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AN EXTREMAL TRANSFER THEOREM

Pavlina K. Jordanova

In this paper we investigate the asymptotic behaviour of a sequence of random indexed
maxima associated with a scale-transformated point process. The initial point process
consists of points whose first coordinates represent time and whose second coordinates
are space. The inter arrival times are independent identically distributed random
variables whose distribution tail is regularly varying with index 8 € (0,1). The
distribution function of the space points has regularly varying tail, too, with exponent
a > 0. Here is proved that such a sequence of random processes converges weakly
to composition of an extremal process whose univariate marginals are Fréchet with
exponent « and a hitting time process of 3-stable Levy motion.

1. Introduction. There are several works on random sums, renewal counting
processes and related questions. Grandel [6] deals with the total claim amount process
and ruin under very general conditions. In [7] he gives an overview of the corresponding
theory of Mixed Poisson processes. A recent textbook treatment of random sums is
Gnedenko and Korolev [5].

This paper contains analogous result of Dobrushin’s Theorem 3.1.2 in [5] for random
indexed maxima. We call it Transfer Theorem, because it describes conditions providing
the transfer of convergence property from the maxima of non-random number of variables
to the maxima of random number.

Furrer, Michna and Weron [4] use random sums when looking at weak approximation
of a risk process by a-stable Levy motion with drift. They find estimation from above
for the probability of ruin in the heavy tailed case. When we tried analogously to find
assessment from below we had needed theory for random indexed maxima. So we got
to the idea of this paper. The application of these results to the ruin theory will appear
later.

The paper is organized as follows: in §2 we remind the main concepts used further,
§3 contains description of the model and in §4 the main result is formulated and proved,
and some properties of the limiting process are given.

2. Preliminaries. Throughout this paper M|0, c0) is the space of starting at zero,
non-decreasing, right-continuous functions with finite limit on the left. All discussed here
random processes have sample paths in M0, c0). We consider random variables that are
defined on a given complete probability space (£2,.4,P) with filtration (A;);>0 and we

assume that all P - null sets of A are added to Ay. Let = stand for weak convergence

fdd
of random processes as random elements of M[0,00), — for weak convergence of
n—oo
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their finite dimensional distributions (fdd) and ~%, for weak convergence of their one
n—oo

dimensional marginals. We denote by fad equality of all fdd’s and by < equality in

distribution.

Definition 2.1. We call the random process X : [0,00) — [0, 00) selfsimilar with
exponent « if its fdd satisfy the equality

(1) X(st) "L EX(s) ¥t > 0.

Particularly, X(t) fdd YEX(1).

Definition 2.2. For every random process {X(t)}1>0 in M[0,00) we define the hit-
ting time process or first passage time process of {X(t)}+>0 in the following way:

T(x) =inf{t >0:X(t) >z} =sup{t > 0: X(t) < «a}

By Corollary 2.2.2 of [8] if X is selfsimilar with exponent § then 7 is selfsimilar, too
with exponent 1\3. If the process X is stochastically continuous then the process 7 is
also stochastically continuous.

Definition 2.3. A random process X : [0,00) — [0, 00) with the properties:
) X(0) * 0;
b) it has stationary increments;
¢) it has independent increments;
is called a Levy process.

Remark: If we consider a process with additive increments, we speak on Levy process
in the sum-framework. Analogously if the process has max increments, it is a Levy process
in the max-framework.

Definition 2.4. A Levy process X : [0,00) — [0,00) in the sum-framework, whose
increments are stable random variables with index « is called a-stable Levy motion.

Henceforth by {Ss(t)}+>0 we denote a (-stable Levy motion.
The next statement is very useful when we have to prove weak convergence of random
processes. Its proof can be found in [2], Theorem 3.

Theorem 2.5. Let {X,, }nen be a sequence of stochastic processes, whose path func-
tions lie in M0, 00). If
a) X, 294 x;
n—oo
b) X is stochastically continuous,
then X,, = X, in the Scorohod topology.

3. Description of the model. To make things clear, we use point pocesses. Here
and below under a point process N/ we understand the collection of random points

(2) N = {(Jg, Xp) : k> 1},

J1, J2, ... are non-negative independent and identically distributed (iid) random vari-
ables, whose distribution function (df) G belongs to the strict domain of attraction (DA)
of some stable law with index 3, 8 € (0,1). This means that there exists a slowly varying
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function L(n), such that
Ji++ A, g
YnL(n) n—e”
where the distribution of Sg is stable with index §, briefly G € DA(S3). If additionally
Tn(t) := Ji+- -+ Jny and T5,(0) := 0, than it is well known that there exists a regularly

varying function b(n) with index %, briefly b € RV%7 such that
Tn(t) tdd
Ss(t
b(n) n:;o ﬁ( ),
Note that {Sg(t)}+>0 is stochastically continuous with sample paths in M([0, c0)). We

can also say that it has stationary independent incrementsit and is selfsimilar with ex-
ponent 1\(.

By Seneta [11] if b(t) = {/[{]L([t]), then there exists b € RV3 such that
(3) b(b(s)) ~ s as s — .
We denote the renewal function maz{n >0: J; +---+ J, <t} by N(¢) and the hitting

time process of {Sg(t)}+>0 by E(t). The following result, due to M. M. Meerschaert,
H.P.Scheffler (Theorem 3.6 of [9]) is the main tool of this paper:

Theorem 3.1. In the considered model
N(nt) taa
_

b(n) n—oo

(4) E(t).

Note. By the definition of E(t), we can conclude that it is stochastically continuous

N(nt)

with monotone sample paths. The path functions of the processes 5 are in M0, 00).
n

Combining this with (4) and using Theorem 2.5, we get the convergence

(5) MﬁE(t), as n — oo in M([0,0)).

b(n)
Finally let us describe the space points { X, }nen in (2). We suppose them iid r.v’s with
common df F'(x), which has the property:

FeRV_,, a>0.

t
Further we will prove that for the time changes 7,,(t) = —, there exist space changes
n
t
Un(t) = ——
"0~ By
ated with the point process
(6) No = {(m(Ji), un(Xg)) : k> 1} neN,
converges weakly to the composition of an extremal process Y, with Fréchet’s univariate
marginals and the hitting time process E.

, where B(n) are positive numbers, such that the extremal process associ-

4. The main result.

Theorem 4.1. In the considered model there exists a sequence {B(n)}nen such that

N(nt) X,
{Vun(Xp) () <t} = \/ B Y. (E(1),
k k=1
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where Y, is an extremal process with Fréchet one-dimensional marginals with exponent o
and E is the hitting time process of the strictly stable one-sided Levy motion {Sg(t)}i>0-

Moreover: a) when n — oo

B(n) ~ F~ <1 — %) S RVgOﬁl.

b(n)
where b € RV is defined in (3);
b) The processes Y, and E are independent.

Proof. F € RV_,. By Resnick’s Invariance Principle for maxima — Theorem 4.20 of

[10], if
]
(7) vty =4 (V (Xe—an)/by t>n"
(X1 —an)/b,  O<t<n
then
(8) Yu(t) = Ya(t) in M0, 00)

and {Y(t)}+>0 is an extremal process generated by Fréchet univariate marginals. Fur-
thermore a,, ~ 0 and

1
(9) bY ~ F (1 - E) € RV,-1.

Since E(n) converges to infinity when n — oo, then

(10) Y5 () = Ya(t) in M0, c0).

Note that Ji and X}, are independent. The processes Y, and N(¢) are independent and
hence it follows from (10) together with (5) that we also have

N(nt)
(11) (Y5 (1), E(—n)} = {Ya(t),E(t)} as n— oo
in Jp-topology of Scorohod and hence also in the weak topology of M]J0,00). Since
the process {E(t)}nen is not strictly increasing Theorem 3.1 in Whitt [12] does not
apply, so we can not prove convergence in Ji-topology. Instead we use Theorem 13.2.4
in Whitt [13], which applies as long as © = E(t) is a.s. strictly increasing whenever
Yo (z)£AY o (7). This condition is easily shown to be equivalent to the statement that
the independent processes {Sg(t)} and {Y,(x)} a.s. have no simultaneous jumps, which
is easy to check. So the composition is stochastically continuous and we can apply
Continuous Mapping Theorem — (see Billingsley [1] Th. 5.1 and Th. 5.5). This fact
together with (7) and (10) leads to

N(nt
(nt) X fdd N(nt)

(12) By Yy (=) = Ya(E(t)) as n — oc.
k=1

This is the first part of our conclusion.

From (7) with a, ~ 0 and (12) B(n) = b7 .

Substituting (9) in the last equality we
get
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1
Bn)~F~[1—=—], n— o0
o~ (1- 7]

_ 1
So we proved the asymptotic equivalence in a). Since F' € RV_,, then = € RV, and

its inverse F~(1 — 1) is regularly varying with index 1. Let us remind that b was RVjg.
The function in a) is composition of b and F— (1 — %), so it is RVs.

b) {Xk}ren and {Js}sen are independent. Y, depends on X ;nd does not depend
on J. Analogously, the random process E depends on J and does not depend on X.
Two random processes are defined on the same probability space, this is why they are
independent. [

Theorem 4.2. In the considered model the limiting process Yo o E is
a) selfsimilar with exponent fa~1 i.e.

(13) Y. oE(st) Y ¢/5°Y, o E(t)

and Yo o B(t) Y 7Y, 0 B(1) Y ¢77Y.(S;7);

b) stochastically continuous.

¢) For all x > 0 its one dimensional marginals are
2 (—xm Py

P(YaoB(t) <z) = 7;) T(1+nf)’

Proof. a) By the definitions of {N(¢)} and {J,} and by the note after Theorem
3.1 we know that (5) is fulfilled and {E(¢)}+>0 is the hitting time process of the strictly
B-stable Levy motion {Sg(t)}+>0. By Proposition 3.1 of [8] we know that {E(t)}:>0 is a
selfsimilar process with exponent 8. Note that {Y.(¢)}i>0 is selfsimilar with exponent
1/a. So, because the composition of selfsimilar processes is again a selfsimilar process
with exponent the product of the both exponents we get that Y, o E is selfsimilar with
exponent Ba 1. Now (13) follows by (1).

b) As a composition of two stochastically continuous processes Y, oE is stochastically
continuous.

¢) P(Ya o E(t) < 2) = P(Ya 0 E(1) < —=) =

B € (0,1);

x
Vit

»

P(Ya(2) < ——=)dP(E(1) < 2) =

—— 80— 8o~—38

T
V8

exp{—z( Jgﬁ)a}dP(E(l) <z)=

exp{—zt’z"*}dP(E(1) < z) =

0
= Eexp{—t’27“E(1)} = Eexp{—-t’z7%(S5) "},
where the last equality follows by Corrolary 3.2,(a) in [9].
In [3] is shown that (Sg)~7 is Mittag-Leffler distributed. So, we completed the

proof. [
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Remarks. 1. In c) for § = 0 we get the exponential law and for § = 1 we get the
degenerate law.

2. When a = 3 the sample paths of the composition of Y, and E are straight lines
with random slope.
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EOJHA EKCTPEMAJIHA TEOPEMA 3A ITPEHOCA

ITaBauna K. ﬁopﬂaHOBa

B cratuara ce m3cieBa aCHUMITOTMYHOTO IIOBEIEHUWE HA PEUIA OT CJIyYailHO WH-
JMEKCUPAaHN MAKCUMYMHM, ACOIMUPAHU C MAIadHO TPaHCHOPMHUPAH TOYKOB IPOIIEC.
M3X0HUAT TOYKOB HPOIEC C€ ChCTOU OT TOYKU, IUUTO IIbPBU KOOPANHATH IIPEJICTAB-
JISTBAT BPEMETO, & BTOPHUTE — MPOCTPAHCTBOTO. MOMEHTHTE OT BpeMe ca HEe3aBUCHUMH,
€/IHAKBO PA3NpeIe/IeHH CIyYallHi BeJTUINHA, 9UATO (DYHKIIN Ha PA3NPEIe/ICHIe NMa
NPABUJIHO M3MEHsIIIA ce onaiika, Ho ¢ uaaekc 8 € (0,1). B crarusra jokassame, e
€/lHa TaKaBa PEJHIa OT CIyYallHU IPOIECH € CJ1abo CXOASAIA KbM KOMITO3HUIUS Ha
E€KCTPeMaJIeH MPOIIEC, TeHepUpaH OT eaHoMepHN MapruHaau na Pperre ¢ ekcrroHeHTa
¥ MOMEHTA Ha JOCTUTaHe Ha JIaJIEHO HUBO OT (-yCTOWYMBO JBUXKEHUE Ha JIeBu.
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