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Solvability and Asymptotic Behavior of Generalized
Riccati Equations Arising in Indefinite
Stochastic LQ Controls

Mustapha Ait Rami, Xi Chen, John B. Moore, Fellow, IEEE, and Xun Yu Zhou, Senior Member, IEEE

Abstract—The optimal control problem in a finite time horizon
with an indefinite quadratic cost function for a linear system sub-
ject to multiplicative noise on both the state and control can be
solved via a constrained matrix differential Riccati equation. In
this paper, we provide general necessary and sufficient conditions
for the solvability of this generalized differential Riccati equation.
Furthermore, its asymptotic behavior is investigated along with its
connection to the generalized algebraic Riccati equation associated
with the linear quadratic control problem in infinite time horizon.
Examples are presented to illustrate the results established.

Index Terms—Asymptotic analysis, generalized Riccati equa-
tion, indefinite stochastic linear quadratic (LQ) control, linear
matrix inequality, solvability.

1. INTRODUCTION

INEAR quadratic (LQ) control is one of the most funda-
mental and widely used tools in modern engineering. In
recent years, the applications in fields such as mathematical fi-
nance require the study of stochastic LQ control models that
are qualitatively different from traditional LQ models in that
the control will affect not only the (deterministic) drift compo-
nent of the system dynamics, but also the (stochastic) diffusion
component. For instance, adjusting the position of certain as-
sets held in a portfolio affects not only its return, but also its
volatility. Furthermore, the direct cost for exercising the control
could be zero or even negative, while finding the optimal control
remains a meaningful problem, as the noise (diffusion) part of
the state process will automatically deter any overzealous con-
trol actions.
To be specific, consider the following stochastic LQ problem:

Minimize

J@oy:EL

T

[2(t) Q(t)x () + 22(t) L(t)u(?)
+ u(t) R(t)u(t)] dt + El(T) Mz(T)]

o]

subject to
dz(t) = [A@)2(t) + B(t)u(t)] dt
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+ [C(t)z(t) + D(t)u(t)] dw(t)
x(to) =0 € R™.

Note that the above model has multiplicative white noises on
both the state and control. In the special case when C(-) = 0,
D(-) = 0, the system is a deterministic time-varying linear
system, and it is well known that the LQ problem is meaning-
less if for almost every ¢, R(t), the control weighting matrix in
the cost, has at least one negative eigenvalue. However, recent
studies [11], [12], [20] show that when D(t) # 0 the stochastic
LQ problem could be still well posed even if f2 is singular or in-
definite. In fact, a singular or indefinite £ may naturally occur
in a wide class of practical problems, ranging from portfolio
selection [29], option pricing [19], to pollution control [11]. In
addition, in some cases R is identically zero as the control cost
is only implicitly incurred by the underlying uncertainty; see
[29], [19]. Another interesting case of the LQ problem is when
L is identically zero and Q(t), the state weighting matrix in
the cost, is negative while R(#) is positive definite. This con-
stitutes a generalization of the stochastic H, control problem
[14], [25], [17].

The above indefinite stochastic LQ control problems lead to
the following constrained nonlinear backward differential ma-
trix equation:

((P(t) + A(t) P(t) + P(t)A(t)
+C(t) P(t)C(t) + Q)
—[P(#)B(t) + C(t) P(t)D(t) + L(t)]

x[R(t) + D(t) P(t)D(t)]~* 0]
x[B(t) P(t) + D(t) P(t)C(t) + L()'] = 0,
P(T) = M,

In this paper, we refer to this equation as a generalized differ-
ential Riccati equation (GDRE). It will play a central role in
the treatment of the indefinite LQ problem. It is shown in [11]
that,in the case when L = O, the solvability of the GDRE is
sufficient for solving the LQ problem. Indeed, a unique optimal
control, which has a linear state feedback structure, can be con-
structed explicitly based on the solution to the GDRE (1). Thus,
solving the original indefinite LQ problem boils down to that
of solving the GDRE. It should be noted that a Riccati equation
was first derived by Bismut [7] for a stochastic LQ problem with
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control-dependent diffusions and random coefficients, however
its solvability was proved, using a functional analysis approach,
under the key assumption that the control cost R is positive defi-
nite. A similar Riccati equation was later studied by Bensoussan
[6], where the positive definiteness of IX was again imposed. A
stochastic Riccati equation, formulated as a nonlinear backward
stochastic differential equation (BSDE), was first introduced in
[11] for indefinite stochastic LQ problems with random coef-
ficients. While the solvability issue of this Riccati BSDE, as a
very challenging problem, is yet to be resolved, some special
cases, especially in the case of deterministic coefficients where
the Riccati BSDE degenerates to the GDRE (1), have been set-
tled. Specifically, in [11], a necessary and sufficient condition is
given for the solvability of the GDRE for the case when C' =
and L = 0 and, based on this condition, an algorithm of com-
puting its solution is proposed. However, the algorithm assumes
the availability of an initial solution which is in fact hard to lo-
cate. In the case when C' # 0, some necessary condition for
the LQ problem to be solvable is derived based on a decompo-
sition approach in [12]. Nevertheless, solvability of the GDRE
(1) in general remains, as cited in [11], as an outstanding open
problem.

It is one of the objectives of this paper to tackle this open
problem. First, we extend the result in [11] by showing that the
existence of a unique optimal control to LQ problem is equiva-
lent to the solvability of the GDRE (1). Next, we provide a nec-
essary and sufficient condition for the solvability of the GDRE
in terms of the feasibility of a certain linear matrix inequality
(LMI). This LMI is different from the traditional one [8] for it
is parameterized by the time ¢ and involves the derivative in t.
The LMI condition derived can be interpreted as a generaliza-
tion of the well-known real bounded lemma which plays a cen-
tral role in the stochastic H, theory [14], [25], [17]. Indeed, the
condition gives rise to qualitative information about the solv-
ability of the GDRE. For example, it implies that the solvability
is “convex” with respect to some problem parameters (e.g., the
weighting matrices). It also leads to some comparison theorem
for the solutions to the GDRE. More importantly, the condition
suggests some numerical test of the solvability of the GDRE.
One example is when all the coefficients are time-invariant, it
suffices to check if there is any constant symmetric matrix sat-
isfying the proposed LMI condition. This can be done efficiently
via a semidefinite programming [24], [15].

Let us emphasize again that our results do not assume that the
matrix function R(-) is coercive and/or continuous as commonly
assumed in the literature. In this paper, R(-) is simply required to
be an essentially bounded measurable function, as are the other
parameters of the problem.

The next issue of interest is the asymptotic behavior of the
solution to the GDRE (1) as the time horizon expands to be
infinitely large, and its connection to the so-called generalized
algebraic Riccati equation (GARE) explored extensively in [2]

A'P4+ PA+C'PC+Q—(PB+C'PD+ L)
x(R+D'PD)"Y(B'P+D'PC+L)=0 (2
R+D'PD>0

where all the coefficient matrices are time-invariant. As well-
known GARE corresponds to the stochastic LQ problem in in-
finite time horizon [2]

Minimize
+o0
J(u(-)) :=E /t [z(t) Qz(t)+2x(t) Lu(t)+u(t) Ru(t)] dt
subject to: i
dx(t) =[Az(t) + Bu(t)] dt + [Cz(t) + Du(t)] dw(t)
z(to) =x0 € R”

where an admissible control is such that the corresponding tra-
jectory satisfies lim;_, y o, E[z(¢)'z(¢)] = 0. In other words, the
input controls of the system are assumed to be (mean-square)
stabilizing.

The asymptotic behavior of the differential Riccati equation
in the classical deterministic LQ setting has been largely
studied; see [9]. Although some open problems still remain
[23], the asymptotic theory has been well established [26], [10].
However, the indefinite stochastic LQ case remains unexplored.
In fact, the literature on the subject concerns only the definite
case where there is no noise on the control. The first study can
be traced back to [27], [28]. The paper [1] provides a convex
optimization approach for solving the GARE (2) (with D = 0,
L =0,Q > 0and R > 0). A direct treatment of the infinite
horizon stochastic LQ problem with multiplicative noise both
on the state and the control (C # 0, D # 0) with possibly
singular R > 0 is also given in [1]. A recent paper [16] inves-
tigates the convergence properties of the “linearly perturbed”
deterministic time-invariant Riccati equation introduced in [27]
with positive @) and R.

In this paper we carry out an asymptotic analysis for the in-
definite stochastic LQ case. The results establish the link be-
tween finite and infinite time horizon LQ problems as well as
that between the GDRE and GARE. We show that if the terminal
condition of the GDRE (1) is a feasible point to certain LMI
(which can be examined and solved by existing efficient numer-
ical algorithm), then its corresponding solution exists, which
converges monotonically to some solution of the corresponding
GARE as the time horizon increases to infinity. The conver-
gence to the maximal solution of the GARE is also investigated.
We show that if there exists a terminal condition P(T) = M
(not necessarily positive and may be indefinite) such that the
corresponding solution of the GDRE converges to the maximal
solution of the GARE, then the convergence holds for any ter-
minal condition “larger” than M . In particular, the existence and
the convergence hold for any terminal condition larger than the
maximal solution.

The rest of the paper is organized as follows. In Section II,
we first formulate the indefinite stochastic LQ problem in finite
time horizon and present some preliminaries. Then we show that
the solvability of the GARE is necessary and sufficient for the
existence and uniqueness of the optimal control. Section III is
devoted to the solvability of the GDRE for three different cases.
Some comparison theorems are also obtained. In Section IV, we
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consider the indefinite LQ problem in infinite time horizon and
its associated GARE, carry out an asymptotic analysis for the
GDRE, and establish its link to the GARE. In Section V, we
give examples to illustrate the results obtained. Finally, Section
VI concludes the paper.

II. PROBLEM STATEMENT AND PRELIMINARIES

Notation: In this paper, the following notation is adopted:

Rxm space of all n x m of real matrices;

M transpose of a matrix M

Tr(M) sum of diagonal elements of a square
matrix M

ker(M) kernel of a matrix M;

M| — /Ix(MM);

S” space of all n X n symmetric matrices;

St subspace of all nonnegative definite ma-
trices of 8™;

Ezx expected value of a random variable x

L>(a, b; R™*P) set of all essentially bounded, Lebesgue
measurable and R™*P-valued func-
tions on [a, b].

Given a filtered probability space (€2, F, P; F;), where t €
[0, 7], and a Hilbert space X with the norm || - || x, define the

Hilbert space

LE(0,T; X) = {d)() ‘d)() is an Fy-adapted, X -valued
measurable process on [0, 77,

T
andE/ 6, w)|% dt < +oo}
0

with the norm

T 1/2
lp() 7,2 = <E/0 llp(t, w)||% dt) .

A. Indefinite LQ Problem

The GDRE (1) arises in the stochastic LQ control problem
where the system dynamics is governed by the following linear
stochastic differential equation

dz(t) = [A(D)a(t) + B(t)u(t)] dt

+HO®(t) + D(H)u(t)] dw(t) 3)

where (to, o) € [0, T) x R™ are, respectively, the initial time
and initial state, and w(-) is a given one-dimensional (1-D) stan-
dard Brownian motion on [to, 7']. Note that the results of the
paper can be extended to the multidimensional Brownian mo-
tion case without essential difficulty. An admissible control «(-)
is an R™=-valued, F;-adapted measurable process. The set of all
admissible controls is denoted by U,g.
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Associated with the above dynamics, we consider the
quadratic cost function for (¢g, o) € [0, T) x R™ and
U,() € Uga

J(to, wo; g('))
IE/ [2(8) Q(t)x(t)+-2x(2) L(t)u(t) +u(t) R(t)u(t)] dt

+ Eo[x(T)’Mx(T)]. @)

The solution z(-) of the system (3) is called the response of
the control w(-) € U,q , and (x(-), w(+)) is called an admissible
pair. The objective of the problem is to minimize the cost func-
tion J(to, o; u(-)), for a given (to, zo) € [0, T) x R™, over
all u(-) € U,q. The value function is defined as

inf

V(to, o) = e

J(to, xo; u(-)). 5)

An admissible pair (z*(+), w*(-)) is called optimal if it achieves
the infimum of J(¢g, xo; u(-)). The optimization problem
(3) and (4) is called well posed if V(tg, x9) > —oo, for all
(to, .’L'()) S [0, T) x R™.

Throughout this paper, we make the following assumptions
on the coefficients of the LQ problem (3) and (4)

A(+), C(-) € L=(0, T; R™™)

B(-), D(-), L(-) € L>(0, T; R™*"x)

Q() € L=(0, T; 8™), R(-) € L>(0, T; 8™)
Me S™.

(6)

Note that we have not assumed any definiteness of the above
coefficients. We shall then categorize LQ problems into the fol-
lowing classes. An LQ problem is called

1) definite if [ 219 101> 0, R(t) > 0,ae.t € [0, 7], and
M = 0;
2) singular if [?((tf)), ;‘3((?)] > 0, R(t) > 0 is singular, a.e.
t€[0,T],and M > 0;
3) indefinite if there is no restriction on the definiteness of
[LQ(t), L) | and M.
®) R(¥)

Itis easily verified that in both cases 1) and 2) the LQ problem
is well posed. Moreover, the existence and uniqueness of an
optimal control are guaranteed in the case 1), whereas it is not
true for the case 2) where there may be no optimal control or
infinitely many optimal controls. The general situation 3) is the
most complicated one to analyze, whose solution is the main
objective of this paper.

B. LMI, GDRE and LQ

In our analysis below, the following LMI will play a central
role:

P+ AP+ PA+C'PC+Q | PB+C'PD+L
B'P+DPC+ L | R+DPD

(N
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where P(-) is a continuously differentiable symmetric matrix
function such that

R(t) + D(t) P(t)D(t) >0, ae.t€[0, T], and P(T)< M.

®)
Let us start with the following lemma.
Lemma 2.1: Let S(-) be any continuously differentiable
symmetric matrix function with respect to time and (z(-), u(-))
be an admissible pair of (3). Then, for any g, ¢; € [0, T

E[a:(tl)’SStl)a:(tl) — x(to)/S(to)x(to)]
= E/ 1[3:’(5 +A'S +SA+C'SO)x

+2u'(B'S + D'SC)x + o/ D' S Du](¢) dt
E/tl {x}, S+A'S+SA+C'SC | SB+C'SD
T L B'S+ D'SC | p'sD

« m () dt. ©)

Proof: By Ito’s formula, we have (the argument £ is sup-
pressed)

d(z'Sx) =[z' (S + A'S + SA+ C'SC)x
+2u/(B'S + D'SC)x + v/ D'SDu dt
+ [2(C'S + SC)x + W (D'S + SD)u] dw(t).
Taking integrations and expectations we get (9). &

Now, we establish a link between the well posedness of the
LQ problem and the LMI condition (7) and (8).

Theorem 2.1: 1If there exists a symmetric matrix function
P(.) satisfying (7) and (8), then the LQ problem (3) and (4) is
well posed.

Proof: Using Lemma 2.1 and a simple manipulation we
have, for any u(-) € U,q

J(to, o3 u(-))

T /
=/ [3]
t u
P+A’P+PA+C’PC+Q‘PB+C’PD+L
B'P+D'PC+L | R+DPD
x {i } (t) dt + 2, Pzo + Blz(T) (M — P(T))=(T)]

Z .’IZ’IOP.’L'O

X

Hence, the LQ problem (3) and (4) is well posed. &
Next, we show that a GDRE solution also ensures the well
posedness of the LQ problem and, moreover, provides an op-
timal feedback control law.
Theorem 2.2: 1f the GDRE (1) admits a solution P(-), then
the LQ problem (3) and (4) is well-posed. Moreover, there is a
unique optimal control with the following feedback form:

—[R(t) + D) P(t)D(®)]
x [B(t)' P(t) + D) P(t)C(t) + L(t) |z(¢).

u(t) =
(10)

Furthermore, the value function is given by

V(to, .Z‘o) = .T()P(to)xo, \V/(to, .Z'o) € [0, T] x R". (11)

Proof: This result is proved in [11, Th. 3.2] for the case
when L = 0. But the proof is extended directly to the case
L#0. ¢

The preceding result shows that the solvability of the GDRE
is sufficient for the existence and uniqueness of an optimal con-
trol to the LQ problem. Conversely, we are going to prove that
the solvability of the GDRE is also necessary to the existence
of a unique optimal control. To this end, we first make use of
the main results in [3, Th. 3.1, Th. 5.2] which are summarized
below.

Proposition 2.1 [3]: The following conditions are equiva-
lent.

1) The LQ problem (3) and (4) has a unique op-
timal open-loop control for any initial condition
(to, 370) S [0, T] x R™.

2) There exists a solution P(-) to the following constrained
differential equation (with the time argument ¢ sup-
pressed)

(P+PA+AP+C'PCHQ—(PB+C'PDH+L)
x(R+ D'PD){(B'P+D'PC+ L") =0,

P(T)=M

(R+ D'PD)Y R+ D'PD)Y(B'P+D'PC+ L)
(B P+D'PC+L')=0,

\ R+ D'PD >0, ae. t €0, T]

(12)
where M T denotes the Moore—Penrose pseudo inverse of
a matrix M [21].
Moreover, the set of all the optimal controls with respect to the
initial condition (¢g, zo) € [0, T) x R" is determined by the
following [parameterized by (Y, 2)]:

wy, 2 (1) = — {[R(t) + 'P(t)D(t)]’
x[B(t) P( ) + D) P()C(t) + L(t)']
+Y () - [R(t) + D) P(t) D(t)]
x[R(t) + D(t) P(t)D()]Y (1) } x(t)
+2(t) — [R(t) + D(t) P(t)D(®)]"
X [R(t) + D(t) P(£)D(t)](t) (13)

where Y () € L%(0, T; R™*") and 2(-) € L%(0, T; R"™).

Now, as an immediate consequence of Proposition 2.1, we
have the following.

Theorem 2.3: The LQ problem (3) and (4) has a unique op-
timal control for any initial condition (¢, o) € [0, T) x R"
if and only if the GDRE (1) admits a solution. Moreover, the
optimal control is a linear state feedback given by (10).

Proof: The sufficiency part follows from Theorem
2.2. Now, we prove the solvability of the GDRE (1) as-
suming that the LQ problem has a unique optimal control.
In view of Proposition 2.1 it suffices to prove that the matrix
[R(t) + D(t) P(t)D(t)] is nonsingular for a.e. ¢ € [0, T']. To
this end, let »*(-) be the unique optimal control with respect to
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the initial condition (0, q), which by Proposition 2.1 is given
by

where Y € R™=*™ and z € R+ are chosen to be arbitrary de-
terministic constants. By the uniqueness of «*(+), it is necessary
that

I —[R(t) + D(t) P(t)D(®)]
x [R(t) + D)’ P(t)D()] =0
ae. t€[0, T (14)
Noting that any symmetric matrix M commutes with its pseu-
doinverse MtM = MM [21], we conclude from (14) that

This implies that [R(¢) + D(¢)’ P(¢)D(t)] is nonsingular.

In general, a nonlinear differential equation may admit many
solutions. However, when the GDRE has a solution it must be
unique. In fact, the uniqueness of its solution seems to be in-
herent due to the connection between the GDRE and the LQ
problem.

Corollary 2.1: 1Tf there exists a solution P(-) to the GDRE
(1), then, it must be unique.

Proof: Let Pi(-) and P»(-) be two solutions of (1) with

P (T) = P»(T) = M. Then, by Theorem 2.2, we have

V(to, .Z‘o) :ngl (to)xo = .Z‘()Pg(to)xo
Y (to, o) € [0, T] x R™.

Hence, Pi(-) = Po(-). O

III. EXISTENCE OF SOLUTION TO GDRE

By Theorem 2.2, one only needs to solve the GDRE in order
to solve the LQ problem. The aim of this section is to give
conditions under which the GDRE has a solution. An impor-
tant implication of our conditions is that they identify the set
of all terminal points P(T") = M such that the corresponding
GDREs admit solutions. We will show that this set is convex
and can be described by an LMI set. Another interesting aspect
is that the solvability of the GDRE is “convex” with respect to
the weighting matrices L, () and R.

In what follows, we solve the problem for three different
cases. However, before that, we state the following lemma
which will be used in the sequel.
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Lemma 3.1 (Schur’s Lemma [8]): Let matrices X = X,
Y =Y’ and Z be given with appropriate dimensions. The fol-
lowing conditions are equivalent:

WX -—2zZY-'z'>0, Y >o.

i) D ﬂ >0,

A. Definite Case

The solvability of the GDRE (1) in the definite case is a con-
sequence of the solvability of a more general Riccati equation
(with random coefficients) proved by Bismut [7]. However, we
supply an independent proof here because it is much simpler in
the present case of deterministic coefficients and, moreover, it
is interesting to compare it with those in the singular and indef-
inite cases.

Theorem 3.1: Assume that [?((f)), f-é(é%] >0, R(t) > 0, ae.
t € [0, T],and M > 0. Then, the GDRE (1) has a solution P(-)
on [0, 7] with P(t) > 0,V t € [0, T].

Proof: By the classical ordinary differential equation
theory, the GDRE (1) has a local solution P(-) on some max-
imal interval (t,,,, 7] C [0, T]. Since R(t) > 0, the inequality
constraint in (1) is satisfied automatically at any ¢ when P(¢)
exists. Hence in order to prove that the existence is actually
global on [0, T, it suffices to show that there is no escape
time, or P(-) is uniformly bounded on (,,, T]. To this end,
we are going to show that there exists a positive scalar 3 > 0
independent of ¢,,, such that

0< PSP, VEE (tm, T

First, to see that P(-) > 0 let g € R™ be an arbitrary initial
state of the system (3) starting at a time ¢ € (%,,, T']. Then,
Theorem 2.2 implies

o= o[ [ [8 ]2
+ a:(T)’Ma:(T)} > 0.

Next, let z(-) be a solution to the system (3) corresponding to
the initial (¢, o) and the admissible control «(-) = 0. Then,
Theorem 2.2 implies

20P(t)z0 < E /t 2()0(s)a(s) ds + 2(TY Mz(T)

From the above inequality, and the fact that z(-) satisfies a ho-
mogeneous linear equation, it follows that there exists a scalar
£ > 0 such that x) P(t)xq < Sz(xo. The proof is completed.$

B. Singular Case

In the singular case, the GDRE (1) no longer admits a solution
automatically, as in the definite case. We will give conditions
that ensure the existence.
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Theorem 3.2: Assume that [?((tt)), égi))] >0,ae.te0, 1],
and M > 0. Moreover, assume that either L(¢) = 0 and Q(¢) >
0, Vte [0, T],or M > 0. Then, the GDRE (1) has a solution
P(-)on [0, T| with P(¢) > 0,V t € [0, 1, if and only if

ker R(¢) Nker D(¢) = {0},

ae tel0,T). (15)

Proof: The “only if” part is straightforward. Now, let us
prove the “if”” part and suppose that (15) holds. Let the GDRE
(1) have a local solution on some maximal interval (¢,,,, 7] C
[0, T]. Define P(t,,) as lim;_.;_ 4+ P(t). In fact, this limit is
well defined and can be determined via

x(tm)/P(tm)x(tm)

T
= {L [2:(5) Q(8)24(8) + 224 (s) L)1 (s)

m

+ u(8) R(8)ux(8)]ds + x,. (T Mz, (T)}

where (z.(:), u«(-)) is an optimal pair corresponding to
an arbitrary initial state z(t,,) at the initial time ¢,,. Next,
we show that R(t,,) + D(tm) P(tm)D(t,m) > 0 or, as
P@,,) > 0, that R(t,) + D(t.) P(tm)D(t,y,) is non-
singular. Suppose that there is 0 # xz9 € R"™ so that
[R(ty) + D(tp) P(tm)D(tm)]xo = 0. Then

To[R(tm) + D(tm) P(tm)D(tm)]zo = 0
implying z{ R(t,,)x0 = 0 and z{D(t,,) Pt ) D(tm)zo = 0.
It follows that zg € ker R(t,,) (noting that R(¢,,) > 0) and
hence by (15), D(t,;,)xo # 0 (otherwise, zop = 0 leading to a
contradiction). Consider the system (3) starting at the time %,,
with the initial state D(¢,,)xo. Then, Theorem 2.2 yields

0 =zD(tm) P(tm)D(tm)zo

T
—E { / [ (5 Q(s)a(s) + 224 (Y L{s)ua(s)

+ wy (8) R(8)u.(8)] ds + x4 (T)’Ma:*(T)}

(16)

Indeed, by Ito’s formula, it is easy to see that E[z..(¢)x.(¢)’] sat-
isfies a linear equation on [¢,,, T]. Hence, it will be identically
zero should it be zero at any time instant, contracting to the fact
that z..(t,,) # 0. This proves (17).

To proceed, we consider two cases according to the assump-

tion of the theorem.

Case 1) L(t) = 0, Q(¢) > 0. The equality (16) implies that
the integrand on its right-hand side must be zero almost
surely on [t,,, T]. Since Q(t) > 0, it must hold that
z.(t) =0, P — a.s.,a.e. t € [t,,, T]. This contradicts
(17).

Case2) M > 0. Again (16) leads to z..(T)' Mz.(T) = 0,
P — a.s.. Hence, .(T) = 0, which is a contraction.

Finally, the same argument as in the proof of Theorem 3.1

can be used to show that P(-) is uniformly bounded on (¢,,,, 77,
completing the proof. &

Remark 3.1: The condition (15) is equivalent to the in-

equality R(t) + D(t)’D(t) > 0, which can be checked by
calculating the smallest eigenvalue Anin(R(t) + D(t)' D(t)).
If R(t) = 0, then the condition (15) reduces to that D(-) has
a full column rank almost everywhere or, equivalently, that
D(t)'D(t) > 0,ae.t € [0, 7). On the other hand, if D(¢) =0
(meaning that the control does not enter into the diffusion
term), then (15) is equivalent to the standard positive definite
condition R(t) > 0, a.e. ¢t € [0, T).

C. Indefinite Case

In this section, we consider the general indefinite case. We
will show how we can reduce this case to the definite one.

Consider the following convex set Py; of S™-valued func-
tions, parameterized by the terminal condition M as shown in
(18) at the bottom of the page.

We have the following result.

Theorem 3.3: The GDRE (1) [with the terminal condition
P(T) = M] has a solution if and only if Py # 0.

Proof: 1If the Riccati equation (1) has a solution P, then,

P(T) = M and, by Lemma 3.1, we have

P+AP+PA+OPC+Q‘PB+CTD+L

| R+DPD =0

BP+DPC+L

Namely, P € Py # 0.

where (z.(-), ux(-)) is the unique optimal pair so- Conversely, suppose Py; # 0. Then, take any P € Py; and
lution to the LQ problem on (¢,,, T], with u.(¢) = define
—(R + D'PD)™Y(B'P + D'PC + L')(#)x.(t). Since ) . o )
the initial state x..(¢,,) = D(t,)zo # 0, we claim that Q(P) =P+ A’If +PA+C'PC+Q,
R(P)=R+D'PD
z4(t) #0, P —a.s., VteE [tm, T 17) L(P)=PB+C'PD+ L.
P() [07 T] -8, P(T) <M,
R P+ AP+ PA+CPC+Q ’PB+OPD+L
Puar = — — — >0 (18)
B'P+DPC+1I | R+DPD
R+ D'PD >0, ae.t €0, 7]
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Thus, R(P) > 0. Moreover, Lemma 3.1 yields

Q(P) = L(P)YR(P)"'L(P) > 0.
Now, consider a new Riccati equation

Zp+AZp+ZpA+C'ZpC+ Q(P)
—[ZIBB + C/ZI*)D =+ L(E)][R(P) + D/ZI*)D]_l
[B'Zp+ D' ZpC + L(P)] =0,
R(P)+D'Z3D > 0,
Zp(T) =M — P(T) > 0.

19)

By Theorem 3.1, there exists a unique positive solution Z3(-) to
(19). Define P(-) = Zp(-) + P(-). Then clearly R + D'PD >
0 and P(T) = M. Using equation (19) and some manipulation,
we can easily verify that (-) is a solution to the GDRE (1). ¢

The following two corollaries concern the solvability of the
GDRE (1) with the data M and L, (), and R regarded as param-
eters.

Corollary 3.1: The set of all terminal conditions M such that
the GDRE (1) admits a solution is unbounded from above and
is convex.

Proof: The unboundedness follows from Theorem 3.3 and
the fact that Py, C Py, for any M > M. The convexity is
straightforward by Theorem 3.3. &

Corollary 3.2: The set of all weighting matrices L, ¢ and
R such that the GDRE (1) admits a solution is unbounded from
above and is convex.

Proof: This is straightforward by Theorem 3.3. &

Corollary 3.3: 1If P is the solution to the GDRE (1) with a
terminal condition P(T) = M, then P(-) > P(-) V P(.) €
Phar. B

Proof: Let P € Py be arbitrary and Zj > 0 be the
solution to (19). Then, P = Zp + P solves the GDRE @))
by the proof of Theorem 3.3, and it is the unique solution by
Corollary 2.1. It follows that P — P = Zp 2 0 and the proof is
complete. &

Corollary 3.4 (Comparison Theorem): If Pi(-) and P»(-) are
two solutions of the GDRE (1) with P (T) < P»(T), then

Pi(t) < B(t) Vtelo, T

Proof: This is implied by the fact that Pi(-) € Pp, (1)
along with Corollary 3.3.

Before concluding this section, we compare our results with
those obtained in a preceding paper [11]. In [11], it is proved
that when R is indefinite but C = 0, L = 0, @ > 0 and
M > 0, the GDRE admits a solution if and only if the following
condition holds: there exists K = K’ > 0 such that the standard
deterministic Riccati equation

P+ AP+ PA—PBK 'BP+Q=0 20)
PT)=M
has a solution P satisfying
R+D'PD > K. (21)
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Now, we are going to show that in the special setting of [11]
our general condition Py # P reduces to the condition of [11]
mentioned above. In fact, our condition even leads to a relax-
ation of (20) with the “="" in the first equality of (20) replaced
by “>.” To this end, first let P satisfy (20) and (21). Then, by
Lemma 3.1, we have

P+AP+PA+Q PB
B'P K

}zm P(T) = M.

Since R+ D'PD > K > 0, it follows that

P+ AP+PA+Q PB >0
B'P R+DPD|~
R+D'PD >0, P(T)=M.
(22)

Hence, Pys # @ Conversely, assume that PePy # (). Define
K=R+DPD >0, and

O=P+ANP+PA—PBK'B'P+Q>0.

The above simply means that P solves the following standard
Riccati equation:

P+AP+PA-PBK'BP+Q—-0=0.
Now, let P be the solution to

P+ AP+PA-PBK'BP+Q=0, PT)=M.

Since Q > Q—Q and M > P(T), by the well-known compar-
ison theorem ~for standard Riccati equation (see, e.g., [22]) we
have P(-) > P(-). This, in particular, implies that R+ D' PD >

R+D'PD =K.

IV. ASYMPTOTIC BEHAVIOR OF GDRE

In this section, we carry out asymptotic analysis to the GDRE
(1) and investigate its relation to the GARE which is associ-
ated with the stochastic LQ problem in infinite time horizon.
The asymptotic properties of the GDRE reveal valuable infor-
mation on the evolution of a finite time horizon LQ problem as
the horizon increases. More importantly, the asymptotic anal-
ysis will establish links between the indefinite stochastic LQ
problems in a finite time horizon and the infinite time horizon.
The main result in this section is the convergence of the solu-
tion of the GDRE (1) to the so-called maximal solution of the
corresponding GARE.

Since GARE is to be involved, we need to assume that all
the matrices A, B, C, D, L, Q, R in (3) and (4) are time in-
variant. From now on, we denote by P(-, T') the solution of (1)
with the parameterized terminal time 7". Note that since all the
coefficients of (1) are time invariant, P(¢, T') may exist for t €
(—o0, +00). We are going to study the limit lim,_, ., P(¢, T')
which by time-invariance is equal to limz_;) . 4o (0, T'—1)
or simply limy_, o, P(0, T).
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A. Mean-Square Stabilizability

First, we define the notion of mean-square stabilizability,
which is connected to the stochastic LQ problem for the infinite
time horizon case [2].

Definition 4.1: The system (3) is said to be mean-square sta-
bilizable if there exists a control law of feedback form

u(t) = Kz(t), K e R™*" (23)
with K being a constant matrix, such that for every initial
(t0, x0), the closed-loop system
dz(t) = (A+ BK)z(t) dt + (C + DK)z(t) dw(t)

n (24)

.’L’(to) = Xy, z0 € R

satisfies

: !
tilgloo E[z(t)'z(t)] = 0.
In this case, the control law given by (23) is called a mean-square
stabilizing control.

In the infinite horizon case, the cost function may in general
be unbounded from above in the absence of the mean-square sta-
bilizability, in which case the optimal control problem becomes
ill-posed. Hence the analysis of the asymptotic properties of the
GDRE will be carried out under the following natural condi-
tion of mean-square stabilizability of the system. We will show
that this assumption guarantees the boundedness of the solu-
tions to the GDRE. When there is no noise on the system (i.e.,
C =0, D = 0), this assumption reduces to the well-known de-
terministic stabilizability condition of the pair (A, B).

Assumption 4.1: The system (3) is mean-square stabilizable.

Remark 4.1: The following condition is equivalent to As-
sumption 4.1 [2]: There exists a matrix X and a symmetric ma-
trix X such that

(A+BK)X+X(A+BK)'+(C+DK)X(C+DK)' <0,
X >o0. (25)

Moreover, by the change of variable ¥ = KX and using
Schur’s lemma one obtains an equivalent LMI condition: there
exists a matrix Y and a symmetric matrix X such that

AX + XA +BY +Y'DB’
XC'+Y'D

CX + DY

| <o

(26)

This also provides a mean-square stabilizing feedback control
w(t) = Y X 1z(8).

To prove the boundedness and the asymptotic convergence of
the solutions to the GDRE we will make use of the following

lemma which at the same time gives another equivalent condi-
tion to Assumption 4.1.

Lemma 4.1: The following properties are equivalent:

1) system (3) is mean-square stabilizable;

2) there is a constant matrix K such that the solution of (24)

satisfies E[ [, @(t)'z(t) dt] < 400, for any (to, o).
Proof: That 2)=1) is obvious. To show the opposite im-

plication, suppose that the system (3) is mean-square stabiliz-
able by a feedback matrix K. Denote X (t) = E[z(t)x(t)']
where x(-) satisfies the system equation (24). By Ito’s formula,
X (+) satisfies the following linear differential equation:

X = (A+BK)X + X(A+ BKY

+HC+DK)X(C+ DKY, (27)

X(to) = .1‘0.7}6.
The mean-square stabilizability condi-
tion  limy 4o Ex(t)x(t)] = 0  implies

limy 400 X(t) = limy—q oo E[z(t)x(¢)] = 0. Hence, X (-)
is an asymptotically stable solution to a linear, time-invariant
deterministic system (27). It follows then there exist positive
constants « and /3 such that

X (0)] = |El(@®)a(@)]] < B,
Hence, the desired result follows. &

B. Solvability of GDRE and GARE

In this section, we characterize the solvability of GDRE and
GARE in terms of certain LMI conditions. Define the following
nonlinear operator R from §” x R™"*"= x §™ x ™= to S™

R(P, L, Q, R)
2 AP+ PA+CPC+Q—(PB+C'PD+1L)

x (R+D'PD)"YB'P+D'PC+L"). (28)
Recall that the GARE (2) can be rewritten as
R(P,L,Q,R)=0 and R+ D'PD >0. (29)

Let us define the following subset of S™ as shown in (30) at
the bottom of the page.

The following result shows that any element of the set
Pr, o, r leads to solutions to the GDRE (1) as well as the
GARE (29).

Theorem 4.1: Assume that Pz g r # 0. Then, for any ter-
minal condition P(T") = P with P € Pr.,o, r, the solution
P(:) = P(-, T) to the GDRE (1) exists and is bounded on
(—o0, T]. Moreover, P(t) is monotonically nondecreasing as

AP+ PA+C'PC+Q ‘ PB+C'PD+L

>0

Pror=P=P

R+D'PD>0

BP+DPC+1I

\ R+DPD |~ (- 30)
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time ¢ decreases, and converges to a solution P to the GARE
29)ast — —o0.

Proof: Fix P € Py, ¢ r.Denoteby Zp(-, T') the solution

of the differential Riccati equation (19) with Z;(7, T) = 0.
Denote
Q(P)=AP+PA+C'PC+Q
R(P)=D'PD+R (31)
L(P)=PB+C'PD+L.

Now, Let x(t) = ¢ be arbitrary and consider the following
cost function for the system (3):

"1 4o

To(t, wou(-)) =E /

t

Applying Theorem 2.2, we have

20 Zp(t, TVxo = inf  Jp(t, 2(t); u(-)).
w(-)EU,q
QP) L)

Since the matrix [ ] is nonnegative, for any #; < o

we have

L(P) R(P)

Zf’(tQ’ T) < Zf’(tlﬁ T)’

namely, Z(t, 1) monotonically nondecreases as ¢ decreases.

Observe that by time invariance of the system, Z (¢, T') de-
pends only on (I — t). To be precise, we have the following
equality

Zn(t, T) = Z3(0, T —¢), Vi<T.

Let u(t) = Kx(t) be an arbitrary stabilizing control. Then by
Assumption 4.1 and Lemma 4.1, we have

z0Zp(t, T)xo
= .’IZ()ZIB(O, T — t)

1o
]

[ ’“U"Ul

n
<o ([&] 250 55

+oo
0

< 400

where Apax(G) denotes the maximum eigenvalue of a matrix
G. Thus, Z(t, T) is bounded and nondecreasing as t — —oo.
As a result, the following limit exists

= t_il_noo Zp(t, T)= _lim

Z5(0, T —
T—t—4oo P(()’ t)
which is constant and independent of the terminal time 7". Let-
ting ¢ — —oo in (19), we conclude that Z, satisfies the fol-
lowing GARE:
RZp LD, AP RP) =0,
D'ZyD >
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Now, define P(t, T) = Zp(t, T) + P. Clearly, P(¢t, T) is
monotonically nondecreasing as ¢ decreases, and there exists a
P such that

P= hm Pt,T)=Zp+ P. (34)

Combining (33) and (34) it follows from a simple calculation
that P is the solution of (29). &

The following shows that starting from a terminal state in the
set Pr,, @, r the trajectory of the solution to the GDRE (1) stays
in this set at any time backward.

Corollary 4.1: Assume that Pr, g, r # {). Then for any ter-
minal condition P(T) = P with P € P ¢, g, the solution
P(-) to the GDRE (1) satisfies

P(t) e Pro.r Vi<T. 35)

Proof: By Theorem 4.1, P(t) is monotonically nonde-
creasing as t decreases. Hence, P(t) < 0, V t < 7. The result
then follows from Lemma 3.1. &

The following result, which establishes the equivalence be-
tween the nonemptiness of the set Pr ¢ r and the solvability
of the GARE (29), has been proved in [2, Th. 5.6] (for the case
L = 0) by optimization techniques and a regularization argu-
ment. Here, we give another simple proof via the results just
obtained.

Corollary 4.2: There exists a solution to the GARE (29) if
and only if Pr, o r # 0.

Proof: 1If there exists a solution P to the GARE (29), then
clearly P € Py, g, r in view of Lemma 3.1. Conversely, if
Pr. g, r # U, then Theorem 4.1 applies to yield the solvability
of (29). &

C. Maximal Solution of GARE

Definition 4.2: A solution to the GARE (29) is called a max-
imal solution, denoted by Py.x, if

-Pmax Z P \V/ P € PL,Q,R-

Definition 4.3: A solution P to the GARE (29) is called a
stabilizing solution if the feedback control
—(R+D'PD)~

u(t) = YB'P+D'PC+ L)z(t)

(36)
is mean-square stabilizing for the system (3).

By using the completion of square technique, we show that
a stabilizing solution to the GARE, if there is any, must be the
maximal solution.

Theorem 4.2: The stabilizing solution to the GARE (if there
is any) is unique and coincides with the maximal solution.

Proof: Let P be a stabilizing solution. It then suffices to

show that P,,x < P.To this end, let u(t) = Kz(t) = — (R +
D'PD)~Y(B'P+D'PC+ L')x(t), which is a stabilizing feed-
back control by the assumption, and z(-) be the corresponding
state trajectory starting from x(tg) = xo. By stability we have
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lim; 4o E[z(t) z(¢)] = 0. Applying Lemma 2.1 with S(¢) =

P, we have

+oo
E [ [2(t) Qz(t) + 22(t) Lu(t) + w(t) Ru(t)] dt
=xz(Pro — lim E[z(t) Pz(t)]

t——oo
+oo
+E / [u(t)— Kz(t)] (R+D'PD)[u(t)— Kz(t)] dt
to
= .’IZ’IOP.’L'O
Now, applying Lemma 2.1 with S(¢) = P,ax and using the
same manipulation as above, we get

o0

xoPzo = E/ [2(8) Qx(t) + 2x(t) Lu(t) + u(t) Ru(t)] dt

to

o0
= xi)-PmaxxO + E/ [U,(t) - Kmaxx(t)]/
1

-(R+ D’anDg [u(t) —

!
Z xo-PmaxxO

Koaxx(t)] dt

where Kpax = —(R + D' Ppax D) (B Puax + D' PraxC +
L’). The above inequality shows that P > P, as the initial
condition xq is arbitrary. &

Before going further in the analysis of the asymptotic conver-
gence of the GDRE to the maximal solution to the GARE some
important remarks are in order.

Remark4.2: The maximal solution or the stabilizing solution
(if it exists) can be determined numerically by the following
semidefinite programming [2, Th. 5.6]:

max Tr(P)
subject to
AP+PA+C'PC+Q ‘ PB+C'PD+ L
=0,
BP+DPC+L | R+DPD
R+D'PD > 0.
(37)

Remark 4.3: The importance of the maximal solution to the
GARE is that it corresponds to the optimal cost value for the
infinite time horizon LQ problem. In other words, while there
may be many solutions to the GARE, it is only the maximal
solution that is interesting to us in view of the LQ problem.
Moreover, the maximal solution gives bounds to the optimal
cost value for the finite horizon case. Indeed, by virtue of the
comparison theorem (Corollary 3.4), the solution to the GDRE
with a terminal condition P(T) < Ppax has an upper bound
P,ax whereas that with a terminal condition P(T) > P, has
a lower bound P ax.

The following theorem has been proved in [2, Ths. 5.3, 5.4]
for the case L = 0, by using a duality analysis for an associated
semidefinite programming problem. For the general case L # 0
while the proof there appear to be extendible, we supply here a
different (but simpler) proof based on the asymptotic analysis
of the corresponding GDRE.

Theorem 4.3: Assume that the set Pr_¢g, g has a nonempty
interior, i.e., there exists P such that ’R(I:’, L,Q, R) > 0and

D'PD + R > 0. Then, the GARE (29) admits a stabilizing
solution.

Proof: Let P such that R(P, L, Q, R) > 0, D'PD +
R > 0. Consider Z(-), which is the solution to (19) with the
terminal condition Z;(7") = 0 (which exists by Theorem 3.1).
As in the proof of Theorem 4.1, we see that Z(¢) nondecreases
and asymptotically converges (as ¢ decreases to —oo) to some
constant symmetric matrix Z 7 that solves the following GARE:

R(Zp, L(P), Q(P), R(P)) =0, R(P)+D'ZyD >0

where Q(P), (P) and L(P) are defined as in (31).
Now, since P = Z + P solves the GARE (29) and

[R(P)+ D'ZpD| B’ Zp + D'ZC + L(P)
=(R+D'PD)Y(B'P+DPC+1L)

it suffices to prove that the feedback control law
u(t) =

is mean-square stabilizing. To this end, first observe that Z P s
positive definite

—(R(P)+D'ZyD| (B’ Zp+ D' ZpC + L(P)]2(t)

whZ p0 ngZj»(S)xO/ .
== [ o] |25

Define Ky = —[R(P) + D'ZpD) }B'Zp + D'ZpC +
L(P)']. Then, K}, satisfies

fzgﬂ [ﬂ (t) dt > 0.

(A+ BKp)Zp+ Zp(A+ BK})
+(C+DK) Zp(C+ DKp)
= —Q(P) - K4LL(P) — L(P)Kp — K4, R(P)K},
. Py L(P)][ I
B {Kﬁ} [L(P) R(P )} [Kﬁl %)

L(P)
R(P)

QP

Since | KIP] has a full column rank and [ Py ] is positive

definite we have

(A+BKI~))/713+713(A+BK13)
+ (C+ DKIB)IZIB(C—FDKIB) <0

which by Remark 4.1 implies that «(t) = Kpx(t) is mean-
square stabilizing and the proof is complete. &
The following result establishes the existence of the maximal
solution to the GARE (29).
Theorem4.4: LetQ = @', R = R’ and L be given such that
Pr. o, r # 0, then the GARE (29) has a maximal solution.
Proof: This can be proved by using Theorem 4.3 and a
regularization argument as in the proof of [2, Th. 5.6]. &

D. Asymptotic Analysis of GDRE

Theorem 4.1 gives a convergence of the solution of the GDRE
to a solution of the GARE. This, however, is not sufficient since,
as mentioned earlier, only the maximal solution of the GARE is
important in terms of ultimately solving the LQ problem. In this
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subsection we present the main results of this section, namely,
the convergence of the solution of the GDRE to the maximal
solution of the GARE.

First, we need a few lemmas.

Lemma 4.2: Assume that

|:Ql Ll:| < |:Q2 L2:|
Lll Rl - L/2 RQ

and Pr, @, r, # (). Then, there exist P; and P> satisfying
R(Py, Ly, Q, Ry) =0,

R(P2, Lo, Qa2, R2) =0,
P, < P,.

Ri+D'PD>0
Ry+D'PoD >0
(39)

Moreover, P; and P, are the maximal solutions of their respec-
tive GARE:s.

Proof: This can be proved by using Theorems 4.3 and 4.2,
and an argument similar to that in the proof of [2, Lemma 5.1].$>

The following lemma was first proposed in [16], but only for
the case when there is no multiplicative noise on the control (i.e.,
D = 0) and the weighting matrices are such that L =0, Q > 0
and R > 0 (namely, a standard definite LQ case). Here, we
present the result in a general setting.

Lemma 4.3: Let @ = Q', R = R’ and L be given. Assume
that the solution P(-) of the GDRE (1) exists on (—oc, 77 and
for some ¢ < 7 there is a neighborhood &() of ¢ such that
P(¢) is monotonically nondecreasing (resp. nonincreasing) as ¢
decreases in §(#). Then, P(t) is monotonically nondecreasing
(resp. nonincreasing) as ¢ decreases in (—oo, .

Proof: In view of Corollary 3.4 and the time-invariance,
the same argument in the proof of [16, Lemma 5.3-(ii)]
applies. &

Lemma 4.4: Let M be an arbitrary symmetric matrix such
that R + D'M D > 0. Then there exists an v > 0 such that the
following GARE

R(P, L, Q+ «l, R) =0, R+D'PD>0
admits a symmetric solution P, with P, > M.

Proof: Tt can be easily seen that given M = M’ there ex-
ists a sufficiently large o« > Osuchthat R(M, L, Q+al, R) >
0. This, along with the assumption that R + D’ M D > 0, leads
to the existence of the maximal solution, P, to the GARE

R(Py, L, @+ «al, R) =0, DP,D+R>0
by virtue of Theorem 4.4. Finally, P, > M follows from the
maximality of P,. &

Define

My o.r2{M=M3PePp o gsuchthat M > P}.
(40)
Theorem 4.5: Assume that Pr g r # @ and let
M € M;, g, r be given. Then there exists M > M such that
the GDRE (1) with the terminal condition P(7") = M admits
a solution P(-) on (—oo, T]. Moreover, P(t) is monotonically
nonincreasing as ¢ decreases, and converges to the maximal
solution to the GARE (29) as t — —oxc.
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Proof: By Lemma 4.4 there exists « > 0 and P, such that

R(P,, L, Q+al, R)=0, D'P,D+R>0

and P, > M. Let M= P, and consider the GDRE

P+R(P L, Q R =0, R+DPD>0

with the terminal condition P(T) = M. This equation must
have a solution P(-) on (—oo, T7] in view of Theorem 4.1 and
Corollary 3.1. Notice that at time 7" the above GDRE specifies
as P(T) — oI = 0. Hence P(T) > 0 in a neighborhood of 7".
It follows from Lemma 4.3 that P(¢) is monotonically nonin-
creasing as t decreases in (—o0o, T']. Now, let P, be the max-
imal solution to the GARE (29). Then, Lemma 4.2 implies that
P(T) > Ppax, Whichin turn yields that P(¢) > Ppyax by Corol-
lary 3.4. Since P(t) is nonincreasing and bounded below as ¢
decreases, the limit limy_._., P(t) = P exists and P is easily
seen to be a solution to the GARE (29). Moreover, P > Piax.
By the maximality of P,,,x we conclude that P = Pr.x. The
proof is complete. ¢

Finally, the following theorem stipulates that Theorem 4.5
still holds for any terminal condition “larger” than the maximal
solution of the GARE. More generally, if there exists some ter-
minal condition P(T) = M such that the corresponding so-
lution to the GDRE converges to the maximal solution of the
GARE, then the convergence still holds for any other terminal
condition larger than M.

Theorem 4.6: Let P,.. be the maximal solution to the
GARE (29). Then, the GDRE (1) with a terminal condition
P(T) > Ppax admits a solution P(-), and P(t) converges to
P ast — —oo. More generally, if a solution of the GDRE
(1) with a terminal condition P(T") = M converges to Pp,ay as
the time goes to —oo, then any solution of the GDRE (1) with
a terminal condition P(7T") > M also converges to Py,ax-

Proof: Let P(:) be a solution to the GDRE (1) with
P(T) = M > Ppax, which exists by Theorem 4.1 and Corol-
lary 3.1. Theorem 4.5 yields that there exists M >M > Pax
such that I:’(t) converges to Ppax as t — —oo, where I:’()
solves the GDRE (1) with the terminal condition P(T)) = M.
Now, Corollary 3.4 implies that

P(t)> P(t) > Paax, Vt<T.

Hence, the first part of the theorem follows from the fact that

lim; o P(t) = Pyax. The second part of the theorem can be

proved similarly. &
V. ILLUSTRATIVE EXAMPLES

In this section, we present two examples to illustrate the re-
sults obtained. Consider the following 1-D LQ problem with
constant coefficients a, b, ¢, d, m, q, r

Minimize
J=E { [ gz (£)? + ru(t)?] dt + ma:(T)Q}

subject to
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{ dz(t) = [ax(t) + bu(t)] dt + [ex(t) + du(t)] dW (t)
x(to) = xo.

Before going further, let us see how Assumption 4.1 translates
into. By Remark 4.1 the mean-square stabilizability is equiva-
lent to the following condition: There exists a scalar & € R,
such that f(k) = d?k? 4+ 2(b + cd)k + (¢® + 2a) < 0 or that
the maximum of the function f (k) is negative. This leads to the
following inequality:

(41)

2ad? — 2bed — b < 0. (42)
Example 6.1: Consider the case where the coefficients of the
system satisfy b 4+ cd = 0,d # 0, 2a + ¢ < 0. It is easy to
verify that in this case (42) holds.
Assume that the weighting constants in the cost function are
chosen from the following set:

{(m, g, Mr(2a+c?) —qd* <0, —— < m}

5 < (43)

The GDRE (1) reads

=m, and 7+ d’p(t) > 0.

(44)
With the data (m, ¢, ») satisfying (43), it is easy to see that
there is a p > —(r/d?) such that p € Pr,o,r C Pur. Hence
Theorem 3.3 yields that the above equation admits a solution.
Indeed this solution can be explicitly obtained as

p(t) = —(2a+F)pt)—q, p(T)

p(t) = <m +

4> o—are)t-T) _ 1
2a + 2

2a + 2’

where it can be directly verified that 7 + d?p(t) > 0, V¢ < T.
Now, lim;— oo p(t) = —(gq/(2a + ¢*)), which is exactly the
maximal solution of the corresponding GARE

(2a+cA)p+q=0, r+d*p > 0.

Example 6.2: Now, assume that the system satisfies (42) and

(d%q + 2ar + *r)* — 4qr(2ad® — 2bed — b*) > 0

The above condition means that the equality part of the GARE

(2ad® — b? — 2bed)p® + (d*q + 2ar + Pr)p+qr =0
admits two real solutions, say p; and ps. If the control weight
7 is such that 7 + d? min{p;, po} > 0, then max{p;, p2} is
the maximal solution to the GARE and the set Pr, ¢, r is ex-
actly the interval [min{p;, ps}, max{p1, p2}|. Moreover, for
any terminal condition p(T) = m > min{p;, pz}, Theorem
4.1 implies that the corresponding solution to GDRE exists and
nondecreasingly converges to a solution of the GARE, which
in the present case must be max{py, p2 } for there are only two
solutions to the GARE.

Let us look at a specific case with the following parameter
values: a = —(1/2), b= -3,¢=1,d=2,9g =8, = =5,

whereas m not yet fixed. The corresponding GDRE and GARE
are

-8,  p(T)=m,

p(t) — 5> 0,

p? — 32p +40 =0,
respectively. The solutions to the GARE are p; = 16—6+/6 and

pe = 164 6+/6. The maximal solution to the GARE is therefore
Pmax = 16 + 6+/6. The GDRE can be rewritten as

_ (p(t) =16 +6V6)(p(t) — 16 — 6v/6)

H(t
P) 4p(t) — 5 (45)
By examining the sign of the function f(v) = ((v — 16 +

6v/6)(v — 16 — 64/6)/4v — 5) it can be easily seen that p(t)
nondecreasingly converges to 16+61/6 when 16 —61/6 < m <
16 + 6/6, whereas p(t) decreasingly converges to 16 + 66
when m > 16 + 61/6.

VI. CONCLUDING REMARKS

In this paper, we have characterized the solvability of a gen-
eralized differential Riccati equation, which is crucial to solving
the indefinite stochastic LQ control problems that were first put
forth in [11], in terms of a parameterized (the time ¢ being the
parameter) LMI involving the derivative in ¢. The condition we
obtained reduces to the one given in [11] in the special setting
of [11]. Moreover, it gives rise to qualitative information on the
solvability with respect to the problem data.

From the computational point of view, the generalized dif-
ferential Riccati equation is much harder than the generalized
algebraic Riccati equation for which a systematic numerical ap-
proach was proposed in [2]. Solving the parametrized LMI pro-
posed in this paper appears to be a big challenge to researchers
in both control and mathematical programming areas.
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