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pricing, and hedging. In this paper, we study a class of BSDEs with time-delay
generators driven by Caputo fractional derivatives. In contrast to conventional BSDEs,
in this class of equations, the generator is also affected by the past values of solutions.
Under the Lipschitz condition and some new assumptions, we present a theorem on
the existence and uniqueness of solutions.
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1 Introduction

The fractional derivative introduces a memory effect, enabling the system to exert a long-
term influence on past inputs. Simultaneously, the delay is manifested as the system re-
sponse persists over time, eventually fully reflecting changes in the input after a certain pe-
riod has elapsed. Both these concepts effectively capture and describe the enduring mem-
ory correlation of a system. Because of their advantages in describing the time behavior
of a system or process, backward stochastic differential equations (BSDEs) with fractional
derivative or delay are widely used in many fields such as optimal control, finance, biology,
and physics.

The theory of BSDEs bridges the gap between randomness and determinism and was
first proposed by Bismut [2] in 1973 to explain a stochastic version of the process associ-
ated with Pontryagin’s maximum principle, but subsequent work has been carried out in
a linear context. In 1978, Bismut [3] introduced a class of nonlinear BSDEs (Riccati equa-
tions) and proved the existence and uniqueness of their solutions. In 1990, Peng and Par-
doux [19] solved the existence and uniqueness problem of the equations under Lipschitz
conditions and proposed a general form of BSDEs. In subsequent work, they established
a theoretical system of BSDEs, focusing on solving the structure and diffusion part of the
generator in the equation. This led to a series of results and studies (Bahlali et al. [1], Zhang
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et al. [24]), making this theory more perfect. Further, this theory itself has been developed
into many different branches (Ma et al. [17], Zhao et al. [26], Pardoux and Rascanu [20]).

The fractional Brownian motion B = {B,¢ > 0} (fBm) with Hurst parameter H (0 <
H < 1), proposed by Kolmogorov [15], is a central Gaussian process. Due to its favorable
autocorrelation and long-memory properties, it can serve as a valuable supplement to the
study of BSDEs. Therefore Hu and Peng [13] introduced fractional-order Brownian mo-
tion and studied general linear and nonlinear BSDEs driven by a fractional-order Brownian
motion. Under some mild assumptions, they established the existence and uniqueness of
understanding. In the case of nonlinear, BSDE is solved by obtaining an inequality lead-
ing to the fixed point theorem, and the existence and uniqueness of the solution is proved
when the Hurst parameter H € (%,1). Maticiuc and Nie [18] then obtained some gen-
eral results for fractional-order BSDEs through a rigorous approach, extending the discus-
sion to fractional BSVIs. Borkowska [14] studied generalized BSDEs driven by a fractional
Brownian motion. Douissi et al. [9] proposed a new mean-field anticipation BSDE driven
by a fractional Brownian motion. Wen and Shi [23] studied the existence and uniqueness
of expected backward stochastic differential equations driven by a fractional Brownian
motion under the Lipschitz condition and a sufficiently small time horizon 7. Li et al.
[16] derived a European option pricing formula based on the FSDE model with fractional
derivative d*f = I'(1 + o) [df — f'(«) dx]. Inspired by Li’s method, Chen et al. [4] combined
fractional derivatives and fractional differential equations and obtained a BSDE with Ca-

puto fractional derivative of the form

Tra-(e—1) (T —s)*2
Yt:YT+/t ( ) F(s)—f(s))ds

T

T

—f 25T B w2 e(12)
: Fl+a)

where I" is the gamma function, f is the generator related to the present time, and B is a
standard Brownian motion. Chen et al. [4] constructed a new norm to obtain the existence
and uniqueness of the equation.

The mathematical delay method plays an important role in many fields such as stochastic
optimal control, financial risk, insurance management, pricing, and hedging. Delong and
Imkeller [7, 8] studied the following class of BSDEs with time-delay generators:

T T
Y(t)=5+/ fs, YS,ZS)ds—/ Z(s)dW(s), tel0,T],

where (Y5, Z;) = (Y(s+u), Z(s+u)), =T < u <0, and the generated elements can be time de-
pendent on the past values of solutions and weighted by a time-delay function. Examples
of BSDEs with time-delay generators, exhibiting either multiple solutions or no solution,
are provided, and some properties of the solutions of these BSDEs with time-delay genera-
tors are discussed. Subsequently, Wen [22] extended such fractional-order equations. The
existence and uniqueness of various BSDE models and their solutions have been proved
due to their excellent mathematical properties, broad application prospects, and deep con-
nection with partial differential equations (Zhang et al. [25], Zhuang [27], Delng et al. [6],
Peng and Yang [21]).
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As an extension of BSDEs, Caputo fractional backward stochastic differential equations
with delay driven by a fractional Brownian motion play an important role in stochastic
optimal control, financial risk, insurance management, pricing, and hedging. In particular,
for pricing problems in finance, by introducing the Caputo fractional derivative and lag or
delay term, the market reaction lag effect can be considered in the stock price model, and
the change of stock price can be described and predicted more accurately. However, to the
best of our knowledge, there have been no studies on such BSDEs. Therefore in this paper,
we mainly study the existence and uniqueness of such BSDEs. Specifically, we investigate
the following fractional-order BSDEs with a tiem-delay generator:

T _ _ a2
Yt = YT + ft (%F(s: Ns» Ys; Zs; Ys—ﬁl(s): Zs—(Sz(s))

1+a)
—f (8,05, Yo, Z, Ys_s55(5)» Zs—s4(5))) dS
T _Z H
-/; rirm 4B, 0=<t=T,
Y=o Zi=vYy, —-6=<t<0.

(1.1)

This paper is organized as follows: In Sect. 2, we introduce some conditions, theorems,
and hypotheses to facilitate the subsequent proof. In Sect. 3, we prove the existence and
uniqueness of solutions to the equations. The comparison theorem of the equations is
obtained in Sect. 4. In Sect. 5, we conclude our investigation.

2 Preliminaries

We first review some relevant definitions, lemma, and propositions and make some nec-
essary assumptions. For more specific content, we refer to Decreusefond and Ustunel [5],
Duncan et al. [10], and Hu [11].

2.1 Fractional Brownian motion
A fractional Brownian motion with Hurst parameter H € (0,1) is a zero-mean Gaussian
process B = {Bf ,t > 0} with covariance

1
E(BIBI) = E(tZH +s* 4 ]t - s)*).

When H = %, this process becomes a standard Brownian motion. When H € (0, %), time
series show a negative long-term dependence, that is, there is little correlation between
past and future values, and future changes are difficult to predict. Throughout the paper,
we only consider H € (%, 1), and the time series shows a positive long-term dependence.

Let (2, F,P) be a complete probability space with filtration F is generated by an fBm
B, For two continuous functions & and 5 on [0, T'], we define the Hilbert scalar product
and norm

t t
(€)= /0 /0 o=, dudv and  E]: = VE &

where ¢(x) = 2H(2H — 1)|x|*"~2 for x € R. Under this Hilbert scalar product, we use ®,
to represent the completion of a continuous function. Let Py be the set of all fractional
Brownian motion polynomials over [0, T]. The elements therein are represented as

T T
F(w) =f( [ awast.... [ snmdBf’),
0 0
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where §; (i = 1,2,...,n) are continuous functions on [0, T], and f is a polynomial of # vari-
ables.
The Malliavin derivative D of a polynomial functional F is defined by

T
DF = Z </ £(t)dBl, /0 sn(t)d3f>g,(s), 0<s<T.

The completion of Pr represented by sz has the norm
2
IE 13,1, = ENFII 7 + E| DEF|.
We also have the derivative

T
]D)fF:/O ¢(t —u)DIF dv.

Proposition 2.1 (Hu [11], Proposition 6.25) Denote by L}}Z the space of all continuous
processes F : (Q,F,P) — Oy satisfying E[|F% + fOT fOT |ID)HFt|2dsdt] <oo. IfF, e L},
then the Ito-type stochastic integral fo (t)dBH exists in L*(Q,F,P), and

T
E(/ F(t)dBfI)zo,
0
T 2 T T
E(/ F(t)dBff) =E(||F||f_)t)+E/ / DYF,DYF, dsdt.
0 0 0

Proposition 2.2 (Hu [11], Theorem 10.3) For i = 1,2, let g;(s) € ]D)Ilf, and [ et f; and g; be
two real-valued processes satisfying E fOT ([f,-(s)|2 + | g,-(s)|2) ds < 0. We assume that D f(s)
and D gi(s) are continuously differentiable for almost all (s, t) € [0, T)? and € Q. Suppose
that E[ fo fo IDHgi(s )| dsdt] < co. Denote

Gi(t) = / f(S)dS+‘/(;Tgi(S)dB§{, 0<t<T.
Then
Gi(06G:(0 - [ G ds s | G909 dB + / G5 ds
+ /0 Ga(s)gi(s) dB + /0 DY G, (s)ga(s) ds + /0 DY Gy (s)g1 (s) ds.

Proposition 2.3 (Hu and Peng [13] and Maticiuc and Nie [18]) Let (Y;,Z;) € 17[,51] X
V[I'_I 5.T] be the solution to the fractional BSDE (2.1), we have the relation

a(t)
Dy, =—"227, o0<t<T.
t tt O'(t) t =t =

Therefore there exists a constant M > 0 such that

tZH—l (ATt
M Zt S D?Yt = _Zt S Mt2H_IZt, 0 S t S T
O¢
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2.2 Caputo fractional derivative

In the studies of real financial markets, it appeared that the stochastic differential equation
of fractional Brownian motion can only describe the noise memory but cannot be used
to study the trend memory effect of the stock price. Subsequently, fractional derivatives
were introduced to describe the trend memory process, which is another effective tool to
describe the memory effect, for example, the Caputo fractional derivative [16] with Hurst
index H € (4,1):

df =T(1+)[df —f'(x)dx], o =2H.

Some of results for this Caputo fractional derivative are given in [16, Lemma 5]:

1 t X dx"’ = t —-X -1 X dx, 0 o 1,
2 t x)(dx)* =a(a -1 t —-X ’2dex, l<a 2, F = t x)dx.

Combined with a linear stochastic differential equation, stochastic differential equation

with Caputo fractional derivative is derived:

f(t: Yt’Zt)
I'(l+a)

Zy
1+ a)

dy; = (dt)‘)‘+F dB; +f(t, Yy, Z;)dt, 1<a<2,05<H<1.
Integrating this equation in the interval [£,T] and then by combining the derivation
method of Caputo SDE and BSDE [4], we can get a Caputo fractional BSDE driven by

a fractional Brownian motion with time delay:

T _ a2
Yi=Yr+ ft (%F(& Nss Y, Zs: Ys—51(5)7 ZS—(Sz(S))

1+a)
—f(S; Ns: Y, Zs, Ys—Sg(s)’Zs—&;(s))) ds

T Zs H
- T dB!, 0=<t=<T,

Y=o Zi=1vy, —6<t<O0.

(2.1)

2.3 Assumptions and conditions
To prove our results, we make the following statement. First, we have

t t
nt=n0+[ bsds+f osstH, 0<t=<T, (2.2)
0 0

where 1 is a constant, b, and o, are two bounded deterministic continuously differentiable

functions from [0, T] to R, and o; > 0. Then we have
t t t t
||<7||f = / / ¢(u—v)o,o,dudv=HQ2H — 1)/ / lu —v|* 20,0, dudv.
o Jo 0 Jo

Denote %(Ha |?) = 26,0, and 6, = fot ¢(u — v)o, dv. In addition, consider the following sets:

L*(F;R) = {(p : Q — Rlgis Fy- measurable,E[|g0|2] < oo};
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Li—(O, T;R) := {go : [0, T] x Q@ — R|g is a progressively measurable process,

T
E|:/ |g0(t)|2i| dt] < oo};
0
Cr ([0, T x R)
= {(o(t, x):[0,T] x R — R|g is k times differentiable with respect to ¢ € [0, T']

and / times continuously differentiable with respect to x € R};

Ck,l

b ([0, T] x R) := { (&, %)lg € Cpy

pol ([0’ T] X R)’

and all derivatives of ¢ are of polynomial growth};

9
Vo) = {<p(t,x)|¢ €, (10, T] x R) with a—‘i €Con ([0, T] x R) }

H
[t1,t2

& t 2 % 2 t2H-1 2 %
||¢||ﬂ=(E/ o) dt) , ||u||ﬁ:(E/ PP (2| dt) ,
t t1

where B8 > 0 is a constant; apparently, they are Banach spaces. In addition, we need to

Denote the completions of Vi, 1,1 by Vi, 1, and V) | with the corresponding -norms

make the following assumptions.

Assumption 2.1 §;, i = 1,2,3,4, are R*-valued continuous functions on [0, T| such that
0 <s-—38;(s) <s, where § is a constant.

(A1) There exists L > 0 such that for all ¢ € [0, T] and for all nonnegative integrable g,

T T
/ g(s—8i(s)) dst/ g(s)ds, i=1,2,3,4.
t t:

-8

(A2) The generator (F,f): (F,f)(t,x,%,2,y,Z):[0,T] x R® - Risa Cg;}l—continuous
function, there exist C;, C; > 0 such that (F,f) satisfies the following conditions: for

allt€[0,T] and i = 1,2,3,4, we have

|F(t1 X% Y52, Yt—8;(-)» Zt—Si(-)) - F(ty x;y,; Z/,y/t_(;i(,)»z/t—ai(»)) iz
= Cl(b’_ﬂz + t2H71|Z _Z/|2 + |yt—8(-) _y;—5(~)|2
+(t—8)Ht ’Zt_(s(g - Z;_S(') ‘2)

Lf(t} X%Y,2, Ye-5;(-) thﬁi(»)) _f(t; xry/; Z/) )’/H;i(.)’ Z/tftsi(-)) |2
<Cally =y [+ 2 e =2+ Iyecsty =7 o

+(t— 5)2H_1 |Zt,5(.) - Z/t,g(.) |2)

3 Existence and uniqueness

We first investigate properties of the solutions. If, under hypothetical conditions, there
exists a pair of processes (Y3, Z;) satisfying equation (2.1), then we can derive that there
exists a solution to equation (2.1).

Page 6 of 15
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Theorem 3.1 Let (F,f) satisfy (A1) and (A2). Suppose ¢, € 17[_,”] and Y, € 17[_5,T]. Then
BSDEs (2.1) admit a unique solution (Y;,Z;) € 17[,,51] X ﬁ{faﬂ.

Proof For given pair (y,z) € ]7[_”] X 17[11' 5,7)» We consider the following BSDEs:

T
Y,; YT + ft %F(& Ns» Kme YS 81(s Zs—éz(s))

_f(S7 Ns» Ysr Zsr Ys—53 S 84.(s) )dS

T _z H .
t T(l+a) dB 0<t=T;

= (p(t): Zy = I/f(t)» Yr :g(XT): -6 <t<O.

(3.1)

We define a mapping A: 17[,51] X )7[1131] — ]7[,51] X 17[11”1 such that A[(y,z)] = (Y, Z).
If we can prove that A is a compressed map, then we get the desired result. So, let us
complete the proof.

For two arbitrary elements (y.,z.) and (¥.,Z".) in ]7[,51] X 17[11 5,7 we have Af(y,z)] =
(Y., Z.)and A[(y.,Z.)] = (Y., Z"). Define
y-y, Z

Y-y, Z2%2z-7

1>

oW
>

Then applying Itd s formula to e??|Y;|2, by Proposition 2.2 we obtain

d(eP'1V,1%) = B!V, 2 dt + 261V, 1d|Y,| + €'d| Y,
oo —1)(T —£)*2
(1+a)

2PV 12y . 2P DH |V, 112,
(1+a) t I'(l+a)

= Bel| Vi dt — 2¢P) Vs |E,|dt + 2¢7 Y, |f;]

dt.

Integrating over interval [¢, T'] and converting by deformation, we easily have
. T s 2 T o
MY + ﬂ/ |V ds + ——— / | Y,|Z;| dB’
t rd+a)/;

2 T e o 15
+ = ‘DY) Zs| d
i ) T

ala —1)(T -s5)*2

T
_ BT v 12 Bs
=e" Y|+ 2 e

Y7l / 'l +a)

t

T
|Ys||Fs|ds—2/ o1 2,117 ds.
t

Here, because of the difficulty of integrating the term of the Malliavin derivative D!’ Y4,
we need to transform it. According to the above equation and Proposition 2.3, we have

T T
~ ~ 2 A A
eﬁt|Yt|2+ﬂf eﬁ5|n|2ds+—/ ™Y, Z,| dBY!
¢ F(1+ot) t

T
+ 7/ P17 % ds
MI(1+a) J;

T _ _ a2
§€5T|?T|2+2/ o afa —1)(T —s)
t

I'l+a)

T
|Ys||Fs|ds—2/ o419, 117 ds.
t

Page 7 of 15
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Taking the expectation on both sides and applying the inequality 24B < A? + B2, we have

T T

~ ~ ~ 2 A A

E eﬂt|m2—eﬂT|YT|2+ﬁ/ eﬂS|m2ds+—/ ™Y1\ Z,| dBY
t F(1+05) t

T
+M7F . / eﬂSSZH_llZslzds]
1+a)l;
T -2 T
ST =) o o
515[2/ s 20 = DT =) |Ys||Fs|ds—2/ ef“lellfslds}
t F'l+a) t
T 2
ala —1)(T —s)® A
=E|:2/ ps W |Ys|{F(S: Ns) Vs» Zs» V551 (s)» Zs-55(s))
t

_F(sr ns,ys» s’ys 81(s)? Zs— Sz(s )|dS

T
_2/ eﬂS|Y|V(s; Ns» Vss Zss Ys—583(s)» Zs—84(s) ) f(S, T)s,ys, s;ys —83(s) Zg_ 34 )|d$]
t

T 4 (T
§E|:é/ eﬂs|Ys|2ds+—/ P
4 t :3 t

T
2 B -
~F(sm0507 sy Z )|+ 7 f 1Y > ds
t

2

aloe —1)(T - s)*2
T~ N |F(S’ Ns> Vs Zss Ys—81(s)» ZS—SQ(S))

r'+a)

4 T
+ E eﬂs Lf(sr Ns» VssZss Ys—83(s)» Zs—84(s))
t

2

’F(Sx Ns>Vss Zss Ys—81(s)» Zs—éz(s))

—f(& ns,ys, S¢y5 83(s)? Zs— 54 )| dSi|
afo—1)(T —s5)*2
rl+a)

T T
~ 4
:E[é/ eﬂs|}’s|2ds+—f P
2 t ﬂ t
4

T
2
- F(S, 775;_)’;; Z;,y;_,;l(s), Z/s—BZ(s)) | + B / eﬁs lf(s: Ns> Yss Zss Ys—83(s)» Zs—64(s))
t

2
= (5119 Yoo Zos Vi sy 5-5405)) | dS} (3.2)

Since ftT ol lf(gaj) ds = a(rTuia — (T - 1), it is a continuous bounded function on
[¢, T]. By assumptions (A1) and (A2) and Jensen’s inequality there exists a constant k > 0
such that

T T
N N ~ 2 A A
Eeﬁt|Yt|2—eﬁT|YT|2+é/ e‘-‘“|n|2ds+—f o|9,112.] dB"
2/, ra+a)/,
T A
+7/ P51 Z 2 ds
MU(1+a)

4k
SE[F/ ﬁs’F(S: Nss YVss Zss Ys—81(s)» Zs—8y( s)) F(S: nsrys’ s’ys —81(s)? Zs— 52 )| ds
t

4
+ B ﬂslf(sx Nss YVss Zss Ys—83(s)» Zs—84(s) ) f(sx nsrys’ srys —83(s) Zs_ 34 )| dS:|

4k 4 r . . . 1A
SE[(FCI + EQ) / (197 + 82 + [9sms | + (s = 8)77 [2551%) dS}
t

-8
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< |:< /3/ Ci+ ECz) (L+ 1)/ |ys| +52H—1|25|2) ds]. (3.3)

Let ¢ = 0 and multiply both sides by MI( 1*"‘)

T
E[f eﬂS(ﬂTM|K|2+s2H—1|Z|2> ds]
0
T
EU J(W&Puw‘l@slz)m]
0
4k 2H-1|22
ﬂCl+EC2 (L+1)M/ (1917 + 7 2%]) ds |.

Denoting B = (4kC;y + 4Cy)(L + 1)M + Ai}, we have

r Bs(1312 , 2H-1,% 2
E e (IYSI +5 | Zs| )ds
0

T
E[ / e (131" +s2”—1|2s|2)ds}

; since I'(1 + &) € (1,2), we get

IA

| /\

that is,

A 1
1Y, Zllp < —= 115 2llg-
B /2 Y:zlip
Therefore the map A is a strictly compressed mapping, which means that equation (3.1)
has a unique solution.

Remark Note that in this paper, we assume that H € (%, 1). However, in this paper the
generators in fractional-order backward stochastic differential equations only consider
present and past time and do not include future time. Next, we make a supplement to the
scope of this study and expand the scope of the generator. Consider the following generator
for equations that include not only present and past time, but also future time:

T
Yt gt + ft %F(sr s-81(s)» Zs 82(s) Ys’Zs’ Ys+83 (s)» s+54 s))
_f(s; s—35(s)» Zs—56(s)¢ Y, Zsy Ys+67(s)7 s+85(s)) ds
T _z H .
[ i dBl, 0<t<T;

Y@)=£@), Z(O=¢(), T=<t=T+s.

(3.4)

Here we make the necessary assumptions:
(A3) 8;,i=1,2,...,8, are R*-valued continuous functions on [0, T] such that §;(:) <,
where § is a normal constant. There exist L', L” > 0 such that for all ¢ € [0, T] and

all nonnegative and integrable g,

T T
/g(s— -())ds<L/ gls)ds, i=1,2,...,8,

-5

T T48
/ g(s+8i(s))ds§L”/ g(s)ds, i=1,2,...,8.
t t
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Assume that the generator (F,f)(w,t,a,b,x,y,¢,d) :
Q x [0,T] x L*(Fy,R) x L2(F,, R) x R? x L*>(F,,R) x L*(F,,R) = L*(F},R),s,
se€[-8,T],r',re[0,T + 8], satisfies the following conditions:

(A4) There exists a constant D > 0 such that for all ¢ € [0, T,

|(F,f)(t,a,b,x,y,c,d)—(F,f)(t,a’,b’,x,y,c/,d’)’
<D(la-d'|+ £H-3 |b-b'|+|y-y|+ £H-3 |z-72|

+Ef‘{fc—c/| +tH’%|d—d/|}),
(A5) E[/f |F(t,0,0,0,0,0,0)|%ds] < oo, E[ftT |f(¢,0,0,0,0,0,0)|? ds] < oo.

With the help of the above method, we have the existence and uniqueness of the solution

to equation (3.4).

4 Comparison theorem
In this section, we further study the properties of the solutions to the following Caputo-

driven fractional backward stochastic differential equations:

o(a— _£)%2
_dYt = (( ¢ 1}2;{0‘;) )F(t; Ne» Yt; Zt) }/t—al(t)) _f(t! Ne» Ytth, Yt—(Sg(t))) dt
Z H .
- T 9B, 0=<t=<T;

Y: = (), Yr=gXr), -§<t<O.

By Theorem 3.1 this equation has a unique solution in ]7[,5,7‘] X 17{_1 5,7+ Next, we give
a comparison theorem of the equations studied in this paper based on Hu [12, Theo-
rem 12.3].

Theorem 4.1 For i =1,2, let g;(X1) and ¢;(t) be continuously differentiable functions of
polynomial growth together with their derivatives. Assume that F;(t,x,9,2,9s),
F;(t,x,9,2,9s), [i(t, %, 9,2,¥5), and 3f;(t,x,y,2,y5) are uniformly Lipschitz continuous with
respect to y and z and satisfy (A1) and (A2) in the interval [0, T| x R*. Moreover, assume
that F, is increasing with respect to ys and f is decreasing about ys. If p1(t) < @a(t) for all
t €[-8,0] and

ale —1)(T - t)*2
((W Fi(t, N> Yi, Zs, Yt—Bl(t)) —fl(t, N Y, Zy, Yt783(t))

ala - 1)(T -)*?
<|(| ————— Bt Y Z,, Y, —foltn, Y, 2, Y )
_<( I+ 2t Y1, Zy tél(t)) fz( Nes Ley Ly t53(t))

YVe-81(t)» Vt-83(2) € L.27~' [_8) t];

then Y:1(t) < Y5 ().

Page 10 of 15
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Proof First, consider the following BSDE with terminal condition:

~dY(t) = (“ BN E (8,1, Y (0), Z0(8), Y (£ - 8:.(0))

—fi(t, ne, Y1(2), Z1(8), Y1 (¢t - 83(1)))

Z(t) H
- r(}m) dB;, 0<t<T,

i) =i(t), -6<t=<0O.

From Theorem 3.1 we know that this equation has a unique solution (Y7, 2;) € V|_s 11 X

V{g,ﬂ. Next, consider another equation

~dYs(t) = (“ BN Ey (8,1, Ya(0), Za(0), Y (£ - 8:.(0))

—faolt, ne, Y3(8), Z3(8), Y1 (t - 83(1)))

Z3(t) H
- Tor 9B, 0=t=T,

Y3(t) =a(t), -6<t=<O.

Obviously, the only solution to this equation is (Y3, Z3). Meanwhile, we have the following

assumptions: ¢ (£) < ¢(¢), and

ala = 1)(T -t)*?
((W Fl (t) Nt» Yt; Zt) Yt—él(t)) __fl (t’ Ne» Yt: Zty Yt—83(t))

ale —1)(T - t)*2
=< ((W Fo(t,ne Y6, Ze, Yeos () — ot e, Y Zs Yy s)

Veos1(0Ve-53(0) € L[5, 2]
According to Hu et al. [12, Theorem 12.3], we have
Yi(t) < Y3(t) a.e,as.
In the same way, we set up the following equation:

~dYi(t) = (“ BNy (8,1, Ya(0), Zal0), Ya(t - 8:(2))

—fo(t, e, Ya(t), Za(t), Y3(t — 83(1)))

Za(t) JpH .
- T 9B, 0=<t=T;

Ya(t) = 2(t), -6 =<£=<0.

The unique solution to this equation is represented by (Ya,Z,) € ]}[,51] X f/[]g )" As
Fy(t,%,9,2,s) is increasing with respect to ys, f2(¢,%, 7,2, ys) is decreasing with respect to
ys, and Y7 () < Y3(¢), it follows that

(0 —1)(T —2)*2
((MFT) F(t,n, Y(0,Z(0), Y (t - 8:(0)))

_f2 (t, Nt Y(t)’Z(t)r Yl (t - 83(t)))>
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_ _ a2
(g )Rl o260, (- 50)

— (6, Y(8), Z(0), Y (2 - 63(t)))>
Vees1 () Ve-sa(t) € L[5, ].
Similarly,
Y3(£) < Yu(t) a.e,as.

Finally, consider the following BSDEs for n = 5,6,...:

Y, () = (DTN (1,1, Yo(8), Za(2), Yaor (= 82(0))

—fz(t m,Y (), Zu (), Yn-1 (¢ - 85(2)))
L dBf, 0<t<T,

1+0t

Y,(t) = ¢a(t), —-8<t=<0.
From the above we can conclude that
) < Ys()) < Ys(0) < Y7(6) <--- < Yu()) <--- ae,as.

Let us scale up the result so that we get a Cauchy sequence {Y,, Z,},>3. Denote f’,,(t) =
Y, (£) = Y,_1(¢) and Z,,(¢) = Z,,(t) — Z,,_1(¢). From estimate (3.3), assumptions (A1) and (A2),

and Jensen’s inequality we have

T
E[eﬁ"’|?n(t)|2—eﬂT|f’,,(T)|2+ B[ g0 a
t

+ L/Teﬂssw_wz (s)|2ds
MI(1+a) "

o-272
< ﬁ/ [“(“ Fg(foz)S) } |F (5115, (), Z(8), Yo (s = 815)))

T
— F(8, 115 Y-1(8), Zu1 (5), ?n_z(s—Sl(S)))Ide% / P |f (5,15, Yu(5), Zu(s),
V1 (5= 8169))) =f (5,19 Vo1 (8), Zoa(5), Voo (s — 81.(6)) ) | dis]
T
%(kc1+C2)E[/ e (|9,(5)]” + 2172 |2,(5)| )ds+/ |91 (5)] ds]

Then letting ¢ = 0, multiplying both sides by "+ “o‘ , and noting that I'(1 + «) € (1,2), we

have

r BM ~ 2 A2
Bs 2H-1
E[/O e (—4 |Y,,(s)| +s |Zn(s)} )ds]

AMT(1 + )
< -

= /3 (kCl + C2)
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T T
X E[/ eﬁsﬂffn(s)!z + SZH_1|Z,,(S)|2) ds + / eﬂs|f’y,_1(s)|2ds:|.
0 -8

Denoting 8 = 16 MI'(1 + a)(kCy + Cy) + —, we have

T
E[/o eﬂs(ﬂTM|f’n(s)|2+s2H1|Zn(s)}2>ds]
T T
Bs (| 2 2JH-1|5 2 l Bs1 5 9
sEUO (T + 27| 2,05)] )ds}+4E[/_8e 19016)| ds}

Therefore

T
E ps
[
T
E|:/5 eﬁs‘f’n_l(s)yzds]
T T
E[/_a eﬂ5|f’n_1(s)|2ds+/0 eﬂSSZH_1|Zn_1(s)|2].

A,,(s)‘z $2H-1

Z,(9)| )ds]

=

IA
Wi Wl

Hence

T
e [ e+

1\ "4 T, T A2
< (3) e[ [ tmoas [ ezl
-8 0

Obviously, (}A’,,),,24 and (Zn)nzél are Cauchy sequences in the Banach spaces f}[,gj] and

1Z,9)] )ds]

f/[fo[, o respectively. Their limits are represented by (Y3, Z;) for all 0 < ¢ < T. Therefore
(Y, Z;) is a solution of the following fractional BSDE:

-dY; = ((Q(FT)Fz(t N6 Y Zey Yies,9) = fo (6116, Vi Zts Yisy ) dit
Fi 4B, 0<t<T,
+a)
= (pZ(t)r -0 <t<0.

At the same time, by Theorem 3.1 on the uniqueness of the solution it is also the solution

of the following equation:

—-dYy(t) = ((MT)Fz(t Nes Yo(£), Zo(2), Yo(t — 81(2))
— ot 0, Ya(£), Zo(2), Yo (2 — 83(2)))
- dBl, 0<t<T,

Yo(t) =a(t), -6<t=<0O.

Hence

Y(t) =Y,(t) as.

Page 13 of 15
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Since
Y1(2) < Y3(8) < Ya(t) < Y(2),
we get Y1 (t) < Ys(t), as desired, O

Remark Under assumptions (A3), (A4), and (A5), equation (3.4) is still applicable to the

above equation, and the comparison theorem of the equation is also valid.

Example To illustrate the results, consider the equation

n:}%+/fﬂﬁ%£sﬁﬁiju0+ZW)+YW—Sﬂw)+ZW—84w»du

—(Y(s) + Z(s) + Y(s — 85(s))
+Z(s— 84(s)) ds — ftT I,(ﬁa) dBf, 0<t<T,

Y=o Zi=vYy, -6<t<O.

where for i = 1,2, 3,4, the generator satisfies (A1) and (A2). Suppose ¢; € 17[_5,71 and Y, €
\7[,51]. Then BSDE (2.1) admits a unique solution (Y3, Z;) € ]7[,51] X 17[1151].

5 Conclusions

In this paper, we introduced the fractional derivative and time-delay generator into back-
ward stochastic differential equations. We obtained the existence and uniqueness of a so-
lution and gave an example to illustrate our results. However, the analytical solution to
BSDEs is not easy to get and becomes more difficult after the introduction of fractional
derivatives and time delays. Our future work will focus on the numerical solution of this
equation. At the same time, since fractional derivatives and time delay both provide ef-
fective mathematical tools for the study of complex systems and phenomena, it seems

interesting to explore their applications in finance.
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