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Abstract The numerical solutions of stochastic differential delay equations
(SDDEs) under the generalized Khasminskii-type condition were discussed by Mao
(Appl. Math. Comput. 217, 5512-5524 2011), and the theory there showed that the
Euler—-Maruyama (EM) numerical solutions converge to the true solutions in proba-
bility. However, there is so far no result on the strong convergence (namely in L?) of
the numerical solutions for the SDDEs under this generalized condition. In this paper,
we will use the truncated EM method developed by Mao (J. Comput. Appl. Math.
290, 370-384 2015) to study the strong convergence of the numerical solutions for
the SDDEs under the generalized Khasminskii-type condition.

Keywords Brownian motion - Stochastic differential delay equation - Itd’s
formula - Truncated Euler—Maruyama - Khasminskii-type condition
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1 Introduction

In the study of stochastic differential delay equations (SDDEs), the classical
existence-and-uniqueness theorem requires that the coefficients of the SDDEs sat-
isfy the local Lipschitz condition and the linear growth condition (see, e.g., [1, 6,
9, 12, 20]). However, there are many SDDEs which do not satisfy the linear growth
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condition. In 2002, Mao [14] generalized the the well-known Khasminskii test [7]
from stochastic differential equations (SDEs) to SDDEs. The Khasminskii-type the-
orem established in [14] for SDDEs gives the conditions, in terms of Lyapunov
functions, under which the solutions to SDDEs will not explode to infinity at a finite
time. The Khasminskii-type theorem enables us to verify if a given nonlinear SDDE
has a unique global solution under the local Lipschitz condition but without the linear
growth condition. In 2005, Mao and Rassias [17] demonstrated that there are many
important SDDEs which are not covered by the Khasminskii-type theorem given in
[14] and established a generalized Khasminskii-type theorem which covers a very
wide class of nonlinear SDDEs.

On the other hand, there are in general no explicit solutions to nonlinear SDDEs,
whence numerical solutions are required in practice. The numerical solutions under
the linear growth condition plus the local Lipschitz condition have been discussed
intensively by many authors (see, e.g., [3-5, 8, 11, 19, 21]). The numerical solutions
of SDDEs under the generalized Khasminskii-type condition were discussed by Mao
[15], and the theory there showed that the Euler—-Maruyama (EM) numerical solu-
tions converge to the true solutions in probability. However, there is so far no result
on the strong convergence (namely in L?) of the numerical solutions for the SDDEs
under the generalized Khasminskii-type condition.

Recently, Mao [16] develops a new explicit numerical method, called the truncated
EM method, for SDEs under the Khasminskii-type condition plus the local Lipschitz
condition and establishes the strong convergence theory. In this paper, we will use this
new truncated EM method to study the strong convergence of the numerical solutions
for the SDDESs under the generalized Khasminskii-type condition.

This paper is organized as follows: We will introduce necessary notion, state
the generalized Khasminskii-type condition, and define the truncated EM numerical
solutions for SDDEs in Section 2. We will establish the strong convergence theory
for the truncated EM numerical solutions in Sections 3 and 4 and discuss the con-
vergence rates in Section 5. In each of these three sections, we will illustrate our
theory by examples. We will see from these examples that the truncated EM numer-
ical method can be applied to approximate the solutions of many highly nonlinear
SDDEs. We will finally conclude our paper in Section 6.

2 The truncated Euler-Maruyama method

Throughout this paper, unless otherwise specified, we use the following notation.
Let | - | be the Euclidean norm in R”. If A is a vector or matrix, its transpose is
denoted by AT If A is a matrix, its trace norm is denoted by |A| = /trace(AT A).
Let Ry = [0,00) and T > 0. Denote by C([—7t, 0]; R") the family of contin-
uous functions from [—7, 0] to R"” with the norm ||¢| = sup_,-g<ol@(0)|. Let
(2, F, {Fi}i=0, P) be a complete probability space with a filtration_{]?,},zo satisfy-
ing the usual conditions (i.e., it is increasing and right continuous while J( contains
all P-null sets). Let B(r) = (Bi(t),---, Byn(t))T be an m-dimensional Brownian
motion defined on the probability space. Moreover, for two real numbers a and b, we
use a V b = max(a, b) and a A b = min(a, b). If G is a set, its indicator function is
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denoted by /g, namely Ig(x) = 1 if x € G and 0 otherwise. If a is a real number,

we denote by |a] the largest integer which is less or equal to a, e.g., [—1.2] = =2
and [2.3] = 2.
Consider a nonlinear SDDE
dx(t) = f(x(t), x(t — 1))dt + g(x(2), x(t — 1))dB({), =0, 2.1
with the initial data given by
{x(0): —t <0 <0} =& € C([—7,0; R"). (2.2)
Here

fR'xR" > R" and g:R"xR"— R"™",
We assume that the coefficients f and g obey the Local Lipschitz condition:

Assumption 2.1 For every positive number R, there is a positive constant K such
that

|f@y) = fEDEVIg y) = g@ HIP < K(lx — 5 + Iy =517
for those x,y,x,y € R" with |x| vV |y| V |x| V|¥| < R.

The classical existence-and-uniqueness theorem does not only require this local
Lipschitz condition but also the linear growth condition (see, e.g., [10, 12, 13, 20]). In
this paper, we shall retain the local Lipschitz condition but replace the linear growth
condition by a generalized Khasminskii-type condition.

Assumption 2.2 There are constants K1 > 0, Ko > 0 and B > 2 such that

1
xTflx,y) + 5lgtx, WE <KL+ x24Iy — Kalx 1P + KalylP (23)
forall (x,y) e R" x R".

To have a feeling about what type of nonlinear SDDESs to which our theory may
apply, please consider, for example, the scalar SDDE

dx(t) = [a1+aa|x(t =) [*? —asx> () 1dt +aa|x () > +asx (. —1)1dB(t), t >0,

where a3 > 0 and ay, az, a4, a5 € R (see Example 4.8 for the details) or the 2-
dimensional SDDE in Example 3.7. The following result, established in [17], is
a generalized Khasminskii-type theorem on the existence and uniqueness of the
solution to the SDDE.

Lemma 2.3 Let Assumptions 2.1 and 2.2 hold. Then, for any given initial data (2.2),
there is a unique global solution x (t) to (2.1) ont € [—1, 00). Moreover, the solution
has the property that

sup Elx(®)|*> <oo, VT >0. (2.4)

—t<t<T

It has been shown (see, e.g., [15]) that under Assumptions 2.1 and 2.2, the EM
numerical solutions converge to the true solution in probability. But, to our best
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knowledge, there is so far no result on the strong convergence under these assump-
tions. In this paper, we will use the truncated EM method developed in [16] and show
that the truncated EM solutions will converge to the true solution in L9 for some
q=>1

To define the truncated EM numerical solutions, we first choose a strictly increas-
ing continuous function © : Ry — Ry such that u(r) — ocoasr — o0
and

sup (If G, IV Igk, W) < pu(r), Vr=1. (2.5)

[x[Viyl=r

1 1

Denoted by p~'is the inverse function of p and we see that u=' is a strictly
increasing continuous function from [1£(0), co) to R;. We also choose a constant
A* € (0, 1] and a strictly decreasing function 4 : (0, A*] — (0, co) such that

h(A*) > u(l), Alimoh(A)zoo and AY4R(A) <1, VA € (0, A%]. (2.6)
—

For example, we may choose A* € (0, 1) sufficiently small such that 1/A* >

(/,L(l))4 and define h(A) = A~ V4 for A € (0, A*]. For a given step size A €

(0, A*], let us define a mapping 7w from R” to the closed ball {x € R" : |x| <
1~ (h(A))} by

_ x

ma(x) = (x| A (R(A))) o

where we set x/|x| = 0 when x = 0. That is, mo will map x to itself when |x| <
w= ' (h(A)) and to = (h(A))x/|x| when |x| > u~'(h(A)). We then define the
truncated functions

falx,y) = f@alx), ma(y)) and galx,y) = gmax), ma(y)) 2.7
for x, y € R". It is easy to see that
|fa(e, IV Igax, VI < u(u ' (h(A)) = h(A), Vx,y e R". (2.8)

That is, both truncated functions fa and ga are bounded although f and g may not.
More usefully, these truncated functions preserve the generalized Khasminskii-type
condition to a very nice degree as described in the following lemma.

Lemma 2.4 Let Assumption 2.2 hold. Then, for every A € (0, A*], we have

T 1 2 2 2 B B
x fA(x,y)+§|gA(x,y)| S2K1 (14 [x|” 4+ [y = Ka|lma ()| + Ka|ma(y)]

(2.9)
forallx,y e R".

Proof Fix any A € (0, A*]. Recalling that A(A*) > wu(l), we see that

w L (h(A*) > 1. But & is decreasing while wlis increasing, so w Ll (h(A)4
> 1.
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For x € R” with [x| < u~!(h(A)) and any y € R", we have, by (2.3),

T 1 2
x fA(x,y)JrEIgA(x,y)l

1
a0 frax), ma(y)) + 518(Ta ), A
Ki(1 4 ma@)> + 1ma (1) — Kalma ()1 + Kalma ()P
Ki(1+ x>+ |y — Kalma )P + Kalra()1?, (2.10)

which implies the desired assertion (2.9). On the other hand, for x € R” with |x| >
w~Y(h(A)) and any y € R”, we have

=
=

T 1 2
x fA(x,y)JrzlgA(x,y)l

1
A )T fax), ma(y)) + 518(Ta o), A

+(x — A ) frax), ma ()

< Ki(1 + [ma(@)? + 1ma)?) — Kalma ()P + Kalma ()1
x| .
oy~ ma® fea mam), .11

where (2.3) has been used. But once again we see from (2.3) that
A )T f(wa ), ma ()
< Ki(1 + [ma@)* + Ima)?) — Kol (AN + Kalma (0)IP
< Ki(1 4+ |ma@)* + lma (),

where we have used the property |7a(y)] < u~!'(h(A)) by the definition of 7(-).
Substituting this into (2.11) yields

1
xT falx, y) + 5|gA<x,y>|2

K P + l7a (M%) — Kalma )1 + Kalma ()P
=l (h(A))
< Kilx|(1 + |x| + [y) — Kalwa()|? + Kaolwa ()P
< 2K1(1+ Ix1* + [y1») = Kalma )P + Kaolwa()1P. (2.12)

Namely, we have showed that the required assertion (2.9) also holds for x € R” with
lx| > w1l (h(A)) and any y € R". The proof is hence complete. O]

From now on, we will let the step size A be a fraction of t. That is, we will use
A = t/M for some positive integer M. When we use the terms of a sufficiently
small A, we mean that we choose M sufficiently large.

Let us now form the discrete-time truncated EM solutions. Define t; = kA fork =
M, —(M—-1),---,0,1,2,---.Set Xpo(tx) = E(ty) fork = —-M,—(M—1),---,0
and then form

Xa(tey1) = Xate) + fAXA@), XAG—m))A + ga(Xa(tr), XA(ti—p))ABy
(2.13)
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fork=0,1,2,---,where ABy = B(tx+1) — B(#x). In our analysis, it is more conve-
nient to work on the continuous-time approximations. There are two continuous-time
versions. One is the continuous-time step process xa(¢) on ¢ € [—t, 00) defined by

o0
Ea) = Y Xa@)lka.wrna) (), (2.14)
k=—M

where Ijxa (k+1)a)(t) is the indicator function of [kA, (k + 1)A) (please recall the
notation defined in the beginning of this section). The other one is the continuous-
time continuous process xa(f) on ¢ € [—t, 00) defined by xa(r) = &(¢) for ¢ €
[—7, 0] while for¢t > 0

t t
xa(t) = 5(0)+/ Sa(xa(s), iA(S—f))der/ gA(XA(s), Xa(s—1))dB(s). (2.15)
0 0
We see that xa (¢) is an Itd process on ¢ > 0 with its [t6 differential

dxa(t) = fa(xa(®), xa(t —1))dt + ga(xa(t), xa(t — T))dB(1). (2.16)

It is useful to know that X A (fx) = XA (fx) = xa(tx) for every k > —M, namely they
coincide at f. Of course, X () is computable but x A (¢) is not in general. However,
the following lemma shows that xa (#) and X (¢) are close to each other in the sense
of L?. This indicates that it is sufficient to use x (¢) in practice. On the other hand,
in our analysis, it is more convenient to work on both of them.

Lemma 2.5 For any A € (0, A*] and any p > 2, we have
Elxa(t) = ¥a0P < cp APP(R(A)P, Vi =0, .17
where cp, is a positive constant dependent only on p. Consequently

lim Elxa(t) —xa ()P =0, Vi=>0. (2.18)
A—0

Proof In what follows, we will use ¢, to stand for generic positive real con-
stants dependent only on p and its values may change between occurrences. Fix
A € (0, A*] arbitrarily. For any ¢ > 0, there is a unique integer k > 0 such that
tr <t < tyg1. By (2.8) as well as the Holder inequality (see, e.g., [13, page 5]) and
the moment property of the It6 integral (see, e.g., [13, Theorem 7.1 on page 39]), we
can derive from (2.16) that

Elxa () — ¥a(®]” = Elxa(®) — xa@)1”

(] [ raatrmas —onis| + 8| [ eaa.5a0 ~ mane)|)
I Tk

A

IA

t
ep(A1E / | faGEa(s), Fals — )17 ds
173

t
+ 807225 [ jga G (5). 56 = 0)I7ds)
173

IA

cp AP (h(A))P,
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which is (2.17). Noting from (2.6) that A?/?(h(A))? < AP/*, we obtain (2.18) from
(2.17) immediately. O

3 Convergence in LY for g € [1, 2)

From now on, we will fix T > 0 arbitrarily. In this section, we will show that

Iim E|xa(T) —x(T)|? =0 and lim E|xa(T) —x(T)|?9 =0
A—0 A—0

for every 1 < g < 2. By (2.8), we see that for any given A € (0, A*], both coeffi-
cients fa and ga are bounded. It therefore follows easily from (2.15) that for every
p=2

Elxa(@®)|? <00, Vt=>0.

The following lemma gives an (uniformly) upper bound, independent of A, for the
second moment.

Lemma 3.1 Let Assumptions 2.1 and 2.2 hold. Then,

sup  sup Elxa(n)]* <C, (3.1)
0<A<A* 0<t<T

where, and from now on, C stands for generic positive real constants dependent on
T, K1, K>, & (and p, K3 etc. as well in the next sections) but independent of A and
its values may change between occurrences.

Proof Fix A € (0, A*] and the initial data & arbitrarily. By the 1t6 formula, we derive
from (2.16) thatfor0 < < T,

Exa®? = [§O)F +E /0 t(2x£<s>fA<xA<s>, Fals — 1))
+ga(Ea(s), £als = D) )ds

- EOP+E [ (2556) faGa(s). Rals =)
+ga(Ea(s), Eals = D) )ds

t
+]E/O 20xa(s) = Xa ()" fa(Eals), ¥als — 7))ds.

By Lemma 2.4, we get

t
Elxa(t)* < [E0)* +4K/E f (1 + X4 + 1Fa(s — T)*)ds
0
t t
—2K,E / |ma(Fa(s))|Pds + 2K / A (Fa(s — T))IPds
0 0

t
+2]E/O lxa(s) —xXa()Ifa(xals), xals —1))lds. (3.2
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However,

t
HOE +4K1E/ (1 +1%aG)* + 1%a(s — D)[Pds
0

t
< |§'(0)|2+4K1/ (1 + sup ]El)?A(u)|2+ sup E|xa(u —r)|2>ds
0

O0<u<s 0<u<s

IA

t
4K1/ (1 + €17 42 sup E|xA(u)|2)ds
0

0<u<s
C+8K1/ ( sup E|xA(u)|2)ds. (3.3)
0

O<u<s

t

IA

Moreover,

t t
—2K,E f Ima(Fa(s))Pds + 2K j |ma(Fa(s — 1)) |Pds
0 0

-7

t
= 2K,E / Ima Fa()Pds + 2KoE / T Ea(s))Pds
0

-7
0
< 2K; / lmaGa(s)IPds < 2t Ko €]17. (3.4)
—T
Furthermore, by Lemma 2.5 with p = 2 and inequalities (2.8) and (2.6), we derive
that

t
E/O Ixa(s) = Xa (@) fa(Xa(s), Xals —1))lds

IA

T
h(A)/0 Elxa(s) — xa(s)lds

IA

T
h(A) f (Elxa(s) — Fa()1H) "/ 2ds
0
C(h(A)?A? < . (3.5)
Substituting (3.3)—(3.5) into (3.2) yields

IA

t

( sup E|xA(u)|2)ds.

0<u<s

Elxa(t)* < C + SKlf
0

As this holds for any ¢ € [0, T] while the sum of the right-hand-side (RHS) terms is
non-decreasing in 7, we then see

t
sup Elxa()[? < C+8K1/ ( sup IE|xA(u)|2)ds.
O0<u<t 0 “0<u<s

The well-known Gronwall inequality yields that

sup Elxa()* < C.

0<u<T

As this holds for any A € (0, A*] while C is independent of A, we obtain the
required assertion (3.1). O
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Let us present two more lemmas before we state one of our main results in this
paper.

Lemma 3.2 Let Assumptions 2.1 and 2.2 hold. For any real number R > ||&||, define
the stopping time

g =inf{r = 0: [x()| = R},
where throughout this paper, we set inf ) = oo (and as usual @) denotes the empty
set). Then,

Pag < T) < % (3.6)

(Recall that C stands for generic positive real constants dependent on T, K1, K>, &
so C here is independent of R.)

Proof By the It formula and Assumption 2.2, we derive thatfor0 <7 < T,
INTR

Elx(r A tr)]* < |£(0) +2K1Ef (14 |x($)* + [x(s — ) *)ds
0

INTR

IATR
—2K2E/ Ix(s)|Pds + 2K2]E/ Ix(s — 7)|Pds
0 0

t

EO) +2K1T +2K\E /0 (1x(s A )2+ 1x((s — 1) A ) )ds

IA

0
+2K> f 1E(s)|Pds

-7

A

t
C+ 2K1/ (Elx(s A Tr)* + Elx((s — 7) A Tr)|?)ds
0

t

C +4K1f ( sup Elx(u A TR)lz)dS
0

0<u<s

IA

But the sum of the RHS terms is non-decreasing in ¢, we hence have
t
sup Elx(u A tr)? < C +4K1/ ( sup Elx(u A tR)|2)ds.
0<u<t 0 “0<us<s
The Gronwall inequality shows

sup Elx(u A ‘L’R)|2 <C.
0<u<T

In particular, we have
Elx(T A tR)|> < C.
This implies, by the Chebyshev inequality,

R’P(zg <T)<C
and the assertion follows. [
Lemma 3.3 Let Assumptions 2.1 and 2.2 hold. For any real number R > ||&|| and
A € (0, A*], define the stopping time
pa.r =inf{t > 0: |xa ()| = R}.
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Then c

Poar =T) < R (3.7)
(Please recall that C is independent of A and R.)
Proof We simply write pa g = p. In the same way as (3.2) was obtained, we can
show thatfor0 <t < T,

tAp
Elxa(t A p)|* < £(0)* + 4K1E/ (1 + X)) + 1Fa(s — T)*)ds
0

tAp

NP
—2K,E / |ma Ga()IPds + 2KoE / A Eals—1))|Pds
0 0

tAp
+2E/O [xa(s) = Xa ()] fa(Xals), Xals — 7))|ds. (3.8)

In the same way, as we performed in the proofs of Lemmas 3.1 and 3.2, we can then
show that

t
Bleat A p)f = C+8K [ ( sup Bliatun p)?)ds
0

0<u<s

t
+2E/O Ixa(s) = Xa @I fa(xals), Xals —7)lds. (3.9)

This, together with (3.5), implies
t
Elxa(t A p)|> < C + 8K1/ ( sup Ejfa(u A ,0)|2>ds.
0 “0<u<s
Noting that the sum of the RHS terms is increasing in ¢ while

sup Elia(u A p)* < sup Elxa(u A p)l?,

O0<u<s 0<u<s
we get
t
sup Elxa A p)? < C + 8K1/ ( sup Elxa(u A ,0)|2)ds.
O<u=<t 0 “0<u<s
The Gronwall inequality shows

sup Elxa(u A p)|* < C.

0<u<T
This implies the required assertion (3.7) easily. O
For the numerical solutions to converge to the true solution in L7, we need to
assume that the initial data are Holder continuous with exponent y (or y-Holder

continuous). This is a standard condition which is also needed for the classical EM
method under the global Lipschitz condition (see, e.g., [18, 22]).

Assumption 3.4 There is a pair of constants K3 > 0 and y € (0, 1] such that the
initial data & satisfies

E@) —§@)| = K3lu —v|", —-T=<v<u=O.

@ Springer



Numer Algor

We can now show one of our main results in this paper.
Theorem 3.5 Let Assumptions 2.1, 2.2 and 3.4 hold. Then, for any q € [1, 2),

Jim Elxa(T) =x(1)|" =0 and  lim E|ia(T) —x(T)[* =0.  (3.10)

Proof Let tg and pa g be the same as before. Set

Oa,r =TRApAR and ea(T) = xa(T) — x(T).

Obviously,
Elea(DI* = E(lea(T)*ljgy x=1)) + E(lea () ligy x<ny)- B.1D)
Let § > 0 be arbitrary. Using the Young inequality
ol <qu+ (1 —a)v Vu,v>0, ae,]1), (3.12)
we see that

p2/C2=9)\ 2—-q)/2 B 2 —
) Py =9 p2C0  vapb>o0,

qp — 2q/2(2
ath = (8a%) <5q/<2—q) =S54 s

and hence have

qd 2 —q
E(lea(DI*ljoy p=1)) < TElea(D) + 550 P(Os .k < 7).
By Lemmas 2.3 and 3.1, we have
Elea(T)* < C,

while by Lemmas 3.2 and 3.3,
C
POAr <T)<Pr <T)+P(poar <T) < =

‘We hence have
Cqs C2—q)
Y =0k

]E(IeA(T)IqI{eA,RgT}) <

Substituting this into (3.11) yields
Cqgs  C2-9q)
Elea(D)I? < E(jea(D)|l1gy 4=11) + 5~ + 5257y

Now, let ¢ > 0 be arbitrary. Choose ¢ sufficiently small for Cq§/2 < ¢/3 and then
choose R sufficiently large for

(3.13)

C2-q) _¢
2R284/2—q) — 3°
We then see from (3.13) that for this particularly chosen R,
2¢
Elea(D)I < E(jea(T)[ g, 4=11) + 5 (3.14)
If we can show that for all sufficiently small A,

E(IeA(T)I"I{eA,PT}) < (3.15)

&
3 )
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we have

lim Elea(T)|4 = 0,
A—0

and then by Lemma 2.5, we also have

lim E|x(T) — xa(T)|? = 0.
A—0

In other words, to complete our proof, all we need is to show (3.15). For this purpose,
we define the truncated functions

Fr@,y) = F((x1 AR (Y ARE: ) and
|x] |yl
Grlx,y) = g((lxl A R)i, (ly| AR)l)
x| |y

for x, y € R". Without loss of any generality, we may assume that A* is already
sufficiently small for ;. ~!(h(A*)) > R. Hence, for all A € (0, A*], we have that

falx,y) = Fr(x,y) and ga(x,y)=Gr(x,y)
for those x, y € R" with |x| V |y| < R. Consider the SDDE
dz(t) = Fr(z(?), z(t — 1))dt + Gr(z(1), z2(t — 7))dB(t) (3.16)

ont > 0 with the initial data z(u) = £(u) onu € [—7, 0]. By Assumption 2.1, we see
that both Fr(x, y) and G (x, y) are globally Lipschitz continuous with the Lipschitz
constant K g. So the SDDE (3.16) has a unique global solution z(t) on t > —rt. Itis
straightforward to see that

Plx(t ATg) = 2(t Atg) forall0 <t < T} = 1. (3.17)

On the other hand, for each step size A € (0, A*], we can apply the (classical) EM
method to the SDDE (3.16) and we denote by za (¢) the continuous-time continuous
EM solution. It is again straightforward to see that

Pixa(t A pa.r) =za(t A pag) forall0 <t <T}=1. (3.18)

However, it is well known (see, e.g., [18]) that

E( sup |z(1) _ZA(t)|q) < HAYO3/), (3.19)

0<t<T

where H is a positive constant dependent on Kg, T, &, g but independent of A.
Consequently,

0<t<T
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Using (3.17) and (3.18), we then have

IE( sup |x(t A Oa ) —xA(erA,R)rf) < HAIOS5M), (3.20)

0<t<T

which implies

E(|x(T AOAR) — xa(T A QA’R)VI) < HAO5AY)

Finally,
E(|eA(T)|"1{9A,R>T}) = E(IeA(T /\GA,R)I‘II{OA,pT})
= E(J6(T' A 0a.p) = xa(T A 0a.0)I")
< HA9O), (3.21)
This implies (3.15) as desired. The proof is therefore complete. O

Lets make a useful remark which will be used in next sections before we discuss
an example to illustrate our theory.

Remark 3.6 1t is known (see, e.g., [18]) that (3.19) holds for any ¢ > 2. We hence
see from the proof above that both (3.20) and (3.21) hold for any g > 2 too.

Example 3.7 Consider a two-dimensional SDDE

{ dxi(t)=x1 (1) ([a11+apxz(t —1) —a3xi(®)]dt +arax) (1) +aisx2 (t—1)1d B(1)),
dxy(t) =x2(t)([a21 +azx1 (t — 1) —a3x; (1)dt +[azax) (1) +azsx; (t —7)1d B(1)),

(3.22)
on t > 0 with the initial data {(x;(8),x@)] : —t < 6 < 0} = £ €
C([—7, 0]; (0, 00)?), where B(¢) is a scalar Brownian motion and ajj i =1,2and
1 < j =< 5) are all positive numbers. Let a; = aj; V ap; for j = 1,2,4,5 and
a3 = a13 A apz and assume that

a3 > aj + 1.542. (3.23)

This is an SDDE population model for two species (see, e.g., [2]). Our method can
be applied to a more general SDDE model for multiple species. We only consider
the two species case here in order to avoid the notation becoming too complicated
but our method is illustrated fully. It is known (see, e.g., [2]) that given the ini-
tial data & € C([—, 0]; (0, 00)?), the solution will remain positive for all + > 0
with probability 1. We can therefore regard (3.22) as an SDDE in R? with the
coefficients

x1(ai1 +a — ajax?
Flx.y) = ( 1(an 12y2 — ai3 12)) and
xa2(az1 + any) — asx;)

ajsxy +aisy2 2
X, = forx, y € R-.
8(x.) (az4x2 + a25y1> Y
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It is obvious that these coefficients are locally Lipschitz continuous, namely, they
satisfy Assumption 2.1. We also assume that the initial data satisfy Assumption 3.4.
Moreover, let § = a3 — af — 1.5a§, which is positive by (3.23). We then derive

1
xT e,y + 5|g<x,y>|2

anxi + anxiy: — apxy +ayxi +ajsxiy;

Fax X3 + anxyyi — anx; + ayxs + azsx3 v

arx? + (@3 /48)y? — (a3 — 6 — a} — 0.5a3)(x} + x}) + 0.5a2 (v} + y3)
arx? + (a2/48)y* — 0.5(a3 — 8 — a2 — 0.5a2)|x|* + 0.5a2|y[*

(a1 V (@5/48))(1 + x> + y*) — 0.5a2x* 4 0.5a2y*.

IAIA

IA

That is, Assumption 2.2 is satisfied as well. We can therefore apply the truncated EM
method to obtain the numerical solutions of the SDDE (3.22). For this purpose, we
observe that, forr > 1,

sup  (|f(x, IV g, YI) < 2[(arr + apr® + a3r’) Vv ((ag + as)r?)] < ar?,

lx|VIyl=r
where a3 = aj3 Vaz and a = 2[(a; +az +a3) V (a4 + as)]. We can therefore define
M R+ — R+ by
ur) = ar3, r>0.

1

Its inverse function £~ : Ry — R has the form

1 (T 1/3
plo=(5) . r=o0
Let p € (0,1/4] and A* = (1 Vv (8a))"'/? € (0, 1]. Define h(A) = A" for
A € (0, A*]. We then see that h(A*) > 8a = u(2), lima_.9h(A) = oo and

AV R(A) = AP <1, VA € (0, A¥]

as required by (2.6). With these chosen functions p and 4, we can then apply the
truncated EM method to obtain the numerical solutions x A (¢) and x A (¢) of the SDDE
(3.22). Moreover, Theorem 3.5 shows that these numerical solutions will converge to
the true solution x (¢) in the sense that

lim Elxa(t) —x(@®)|? =0 and lim E|xa(t) —x®)|? =0
A—0 A—0

for any q € [1, 2).

4 Convergence in LY for g > 2

In the previous section, we showed that the truncated EM solutions xa (7") and XA (T)
will converge to the true solution x(7') in L? for any ¢ € [1, 2). This is sufficient for
some applications, for example, when we need to approximate the mean value of the
solution or the European call option value (see, e.g., [10]). However, we sometimes
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need to approximate the variance or higher moment of the solution. In these situa-
tions, we need to have the convergence in LY for ¢ > 2. For this purpose, we impose
a stronger Khasminskii-type condition.

Assumption 4.1 There is a pair of constants p > 2 and K1 > 0 such that

—1
X f e y) + ”T|g<x,y>|2 < K11+ x[2 + [y]%) @.1)

Sforall (x,y) e R" x R".
Once again, the truncated functions fa and ga preserve this condition nicely.

Lemma 4.2 Let Assumption 4.1 hold. Then, for every A € (0, A*], we have

p

T —1 2 2 2
X faley) + = 1gate I = 2K+ [x |7+ 317 (4.2)

forall x,y € R".

This lemma can be proved in the same way as Lemma 2.4 was proved. We also
cite a stronger result than Lemma 2.3 from [17].

Lemma 4.3 Let Assumptions 2.1 and 4.1 hold. Then for any given initial data (2.2),
there is a unique global solution x(t) to (2.1) ont € [—t, 00). Moreover, the solution
has the property that

sup Elx(1)|? < oo. 4.3)

—1<t<T
Let us now establish a stronger result than Lemma 3.1.

Lemma 4.4 Let Assumptions 2.1 and 4.1 hold. Then,

sup  sup E|xA(t)|’3 <C. “4.4)
0<A<A*0<t<T

Proof Fix any A € (0, A*]. By the Itd formula, we derive from (2.16) that, for
0<t<T,

- - t -
Elxra)l? < €O +E /0 Blxa(s) P

p—1

x (A ) fa@a (), Rals = 1) + Lo lgaEalo). Fals = ) )ds

- t -
= [£(0)|” +E fo plxa(s)|?2

p—1
% (T5) fa(Fa (), Fals — o) + 2

lga(@a(s), Tals — ‘L’))|2)ds

1 -
+E/O Plra)IP 2 (xa(s) = Za ()" fa(@a(s), Eals — 1))ds.
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Noting from the Young inequality (3.12) that

-2 - 2
PZ20p 4 ZpP2 Va,b >0,
p p

as well as using Lemma 4.2, we then have

aP2p <

Elxa(®)|” < [EO0)7 +E /0 25K a2+ Ea ()P + [Eals — D)D)
+(p —2E /0[|XA(S)|ﬁds
+2E /Otm(s) — XA@P| faEals), ¥als — 7)) ?ds
<C+ cfol(EuA(s)W +Elxa()I? +Elxa(s — 1)I)ds

T p —
+2E/ Ixa(s) — XA ()72 fa(Zals), Xals — 7)) %ds.
0

But, by Lemma 2.5 with p = p and inequalities (2.8) and (2.6), we have
T — —
E/ xa(s) = Za ()P faEals), Tals — T)IP/%ds
0

T
< (h(A)P? f E(|xa(s) — Xa(s)[P/?)ds
0

IA

T
(h(A))P/? f (Elxa(s) — %a(s)|7)/2ds
0

c; T(h(A)P API* < ¢;T. (4.5)

IA

We therefore have

Elxa(0)|?

IA

t — — —
C+ C/ (Elxa()I? + E[xa()]P + Elxals — 0)|7)ds
0

IA

t -
c+c/( sup E|xA(u)|1’)ds.
0

0<u<s

As this holds for any ¢ € [0, T'] while the sum of the RHS terms is non-decreasing in
t, we then see

- t -
sup Elxa@)|? < C + c/ ( sup IE|xA(u)|”>ds.
O<u<t 0 “0<u<s

The well-known Gronwall inequality yields that

sup Elxa(u)|? < C.

0<u<T

As this holds for any A € (0, A*] while C is independent of A, we see the required
assertion (4.4). ]

The following two lemmas are the analogues of Lemmas 3.2 and 3.3.
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Lemma 4.5 Let Assumptions 2.1 and 4.1 hold. For any real number R > ||&||, define
the stopping time tg = inf{t > 0 : |x(¢)| > R}. Then

C
P T) < —. 4.6
(tr =T) < 77 (4.6)

Lemma 4.6 Ler Assumptions 2.1 and 4.1 hold. For any real number R > ||&| and
A € (0, A*], define the stopping time pa g = inf{t > 0 : |xa(¢)| > R}. Then

C
P(par <T) < i 4.7)

Their proofs are similar to those of Lemmas 3.2 and 3.3, respectively, so are
omitted. We can now state our main result in this section.

Theorem 4.7 Let Assumptions 2.1, 3.4 and 4.1 hold. Then, for any q € [2, p),
AlimOIE|xA(T) —x(T)|? =0 and AlimOIEpEA(T) —x(T)|? =0. 4.8)

Proof We use the same notation as in the proof of Theorem 3.5. Fix any g € [2, p).
Using the Young inequality (3.12), we can show that for any § > 0,

pP—q

Elea(T)l! < B(lea D)5y oor)) + L Blea ) + =L by g <)
= Oar=T1) T 75 poal—a) AR =10
4.9)
By Lemmas 4.3 and 4.4, we have
Elea(T)I” < C, (4.10)
while by Lemmas 4.5 and 4.6,
C
P@ar <T) <Per <T)+Ploar <T) < . @.11)
Using these and (3.21) (please recall Remark 3.6), we obtain
Cqd C(p—
Elea(T) < HAI05) 4 €48 €0 —4) (4.12)

p PR’ 89/(h—a)°

Now, for any ¢ > 0, we first choose § sufficiently small for Cq§/p < ¢/3 and then
choose R sufficiently large for

C(p—q) €

SRV S1 D — 3

and further then choose A sufficiently small for H A90-32Y) < ¢/3 to get that
Elea(T)|? < . (4.13)
In other words, we have shown that

lim Elea(T)|? = 0.
A—0
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This, along with Lemma 2.5, implies another assertion

lim E|x(T) — xa(T)|? = 0.
A—0
The proof is therefore complete. O

Let us now discuss an example to illustrate this theorem before we study the
convergence rates.

Example 4.8 Consider the scalar SDDE
dx(t) = f(x(@),x(t —1))dt + g(x(¢), x(t —1))dB(t), t>0, (4.14)

with the initial data {x(#) : —t < 6 < 0} = & € C([—r,0]; R) which satisfy
Assumption 3.4, where

3 3/2

f, ) =ar+aly*? —ax® and g(x,y) = aslxP’* +asy, x,yeR,

and ay, - -+ , as are all real numbers with a3 > 0. Clearly, the coefficients f and g
are locally Lipschitz continuous, namely, they satisfy Assumption 2.1. Moreover, for
any p > 2, we have

p—1
xf(x,y) + T|g(x,y)|2 < laillx| + laz|x||y[*/>

4
— az|x|

+(p — Dlaallx]® + las||y]?).
But, by the Young inequality (3.12),
xy*? = (x1H P yHP < 1xP + 1y%

We therefore have

—1
xf(x,y) + ”T|g<x,y>|2

lallx] + (laz| + lasl(p — D)Ix > — azlx[* + (laz| + as(p — D)|y[*
Ki(1+ 1y,
where K1 = (|az| + |as|(p — 1)) V K and

IANIA

K = sup [lailu + (jaz| + lasl(p — D’ — azu'] < 0.

u>0
That is, Assumption 4.1 is satisfied for any p > 2. To apply Theorem 4.7, we still
need to design functions p and £ satisfying (2.5) and (2.6). Note that

sup (| f ()| V g(x)]) < au®, Vu > 1,

[x|<u

where @ = (Ja1| + |aa| + a3) Vv (Jas| + |as|). We can hence have p(u) = au’ and
its inverse function u~'(u) = (u/a)'/3 for u > 0. For ¢ € (0, 1/4], we define
h(A) = A7¢ for A > 0. Letting A* € (0, 1] be sufficiently small, we can make
(2.6) hold. By Theorem 4.7, we can then conclude that the truncated EM solutions
will converge to the true solution x (¢) in the sense that

lim Elxa(T) —x(T)[? =0 and lim E|ZA(T) — x(T)|4 =0
A—0 A—0

for every g > 2.
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5 Convergence rates

In the previous sections, we showed the convergence in L9 of the truncated EM
solutions to the true solution. However, the convergence was in the asymptotic form
without the convergence rate. In this section, we will discuss the rate. To avoid the
notation becoming too complicated, we will only discuss the convergence rate in L?
but the technique developed here can certainly be applied to study the rate in LY.
Recall that we use two functions @ (-) and 4 (-) to define the truncated EM method.
The choices of these functions are independent as long as they satisfy (2.5) and (2.6),
respectively. It is interesting to see that they will satisfy a related condition in order
for us to obtain the convergence rate.

‘We need an additional condition. To state it, we need a new notation. Let I/ denote
the family of continuous functions U : R" x R" — R, such that for each b > 0,
there is a positive constant «; for which

U(x,x) < kplx —)_c|2, Vx,x € R" with |x| Vv |X] < b.

Assumption 5.1 Assume that there is a positive constant Hy and a function U € U
such that

1
=0T, y) — FE )+ Sl ) — g, I
< H(x =3P +ly -3 -Ux,©+UQ, 7 (5.1)
forallx,y,x,y € R",

Let us first present a key lemma.

Lemma 5.2 Let Assumptions 2.1, 3.4 and 5.1 hold. Let R > ||&|| be a real number
and let A € (0, A*) be sufficiently small such that p~'(h(A)) > R. Let O r and
ea(t) be the same as defined in Section 3. Then,

Elea(T AOa R)* < C(A% v [AY2(h(A)?D), (5.2)

where, as before, C is the generic constant independent of R and A.

Proof We write 65 g = 6 for simplicity. The Itd formula shows that
tAO
Elea(t AO)F = E / (2RO @), x5 = 1) = faEale), Fals = 7))
0

Hg(x(s), x(s = 7)) — ga(Fals), £als — D) )ds
(5.3)
forO <t < T.Weobserve thatfor0 <s <t A0,
IXa ()| V Ixals = D)V [x($)]V [x(s =) < R.
But we have the condition that ,u_l (h(A)) > R, so

EA @)V IZals = DIV x($)] V [x(s — )| < ' (R(A)).
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Recalling the definition of the truncated functions fa and ga as well as (2.5), we
hence have that

SAaXa(s), Xa(s — 1)) = f(Xa(5),Xa(s — 7)), ga(Xa(s), Xa(s — 1))
= g(xa(s), xa(s — 1))

and
[f(x($), x(s =)V If(xa(s), xals — )| < h(A) (5.4)
for 0 < s <t A 6. It therefore follows from (5.3) that

Elea(r A 0)[?
-5 " RO 636 — ) = FGals).Tals — o]
Hg(x(), x(5 = 1) — gFa (), Rals = D) )ds (5.5)
=E /0 " (26 ~ T2 6T 6), 16 — ) = £ (5) 7als = D)
Hg(x(5), (s = ) — g(FA (), Fals — 1)) ds
+E [ 2 (5) — raGNT L), K = 1) = FRa(5),Fals — T)Ids,

By Assumption 5.1 and (5.4), we then derive that

NG

Elea(t AO)* < 2H11Ef (1) = Fa @ + [x(s = ) = Fals = D) )ds
0

tAO
+IE/ (— Ux(s), £a(8)) + U(x(s — ), Fals — r)))ds
0

NG

+4h(A)]E/ IXa(s) — xa(5)|ds. (5.6)
0

But, by Assumption 3.4 and Lemma 2.5, we derive that
tAO
B[ (1x6) = 5a®P + lxts = ©) = Fals = 0P )ds
0

INO
<28 [ (lea®P + leats = D +15a () = 5 (o)
Ha(s = 7) = Fals = 1)I2)ds

t T
< 4IE/ lea(s A 0)|?ds +4/ E|xa(s) — %a(s)|?ds
0 0

0
+ | 16G) —&(Ls/AlA)Pds

-7

t
< 4[ Elea(s A 0)|?ds + CA(h(A))? + TKIAY. (5.7)
0
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Moreover, by the property of the I/-class function U and Assumption 3.4, we have

tAO
IE/ (—UG), Falo) + Ux(s = 1), fals = 7)) ds
0

IA

0 0
/ U(S(S),S(LS/AJA))dSS/ Kpl€(s) — E(Ls/ A A)Pds

-7 -7

IA

tp K3AY, (5.8)
where b = ||&||. Furthermore , by Lemma 2.5,
tAO T
]E/ I£a(s) — xa(s)]ds < / ElZa(s) — xa(s)lds < CAY2h(A).  (5.9)
0 0
Substituting (5.7)—(5.9) into (5.6), we get
t
Elea(t A0)> < 8H1/ Elea(s A 0))2ds + C(A% v [AYV2(h(A))?)).
0
By the Gronwall inequality, we obtain the required assertion (5.2). O

Let us now state our first result on the convergence rate, where we reveal a strong
relation between functions p(-) and A(-), which are used to define the truncated EM
method.

Theorem 5.3 Let Assumptions 2.1, 5.1, 4.1 and 3.4 hold. Assume that

h(A) = u((A% v [AV2(h(A))?) 1 P=2) (5.10)
for all sufficiently small A € (0, A*). Then, for every such small A,
Elx(T) — xa(T)|* < C(AY v [A2(h(A))*]) (5.11)
and
Elx(T) — ¥a(T)* < C(A% v [AY2(h(A))?)). (5.12)

Proof We use the same notation as in the proof of Theorem 4.7. It follows from
(4.9)-(4.11) with g = 2 that the inequality

208 C(p—2)

2 2 = Y e
Elea (M) = E(lea(T A 0a.0)7) + FRRrer =R

holds for any A € (0, A*), R > ||&|| and § > 0. In particular, choosing
§ =AY V[A2((A)®] and R = (A% VA2 (h(A) VP,
we get
2 2 2y 172 2
Elea(T)|” < Elea(T A Oa g+ C(AT VIAYZ(R(A))]). (5.14)
But, by condition (5.10), we have
w (D) = (A% v AV (r(A)) VPP = R,
We can hence apply Lemma 5.2 to obtain

Elea(T AOa g)* < C(A% v [AY2(h(A)?D). (5.15)
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Substituting this into (5.14) yields the first assertion (5.11) . The second assertion
(5.12) follows from (5.11) and Lemma 2.5. ]

Let us discuss an example to illustrate Theorem 5.3 and to motivate our further
results on the convergence rates.

Example 5.4 Consider the same SDE in Example 4.8. We need to verify Assumption

5.1.For x, y, x, y € R, it is easy to show that

=D (f @ N=FE D) < @la=FP+yP =717 - 0.5a31x =2 (& +32).
(5.16)

But, by the mean value theorem,

_ 16 _ _ _ _
(Iy*? = 151*%)* < 5= AP + 151 < 4y — 3Py +1517°).

Let ag := supu20(8u2/3 —0.5a3u?). Then 0 < ag < 0o and

UyI*3 = 1513% < agly — 31* + 0.25a3ly — 512 (3* + 3.

Substituting this into (5.16) yields
(x =X)(f(x,y) = f(x,))
< (ag vV a)(lx — > + |y = %)
—0.5a3]x — 3|2 (x% + £2) 4+ 0.25a3|y — y1*(y* + 7). (5.17)
Similarly, we can show that
0.5g(x, y) —gE, N> < (a7 va3)(lx — X + |y — 1) +0.25a3|x — & (x* + %),
(5.18)
where a7 = supuzo(Qaiu — 0.5a3u?) € (0, 00). It then follows from (5.17) and
(5.18) that
(x =) (f(x,y) — f(F 7)) +0.5]g(x, y) — g(&, I
< Hi(lx =P + 1y =37 - U, D + U, 9, (5.19)
where Hy = (ag V a3) + (a7 v a2) and U (x, X) = 0.25a3|x — %|*(x* + &2). It is
obvious that U € U. In other words, we have shown that Assumption 5.1 is satisfied

too. To apply Theorem 5.3, we use the same functions w(-) and k() as defined in
Example 4.8. We observe that inequality (5.10) becomes

A~ > GA3MCHIANA/2=28)]/(p=2) (5.20)
But, for any ¢ € (0, 1/4], we can choose p sufficiently large such that ¢ > 3[(2y) A
(1/2 — 2¢)]/(p — 2) and hence (5.20) holds for all sufficiently small A. We can

therefore conclude by Theorem 5.3 that the truncated EM solutions of the SDE (4.14)
satisfy

Elx(T)—xa(T)[* = 0(APVN/272) and E|x(T)—%a(T)* = O (AN1/2728)y
(5.21)

It is known that for every o € (0, 0.5), the Brownian motion is «-Hdolder continu-
ous (see, e.g., [10]). If we regard the initial data &£ (u), u € [—7, 0] as an observation of
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the state during the time interval [—t, 0], it is reasonable to assume that y € (0, 0.5).
If y is close to 0.5, then (5.21) shows the order of convergence is close to 0.25. Can
we improve the order? The answer is yes though we need stronger conditions.

Assumption 5.5 Assume that there are positive constants a and Hy and a function
U € U such that

_ o 1+ o
x=OT(fx,y) = FE )+ Talg(x, y) — g& M
< Hy(lx =3P+ 1y =3P - U, 5+ Uy, ) (5.22)
forallx,y,x,y € R",

Assumption 5.6 Assume that there is a pair of positive constants r and Hz such that

1fx,y) — FGE DIV g, y) — g, 7))
< Hy(|x =X + |y = 5HA + IxI" + X"+ IyI" + 151" (5.23)

forallx,y,x,y € R"

Lemma 5.7 Let Assumptions 2.1, 3.4, 4.1, 4.1 and 3.4 hold and p > r. Let R > ||&||
be a real number and let A € (0, A*) be sufficiently small such that u_l (h(A)) > R.
Let Oa g and ep(t) be the same as defined in Section 3. Then

Elea(T Aba.r)|* < C(A% V[AR(A))D). (5.24)

Proof We use the same notation as in the proof of Lemma 5.2. It follows from (5.5)
that

17,
Elea(t AO)|* < E/O (2e£(S)[f(X(S), x(s — 1)) — f(xals), xa(s — 1))]

+(1+ @)[g(x(s), x(s — 7)) — g(xa(s), xals — )|
+2e} () f (xa(s), xals — 1)) — f(Xals), Xals — 1))]

+(1 4+ a7 D)[g(xa ), xa(s = ) — g(@als), £als = ) )ds.
(5.25)

By Assumptions 3.4, 4.1 and 3.4, we can then show
t
Elea(t A0)|*> < 4H, + 1)/ Elea(s A0)2ds +2tip K3AY +J,  (5.26)
0
where (5.8) has been used and

tAO
J = E/O H3 2+ a N (jxa(s) — Fa)> + [xals — 1) — Xals — D)%)

x(1+ [xa@®]" + X)) + [xals = D" +1xals — )|")ds.
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But, by the Holder inequality, Lemmas 2.5 and 4.3 and Assumption 3.4, we can
derive that

! 25/( 25105\ PP
J < C/ (Ele(s)— AP/ P) L Elxa(s — 1) — Xals — )| p/(p—r))
0

_ _ . \I/p
x(l + Elxa®)|? + Elxa@)|? + Elxa(s — )P + E|xa(s — I)|‘") ds
< C(AY v [AR(A))?D).
Substituting this into (5.26) gives

t
Elea(t A0))? < (4H, + 1)f Elea(s A 0)?ds + C(AY v [A(h(A))?]),
0
which implies the required assertion (5.24). O

The following theorem gives a better convergence rate than Theorem 5.3.

Theorem 5.8 Let Assumptions 2.1, 3.4, 4.1, 4.1 and 3.4 hold and p > r. Assume that

h(A) = n((A% v [A(h(A)*]) P2 (5.27)
for all sufficiently small A € (0, A*). Then, for every such small A,
Elx(T) — xa(T)* < C(A* v [A(h(A))*]) (5.28)
and
Elx(T) — 2a(D)* < C(AY v [A((A))?)). (5.29)

Proof We use the same notation as in the proof of Theorem 5.3. Choosing
§ =AY VIAMKA)] and R = (A% v [AGR(L)*)VP72,

we get from (5.13) that

Elea(T)I* < Elea(T A05,0)1° + CAY VIAMKQL)D.  (530)
But, by condition (5.27), we have

pTH (D) = (AY v [AGRA) )TV = R,
We can hence apply Lemma 5.2 to obtain
Elea(T A 0a,R)> < C(AY v [AGR(A)))). (5.31)

Substituting this into (5.30) yields the first assertion (5.28) . The second assertion
(5.29) follows from (5.28) and Lemma 2.5. O]
Example 5.9 Let us return to Example 4.8 once again. Instead of (5.18), we can have

the following alternative estimate

lg(x, y) — g(&, MI* < 2@as v ad)(x — 31> + |y — ¥*) + 0.25a3)x — 3> (x? 4+ 32),
(5.32)
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where ag = supuzo(9a§u — 0.25a3u?) € (0, 00). It then follows from (5.17) and
(5.32) that

(x =D (fx,y) = fGE )+ gk, y) — g& M
< H(lx =3P+ 1y =3P - U, 5+ U@, ), (5.33)

where Hy = (a6 V a3) + 2(ag V a?) and U(x, ¥) = 0.25a3|x — ¥[>(x? + ¥%). In
other words, we have shown that Assumption 4.1 is satisfied with @ = 1. It is also
straightforward to show that

Lf (e, V)= FE )P < 8a3ly—3 P A+Iy* 171D +16a3 Ix =3 2 (|x[*+13[*). (5.34)

We hence see from (5.32) and (5.34) that Assumption 3.4 is also satisfied with r = 4.
In other words, we have shown that Assumptions 2.1, 4.1, 3.4, 4.1, and 3.4 hold for
every p > r = 4. Let () and A (-) be the same as before. We can then conclude by
Theorem 5.8 that the truncated EM solutions of the SDE (4.14) satisfy

Elx(T) —xa(T)]> = 0(APN1729) and E|x(T) — 2a(T)> = 0(ACPVNI729),

(5.35)
In particular, if y is close to 0.5 (or bigger than half), this shows that the order of
convergence is close to 0.5.

6 Conclusion

In this paper, we have used the new explicit method, called the truncated EM method,
to study the strong convergence of the numerical solutions for nonlinear SDDEs. For
a given stepsize A, we define the discrete-time truncated EM numerical solution and
then form two versions of the continuous-time truncated EM solutions, namely the
continuous-time step-process truncated EM solution xa (#) and the continuous-time
continuous-process truncated EM solution x (). Under the local Lipschitz condi-
tion plus the generalized Khasminskii-type condition, we have successfully shown
the strong convergence of both continuous-time truncated EM solutions to the true
solution in the sense that

lim Elxa(T) —x(T)| =0 and lim E|Za(T) — x(T)|9 =0
A—0 A—0

forany T > O and g € [1, 2). Under a slightly stronger Khasminskii-type condition,
we have showed the above convergence for some ¢ > 2. We have also discussed
the convergence rates in L2 under some additional conditions. We have used several
examples to illustrate our theory throughout the paper.
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