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Abstract The purpose of this note is to show that a common noise may restore uniqueness in
mean field games. To this end, we focus on a class of examples driven by linear dynamics and
quadratic cost functions. Given these linear-quadratic mean field games, we prove existence
and uniqueness of solutions in the presence of common noise and construct a counter-example
in the absence of common noise. This illustrates the principle, already observed in dynamical
systems like ODEs, that introducing an appropriate noise may restore uniqueness.
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1 Introduction

The theory of mean field games (MFGs for short) is concerned with the study of asymptotic
Nash equilibria for stochastic differential games with infinite number of players subject to
a mean field interaction (i.e. each player is affected by the other players only through the
empirical distribution of the system).

A Nash equilibrium constitutes a consensus (or compromise) between all the players from
which no player has unilateral incentive to escape.

As the number of players (N) of the stochastic differential game increases, finding Nash
equilibria becomes an increasingly complex problem as it typically involves a system of N
PDEs set on a space of dimension N. The motivation for studying the asymptotic regime
is to reduce the underlying complexity. At least in the case where the players are driven by
independent noises, the hope is indeed to take benefit from the theory of propagation of chaos
for mean field interacting systems (see for example [12]) in order to reduce the analysis of
the whole system to the analysis of a single representative player.
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In MFGs, the representative player aims at minimizing a cost functional while interacting
with an environment described by a flow of distributions. Finding Nash equilibria thus consists
in finding optimal states whose flow of marginal distributions matches exactly the flow of
distributions describing the environment. This is a constraint of McKean—Vlasov type.

MEFGs were introduced independently and simultaneously by Lasry and Lions [8] and
by Caines, Huang and Malhamé [7] (who used the name of Nash Certainty Equivalence).
We refer to the notes written by Cardaliaguet for a very good introduction to the subject
[1]. Carmona and Delarue studied MFGs with a probabilistic approach [2,3]. Many other
authors have contributed to the rapid development of the theory. Under convexity conditions
on the cost functional, existence of Nash equilibria has been proved in the above works.
Further monotonicity conditions introduced by Lasry and Lions provide uniqueness of Nash
equilibrium.

In this note, we investigate a class of linear-quadratic mean field games (LQ-MFGs) in
which the representative player at equilibrium interacts with the mean of its distribution.

Inspired by earlier works in that direction, we suppose further that, in addition to the
independent noises, the N players in the finite game are also subject to acommon (or systemic)
noise, such a modelling being motivated by practical applications. For example, financial
markets models often consider some common market noise affecting the agents. Mean field
games with common noise are also related to mean field games with a major agent, as
introduced by Huang et al. [6,10]. Carmona and Zhu provided a probabilistic approach to
MFGs with a major agent [16].

We proceed to find Nash equilibria through Carmona and Delarue’s scheme, based on
the theory of forward-backward stochastic differential equations (FBSDE for short) of the
McKean—Vlasov type. The major change is that, due to the presence of common noise, the
representative player at equilibrium feels the mean field interaction through its conditional
expectation given the common noise. The environment is thus described by a stochastic
process whose randomness comes only from the common noise.

The strategy is to characterize the environment as the forward component of an auxiliary
FBSDE driven by the common noise only. Thanks to the common noise, this FBSDE is
non-degenerate and thus satisfies an existence and uniqueness theorem proved by Delarue
in [4]. This establishes the existence and uniqueness of a Nash equilibrium for this class of
LQ-MFGs.

Afterwards, we present a counter-example to uniqueness of Nash equilibria for a game in
this class of LQ-MFGs in the absence of common noise. This provides a concrete example
when common noise restores uniqueness. Several situations outside of the MFGs framework
in which noise restores uniqueness are presented in the monograph by Flandoli (see [5]). To
the best knowledge of the author, the example proposed in this paper is the first one in the
literature for MFGs.

For expository purposes the work presented here involves one-dimensional equations with
prescribed coefficients, but the results remain valid for higher dimensions.

2 A Class of Linear-Quadratic N-Players Games
We consider stochastic differential games with fixed terminal time 7' > 0 and N € N play-
ers. Let B = (B1)ieq0,17, (W )ie0,77.1 = 1, ..., N be N + 1 independent one-dimensional

Brownian motions defined on a complete filtered probability space (€2, F, (]:',),e[o,r], P)
satisfying the usual conditions. Let ¥, i = 1, ..., N be independent and identically distrib-

Birkhauser



Dyn Games Appl (2018) 8:199-210 201

uted Fo-measurable random variables taking values in R and independent of all Brownian
motions.

Let o, 0p be non-negative constants, ¢ € R, and b, f,g : R — R be given Lipschitz
continuous and bounded functions.

We consider the following linear-quadratic stochastic differential game with N players:

Foralli = 1,..., N, the ith player’s state process during the game is given by (X!),c(0.7)
and takes values in R. We consider a mean field interaction given by an average of all players’
states. We consider the empirical mean:

N
1 .
N _ J
! _NZ 1X,, vt € [0, T1.
J:

Each player has the cost function and stochastic dynamics below.

r 2
sl [Tl (s ) Jo
0

(., 2
+§( ‘T+g(u¥)) } (1)
dX! = [cX! + o + b(uM)ldt + odW + 09dB;, Vi €[0,T]
Xy ="

The cost function of each player depends on the strategies of the other players through the
mean field process (1N );e[0,71. Each player controls its state process by choosing a control

(@)

process o = (Ol;)zg[(),]‘] € 7—22, the set of (_7:',),E[o,T]—progressively measurable processes

satisfying
T
E|:/ |as|2dsi| < 00.
0

When og > 0, B is integrated to the state dynamics of all the players. They are thus
dependent. We say that we are in the presence of common noise. When op = 0, B is not
integrated to any player’s state and hence all players are independent. We say that we are
in the absence of common noise. We call B the common noise and oy its intensity. In both
cases, the players are exchangeable and we can study the asymptotic regime of this game.

Finding Nash equilibria consists in finding sets of (consensual) controls between the
players that minimizes the cost functional of any player when all the other players use the
consensual controls. This is a complex problem for large N. The strategy proposed by MFGs
theory to reduce the complexity is to find Nash equilibria for the asymptotic regime of the
game (‘N = 00’) and use them as approximate Nash equilibria for the N-player LQ-Games.

2.1 The Asymptotic Regime: A Class of LQ-MFGs

Taking the limit as N tends to infinity in the above class of LQ-Games with players at
equilibrium yields a class of LQ-MFGs for which the representative player’s state process
denoted by (X;)sej0,7] (taking values in R) interacts with its expectation (in the absence
of common noise) or with its conditional expectation given B (in the presence of common
noise). This is possible thanks to a propagation of chaos property.

We now consider two Brownian motions B = (B;):c0,7], (W;)se[o,7] defined on a com-
plete filtered probability space (2, F, (F)ref0,7], P) satisfying the usual conditions. Let
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the representative player’s initial state be given by ¥ € £3 ,» the set of square integrable,
Fo-measurable random variables. We suppose that the filtration (F;)s¢[0,7] corresponds to
the natural filtration generated by v, W, B augmented with P-null sets. Let (]-'ZB )iel0,T] be
the filtration generated by B only and augmented with P-null sets. Also, let 2, the set of

(Ft)tejo,11-progressively measurable processes satisfying IE[ fOT |as|2ds] < 0.

Finding Nash equilibrium for this class of LQ-MFGs is possible through the scheme
proposed by Carmona and Delarue [2]. In our situation, the scheme reads as follows:
Scheme 1 (MFGs-solution scheme)

1. (Mean field Input) Consider a continuous (.7-',3)tg[o,T]—adaptedprocess (Mt)refo,T] taking
values in R. This process is aimed to be the representative player’s flow of conditional
expectations given B at equilibrium.

2. (Cost Minimization) Solve the following stochastic optimal control problem for the rep-
resentative player;

Find o* € 'H?, satisfying

T
J(a™) = min J(¢) := min IE[/ %[ot,2 + (f () + X;)*dt
0

acH? aeH?
1
+ 5 (X7 + g(m))z] A3)

under the stochastic dynamics:

[dXt = [cX; + o +b(us)ldt +0dW; + o0dB;, YVt € [0, T] @)

Xo = 1.
3. (McKean—Vlasov constraint) Find (j1:)se[0,T] Such that,
Vi €[0.T], e =EIX{" |5

Remark 1 1t is possible to show that for all 7 € [0, T1, E[X¥" |FF] = E[X?"|FE]. Indeed,
let ]-'fT denote the filtration generated by increments of B on (¢, 7] augmented with P-null
sets. Then, for all € [0, T] F2 = FB v ]-'fT , FB and }"ffT are independent. So, for all
t € [0, T], E[X¢ |71 = EIX{ |FP v 7,1 This holds since, for all 1 € [0, T], X{* is
independent of .7-'}}.
With this observation, the Mckean—Vlasov constraint now reads: Find (u;)¢[0,7] such
that
vi [0, T], ur = E[X | FE]. )

Moreover, since the map ¢ — X7 is continuous, one can show that there exists a contin-
. *
uous version of the map ¢ — E[X} I}'ﬁ].

3 Solvability of Scheme 1
3.1 Stochastic Maximum Principle
We solve the Problem (3—4) using Pontryagin’s Stochastic Maximum Principle which yields

a stochastic Hamiltonian system. For a review of this principle, see, for example, [11] and
[15].
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Definition 1 The Problem (3—4) admits the following Hamiltonian,

H(t,a,x,y,u) = ylex +a + b)) + %az + %(x + f(u)? (6)

forallt € [0,T],a,x,y,u € R.

Proposition 1 Suppose that we are given a continuous (FtB)te[o,T]-adapted process
(Mt)iefo,1) taking values in R. Let H be the Hamiltonian for the Problem (3—4) and
a* = (o] )eefo.1] € H2. Then (@)re0.1] is a solution to the Problem (3—4) if and only
if there exists (X;, Yy, Z;, Z?)re[O,T] an adapted solution to the adjoint FBSDE:

dX[ = 8yH(t,ott*, Xtv th /.L;)dt +0'th +UOdBt, vVt € [0, T]
dY, = —d, H(t, af, X;, Yy, p)dt + Z;dW, + Z°dB,, Vit € [0, T] 7)
Xo=v, Yr=Xr+gur).

subject to,

H(t,of, X;, Y, jir) =miﬂI{3H(taaaXh Yi,e), V€ [0, T], P—a.s.
ac

Proof The proposition follows from the Pontryagin stochastic maximum principle with
the fact that for all (¢, y,u) € [0, T] x R x R, we have convexity of the map (a, x) +—
H(t,a,x,y,u). (See Theorem 5.4.6 in [11]) O

Remark 2 1. We say that (X, Y;, Z;, Z?),e[oj] is an adapted solution to the adjoint
FBSDE, if X, Y are (F;),¢[0,7]-adapted processes and Z, 70 are (F1)telo, 71-progressively
measurable processes satisfying
Elsupiepo.ril| X 1>+ 1Y: 1] +f0T[|Z, |24120121d¢] < oo and system (7)P- almost surely.

2. Observe that for all (¢, y,u) € [0,T] x R x R, the map (a,x) — H(t,a,x,y,u)
is strictly convex. Hence, for all (¢, x, y,u) € [0,T] x R x R x R there is a unique
a* =a*(t, x,y,u) € R such that

H(t,a*(t,x, y,u),x,y,u) = mi}g H(t,a,x,y,u).
ac

Thanks to the strict convexity of H, we know that the zeros of d, H are the minimizers
of H. In our situation, the unique minimizer is given by a*(¢, x, y, u) = —y.
Therefore, for all ¢ € [0, T], o/ in the previous proposition is uniquely defined as a
function of (¢, X;, Y;, ), precisely:

Vi €[0,T], o« =-Y,. (8)
Proposition 2 Suppose that we are given a continuous (FP),cj0.1)-adapted process
(1)rero,1 taking values in R. The process a* = =Y € H2 is a solution to the stochas-

tic optimal control Problem (3—4) if and only if (X;, Y;, Z;, Z?)tE[O,T] is an adapted solution
to the FBSDE:

dX, = [cX; — Y, + b(u)ldt + 0dW; + oodB,, Vt €0, T]
dY, = [-X; — cY; — f(u)ldt + Z,dW, + Z°dB,, Vt [0, T] 9)
Xo=v, Yr=Xr+gur).

Proof The proposition follows immediately from Proposition 1 and Remark 2. O
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In order to solve Scheme 1, we have to find solutions to FBSDE (9), subject to the constraint
that the given process p satisfies:

Vi €[0,T], w =E[X|FE]. (10)

In this probabilistic approach, solutions to the MFG problem can be used to construct
solutions to the conditional McKean—Vlasov FBSDE below (and vice versa)

dX; =[cX; = Y; + b(IE[X,|]—‘1T9])]dt +odW; +0¢dB;, Vte]0,T]
aY; = [-X, — ¥, — fEIX|FEDdt + Z,dW, + Z0dB,, Vit [0, T] (11)
Xo=1v, Yr=Xr+gEXr|FE).

3.2 Solvability of (9)

In this subsection, we show that given a continuous (]-'tB )tefo,1-adapted process (141)re[0,7]s
the Problem (9) is uniquely solvable. Then we derive a characterization of the solution using
an appropriate Ansatz.

Proposition 3 Suppose that we are given a continuous (Ff),e[o’r]-adapted process
(e)iefo,) taking values in R. Then, there exists a unique adapted solution
(X, Yt, Zi, Z0)sej0,1 to the FBSDE (9)

dX; =[cX; — Yy + b(us)ldt + cdW; + opdB;, YVt €[0,T]
ay, = [—X, —c¥, — f(u)ldt + Z,dW, + Z2°dB,, Vt e[0,T]
Xo=1v, Yr=Xr+g(ur).
Proof Using the changes of variables X, =X, — v, Y, =Y, - X, Z = Z, — o, Z? =

Z? — ooVt € [0, T'], we get that solutions to Problem (9) can be used to construct solution
to FBSDE below (and vice versa)

dX, = [(=14+ )X, = Y, + (=1 + )¢ + b(u,)dt + odW, + oodB;, Vt € [0, T]
dY; = [(1 — 0)Y;—2cX; — 29 — b(w;) — f (o))t + Z,dW; + ZPdB,, Vi €[0,T]
Xo=0, Yr=g(ur).

Following the article of Yong (see [13]) on linear FBSDE, solutions to FBSDE above can be
used to construct solutions to the reduced FBSDE (12) below (and vice versa)

dX, = [(=1+¢)X, — Y,]dt, Vi e[0,T]
d¥, = [<2¢X; + (1 — ¢)Y,1dt + Z,dW, + Z°dB,, Vr €[0,T] (12)
Xo=0, Yr=m,

where m is Fr-measurable.
Now, using Theorem 6.1 in [13] in this situation, we conclude that the reduced FBSDE
(12) has a unique solution if and only if

0, D exp(An)(0,1) >0, Vtel0,T].

where (0, 1)’ denotes the transpose (0, 1) and
a_[AB]_[1+o -1
TlAB|T | —2 -0l
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After some computations, we obtain
(1 —c++1 +c2)exp(2tv1+02) - (1 —c- 1+c2)
23/1+ cZexp (t«/l + c2)

(0, 1) exp(A1) (0, 1) =

It is enough to check the sign of
(1 —c+ l—i—cz)exp(IZ\/l—i—cz) - (l —c—+V1+ec )

The expression above has its minimum at ¢ = 0, givenby (1 —c++/1+¢2) — (1 —c —
N1+t =2J1+c2>0.

So, (1 —c ++v/1+c2)exp2v/1+c?) — (1 —c—+1+c?) >0, Vtel0,T]. This
implies (0, 1) exp(A£)(0, 1)’ > 0 Vr € [0, T], and FBSDE (12) has a unique solution. 0O

Theorem 6.1 in [13] gives more than a uniqueness results. It also provides a uniqueness
result for the Riccati ODE

% =P>4+2(1 —c)P,—2¢, Pr=0.
And it states that the unique adapted solution to the reduced FBSDE (12) satisfies 171 =
P,)Z, + p:, Vt € [0, T] where (p;):ef0,1] solves an associated BSDE.

Now, we want to characterize the solution of FBSDE (9). Inspired by previous studies on
linear FBSDE (see for example [14]), we make the following Ansatz.

Ansatz: We want the solution of (9) to satisfy the condition that Y has the following form,

Yo =nX, +h, Vi €]0,T], (13)
where (1:)se[0,7] € C 1'is the unique solution to the Riccati ODE

dn,
dr

The uniqueness of (1;)/¢0,7] follows easily from the uniqueness of (P;);c[0,7] since
n; = Py + 1Vt € [0, T] is a solution to (14).

And, h = (ht)iefo,7) 1s an (]-'tB )re[0,71-adapted process whose randomness comes only
from the common noise and satisfies the BSDE

dh; = [(—c + n)hy — f(w) — nb(p)ldt + Z1dB,, ¥t € [0, T]
hr = g(ur).

=0 —2en —1, nr=1, (14)

(15)

Proposition 4 Suppose that we are given a continuous (}'tB )iclo,T]-adapted process
(Mt)tefo,1) taking values in R. Then the solution, (X;,Y:, Z;, Z?),E[o,r], to Problem (9)
satisfies (13) with h = (h;)se[0,1) satisfying BSDE (15).

Proof Let (n;):c0,] the solution to (14) and (h;, Zt1 )tef0,7] is a solution to the Problem (15).
We want to show that the unique solution (X;, Yz, Z;, Z? )tefo,7) to the Problem (9) satisfies
(13). We do this by construction.

Let (X/):e[0,7) be the solution of the forward SDE

(16)

[dxt = [—(—=c+n)X; — hy + b(u))dt + 0dW; + oodB,, Vi € [0, T]
Xo =Y.
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Let Y; = n/X; + hy, Yt € [0, T]. By 1td’s formula

d
dYt = %X;dl‘ + T}th[ + dh[

Then by substituting, in the above expression, (14), (15), (23) and putting Z? = Z,1 +
n:00, Z; = n;oVt € [0, T], we see that (Y;, Z;, Z?),G[O,T] solves the following backward
SDE:

dY, = [ X,—cn X, —ch, — f(u)ldt + Z,dW, + Z0dBt, Vt €[0,T]
Yr = Xr +g(ur).
Therefore, (X;, Y;, Z;, Z?)lqo,n solves the following FBSDE
dX; = [cX; = Y + b(uy)]dt +0dW; +0odB;, Vi [0, T]
dY; = [-X,—cY; — f(uy)ldt + Z,dW, + Z?dBt, vVt €10, T] (17)
Xo=1v, Yr=Xr+glur)

and satisfies (13), since Y; = n,X; + h;, Vt € [0, T'] with (1;)+¢[0, 7 the solution to (14) and
(hy, Ztl),e[o,r] solution to (15). This concludes the proof. o

3.3 Solvability of (5)

Proposition 5 Let (u:)ic0,7) be an (.7-',3 )relo0,T1-adapted process with values in R and
X, Yy, Zy, Z?),EIO’T] be the unique solution to Problem (9). Then, u; = E[X,lfﬁ], for
allt € [0, T] if and only if

{dm = [—(=c + 1)y — hy + b(u)dt + 00dB;, V¥t €10, T) )

mo = E[y].

Proof Step 1 Consider (us):ef0,7]- (}",B),E[O,T]-adapted with values in R and
(X, Yy, Zy, Z?) te[0,7] be the unique solution to Problem (9). By the previous proposition,
(X, Yy, Zy, Z?),e[o,T] satisfies ansatz (13).

For all ¢ € [0, T], taking conditional expectation of X; given }'f yields,

t

E[X,|FE]1=E [w + /Ot(ch — Y + b(us))ds +/Ot odW; +/O oostlj’-'f] .
Since (X;, Y;, Z;, Z,O)[e[o,r] satisfies (13) and (h;);¢[0,7] 1S ]:f-measurable,
E[X,|FF] = E[y] + /Ot E[—(—c + 15) X5 — hs + b(15)| FF1ds + /Ol o0dBy
=E[y]+ /Ot(—(—c + n)ELX | FE] = hy + b(ug)ds + /Ot 00dB;.
Suppose that yt; = E[X,|FF], V¢ € [0, T]. Then,
we = E[y]+ /Ot(—(—c +n9)is — hs + b(us))ds + /Ot oodBy, Vi el[0,T].

Hence,

du; = [—(=c +n)pr — he + b(up)1dt + 00dB;, Vi €[0,T]
o = E[¥].
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Step 2 Consider (14/);[0.71> (F)sef0.71-adapted with values in R and (X;, Y;, Z;, Z)se(0.7]
be the unique solution to Problem (9). By the previous proposition, (X;, Y;, Z;, Z,O),e[o,r]
satisfies ansatz (13).

Taking the conditional expectation of X; given ]-'f yields,

t t
E[X,|FE] = Ely]+ / [—(—¢ + n)E[Xs|FE] — hys + b(us)]ds + / 00dBs.  (19)
0 0

Suppose that p a solution to (18). Then,

t t
we = E[y] +/ (=(=c+ns)is — hs + b(uy))ds +/ oodBs, Vi €[0,T]. (20
0 0

Subtracting (19) from (20) gives:

t
(1 — E[X,|FE]) + /0 (—c + 1) (s — E[X,|FEDds =0, Vr e[0, T]. 1)

We thus have a linear ordinary differential equation with initial value zero. It follows that
(i —E[X,|F£1) =0, Vtel0,T]

The proof is complete. o

Proposition 6 There exists (o], bi)iefo,r] an MFGs-solution if and only if there exists
(s s by, le)te[()’T] an adapted solution to the FBSDE:

duy = [—(=c+ 0 — hy +b(uy)ldt + oodB;, Vit € [0,T]
dhy = [(—=c +n)hy — f(we) — meb(u)ldt + Z'dB,, Vt €10, T] (22)
hr = gur), po=E[Y].

Moreover, the optimal feedback is given by:

(x;k = _ntXt — h,,Vt S [0, T]

Proof Step 1: Suppose that (¢, is)refo,7] is an MFGs-solution.

Since (¢)refo,1] 18 (.FtB )refo,71-adapted with values in R, by Proposition 2, there exists
(X:, Yy, Zy, Z?),e[o,r] solution to (9) and (/' = —Y;)seq0,7] solves the stochastic optimal
control Problem (3-4).

By Proposition 4, (X, Y;, Z;, Zto)tgl(),’]"] solution to (9) satisfies ansatz (13). Therefore,
we have Y; = n; X, 4+ h;, Vt € [0, T with (17;)s¢[0,7] the solution to (14) and (h;, Z}),e[o,r]
solution to (15).

Also, since (o, ts)ieo,77 is an MFGs-solution, (14/);c[o,7] must verify the condition
ne = IE[XA}"?], vVt € [0, T']. And by Proposition 5, it follows that (14/);¢[0,7] is a solution
to (18).

Hence, (u;, hy, Z}),E[O,T] is a solution to (22).

Step 2: Suppose that we are given (u;, iy, Ztl)te[O,T] solution to (22). Clearly, (tt;)cf0,1] 18
(f,B),e[o,T]-adapted with values in R.
Let (X;):e[0,7] be the solution of the forward SDE

[dXt = [—(=c+n)X: — ht + b(us)1dt + odW; + 00dB;, Vi €[0,T] 23)

Xo =.

Let also, Z? = Z,1 + nt00, Zy = no and Yy = 0 Xy + hy, Yt € [0, T].
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By Propositions 2, 3 and 4, (X;,Y;, Z;, Zf)),e[o,T] solves Problem (9) and (¢f =
—Y1)te[o, 7] solves the stochastic optimal control Problem (3—4).

Finally, it remains to check that the given (u;)¢(0,7] satisfies the McKean—Vlasov con-
straint, u; = IE[X,I]-'#] =0, Vt € [0, T]. This follows from Proposition 5.

Hence, («f = —Y;, ts)ieqo,7] 18 an MFGs-solution. ]

4 Unique Solvability and Common Noise

The next proposition shows that in the presence of the common noise we have a unique Nash
equilibrium for this class of LQ-MFGs.

This is possible thanks to the previous proposition which makes the equivalence between
the solvability of the class of LQ-MFGs considered and the solvability of the auxiliary FBSDE
(22). In the presence of common noise, the system (22) is said to be non-degenerate. For an
insight on the solvability of such FBSDE, see for example [9].

4.1 Unique Solvability (a9 > 0)

Proposition 7 Suppose that oy > 0, then there is a unique Nash equilibrium for the class of
LO-MFGs under study.

Proof To prove this proposition, it is enough to show that there exists a unique adapted
solution (w4, hy, Z,l),e[oyr] to the Problem (22).
Let us define the following smooth, invertible and bounded function

T
w; = exp (/ (—c+ ns)ds)Vt e [0, T].
t

‘We now consider the transformations

wi=w; ", Vrel0,T] (24)
h;* = wihy;, Yt el0,T] (25)

Using these transformations, it follows immediately that (u;, h;, Z,l )refo,7] 18 an adapted
solution to the Problem (22) if and only if (1}, i}, Z?),c(0.7 is an adapted solution to

dut = [—w; 2k 4+ w; ' b(w,u)1dr + w; ' ogdBy, Vi € [0, T)
dh? = [—w, f(w, ) — wenb(w, )1t + Z2dB;, Vit €0, T] (26)
wy =Elylwg ', by = g(uy).
Finally, since f, b, g are given bounded and Lipschitz continuous functions, w;, '>ovre
[0, T] and og > 0, the Problem (26) satisfies the hypothesis of the existence and uniqueness
theorem of Delarue ([4]—[Theorem 2.6 p.240 200]).

Therefore, the system of FBSDE (22) admits a unique adapted solution and the proof is
complete. O

4.2 Non-uniqueness (op = 0)

Finding Nash equilibria for LQ-MFGs under study in the absence of common noise is equiv-
alent to solving the FBSDE (22) with o = 0.
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Thanks to the transformations (24-25) in the previous proof, the solvability of the system
of FBSDEs (22) with oy = 0 is equivalent to the solvability of the following problem: Find
(uy, hf, th),e[o,T] an adapted solution to

dus = [—w; 2h* + w;  b(w,u)]de, Vi € [0, T]
dh? = [—w, f(w, ) — wenb(w, )1t + Z2dB;, Vt € [0, T] (27)
= Elylwy ', b = g(ub).

Counter-example to uniqueness: To construct counter-example to uniqueness, we
choose f = b =¥ = 0. Weset K, = fé w;zds,‘v’z € [0, T], so that K7 > 0. Since
the terminal time 7 > 0 is fixed, R = K7 > 0 is a constant.

Now, let us define g : R — R as follows;

1 if x <—R
gx)=q1-x/R if |x|<R
—1 if x> R

For the specified LQ-MFG above, the Problem (27) reads as follows: Find
(W, h¥, Z2)se0.7)» an adapted solution to

duf = —w; 2h*dt, Vr € [0, T).
dh¥ = Z2dB, (28)
no =0, by = g(uy).

Forall A € R,suchthat |A| < 1, the processes (—AK;, A, 0);¢[0,7] are adapted solutions
to (28).

Hence, we found infinitely many Nash equilibria for this LQ-MFG without common noise.
The corresponding optimal feedbacks are given by

af = —n X, — Aw; !, v € [0, T,

for all A € R, such that |A| < 1.

5 Summary

The results exposed in this note illustrate the power of adding common noise as an hypothesis
in the study of MFGs from a mathematical perspective. For the class of LQ-MFGs studied
here, the uniqueness of the Nash equilibrium is obtained from the common noise hypothesis.
No monotonicity hypothesis is required. These results are in line with the idea that adding
noise to a problem can help to achieve uniqueness.

An interesting question is the one of the zero-noise limits of the Nash equilibrium of
the LQ-MFGs with common noise when uniqueness fails for the situation without common
noise. Does this limit exist? Does it select one or more Nash equilibria for the situation
without common noise?

Future work will consider these questions and cases where the mean field interaction is
not just an average.
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