] evidently
follows from (615). O
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Based on the one-step approximation (G.4]), we obtain the layer method:

(6.16) U(tn, ) = p(z),
oty z) = %5 (tm, @ + hb(t, @, 5(ter1, @)
+h1/20(tk, 2, 0(tgt1, ) + alty, x, 0(tgt, x))Akw)
+ %@ (t,m, @ + hb(t, , 5(ter, o))

W20tz 5(thsn, 7)) + alts, T, 5(tsn,s x))Akw)
+hf(tg, x, 0(tgt1, x)) + y(tk, €, O(tkr1, ) Apw, k=N —1,...,1,0.

Let us prove the following technical lemma, which will be exploited in proving
the convergence Theorem

Lemma 6.2. Let Assumptions 6.1 hold. Then
(6.17) R(tg,x) := 0(tg, ) — v(tk, )
1 _ 1 _
= 5 R(txr1, 7+ bh + ah'? + aAgw) + 5 Rtx1, @+ bh— ah'/? + alyw)

0
+Afh+ AyAgw + a_;(thr]_, x)(Abh + AaAgw) +r + p,
where p is the one-step error as in Lemma and
| 7| < C| Rty ) | (h+ Afw).

Proof. From (GI6) and due to the equality 9(tgt1,) = v(tkt1,-) + R(tkt1, ), we
get

(6.18)
_ 1 T =11/2 , - 1 T o1/2 , ~
o(tg,x) = §v(tk+1,x+bh—|—ah + alAw) + §v(tk+1,x+bh— gh'? + algw)

1 _ 1 _
+5 R(tri1, @ + b+ ah'/? + al,w) + 5 R(ty1, 2+ bh — aht/? + aldgw)
+fh+3Aw, k=N —1,...,1,0,

where b, &, a, f, 7 are the coefficients b(t,z,v),...,v(t,z,v) calculated at t =
tg, =2, v="0(tp1,2) = v(tgs1, ) + R(tgr1, ).
We have

(6.19) b= b(ty, z,v(trr1,7) + R(trs1, 7)) = b(te, z,v(tpy1, 7)) + Ab:= b+ Ab,
where Ab satisfies the inequality

(6.20) | Ab | < K | R(tgy1,2) |

with a deterministic constant K. Due to the uniform boundedness of b, we also get
(6.21) | Ab > < | Ab| XK | R(tpy1,2) | < K| R(tgyr, ) | -

Analogously,

(622) G=0+A0, |Ac| <K |R(tpi1,2) ]|, | Ao |> < K| R(tgsr,2) |,

Q

a+Aa, |Aa| < K| R(tg+1,2) |, | Ac |2 < K| R(tgs1,z) |-
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For Af and A, we have
(6.23) |AF| <K | Ritena) |, | Ay | < K | Ritien ) |
It is not difficult to see that ([620)-([G22) imply the equalities
(6.24) V(tpsr, @ + bh £ 5h'Y? + aAgw) = v(tpsr, © + bh £ oh'/? + aAw)

ov

—l—a—(tkH, x4+ bh £ oh'/? + aApw)(Abh + AchY? + AaAw) + 7,
x

where
(6.25) | r| < C|Abh+ Ach'? + AaAw [ < C | R(tpy,z) | (h+ Alw),

and C is a random variable with uniformly bounded second moment EC?.
Furthermore,
v v

(6.26) %(tkﬂ,x—i—bhiahl/Q—i—aAkw) = %(tkﬂ,x)—i—Chl/Q—l—CAkw, EC? < .

Substituting ([626]) in ([624]) and then the new ([€24) in ([G.I8) and taking into
account ([6.20)-([@22) with (6.25]), we obtain

(6.27)
- 1 1/2 1 1/2
(tg,x) = §v(tk+1,x+bh—|—ah + aAjw) + Ev(tk+1,x+bh_ oh'/? + alAjw)

8
FFh 4 A + Afh + AyAgw + a—; (tes1, ) (Abh + Aad jw)

1 _ 1 _
5R(ﬁkﬂ, x4 bh+ ah'? + alyw) + 5R(ﬁkﬂ, x4 bh — ah'? + aAw) +r
1 _ 1 _
= 0(th, )+ 5 R(th 1,7+ bh + ah'?+ aljw) + 5 Rtk @+ bh — ah'/?+ alw)

+

+Afh+ AyApw + %(tkﬂ, x)(Abh + AaAgw) + T,
where the new r also satisfies
|7 | <C| R(trs1, ) | (h+ Aiw).
At last using Lemma [6.1] we obtain
(6.28) R(tg, ) = 0(tg,x) — v(tg, ) = 0(tg, ) — v(tk, T)

1 _ 1 _
5 R(thsr, @+ bh + ah'’? + alyw) + 5 Rtk @+ bh — ah'/? + alw)

)
FAfh+ AyApw + 8—Z(tk+1, 2)(Abh + AadAzw) + 7

1 _ 1 _
= S R(teer, @ +bh+ ah'? + alyw) + 5 Rtk @+ bh— ah'? + aAw)

)
FAfh+ AyAgw + a—i(tm, 2)(Abh + AaAyw) + 7 + p,

whence (GI7) follows. O

Due to Lemmas and [6:2] one can expect that the method (6I6]) converges
with the mean-square order 1/2. But we have not succeeded in proving the corre-
sponding convergence theorem in the general case. Here we restrict ourselves to
proving the following theorem.
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Theorem 6.1. Let Assumptions 6.1 hold. Let o =0 and b and o be independent
of v. Then
(6.29) (E(0(ty, z) — v(ty, z))?)Y? < Kh'/?,

where K does not depend on h, k, x. If, in addition, v(t,z,v) = y(t,z) (i.e., in the
additive noise case), then

(6.30) (E(0(ty, z) — v(ty, )?)/? < Kh.

Proof. In the case @ = 0 and b and ¢ independent of v, the remainder r in (G.2])
is equal to zero (see ([G:25))). Then we get
(6.31)

1 1
R(ty,z) = §R(tk+1,x+bh+ah1/2)+§R(tk+1,x+bh—ah1/2)+Afh+A7Akw+p,

where p satisfies ([6.0) in the case of general v and (6.7) in the case (¢, z,v) =
~(t, x). Let us square (G31)) and then take conditional expectation with respect to

the o-algebra ]—";’““. We get
(6.32)
E(R*(ty,x) | Firtt) = iRQ(tk-}-l, x4 bh + oh'/?) + iRZ(tk-i-l, x4 bh — oh'/?)
+%R(tk+1, x4 bh + oh'?)R(ty 1,z + bh — oh/?)
+R(Af)? + h(Av)® + E(p® | F£)
+(R(thi1, 4+ bh + ch'/?) + R(tyi1, 2 + bh — ah/?))(Afh + E(p | Fitt))
F2AFRE(p | Fi) + 2AvE(Agwp | Fabth).

Using Lemma [6.1] and the inequalities (6.23)), one can estimate the terms in (6.32)).
For instance,

1
| AvE(uwp | Fi*) | < K|R(t, @) C)h? < SKR2 (e, 0)h+ SO (W),

N =

Introduce the notation

m(ty) = sup ER?(ty,, ).

After taking expectations in ([6.32]), we easily obtain
ER*(ty,z) < (1 + Kh)ym(tyr1) + Ep*(thr1) + Kh?,
where the constant K does not depend on h, k, x. Therefore
m(ty) < (1+ Kh)ym(tgs1) + Ep?(tgps1) + Kh3,

whence ([6.29) follows because of Ep? < Kh? in the multiplicative noise case (i.e.,
when 7 depends on v) and (630) follows because of Ep?> < Kh3 in the additive
noise case. g

Introduce the equidistant space discretization as in (5.5]). Using linear inter-
polation, we construct the following algorithm on the basis of the layer method

(6.16):
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(6.33) U(tn, ) = p(z),

E(tk,xj) = =0 (tk+1,.’L'j + hb(tk,xj,f)(tkﬂ,xj))

DN | =

+ B 20 (t 25, B(thar, 77)) + ot 75, ﬁ(tk+1,xj))Akw)

+ -0 (tk+1,xj‘+'hb(tka$ja@(tk+1,xj))

N | =

— W 2ot g, (b, 27)) + oty 25, @(tkﬂ,xj))Akw)
+hf(tka Zj, /U(tk+17 x])) + 'Y(tkv Zj, ’E(tk+17 xj))Ak?wv .] = 07 ila :t27 e
Tirn — T

(6.31)  otea) = 25

X —ZIJj _
(tr, ;) + h—U(tk7xj+1>7 r; <x < Tjyq,
xT
k=N-1,...,1,0.

The following convergence theorem is proved for this algorithm using ideas from
the above proof of Theorem and also from the proof of an analogous theorem
for an algorithm in the deterministic case [23, Chapter 7).

Theorem 6.2. Let Assumptions 6.1 hold. Let o« = 0 and b and o be independent
of v. Then the error of the one-step approzimation (6.33)-634) with h, = »h>/4,
x> 0, is estimated as

(6.35) (E(0(tn, x) — v(ty, x))?)? < Kh'/2,

where K does not depend on h, k, x. If, in addition, v(t,z,v) = y(t,z) (i.e., in the
additive noise case) and hy = »h, » > 0, then

(6.36) (E(v(tg,x) — U(tk,sc))Q)l/2 < Kh.
We note that Remark is valid here.

7. NUMERICAL EXPERIMENTS

7.1. Model problem: Ornstein-Uhlenbeck equation. We consider the prob-
lem

a® 0%v ov ov
(71) —dv = [7@ + bl'%] dt + a% * d’LU(t), (t,:L‘) S [To,T) x R,
(7.2) v(T,z) = p(z), z€R,
where w(t) is a standard scalar Wiener process, a, b, o are constants and
(7.3) o2 =a?>—-a?>0.
The solution of the problem is given by (see (2:6)-(21)):
(7.4) o(t,z) = Bp(X, . (T)),
(7.5) dX =bXds + odW(s) + adw(s).
We have

T
(7.6) Xi0(T) =Tz 4 / T [adW (9) + adw(V)] .
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Clearly, the conditional distribution of X; ,(T") under w(s), t < s < T, is Gaussian
with the parameters

(7.7 m(t,z) = E (X :(T)/w(s) —w(t),t <s<T)

T
= eb(T_t)x—F/ eb(T_ﬂ)adw(ﬂ)
t

=T o (w(T) — w(t)) + ab /T T (w(9) — w(t)) dd,

(7.8) §2(t) i= Var (Xe.(T)/w(s) —w(t),t < s <T)

o’ 2b
=T (Tt _ 1) :
2 (e

From here, we get the following explicit solution of the Ornstein-Uhlenbeck equa-
tion:

> —m X 2
(19) olti) = B(Xea(D) = 7= [ w(f)eXp<7(§ ) )dg.

V276(t) J oo
We have
v eb(T—1) oo —m(t,z))?
110 Gt = s [ @ mit e (—%) 3

Now consider the problem which is a perturbation of (7Z1))-(T2):
(7.11)

a? 8%u Ou Ou
—du = 5 922 + (bx + eby(x)) %} dt + Qo * dw(t), (t,x)€ [To,T) xR,
(7.12) u(T,z) = ¢(x), =eR.

Aiming to reduce variance in the Monte Carlo procedure, let us use the represen-
tation (2)-3) with © =0 (hence Y = 1) and with

ov

(7.13) A(s,x) = —aa—x(s,x),

where Ov/0x is from (ZI0). We have

(7.14) ut,z) = E* [p(X1.0(T)) + Zt21,0(T)]

where X, Z satisfy the system

(7.15) dX = [bX + b (X)]ds + odW (s) + adw(s),
dzZ = —O’%(S,X)dW(S).

To realize ([C.I4]), we use both the mean-square and the weak Euler procedures for
solving ((C.I5]) with respect to the Wiener process W (t). Due to Theorem E.1] the
variance is expected to be small if ¢ is relatively small. Here we exploit the control
variates method (we put p = 0) for variance reduction. Since in the SPDEs ()
[T2) and (CII)-CI2) the coefficient « is constant and 8 = v = 0, the method of
important sampling can also be used without any theoretical difficulties (see the
corresponding comment at the end of Section H]).
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7.2. Numerical results. For definiteness, we simulate (Z1I))-([Z2]) with
(7.16) o(r) = 22

In the tests we fix a trajectory w(t), 0 < t < T, which is obtained with a small time
step equal to 0.0001. To evaluate the exact solution given by (), we simulate
the integral in (1) by the trapezoidal rule with the step 0.0001. In Table [l we
present the results of simulating the solution of (TI))-(C2), (CI6) by the weak
Euler-type scheme (1), (39). One can observe convergence with order one that
is in good agreement with our theoretical results (see Remark Bl and note that
in this example o and o are constant). In the table the “£” reflects the Monte
Carlo error only, it gives the confidence interval for the corresponding value with
probability 0.95. Similar results are obtained by the mean-square Euler scheme
32). For instance, for h = 0.1 (the other parameters are the same as in Table [I)
we get 9(0,0) = 0.7550 % 0.0019.

TABLE 1. Ornstein-Uhlenbeck equation. Evaluation of v(t, z) from
[CI)-([@2), (CI8) with various time steps h. Here a =1, b = —1,
a = 0.5, and T' = 10. The expectations are computed by the Monte
Carlo technique simulating M = 10° independent realizations. The
“+”reflects the Monte Carlo error only, it does not reflect the error
of the method. All simulations are done along the same sample
path w(t). The corresponding reference value is 0.73726, which is
found due to ([T9I).

h 5(0,0)

0.2  0.773540.0019
0.1  0.7557 +0.0018
0.05  0.7456 + 0.0018
0.02  0.7412 4 0.0018
0.01  0.7391 4 0.0018

To demonstrate the variance reduction technique from Section ] we first simulate
[TI)-([2), (CI6) using a probabilistic representation of the form (.14)), (CI5]) with
e = 0. In particular, we obtain that for M = 10%, h = 0.1 (the other parameters
are the same as in Table[I]) ©(0,0) = 0.7562+0.0012 and for M = 100, h = 0.01 the
approximate value ©(0,0) = 0.7383 &+ 0.0010. Recalling that the results in Table [Tl
are obtained with M = 105 Monte Carlo runs, one can see that we reach the same
level of the Monte Carlo error with significantly fewer Monte Carlo runs. We note
that although we use the optimal A(s, ) here, the variance (and, consequently, the
Monte Carlo error) is not zero, which is due to the error of numerical integration
of the equation for Z in (ZI5).

Now we evaluate the solution of the perturbed Ornstein-Uhlenbeck equation
(CII)-(712). We take ¢(z) from (7.I6) and we choose a small € > 0 and

(7.17) bi(x) = —a.
We simulate (C14), (ZI3), (716), (ZI7) both without employing the variance

reduction technique (i.e., we put Z(7T') = 0 in (I4)) and with variance reduction

(i.e., using A(s, ) from (CI3), (ZI0)) by the Euler-type scheme B7), 33). The

results of the experiments are presented in Table 2l When the variance reduction
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TABLE 2. Perturbed Ornstein-Uhlenbeck equation. Evaluation of
u(t, z) from (CII)-(TI12), (CI6), (TI0) at (0,0) with various time
steps h. Here a =1, b= —1, a = 0.5, ¢ = 0.1, and T = 10. The
expectations are computed by the Monte Carlo technique simulat-
ing M = 10* independent realizations. The corresponding refer-
ence value is 0.6006 + 0.0004, which is found by simulation with
h = 0.001 and M = 10°.

h without variance reduction with variance reduction
0.2 0.614 £0.014 0.6014 4+ 0.0042
0.1 0.611 +0.014 0.6037 £ 0.0040
0.02 0.604 +0.014 0.6001 =+ 0.0041

technique is used, the Monte Carlo error is 3.5 times less than in the standard
simulation without variance reduction. In other words, to reach the same accuracy,
we can run 12 times fewer trajectories in the case with variance reduction than
without one, which is a significant gain of computational efficiency.
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