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Chapter 1

Introduction

The thesis lies at the intersection of discrete mathematics, linear algebra, and probability theory.
It is structured in two parts, each centred essentially on a structural equivalence problem: the
first concerns functions (and matrices), while the second concerns stochastic processes. Although
originating in different mathematical areas, at their very core both parts investigate some form of
structural-equivalence problem and share the common theme of understanding when two mathe-
matical objects, be it functions, matrices or stochastic processes, should be regarded as equivalent,

under natural transformations.

The first part of the thesis studies a functional extension of the classical principal minors and
diagonal similarity problem from linear algebra (cf., [44]). The second part develops a norm-
dependent correspondence between self-similar Markov processes and Markov additive processes in
a general Banach spaces, together with several applications to multidimensional stable processes
and reflected diffusions. The results obtained in each part extend existing theories beyond their

previously understood settings as well as reveal new mathematical structures.

The classical principal minors and diagonal similarity problem plainly asks to what extent a square
matrix is determined, up to diagonal similarity, by its principal minors. This question has a long
history in linear algebra and has been studied from various perspectives. A complete understanding

of the transformations that preserve principal minors has been achieved in several important cases.

More recently, functional analogues of this problem have emerged, motivated by applications in
probability theory and random matrix theory. In this setting, one replaces square matrices by bi-
variate functions defined on an abstract set and introduces the notion of determinantal equivalence.
This relation generalises the matrix problem while introducing new challenges, particularly when

symmetry assumptions are removed. Indeed, previous work (cf., [59]) established a classification



of determinantal-equivalence-preserving transformations in the symmetric setting, where the un-
derlying functions satisfy a natural symmetry condition. In that case, the classification relies on
algebraic identities that follow directly from the determinantal structure. It was left as an open
problem to extend this classification in the absence of symmetry. The first main contribution of
the thesis is a resolution to this question. A counterexample disproving the conjecture proposed in
[59] regarding the general case is first constructed, and subsequently we solve the conjecture under
additional minor assumptions that preclude such counterexamples. We note that when restricted

to finite domains, the result actually recovers the classical matrix problem as a special case.

A distinctive feature of the above work is the methodology. The proof uses novel techniques which
avoid linear algebra entirely; instead it relies on elementary combinatorial arguments together with
a novel analysis of algebraic identities associated with cycles in graphs. In particular, by exploiting
structural relations between 3-cycles and 4-cycles, the argument reveals a hidden combinatorial
structure underlying the problem. This leads to a proof that is both conceptually transparent
and broadly accessible, while addressing a problem that has been traditionally and previously
been approached using technically-heavy matrix-theoretic/linear-algebraic methods. This piece of
mathematics therefore contributes to the understanding of a classical problem in matrix theory in

a broader functional setting.

The second part of the thesis concerns self-similar Markov processes (ssMps) and their relationship
with Markov additive processes (MAPs). In dimension one, Lamperti’s transform (cf., [41]) estab-
lishes a bijection between positive self-similar Markov processes and Lévy processes, providing a

powerful structural description that has been widely exploited in probability theory.

This correspondence has since been extended in several directions, including real-valued ssMps
(cf., [13]) and Euclidean multidimensional settings (cf., [1]). However, existing results are typically
tied to specific norms or geometric structures, such as the Euclidean norm on RY. This raises a
natural question: to what extent does the Lamperti-type correspondence depend on the choice
of norm, and can it be formulated in greater generality? Another contribution of this thesis is
then the establishment of a norm-dependent correspondence between ssMps taking values in an
arbitrary Banach space and MAPs. We show that for any choice of norm on the state space,
one obtains a one-to-one correspondence between ssMps and MAPs. Besides formally proving this
correspondence, the thesis provides a detailed study of several concrete examples that illustrate
its consequences and which extend known theory naturally to the higher dimension. In particular,
we analyse multidimensional reflected diffusions and multidimensional stable processes that are
killed upon exiting cones or reflected at the boundary of the positive orthant. In each case, we
characterise the associated underlying MAP and investigate how its properties depend on the choice

of norm. These examples reveal new phenomena that do not arise in one-dimensional or Euclidean



settings, and include MAPs with boundary behaviour encoded through reflecting conditions in their
generator, as well as killing rates that are path-dependent. These applications, developed in the
later chapters of the thesis, serve both as illustrations of the general norm-dependent ssMp—MAP

correspondence, as well as independent contributions to the theory of stochastic processes.

We first consider multidimensional stable processes killed upon exiting the positive orthant or
more general cones. Unlike the one-dimensional setting where killing occurs at a constant rate,
the multidimensional case exhibits position-dependent killing rates. We derive explicit formulae for
these rates and characterise the jump structure of the associated MAPs, with particular emphasis
on norms that yield ‘nice’ closed-form expressions. Specifically, this study provides a natural high-

dimensional extension to the theory developed in [10].

We then study reflected stable processes in the orthant, both with jump-reflection and continuous
(Skorokhod) reflection. The associated MAPs exhibit structural features that have not previously
been analysed, including boundary conditions. We provide a detailed characterisation of these
MAPs and we also conjecture a decomposition principle that extends a well-known result in dimen-

sion one (cf., [39]) to higher dimensions.

Finally, we examine the case of reflected Brownian motion in the orthant. Although Brownian
motion represents a classical example of a self-similar process, the analysis of its underlying MAP
in a norm-dependent framework leads to substantial computational challenges. We overcome these
difficulties and, in a special low-dimensional case, derive an explicit (modulated) stochastic differ-
ential equation satisfied by the MAP. This example highlights the flexibility of the general theory

to not just the archetypal pure-jump stable-process setting but to the diffusion setting as well.

The remainder of the thesis is organised as follows. Chapter 2 collects preliminary material and no-
tation used throughout the thesis. This includes background results on determinantal equivalence,
graph-theoretic notions, self-similar Markov processes, Markov additive processes, and relevant
tools from the theory of Lévy process and stochastic calculus. Chapter 3 is devoted to the study
of determinantal equivalence for functions. We establish our main classification theorem, discuss
its relationship with previous work, and present counterexamples illustrating the necessity of the
hypotheses. Chapter 4 develops the norm-dependent correspondence between ssMps and MAPs in
Banach spaces. Chapters 5 and 6 then apply this correspondence to multidimensional stable pro-
cesses Kkilled or reflected in cones and orthants, characterising the associated MAPs and exploring
their norm-dependence. Chapter 7 studies the case of reflected Brownian motion in the orthant

and derives explicit descriptions of the associated MAP in special cases.



Chapter 2

Preliminaries

The function of this chapter is to provide a single, centralized reference where all the primary
definitions, notations, and known background results used throughout the thesis are collected and
presented together for easy review. No results in this chapter are original. Its main purpose is to

provide a self-contained reference for the concepts and tools appearing in subsequent chapters.

The chapter is divided into two main parts, corresponding to the two themes of the thesis. Sec-
tion 2.1 concerns determinantal equivalence and the associated graph-theoretic language. Sec-
tion 2.2 introduces self-similar Markov processes, Lévy processes, Markov additive processes, and

the Lamperti-type correspondences that motivate the more probabilistic part of the thesis.

2.1 Determinantal Equivalence and Graph-Theoretic Preliminar-
ies
2.1.1 Determinants and Principal Minors

Let F be a field. For n € N, let M,,(F) denote the set of all n x n matrices with entries in F.

Definition 2.1.1 For a matrix A € M, (F) and a subset I C {1,...,n}, the principal minor of
A indezed by I is defined as det(Ay), where A; denotes the submatriz of A obtained by restricting

both rows and columns to indices in I.

Definition 2.1.2 Let o, 8 be a partition of {1,...,n}, that is o, B C {1,...,n} are disjoint subsets



such that U = {1,...,n}. Denote by Ala|f] the submatriz of A having row indices in o and

column indices in (3.

Definition 2.1.3 For a pair of matrices A, B € M, (F), we say that B is diagonally similar to A
if there exists a nonsingular diagonal matriz D € M, (F) such that B = D71AD.

The classical principal minors problem concerns the classification of matrices up to diagonal sim-
ilarity using their principal minors; see for example, [44] and references therein. To provide a bit
more context, it is clear that if A, B € M, (F) are matrices such that either A is diagonally similar to
B or BT, where BT denotes the matrix B transposed, then A and B will have equal corresponding
principal minors, that is, det(A;) = det(By) for every subset I C {1,...,n}. The converse question
and the extent of its validity is more interesting; and the following classification result is proved in
[44].

Theorem 2.1.4 Let n be a positive integer such that n > 4. Suppose that A, B € M, (F) and that
A is irreducible. Suppose further that A and B have equal corresponding principal minors, and that
for every partition of {1,...,n} into subsets a, B such that || > 2, || > 2 either rank(Al«|f]) > 2
or rank(A[B|a]) > 2. Then A is either diagonally similar to B or BT.

2.1.2 Functional Setting and Determinantal Equivalence

Let A be a non-empty set of arbitrary cardinality and let f, g : A> — F be functions.

Given distinct elements x1,...,z, € A, define the associated matrices

F = (f(zi,zj)1<ij<n, G = (9(%i,75))1<ij<n € Mn(F).

Definition 2.1.5 The functions f and g are said to be determinantally equivalent if
det(F) = det(G)
for alln > 1 and all choices of distinct x1,...,x, € A.
This notion extends the classical matrix problem to a functional setting and has appeared in

probabilistic contexts, particularly in the study of determinantal point processes; see, for example,
[59].



Two elementary types of transformations play a central role in the study of determinantal equiva-

lence:

1. Conjugation transformations, where

flx,y) = g(x) f(z,y)g9(y) "

for some nowhere zero function g : A — F;

2. Transposition transformations, where
[l y) = fy, ).

Both of the above transformations can easily be seen to preserve determinantal equivalence, and in
symmetric settings, that is, when f(z,y) = f(y,z) and g(z,y) = g(y, z) for all x,y € A, these two

transformation are known to generate all equivalence-preserving transformations, cf., [59].

2.1.3 Graph-Theoretic Notation and Terminology

Throughout the first part of the thesis, we make systematic use of basic graph-theoretic concepts
which for the most part abide to standard graph-theoretic notations and terminology. Of course,
some terminology in graph theory will always inevitably vary among authors. For this reason, to
avoid confusion, we take the time here to carefully go through and explain the technical language
we employ, most of which will evade many of the fine and highly-specific technicalities that are

commonly found in graph-theoretic literature, as we will simply not be needing them.

Definition 2.1.6 Let M be a (possibly infinite) set. For an integer 1 < n < |M|, we define
a cycle of length n in M (or an n-cycle in M, for short) to be an (n + 1)-tuple of the form
p = (po,p1;---,Pn) € ML where each of the p; are distinct except for pg = pn. We will refer to
the p; as the vertices of the cycle p.

Definition 2.1.7 Let M be a (possibly infinite) set and fix an integer 1 < n < |[M|. Given an
n-cycle p = (po, p1,---,pn) in M, we denote by p' = (pn,Pn-1,---,P0) the cycle p in reverse.

Definition 2.1.8 Let M be a (possibly infinite) set and fix an integer 1 <n < |M|. In this paper,
we will occasionally speak of undirected n-cycles in M; by this we will mean n-cycles in M up to

TeVErsion.



As a simple example of the previous definition, consider the case when M = {1,2,3,4}: there are
exactly siz 4-cycles in M, namely (1,2,3,4,1), (1,4,3,2,1), (1,2,4,3,1), (1,3,4,2,1), (1,3,2,4,1),
(1,4,2,3); but there are only three undirected 4-cycles in M. The below figure makes this clear.

LNV

Definition 2.1.9 Let A be a (possibly infinite) set and let F be a field. Fiz an integer 1 < n < |A].
For a two-variable function h : A2 — F and an n-cycle, p = (po,--.,pn), in A, we denote by h[p)

the product

n

hlp] = [[ hwi-1,p3);

i=1
and by h'[p] the analogous product with respect to the reverse cycle p':

n

W[p) =[] npi.pi-1) (= hlp)).

i=1

Remark 2.1.10 Let us define the function 7 :{0,1,...,n} — {0,1,...,n — 1} to be the following
shift operator:
7(k)=k+1 (mod n), ke{0,1...,n}.

Though this is a trivial clarification, it is worth pointing out that for an n-cycle p = (p;)i—, and
any 7 € N, the n-cycle (ij(i))Z-ZO, where 77 denotes the j-th iteration of the shift operator T, is
indistinguishable from p in the sense that it describes the exact same graph-theoretic object; and

obviously we have h[p| = h[(pri(;))izo] for any two-variable function h.

Definition 2.1.11 Let A be a (possibly infinite) set and let F be a field. Fiz an integer 1 < n < |A].
We say that a two-variable function ¢ : A> — F satisfies the cocycle property for n-cycles if for
every n-cycle p in A, c[p] = 1.

If ¢ satisfies the cocycle property for cycles in A of every length n, where 1 < n < |A|, we say that
¢ is a (full) cocycle function. Equivalently, ¢ is a cocycle function if for all z,w € A, ¢(z,2) = 1

and c(z,w)c(w, z) = 1, and for all integers r > 2 and every r-tuple (z1,...,2,) € A",

c(z1,22)c(z2,23) -+ - c(zr—1, 2r)c(2r, 21) = 1. (2.1)



2.2 Self-Similar Markov Processes and Markov Additive Processes

Unless otherwise stated, we shall assume throughout the thesis that E is a locally compact and
separable Banach space over the field of reals. We let £ be a sigma-algebra on E, and 0 a point
not in E which acts as a cemetery state. We define (Ep,&) = (E U {0},0(F U {9})) to be
the measurable space (E,&) augmented by 0; cf., [8]. A standard practice (which we implicitly
employ throughout the thesis actually) is to extend an £-measurable function f : £ — R to an

Ey-measurable function by setting f(9) = 0.

We also note that throughout the thesis, all Markov processes are assumed to be cadlag and defined

on a filtered probability space satisfying the usual conditions.

2.2.1 Self-Similar Markov Processes and Stable Processes

Definition 2.2.1 We say that two E-valued stochastic processes X = (Xt)i>0 and Y = (Yi)i>0
living in probability spaces (0, F,P) and (', F',Q), respectively, have the same law — commonly
abbreviated as ({X¢,t > 0}, P) 4 ({Yi,t > 0},Q) — if for everym > 0, 0 < t1 < to < ... < tp,
bounded measurable functions F' : E™ — R,

EP[F(XtUth?"'?th)] :EQ[F(EUYQV"?}/M)]?

where Ep denotes the expectation with respect to the measure P, and Eq the expectation with respect

to the measure Q. The above equation is usually abbreviated thus: for every t > 0,
o [F({XS s < t})} ~ Eq [F({YS s < t})]

We then that the law of X under P is equal to the law of Y under Q.

Definition 2.2.2 An E-valued cadlag, quasi-left-continuous, strong Markov process Z = (Zi)i>0
defined on some (filtered) probability space (2, F, (Ft)t>0,P), with probabilities (Py,xz € E), is said
to be a self-similar Markov process if it satisfies the self-similarity property: there exists an o > 0

such that for every ¢ >0 and x € F,
d
({cZ.—ay,t > 0},Py) = ({Zi,t > 0}, Pey). (2.2)

We then say that Z is a ssMp with index of self-similarity «.

We now go through the definition of an important example of a self-similar Markov process which



plays a central role in the thesis.

Definition 2.2.3 Fiz o € (0,2). By a one-dimensional a-stable process we mean a Lévy process
(a careful definition of these processes will be presented in the next section) with jump measure 11

taking the form

(dz) = [z]""F (1 1m0y + 2l pc0y)dz, 2 € R\ {0}, (2.3)

where (1 ) 1 ] )
. _TO+asin(rap) - T(1+a)sin(ra(l=p) o)

m T
Moreover, its characteristic exponent satisfies
. 1 . 1
\I’(Z) — ’Z‘a <e7r104(§*ﬂ)1(z>0) 4 efma(gfp)]_(z<0)) (25)
= / (1 —e 32 + izxﬂ{|w‘<1})ﬂ(dx), z e R. (26)
R\{0}

The constant p from above is referred to as the positivity parameter. The setting of positive
and negative jumps conforms to the parameter regime p € (0,1). Symmetric a-stable processes
correspond to the setting p = 1/2. The spectrally positive setting (i.e., only positive jumps)

conforms to the parameter regime that o € (1,2) and (1 — p) = 1.

2.2.2 Killed Lévy Processes and Background Results

Here we largely follow the classic book [36] on the subject.

Definition 2.2.4 A real-valued process X = (Xi)i>0 defined on the (filtered) probability space
(Q, F, (Ft)t>0,P), with probabilities (P, : x € R), where we use the convention P = Py, is said to

be a Lévy process if it possesses the following properties:

(i) the paths of X are Py-almost surely cadlag;

(ii) (stationary increments) for 0 < s <t and z € R,

(Xt - XS)]P)$) g (Xt—s,IP)) (27)

(iii) (independent increments) for 0 < s <t, X; — X is independent of Fs.



One implication of stationary and independent increments is that a process having these two prop-
erties is fully characterized by just the distribution of its position at some arbitrarily chosen time

t > 0. In fact, it is sufficient to consider ¢ = 1:

Definition 2.2.5 Let X be the Lévy process from Definition 2.2.4. Then, the function ¥ : R — R
satisfying for every 0 € R,

)

1s called the characteristic exponent of X.
We now give the definition of an exponentially-killed Lévy process:

Definition 2.2.6 Let S = (ét)tzo be a Lévy process with infinite lifetime, and let €, be an inde-
pendent exponentially-distributed random variable with parameter ¢ > 0; where we understand &g
as infinity. We say that the process & = (&)i>0 defined by

ft, th < ®q

—00, ift> ey,

& =

s an exponentially-killed Lévy process with killing rate q and cemetery state —oo.
The case of ¢ = 0 refers to the case where there is no killing (and hence £ = 5)
The process £ defined above, while alive, preserves the stationarity and independence of increments

of the (standard) Lévy process £ (from the same definition). We formally define what we mean by

stationary and independent increments while alive below:

Definition 2.2.7 We say that a killed Lévy process & = (& )i>0 with lifetime ¢ has stationary
increments while alive if for every t,s > 0, the distribution of ({145 — &) 1ji4s<c}, conditioned on
{¢ > t}, only depends on s.

Definition 2.2.8 We say that a killed Lévy process & = (&)i>0 with lifetime ¢ has independent
increments while alive if for everyn € N and 0 < tg < t1 < ... < t,, conditioned on { > tg, the

random variables

(5151 - gto)]l{t1<4}7 (gtz - €t1)l{t2<4}7 SR (gtn - ftn—l):ﬂ‘{tn<c}

are mutually independent.

10



Lemma 2.2.9 The process € from Definition 2.2.6, while alive, possesses stationary and indepen-

dent increments.

We claim that the following proposition is sufficient for establishing Lemma 2.2.9:

Proposition 2.2.10 Let & and € be the processes from Definition 2.2.6. Then, for every n > 0,
$,6>0,0<t <...<tn<tand A\ Ai,...,\n € R,

E =FE

n
(H ei/\jétj>ei/\(§t+s*€t); t+s<(
j=1

n

H N8t < C] e s(at ),
j=1
where U denotes the characteristic exponent of €.

Before proving the above proposition, let us first see how it can be used to prove Lemma 2.2.9:

Proof (of Lemma 2.2.9) For stationary increments while alive, fix ¢,s > 0 and A € R. It suffices
to show that the quantity
E [ez)\(ft+s—€t)]l{t+s<c} ‘t < C}

only depends on s. Notice how Proposition 2.2.10 with \; = Ao = ... = X\, = 0 yields
E[ez'x(ft+s—st)ﬂ fthac 4}} = P(¢ > t) - e+ TO),
Dividing both sides by P({ > t) then yields
E[eik(£t+s_&)]l{t+s<c}‘t < C} = ¢~s(@H ) (2.8)

which only depends on s, as required. Moreover, since the lifetime, (, of £ is exponentially dis-

tributed with parameter ¢, and is also independent of é ,

[ i Eers—€0) } — o s(atT )

Lirys<cy|t <€
=P(¢ > 5) - E(e)
= E(ei’\éﬂ{CN}) (by independence of € and ()
BT egy).

Now, for independent increments while alive, fix 0 < ¢y < ... < t, and A\; € R. It is enough to

11



show that

n

_ HE[ei)\j(&jigtrl)ﬂ{tj<§}‘tj—l < C]

n
j=1

=1

By setting t = t,_1 and s = t,, — t,,—1 in the statement of Proposition 2.2.10, as well as redefining
the A; and A therein appropriately, we obtain

n

=K H e =8 1)y ¢ e~ (tn—tn—1)(g+¥(An))

Lj=1 _

—-F H M€t =€ 1) it < C ,E|:el‘>\n(€tn_£tnfl)]l{tn<<'} th—1 < C] (by (2.8))
Lj=1 _

=F :ei)‘l(gtl—ﬁto)]l{th}} . H E [e“‘j(&j _511—1)ﬂ{tj<<}‘tj,1 < C] (by iterating)

=2

=P(¢ > tg) - H E[eiAj(&j 7£tj71):ﬂ_{tj<<}’tj_l < C}
j=1
Dividing both sides by P({ > tg) then yields the result we are after. |

Let us now prove Proposition 2.2.10.

Proof (of Proposition 2.2.10) We let ¢ denote the lifetime of £. Then,
E < H ei)‘jftj>€i)\(fz+s—$t);t +s< C]
) (H 2y Et ) A(trs— t>]‘{t+5<(}]

L j=1
=E (H Doty ) Mera =t P(t+s < () (independence of ¢ and £)
L j=1
=K H Ay ] . { AEers— &)} P(t+s < () (independent increments of é)

P(¢ >t)-

H it ] P > s)- E(ei’\(gt+5_ét)> (memorylesness of ()
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—e . E

n = ~ ~
H el’\jétﬂ'] ceT0 L TSN (stationary increments of §).
J=1

Setting A\; = 0 for all j and ¢ = 0 in the above computation yields
E[e 1 0] = s (4P ). (2.9)
Also, setting s = 0 in that same computation yields

n
(H@iAjgtj>;t < C;] — e—qt .E
j=1

E

n . ~
11 e“ﬂffj] . (2.10)
j=1

The result of the proposition then follows by plugging in equations (2.9) and (2.10) in the last

equality of the previous computation. |

2.2.3 Markov Additive Processes and Background Results

Definition 2.2.11 An R x E-valued cadlag, quasi-left-continuous, strong Markov process (§,Z) =

(&, Zt)t>0, living in some (filtered) probability space (2, G, (Gt)t>0, P), with probabilities (P(Lg), (z,0) € R x E),
and cemetery state (—oo, d), where 0 is a point not in E, is called a Markov additive process (MAP)

if 2 = (Et)e>0 is a reqular strong Markov process on E with cemetery state O such that, for every

bounded measurable function f : R x E — [0,00), t,s >0 and (y,0) € R x E,

E(y.0)[f (Etrs — &t Ztts) Lo 1Gt] = Eo,0n[f (€s, Zs) Ls<cy] Pe.0) — a.s., (2.11)

o==,
where as usual ¢ = inf{t > 0 : Z; = 0} denotes the lifetime of ({,Z). We call the process
E = (Et)t>0 the modulator of the MAP, and £ = (&)i>0 the ordinate.

The pioneering papers of Cinlar: [14], [15], [17], [16] and [18] are one of the main sources of

information about general MAPs.

Notice how the defining property (2.11) of MAPs is reminiscent of the stationary and independent
increments property of Lévy processes. To illustrate this resemblance we now derive the so-called
translation invariance property of the ordinate of the MAP (which plays a crucial role in the proof

of the norm-dependent connection of MAPs with ssMps):

Lemma 2.2.12 Fiza,z € R and 0 € E. If ({,2) is a MAP, then

({(CL + §t7 Et)at Z 0}7P(I,9)) g ({(€t7 Et)7t 2 O}a]P)(aer,G))'
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Proof We need to show for every bounded measurable function g and ¢ > 0,

Eata0) [9({(€:Zs) 15 < )] = Eg [o({(0+&,50) 55 < )] (212)

To this end, we fix a bounded measurable function g : (R x E)" — R, n > 1, and we proceed to

prove equation (2.12) by induction on n. We start with the base case:

E(z,6) [g(a + &t Et)]

=Ep) _g((a + ) + (& — &o)s Et)} (Pa,0)((0,Z0) = (x,0)) = 1)

=E(z0) _E(a:,e) [9((‘1 +2) 4 (& — &), Zt) ‘QOH (tower property)

=E(z0) |E0,01 g((a+z)+ &, 5) } (by equation (2.11))

) ) o=z,

= Ew0) B |9((a +2) + &, Z) 1{(50750):(%9)}} (P(z.,0)((§0, Z0) = (z,0)) = 1)
9'=5,

= E@o) [Eoo |[9((0+2) +&.5)||  Tgeomo-@on]
0'=0

=B :Em 6|9 [ ((a+2)+&, Et)} ﬂ{(soaw:(x,e)}]

= Eg)|9((a+2) +€.5)| - Eig) [ Lo 2000

= Eg)|9((a+2) + & 51)| - Pag) ((€0,Z0) = (2,0))

)] (Ba)((€0,50) = (2,6)) = 1)
)

= E(ata,0) _E(o,e) {9 a+x)+&, ut)} 50,50):(a+z,9)}]

[1]

=E(0,0) I ((a +x) + &,

1{(50,50)=(a+9@,9)}}

6'==o

= E(ata,0) :E(a+m,6) [g((a + ) + (& — &), Ze) ’%H (by equation (2.11))
= Eata0) :9((‘1 +z) + (& — o) Et)} (tower property)

= E(a—i—x,@) :g (é.ta Et):| )

= E(a12,0) :E(o,ef) [9((@ + ) + &, Et)}

as required. For the inductive step, we let g : (Rx E)™ — R, for n > 1, be bounded and measurable,
and proceed to prove that (2.12) holds. Fix 0 <t} <t9 <...,t, <t. Then,

E(a+z,9) [g (5151 Etys e Sty Etn)}
= E(a+z,9) [E(aer,@) |:g (5151 ) E1517 s 7515717 Etn)

2
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- E(a—&-xﬂ) [E(a—i—xﬁ) [g(éh ) ‘Etlv SRR (§tn - ftn,1> + gtnfp Etn)

.||

= E(a+x,9) [E(Oﬂ’) |:g (yla Tlyen- 7§tn7tn_1 + Yn—1, Etnftn_l):| ‘ G/ZEtn71 i| .
(ylvml):(gtl 7Et1)

(yn—17$n—1)=(£tn_1 7Etn_1)

where on the last equality we have used the fact that the (&,,E:,), i < n, are all G;, ,-measurable,

and have applied equation (2.11) (with ¢t =¢,—; and s = t,, — t,,—1 therein).

de-

0'=xp_1
fines a bounded measurable function on (R x E)"~!. Tt therefore follows, by the inductive hypothesis,

that

ObSGI‘VG how G(yla LlyeeeyYn—1, xnfl) — E(O,Q’) |:g(y17 Ty 7§tn7tn_1 ern—l, Etnftn_l):|

E(a+x,0) [.g (£t1 ) E1‘/17 ) gtna Etn)}
= E(aJr:):,G) |:G (gtl ’ Et17 ceey {tn—u Etn71)i|

= E(w,@) G(CL + ftlaEtp R + §tn_1) Etn_1)i|

= E(z,e) _E(O,Q’) [g(a + &, Z0y s Sty (@ + &) Etn_tnfl):| bz, 1:|

= E(w,@) :E(zﬁ) |:g(a + ftl ) Etn SRR (étn - gtn—l) + (a + Stn_1)7 Etn) |gtn—1:|i|

=E(.0 g(a+§t1>5t1,---,a+ftn75tn)}7

as required, where on the second-last equality we have again used equation (2.11) in the same
way we had done earlier; and on the last equality we have simply applied the tower property of

conditional expectations. [ |

Remark 2.2.13 From the proof of Lemma 2.2.12, we see that the additive property (2.11), first

and foremost, yields
({(z +€,50),t > 0}, Pog) £ ({(6,50),t > 0}, Prg),  (2.0) ERXE, (2.13)
which is then exploited to derive the more general equation
({(a+&,=1),t >0}, Py ) i ({(&t,Z1),t > 0}, Pratng)) (r,0) eRx E, acR.  (2.14)

It is now clear that equation (2.14) provides the main intuition behind the common labelling of
equation (2.11) as the “additive property” of a MAP. To see how this is the analogous “stationary

independent increments property” of Lévy processes, let Y = (Yi)i>0 be a (1-dimensional) Lévy

15



process defined on the filtered probability space (2, F,(Ft)i>0,P) with the family of probabilities
(P, : 2 € R), where we use the convention P =Py. Then, an equation comparable to (2.14) can be

brought about for'Y deriving out of its stationary independent increments, namely, the equation
{z+Y,t>0}LP) £ ({V;,t > 0},P,), z€R. (2.15)

One can use induction in the same way that was done in the proof of Lemma 2.2.12. We only

provide the proof of the (analogous) base case: fix a bounded measurable function f : R — R. Then,

Eo[f(Y)] = B[ £ (2 + (% = ¥0) Lypay | (Yo = & Py-a.s.)
_E, IEI [ flz+ (Y — Yp)) n{yozx}voﬂ (tower property)
= B, [y B |/ (2 + (Y = ¥0)) 50 (pull-out property)
= B, [Lypmn) B [ (o + (¥ = 0)) | (independent increments of Y)
—E,[f(z+ (Y - )| - Pa(Yo = @)
=B, [f(a+ (Y - Y0))] (Yo =z Py-a.s.)
—E, fz+ Yt)} (stationary increments of Y),

as required.

In the previous section we carefully introduced and defined the killing rate of a general exponentially-
killed Lévy process. We now go through the analogous discussion for MAPs and highlight the main
differences. Firstly, from Definition 2.2.11, we see that the lifetime of the MAP (&, Z) is precisely
the lifetime of its modulator =. It follows that the killing rate will only depend on =. So, unlike
the class of exponentially-killed Lévy processes, the killing rate of a MAP is going to depend on
the position of the associated modulator (and is therefore going to be a function of the modulator’s

state space). Let us first define exactly what we mean by the killing rate of a process

Definition 2.2.14 Let X = (Xi):>0 be a (killed) stochastic process defined on some filtered prob-
ability space (U, F, (Ft)e>0,P) with lifetime (. We define the killing rate of X at time t > 0 by

. P(Ce(t,t+n)|F)
q = 1;3?8 N ,

on {¢ > t},

provided that the limit exists.

Note that for each time ¢ > 0, the killing rate is an J;-measurable random variable, and therefore

depends on the path of X up to time ¢. If we additionally assume that X is Markovian, then it can
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be shown (and we do this below) that this dependence will only be on the position of X at exactly
time ¢t. To this end, suppose that X from the previous definition additionally is a Markov process
with state space E and let P,, x € E, denote the law of X initiated from state x, and denote the

respective expectation by E,. We claim that for every ¢ > 0,

@ = Lyespq(Xt), (2.16)

P, (¢<h)
h

where ¢ : E — [0,00), q(z) = limy , ¢ € I/, whenever the limit exists.

Indeed, by the Markov property, for every ¢ > 0 and = € E,
Po(¢ € (£, 4 h)|F1) = Lie>yPx, (¢ < h),
from which (2.16) immediately follows by dividing by A and taking limits.

Going back to MAPs, we recall from Definition 2.2.11 that the lifetime of the MAP (&, E) is precisely
the lifetime of its modulator =. Let’s denote the latter by (. This means that the killing rate of the
MAP must also solely depend on the path of the modulator. Moreover, by the Markov property
of MAPs and equation (2.16), we have that the killing rate (function) of the MAP, ¢ : E — [0, 00),

satisfies
4(2) = lim P,y (¢ < h)

i N , x e FE;

and that the killing rate at time t > 0 is precisely ¢; = q(Z;).

Let us now consider the closest analogue of an exponentially-killed Lévy process in the MAP
universe: let (§,Z) = (&, Z¢)t>0 be a MAP with lifetime (¢ satisfying

t
Pan (> 1) =exo{ - [(aEash e 120

for some continuous function ¢ : E — [0,00). One may notice that the above (conditional on =)
probability is an Fi-measurable random quantity, where (F3)¢>0 here denotes the natural filtration
of the MAP. More precisely, said probability is dependent on the path of = up to time ¢t. In contrast,
for exponentially-killed Lévy processes this was not the case: there was no dependence on the path

of the process, and hence the corresponding probability was deterministic.

It is then not difficult to verify that the continuous function ¢ is precisely the killing rate function
of the particular MAP: for an initial state § € F,

t
P(0.6)(¢ > t) = E(o,0) [P(0,0)(¢ > tE)] = Eg ) [eXP{—/O (J(Es)dSH~
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Thus, for A > 0,
h
P,6) (¢ <h)=1-Eqg [GXP{—/O Q(Es)ds}]-

By then Taylor-expanding and using right-continuity of = to approximate the integral via the

almost-sure initial value, 0, of =, we get for small h > 0,
P(0,0)(¢ < h) = hgq(0) + o(h),

from which the claim readily follows.

2.2.4 The Lamperti Transform

The classical Lamperti transform, as the name suggests, is due to mathematician John Lamperti.
It was first written in 1972 in Lamperti’s original paper [41]. Its proof can be found in the lecture
notes [12], as well as in Chapter 13.3 of [36] (in a more modern and complete presentation). Said
theorem establishes a one-to-one correspondence between positive self-similar Markov processes
(take £ = (0,00) in Definition 2.2.2) and Lévy processes. Such a bijection has proved to be
instrumental both in the understanding of the path and distributional properties of the former class,
and in pushing the boundaries of the knowledge around the celebrated Wiener-Hopf factorization

for Lévy processes. The precise formulation of the result is the following.

Theorem 2.2.15 (Lamperti’s transform, [41]) Fiz o« > 0 and x > 0. Let X = (Xt)t>0 be a
pssMp with index of self-similarity o, initiated from the state x > 0. Then, there exists a process

& = (&)t>0 from the class of exponentially-killed Lévy processes, with killing rate ¢* > 0, such that
Xilpeey = mexp{fg(w,at)}, t>0,

where ¢(t) = fot X, %s and ¢ :==inf{s > 0: Xy = 0}. The process £ is usually referred to as the
underlying Lévy process of the pssMp X.

Conversely, let & = (&)i>0 be an exponentially-killed Lévy process. Then, for each x > 0, the
process X = (X¢)e>0 defined by

Xt = $€Xp{€&<$,at)}:ﬂ.{t<ma]m}, t Z O,
where ¢(t) = inf{s > 0 : Jo e ds > t} and Ig = [;° e“*=ds, defines a pssMp initiated (almost

surely) from state x.
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Essentially, what the proof of Theorem 2.2.15 all comes down to is showing that stationary inde-
pendent increments translate to self-similarity, and vice versa, through a space-time transform of

the path of the process.

Several extensions of this result have been developed, including real-valued and multidimensional

versions (cf., [13], [1]) and they involve MAPs instead of Lévy processes.

2.2.5 Generators and Lévy Systems

For pure-jump Markov processes, the jump structure is encoded by a Lévy system. We adopt the
standard formulation from, e.g., [5], [40], etc. For reflected processes and processes with boundary
behaviour, generators with boundary conditions provide a natural characterisation. Background
material on reflecting diffusions and Skorokhod problems can be found in, e.g., [60], [61], [48], [47],

etc.

All of the Markov processes that are studied in the thesis are characterized via their infinitesimal
generator. For pure-jump Markov processes, that is, Markov processes whose generator consists
purely of an integral (nonlocal) operator, their generator is wholly determined by their jump struc-
ture, and this is probabilistically encoded by the associated Lévy system/jump kernel. Because it
is in the setting of MAPs that these types of processes will arise in the thesis, we provide directly

the definition for the Lévy system of a general MAP.

Definition 2.2.16 Let (E,E) and (F,F) be two measurable spaces. We say that a function L :
E x F — [0,00) is a transition kernel from (E,E) to (F,F) if:

(i) for fired A € F, the function E > ¢ — L(¢, A) is E-measurable;

(ii) for fixred ¢ € E, the function F 3 A L(¢, A) defines a measure on (F,F).

Definition 2.2.17 Let ({,0) = (&, O¢)t>0 be a Rx E-valued MAP. By a Lévy system for (§,©) we
mean a couple (H, L), where H is a predictable additive functional t — Hy, and L is a kernel from
(E,&) to (ExR,EQ B(R)), such that for every bounded measurable function f : R x E? — [0, 00),
OcEandt >0,

E(O,G) [Z f(gs—y A§Sa 98—7 @s)ﬂ{A§S7é0}]

s<t

(2.17)
=E0,0)

t
/ / f(fs,y,@s,cb)L(@s,dcﬁ,dy)st].
0 RxFE
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We refer to the transition kernel L as the jump kernel of the MAP.

As remarked in [40], in most examples of MAPs appearing in the literature, the additive functional
H takes the form Hy =t A, where { denotes the lifetime of the MAP. In fact, this also happens to
be the case with all the MAPs we characterize in the thesis as well. As such, we will always omit
writing about the Lévy system of the respective MAP, and solely refer to its jump kernel (hence it
will be understood that H is of the above form).

For reflected Markov processes and those with boundary behaviour, generators with boundary
conditions provide a natural characterisation. In particular, in the thesis, for such a Markov
process X, with state space E, we derive operators A such that for functions f in a suitable class,

the process .
F(X0) — f(Xo) - /0 Af(X)ds, €20, (2.18)

is a martingale. This is what is commonly referred to as the martingale problem. The class of
test functions f that we will use in the thesis consists of bounded twice continuously differentiable
functions (commonly denoted by CZ(E)) that satisfy appropriate boundary conditions. The CZ(E)
class is quite standard and natural for applying It6’s formula and deriving explicit expressions for the
generator. We emphasize that the processes considered in this thesis are constructed independently,
and the martingale relations of the previous form are verified for them a posteriori. In other words,
we will not be defining the processes via the martingale problem — the martingale relation (2.18)
will rather be a property of the process. This being the case, the well-posedness of the corresponding
martingale problems (i.e., whether the class of test functions uniquely characterizes the law of the
process) is not required for our arguments nor is it addressed any further in the thesis. We refer
the reader to Chapter 4 of [23] for a detailed discussion on martingale problems and their role in

characterizing Markov processes.

In line with the literature, in the thesis we make consistent use of the following notations with

regard to the generator A of the Markov process X:
A:D(A) C Cy(E) — Cy(E),
where D(A) denotes the domain of A.

We emphasize, however, that in this thesis we do not attempt to characterise the full domain
D(A). Instead, our analysis is carried out on a class of test functions. Specifically, in the thesis,
we perform computations in the class C’g(E) mentioned earlier, augmented with the appropriate
boundary conditions for the process under consideration, and regard this class as a subset of the
respective D(A).
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We also note that, unlike the Feller semigroup framework (see, for example, [33]), in the thesis we
do not require functions in D(A) to vanish at infinity. As explained earlier, our choice of the C7(E)
class is motivated by the applicability of It6’s formula and the related verification of the martingale

property (2.18), rather than by semigroup considerations.

2.2.6 Stochastic Differential Equations With Boundary Conditions

For reflected processes and processes with boundary behaviour, generators with boundary condi-
tions provide a natural characterisation. We now go through the required background material for

the thesis on reflecting diffusions and Skorokhod problems.

The classical Skorokhod problem concerns the construction of a process constrained to remain in a
domain by means of reflection at the boundary. In its original formulation, introduced by Skorokhod
(cf., [56], [57]), reflection occurs in the inward normal direction for the half-space R~ x [0, 00).
This framework has since been substantially generalised to allow reflection in more complex domains

and, in particular, to permit oblique (i.e. non-normal) reflection directions along the boundary.

In the thesis, we encounter reflected processes whose boundary behaviour does not fall within the
scope of the classical normal-reflection setting. It is therefore necessary to adopt a more general
formulation of the Skorokhod problem that allows for prescribed reflection fields along the boundary.
For this purpose, we follow the abstract treatment given in Chapter 2.2 of [47], which provides a
flexible framework suitable for the reflected stochastic differential equations considered later in the

thesis:

Let D C R? be an open set with a boundary dD. Denote by D the closure of D. Assume that for
any x € 0D, a non-empty set of reflecting directions K, C R? is given. Assume further that |v| # 0
forany v € K. Let a: D — R and by : D — R, 1 < k < m be measurable functions.

Definition 2.2.18 A pair (X, lt)>0 of continuous processes is a solution of the reflecting SDE
m
dXy = a(Xy)dt + ) bp(X)dWi(t) + v(Xp)dly, >0, (2.19)
k=1

with initial condition Xo = 0, where the Wy, = (Wi (t))i>0, 1 < k < m, are independent Wiener
processes, if
X,eD, t>0;
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l is non-decreasing, lyp = 0,

t t
/ |v(X)]dls < oo, / Lx,¢opdls =0, >0,
0 0

where v(X;) € Kx, if X5 € 0D.

The following theorem gives sufficient conditions on the functions a and b;, 1 < k < m, that

guarantee a unique weak solution to (2.19).

Theorem 2.2.19 Assume that the functions a and by, 1 < k < m, satisfy the

1. global Lipschitz condition:

m
3L >0 ¥t >0 Vay, 25 € Dt |a(z1) — alzz)| + Y _ [b(z1) — b(w2)| < Llzy — a5
k=1
2. linear growth condition:
AL>0Vt>0VeeD: \+Z\bk )| < C(+ |z)).

Then there ezists a unique weak solution to (2.19).

Finally, we describe how a solution to the martingale problem associated with a given generator
can be represented as a reflected stochastic differential equation. Once again, we follow [47] closely,

and more precisely, Chapter 3.2:

Fixa;: D - R,v:D >R, 1<i<d andby:D — R, 1<k<m,1<i<dsome bounded

measurable functions.

Let J : CZ(D) — CZ(D) be an operator supported on the boundary 0D that takes the form

Jf(x) —Z’yz(x)ga‘i(x), r € 0D,

for functions f € Cg(D) twice continuously differentiable with bounded derivatives up to the order

two and domain D.

22



Let L : CZ(D) — C%(D) be an operator of the form

d 9 d 82 B
Lf(x):Zai(a;)a—j(az)+§ Z a,-j(x)améij(a;), x €D,
i=1 ! ij=1 ¢

where 0;(x) = > 1" bri(2)bgj ().
Suppose that X = (X;);>0 is a Markov process with values in D such that the process
t
f(Xy) — / Lf(Xs)ds, t>0,

0

is a martingale for every f € Cg (D) satisfying
Jf(z) =0, x € 0D.

Then there exists a filtered probability space carrying an m-dimensional Brownian motion (W7y,. .., W)’ =

(Wi(t),..., Wm(t))tho and a process | = (I¢)s>0 as described in Definition 2.2.18 (with v therein
replaced by v = (v1,...,74)") such that (X,I) is a weak solution to the following reflecting SDE.

dX; = a(Xy)dt + Y bp(X)dWi(t) + v(X)dl;,  t>0,
k=1

where a = (al, ey ad)T, bk = (bkla ey bkd)T.
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Chapter 3

Determinantally Equivalent Functions

3.1 Introduction and Main Result

In [44], Loewy investigates the relation between diagonal similarity and the concept of equal corre-
sponding principal minors of two matrices. Diagonal similarity of matrices has long been studied
in linear algebra; c.f., [4], [20], [24], [21]; as well as its connections with graph theory; cf., [22],
[54]. The allusion that it may have a connection with the concept of equal corresponding principal
minors stems from the observation that if two n x n matrices A and B are diagonally similar (up
to a transposition), i.e., B = D™'AD or B = D 'AT D for some non-singular diagonal matrix
D, then all their corresponding principal minors agree. It is then the converse statement and the
extent of its validity that would naturally trigger one’s curiosity. It was discovered by Loewy in
the aforementioned paper that the following two conditions (stated below informally) are enough

for this converse to hold:

e A is irreducible;

e some particular sub-matrices of A have rank at least 2.

Although purely linear-algebraic, the same exact problem can be found expressed, albeit in random
matrix theory jargon, in probabilistic literature as well; and more specifically, in the theory of
discrete determinantal point process (DPP). Said stochastic processes, in layman’s terms, serve as
models of random sets of finitely-many points. Their key feature is their ability to effectively model
repulsion/diversity of points. This, and many other desirable features, has resulted in their ever-
increasing popularity in the machine-learning community; cf. [34], [63], [11]. Their connection with

Loewy’s linear-algebraic problem stems from the fact that a DPP which models the configuration
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of, say n, random points which we label for simplicity {1,...,n}, has a probability distribution that

is completely characterized by a (deterministic) n x n positive definite matrix, say K = (Kij)ijp

called the kernel of the DPP, whereby the probability of a particular arrangement of points is given
by the corresponding principal minor of the kernel; for example, the probability of observing the

Ky K
points 2 and 3 together is given by the principal minor 2 23
K3y Kss

the reader that the kernel of a (discrete) DPP is not unique. In particular, any n x n matrix @) with

. As such, it should be clear to

equal corresponding principal minors (to those of K) is also a kernel of the DPP, and is commonly
referred to in the literature as an equivalent kernel. Thus, the formulation of Loewy’s problem in
this DPP language is as follows: given equivalent kernels K and @), to what extent is it true that

they are diagonally similar?

Although (discrete) DPPs with non-symmetric kernels have been studied, e.g., [25], [2], [9]; they
have not received nearly the amount of attention their symmetric counterparts have, e.g., [7], [52],
[3]. That being the case, it was of primary interest to answer the above question restricting to
the case of symmetric (or Hermitian) equivalent kernels that is symmetric (or Hermitian) matrices
with equal corresponding principal minors. It was discovered in [35] that in the (real or complex)
symmetric setting, equivalent kernels K and @) will be diagonally similar with no additional con-
ditions on the kernels/matrices. In [42], the investigation was taken a bit further by restricting
to the (more general) case of (complex) Hermitian matrices. The respective result follows from a

specialization of [44].

After this brief review of the origins and history of the original linear-algebraic problem, we now
describe the functional extension we are concerned with. Let K : A2 = F and Q : A2 — F be
two functions, where A is some abstract set (of arbitrary cardinality) and F is an arbitrary field.
Suppose that K and @Q are determinantally equivalent in the sense that

det(Q(:ni,xj))?jzl = det(K (z;, x;)); Voi,...,2, € A Vn € N. (3.1)

1,j=1

What are, then, all the possible transformations that transform @ into K7 In the paper that first
formulated this problem, [59], the following transformations were conjectured in Conjecture 1.4

therein:

e conjugation transformations. There exists a nowhere-zero function g : A — F such that for

every z,y € A,
Q(z,y) = g(x)g(y) " K (z,y). (3:2)

We refer to g as the conjugation function of the transformation.

e transposition transformations. Q(x,y) = K(y, z) for every z,y € A.
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More precisely, it was conjectured that

Conjecture 1 (Conjecture 1.4, [59]) If K and Q are equivalent kernels, then they can be trans-

formed into one another by transposition and conjugation transformations.

It was then proved in the same paper, via elementary techniques involving cycles, that restricting
to symmetric functions K and @, the conjecture holds. It is also worth pointing out that this
exact result, in the case when the underlying ‘set A’ is finite, is precisely the relevant result from
[35] involving symmetric matrices which we had discussed earlier. Both of the aforementioned
results use very similar proof techniques. The problem of relaxing these symmetry constraints and
solving this conjecture in that general setting was subsequently left open, and is what this chapter

is dedicated to. Specifically, we obtain the following result.

Theorem 3.1.1 Let A be a set, F a field, and let K,Q : A2 — F be two (not necessarily symmetric)
nowhere-zero functions, except possibly on the set {(x,z) : x € A}. Suppose further that for every
pairwise distinct x,y,z,w € A,

Qz,y) Qz,w)
Q(z.y) Qzw)

If K and Q are determinantally equivalent, then Q) can be transformed into K through only conju-

£0. (3.3)

gation and transposition transformations.

We note that, in the particular case of 4 < |A| < oo, condition (3.3) on its own implies both of
Loewy’s conditions (from the two earlier bullet points): for the second bullet point, by looking up
in [44] the more precise formulation of the condition, one immediately sees this implication; for the
first, suppose for a contradiction that A is reducible and pick a row or column with three zeros
(possible for n > 5); then at least two of these zeros with two other entries of A show that (3.3)
does not hold. With that said, we should clarify that while our main result is related to a particular
case of Loewy’s result, the approach taken here is substantially different. In particular, our proof
relies only on elementary arguments and avoids the more technical linear-algebraic machinery used
by Loewy. This simplification is made possible by the stronger hypothesis assumed here regarding
nowhere-zero functions, which is essential for applying the key tools developed in Section 3.4.
Without this assumption, certain steps — specifically involving division by zero — would break
down, and our method would not be viable. We believe that this elementary approach offers a

more accessible perspective on the result and may be adaptable to other contexts.

For completeness, we make a few additional remarks about DPPs serving to illustrate the chapter’s

connection with probability theory. We emphasize that the technical definitions and discussions
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below are not required for any of the arguments presented in the chapter and are included only as

supplementary background of independent interest.

Besides discrete, there are also DPPs defined in the continuum, which have also been extensively
studied; cf., [32], [58]. In that setting, there are, not a finite number of points which the DPP
models, but uncountably-many. As such, it is clear that there can no longer be any square matrix
of finite size that can characterize the DPP. Instead, it is now a measurable function, known as the

correlation function, that characterizes the DPP, which is of a special “determinantal form”.

Definition 3.1.2 Let A be a locally compact Polish space and p a Radon measure on A. Let
K : A?> — C be a measurable function. A point process X on A is said to be a determinantal point
process with correlation function K if it is simple (i.e., it almost surely assigns at most measure 1

to singletons) and for k > 1 and any family of mutually disjoint subsets Dy, Da, ..., Dy of A,

B[[[xm0)] = /D A i) ()

One immediately sees from the above definition that there are various additional measure-theoretic
considerations that arise; the main one being that the correlation function of a DPP is defined
p-almost everywhere as opposed to just ‘everywhere’. As such, by neglecting the measure space
structure of A in the above definition and just considering A as a set, our Theorem 3.1.1 gives rise
to the following corollary, concerning the classification of transformations of equivalent correlation
functions of DPPs:

Corollary 3.1.3 Let A be a set and X a DPP on A with a correlation function K : A> — C
that is nowhere-zero except possibly on the set {(x,z) : x € A}. Suppose Q is another correlation
function for X satisfying (3.3), then Q can be transformed into K through only conjugation and

transposition transformations.

The rest of the chapter is structured as follows. We begin, in Section 3.2, by discussing why the
conjecture of [59] cannot hold in the general setting, and we then provide some insight into the
hypotheses of our Theorem 3.1.1. In Section 3.3 we provide a short proof of the main result of [59]
with the additional assumption that the functions at hand, besides symmetric, are also nowhere-
zero and the characteristic of the underlying field is not 2. We do this by utilising “a shortcut” given
by Proposition 3.3.4. Doing so gives us the opportunity to illustrate some of the techniques of said
paper which we also deploy in proving our Theorem 3.1.1, and which were a source of inspiration

for the conception of the novel techniques of the present paper. In Section 3.4 we describe three
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simple algebraic identities using graphs, which our proof of the main result is essentially built
upon. Lastly, in Section 3.5, by using the identities and graph-theoretic setting from Section 3.4 we
discover an underlying combinatorial structure in the problem; we derive various relations between

determinantally equivalent functions, and we then use them to prove our theorem.

3.2 Counterexamples to the conjecture

For reasons that will be explained later on in the section, our analysis is restricted to functions
K,Q : A — F that are nowhere-zero except possibly on the set {(z,z) : « € A}. A simple and
canonical counterexample to the conjecture of [59] is the following (cf., [29]): Let A be a set such
that |[A| = 4 — and so then the problem is actually none other than the linear-algebraic one between
two matrices described in the introductory section. For simplicity, let us assume A = {1,2,3,4}.
Consider the functions/matrices K : A2 — F and @Q : A2 — [ defined by

a b 1 1 a ¢ 1 1

c d 1 1 b d 1 1
K x, x - 9 xz, z = ’ 34
(K(z,9))1<z,y<4 11 e f (Q(x,Y))1<z,y<4 11 e f B4

for some b,c, f,g € F\ {0} and a,d,e,h € F such that ¢ # b and f # ¢. In this case, one
finds, through a straightforward application of the formula for determinants of block matrices,
that K is indeed determinantally equivalent to ). However, one will also find that K cannot
be obtained from @ by applying transposition and conjugation transformations to ). Thus, the
conjectured classification of transformations does not hold: we have just identified one additional
type of transformation from the two conjectured which yields determinantally equivalent functions;
perhaps a suitable name for it would be a “partial transposition transformation”, since only part
of the matrix is being transposed. Said in linear-algebraic language, while the above two matrices
have equal corresponding principal minors, they are not diagonally similar (up to a transposition),

but only “partially”.

Our first step is to seek for a condition to impose on an arbitrary pair of determinantally equivalent
functions that rules out the pair K and ) of the previously-described block forms. The sub-
matrices of ones in the upper-right and lower-left blocks of the above two block matrices are the
ones that bring about the block structure that enables this “partial transposition transformation”
discussed previously to be a viable transformation that transforms the two matrices with equal
corresponding principal minors into one another. And so by far the most intuitive condition to

impose on our pair of matrices that we hope would be enough to make this type of transformation
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non-permissible would be to require non-zero determinants in the upper-right and lower-left 2 x 2

sub-matrix regions, that is, to require

Q(3,1) Q@3,2)

o) Qu2)|” "

which, in our current case of |A| = 4, is, up to simultaneous permutations of rows and columns,

the same as requiring for every pairwise distinct z,y, z,w € A,

'Q(ﬂf,y) Q(z, w)

Q(z.) Q(z,w)‘ 7o

We show that this condition, in conjunction with the nowhere-zero condition stated earlier, in fact,

are sufficient in solving the conjecture for a general abstract set A.

It remains to explain the reason for our ‘nowhere-zero functions’ requirement. Plainly, it all comes
down to the fact that two of the three algebraic identities involving 3-cycles and 4-cycles (cf.,
Section 3.4), which our proof of Theorem 3.1.1 in Section 3.5 is essentially built upon, involve
divisors that are of the form h(z,y), where x # y, with h = K or h = Q; in which case, the

condition h(z,y) # 0 is, of course, necessary.

After the statement of Theorem 3.1.1 we had remarked that in the case of 4 < |A| < oo, condition
(3.3) on its own implies both of Loewy’s sufficient conditions from [44]. So, although the proof
we give here certainly requires the ‘nowhere-zero functions’ condition, it remains an open question

whether the proof can be adapted to require weaker assumptions.

3.3 Proof of the symmetric case

In addition to our own, in later sections, we have employed and taken inspiration from some of the
tools and techniques from [59]. Thus, we believe it is worth starting off by giving a short proof of
said paper’s main result under the further assumption that the functions at hand are nowhere-zero
(except perhaps on the set {(z,x) : x € A}). In this way, we hope the reader gets a clear illustration
of the main concepts in the simpler symmetric setting before we move on to extend them to the
more involved general setting. We emphasize that the techniques in this section (in particular, the

proof of Proposition 3.3.4) are fairly standard.

We assume throughout this section that the characteristic of the field F is not two. The result is

stated as follows.
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Theorem 3.3.1 (Modified Theorem 1.5 from [59]) Let A be a set, F a field, and let K,Q :
A% — T be symmetric functions that are nowhere-zero except perhaps on the set {(x,x) : v € A}. If
K and Q are determinantally equivalent (i.e., equation (3.1) holds), then it must be the case that

K and Q are conjugation transformations of one another.

Definition 3.3.2 If Q : A> = F and K : A> = F are functions that satisfy

Q(z,y) = c(z,y)K(z,y)  Va,y €A

for some cocycle function c : A*> — F, we say that Q is a cocycle transformation of K.

As remarked in [59], we make the following key observation.

Proposition 3.3.3 Let A be a set, F a field, and let K : A> = F and Q : A*> — F be two (not
necessarily nowhere-zero) functions of two variables. Then, Q is a conjugation transformation of

K if and only if Q is a cocycle transformation of K.

Proof Suppose there exists a nowhere-zero function g : A — F such that

Qz,y) = g(x)g(y) 'K (z,y) Va,ye€ A
Consider the function ¢ : A? — [, given by

c(z,y) =g(x)g(y)™",  zyeA

It is then not difficult to see that c defined in this way is a cocycle function, and hence, that Q) is

a cocycle transformation of K with respective cocycle function c.

Conversely, suppose there exists a cocycle function ¢ : A> — F such that
Q(z,y) = c(z,y)K(z,y) Va,y € A.
Let z,y € A and fix an arbitrary x¢p € A. Thanks to the cocycle property,
c(z,y)c(y, zo)c(zo, z) = 1,

and thus



But also, again thanks to the cocycle property, we have

c(x, z0) = c(zo, ) .

Therefore,
c(x, o)

c(y, xo)

Consider the nowhere-zero function g : A — F, given by

C('x:y) =

9(z) = ¢z, o), z € A.

It is then clear that @) is a conjugation transformation of K with conjugation function g. |

We now state and prove the “shortcut result” we had mentioned earlier in the introduction.
Proposition 3.3.4 Let A be a set and F a field. If a two-variable function ¢ : A> — F satisfies

(i) c(z,z) =1 for every x € A;
(ii) c(x,y)c(y,z) =1 for every z,y € A;

(iii) c(x,y)c(y, z)c(z,x) =1 for every x,y,z € A,

then c is a cocycle function.

In other words, ¢ satisfying the cocycle property for cycles of lengths 1, 2 and 3 is both a necessary
and sufficient condition for ¢ to be a (full) cocycle function, that is, for it to satisfy the cocycle

property for cycles of any length.

Proof By (i) and (ii) of the hypothesis, we already have for all z,w € A, ¢(z,z) = 1 and
c(z,w)e(w,z) = 1. We proceed by induction on r > 3 in (2.1). The base case r = 3 is al-
ready satisfied by ¢ thanks to (iii) of the hypothesis. We now move on to the inductive step. To
this end, let (21,...,2.41) € A""! be an (r + 1)-tuple. Then,

o(z1, 22)e(22,23) -+ clzr, 2r41)el(Zri1, 21)
r+1
= (1, 22)e(29, 28)el25, 21)elz5,20) 7 ([T elir, 20) ez, 21)
=4
r+1

= ¢(z1, 23) ( H c(zi—1, Zi))C(ZTJ,_l, 21) (by (iii) and (ii))
i=4
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= 1’
where the last equality is due to the inductive hypothesis, since (z1, 23, 24,...,2,+1) € A" is an
r-tuple. |

We are now in the position to provide a short proof of the (modified) main result of [59]:

Proof of Theorem 3.3.1 Consider the function S : A2 — F, given by

=8, y
S(x,y) = we) . , z,y € A.
1, ifr=y

Since Q(x,y) = S(x,y)K(z,y) for every x,y € A, if we can show that S is a cocycle function, the

result will follow immediately from Proposition 3.3.3.

By equation (3.1) with n € {1,2}, S satisfies conditions (i) and (ii) of Proposition 3.3.4. To see
that property (iii) of the proposition is also satisfied, we make use of equation (3.1) with n = 3 and

the Leibniz formula for determinants: let x1,x9,z3 € A be pairwise distinct, then

3 3

> sen(o) [[ K@i zom) = D sen(o) [ [ Qi zos)- (3.5)

0€S3 i=1 oc€S3 =1

If a permutation o € S; fixes a point, then since S satisfies properties (i) and (ii) of Proposition 3.3.4

we have 5

3
HK(xivxa(i)) = HQ(x“xU(Z)) (36)
=1

i=1
We can then subtract these terms from (3.5) and be left with the terms that come from the

permutations o = (123) and ¢’ = (321); in which case, (3.5) simplifies to

K(z1,22)K(x2, x3) K (23, 21) + K(23, 22) K (22, 21) K (21, 3)

= (3.7)
Q(z1,22)Q(w2, 23)Q(23, 71) + Q(73, 2)Q(72, ¥1)Q (21, T3),
which, by the symmetry assumptions on both K and @, further simplifies to
2K (w1, 22) K (72, x3) K (23, 11) = 2Q(21, 22)Q(22, 3)Q (73, 71). (3.8)

Hence, property (iii) of Proposition 3.3.4 is also satisfied by S. |
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3.4 Cycles on 4 vertices

As alluded to in Section 3.3, cycles will also play a key role in deriving the main result of this
paper. In essence, as we shall see in the final section, the proof of our Theorem 3.1.1 comes down
to establishing the cocycle property for cycles of length 3 in A of one of two particular functions of
two variables. Foreshadowing the proof of Theorem 3.1.1 some more, in addition to equation (3.1)
with n = 3, we will also be making use of equation (3.1) with n = 4. This, along with the usual
application of the Leibniz formula for determinants, will mean that cycles of length 4 will also enter
the scene. Now, the key feature of cycles is their elementary nature, and by developing suitable
connections between 3-cycles and 4-cycles, we will arrive at a proof of Theorem 3.1.1 that is both
conceptually simple and intuitive. These connections take the form, as we will see in this section,
of three remarkably simple yet ingenious algebraic identities, which are then applied in Section 3.5

to uncover a hidden structure in the problem and thereby yield the promised elementary proof.

For the remainder of this section, we set M = {1,2,3,4}. We had explained in Section 2.1.3 that
there are exactly six distinct directed 4-cycles in the set M. It is not difficult to list them, for there
are only three distinct undirected 4-cycles in M, and each has exactly two possible directions for

its trail.

We will use the following labelling for the 4-cycles in M henceforth:
d=0,2,3,41), &=01,2431), F=(1,3,241). (3.9)

In the same way, we also know that there are exactly eight distinct directed 3-cycles in M; we will

use the following labelling henceforth:

pM=(1,2,3,1), p?:=(1,2,4,1), p®:=(1,3,41), p®:=(2,3,4,2). (3.10)

Lemma 3.4.1 Let F be a field, and let h : M? — F be a function of two variables. Then,
hlg®h[g] = h(1,3)h(3,1) - AP W [PY]; (3.11)

and
hlg®n' (qP] = h(2,4)h(4,2) - h[pMIH ). (3.12)

Proof It is not difficult to verify the two equations. |

Lemma 3.4.2 Let F be a field, and let h : M? — F be a function of two variables that is nowhere-
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zero except possibly on the set {(xz,x) : x € M}. Then,

Bl hpMIap®] _ h[p®]ap™]
T = 1, 3)h(3,1) ~ h(2,4)h(4,2)

(3.13)

Proof In the below figure we provide a pictorial proof of the lemma;:

Figure 3.1: In the graph on the left, in red is the 3-cycle p(*), and in blue is the 3-cycle p®). In the
graph on the right, in red is the 3-cycle p?, and in blue is the 3-cycle p¥. |

Lemma 3.4.3 Let F be a field, and let h : M? — F be a function of two variables that is nowhere-
zero except possibly on the set {(x,x) : x € M}. Then,

hp ) [P A [p)]

M) = SR B OR.8) A DR

Proof In the below figure we provide a pictorial proof of the lemma.

Figure 3.2: In red is the 3-cycle p(?, in green is the 3-cycle , and in blue is the 3-cycle p® in

reverse. ||

3.5 Proof of the Main Result

The backbone of the proof of our main theorem is the following elementary fact.
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Lemma 3.5.1 Let a,b,a’, b € F satisfy
a+b=a +V (3.14)
and
ab=a'b'. (3.15)

Then, we either have (i) a =a’ and b="V; or (i1) a=V and b=d'.

Proof Consider the two quadratic equations
2> —(a+bx+ab=0

and
22— (d + V) +db =0.

The first equation has roots a and b, and the second equation has roots @’ and o’. Thanks to

equations (3.14) and (3.15) the two quadratic equations are equal, and so must be the roots. |

For the same reasons as in Section 3.3, to prove Theorem 3.1.1 it will suffice to prove that, for
the pair of determinantally equivalent functions K and @) from the statement, either the function
S :A? - F, given by

Q(z,y) if 2 £
b, y
S(w,y) = . myeA,

1, ifxr=y

or the function S : A2 — F, given by

Qzy)  if p £

N g, y

S(z,y) = K(ye) , z,y € A,
1, ife=y

is a cocycle function.

Utilizing equation (3.1) with n € {1,2}, it is easy to check that both S and S satisfy the cocycle

property for cycles in A of lengths 1 and 2, and that Q(z,y) = S(z,y)K(z,y) = S(z,y)K(y, x) for
every z,y € A. Indeed, for every z,y € A distinct, equation (3.1) with n € {1,2} yields

K(z,z) = Q(z,x)

and
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Thus, by Proposition 3.3.4 it suffices to show that either S or S satisfies the cocycle property for

cycles of length 3 in A. Expressing this in our shorthand notation, we need to prove that either
S[p] =1 for every 3-cycle p = (p;)iq in A; (3.17)

or

S[p] =1 for every 3-cycle p == (p;)3_, in A. (3.18)

Definition 3.5.2 Let A be a set, F a field, and let K,Q : A> — T be two functions of two-variables.
We say that a 3-cycle, p = (pi)?zo, in A belongs to Case 1 or Case 2 if

Case 1: K[p] = Qlp] and K'[p] = Q'[p];

or

Case 2: K[p] = Q'[p] and K'[p] = Q|[p),

respectively.

Remark 3.5.3 Notice how if K and Q) in the above definition are determinantally equivalent and
nowhere-zero except possibly on the set {(z,z) : x € A}, then in both Case 1 and Case 2 the first
equality implies the second, and vice versa. For example, if K[p] = Q[p], then

_ Klpl- K'[p] _ Qlpl- Q'[p]

K'lp] = K] ol = Q'[p],

where the second equality is an immediate consequence of (3.16). The remaining implications can

be verified using the same argument. This fact is implicitly used in much of the remaining chapter.

We make an important observation:

Lemma 3.5.4 Let A be a set, and F a field. If functions K : A> — F and Q : A> = F are
determinantally equivalent, then every 3-cycle, p = (pi)§:0, in A belongs to at least one of Case 1

or Case 2.

Proof As we had seen in Section 3.3 (recall equation (3.5)), equation (3.1) with n = 3 in conjunc-

tion with the Leibniz formula for determinants yields

3 3

> sen(o) [[ K(pirpoy) = > sen(o) [[ Qi pow))-

oES3 i=1 oES3 i=1
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By recalling the arguments from the proof of Theorem 3.3.1, we can conclude that

K(p] + K'[p] = Q[p] + Q'[p]. (3.19)

But, thanks to equation (3.16), we also have

K[p|K'[p] = Q[p]Q'[p]- (3.20)

Equations (3.19) and (3.20) then allow us to apply Lemma 3.5.1 to complete the proof. |

Remark 3.5.5 The conclusion of the above lemma holds true even when the determinantally equiv-

alent functions K and Q) are not necessarily nowhere-zero.

Notice now how, thanks to Lemma 3.5.4, proving that either (3.17) or (3.18) is satisfied is equivalent
to showing that 3-cycles in A belong to the same Case. It turns out that it suffices to prove this
statement for every subset M C A with |[M| = 4. More specifically, it suffices to prove the following

proposition:

Proposition 3.5.6 Let A be a set and F be a field. Suppose that functions K : A> = F and Q :
A? — T are determinantally equivalent and nowhere-zero except possibly on the set {(x,z) : x € A}.
Suppose further that condition (3.3) is satisfied. Let M C A be a set such that |M| = 4. Then, it
is either the case that

every 3-cycle in M belongs to Case 1;

or

every 3-cycle in M belongs to Case 2.

Let us first see how, after one has verified the above proposition, one can then easily derive Theo-
rem 3.1.1.

Proof of Theorem 3.1.1 Pick any two 3-cycles p == (p;)}_, and ¢ == (¢;)3_, in A. We need to

show that p and ¢ belong to the same Case. We have the following scenarios:

1. The cycles p and q share the same vertices. In this scenario, p and ¢ are obviously the same
3-cycle up to a possible reversion, in which case p and ¢ belong to the same Case trivially by

definition.
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2. The cycles p and q share ezxactly two vertices. Define M to be the set of vertices of p and
q. Tt is clear that |[M| = 4 and that p and ¢ are 3-cycles in M, and so we are done by
Proposition 3.5.6.

3. The cycles p and q share exactly one vertex. In this case there is a unique index 7 such that
¢; is a vertex of p. Denote by ¢;, and ¢, the other two distinct vertices of ¢; and by p,,, and
Pm, the other two distinct vertices of p. Note how the 3-cycles p and (¢;, ¢, Pmy, ¢i) share
exactly two vertices; namely, ¢; and p,,,. By the conclusion of the above scenario, we must
then have that the 3-cycles p and (i, ¢, , Pm,, ¢i) belong to the same Case. Furthermore, the
3-cycles ¢ and (¢, qi,, Pm, , ¢i) also share exactly two vertices; namely, ¢; and ¢;,. Hence, for
the same reason, it must be the case that the 3-cycles ¢ and (¢, qi,, Pm,,¢i) belong to the

same Case as well. We are done by transitivity.

4. The cycles p and q have completely different vertices. Since the 3-cycles p and (qo, q1,P1,q0)
share exactly one vertex, it follows, thanks to the conclusion of the above scenario, that
the 3-cycles p and (qo,q1,p1,q0) belong to the same Case. Additionally, the 3-cycles ¢ and
(qo,q1,Pp1,qo0) share exactly two vertices; and so by the conclusion of the second scenario, we
then have that the 3-cycles ¢ and (qo, q1,p1,90) belong to the same Case. We are done by

transitivity.

We have exhausted all possible scenarios for the two cycles p and ¢ and have successfully proved

in each one of them that the 3-cycles p and ¢ belong to the same Case, as required. |

It remains to prove Proposition 3.5.6. We recall that said proposition establishes a relationship
between a pair of determinantally equivalent functions, K and @), restricted on sets of cardinality
four. As such, to simplify notations, we will assume throughout this section, without loss of
generality, that K and @ have domain M?, where M := {1,2,3,4}; and we will be consistent with
the labelling of the 4-cycles and 3-cycles in M that we had given in (3.9) and (3.10) from our

previous section.

From the pigeonhole principle, we know that there will always be two 3-cycles p(® (out of the four
from (3.10)) belonging to the same Case. Since the action of the symmetric group Sy is transitive
on pairs of distinct undirected 3-cycles on four vertices, we can actually assume, without loss of

generality, which specific two 3-cycles in M belong to Case 1:

Running assumptions for the remainder of Section 3.5: p and p* belong to Case 1.

The remainder of this section is therefore concerned in proving that pM and p®) also belong to
Case 1.
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We need a couple of lemmas; the first lemma we present below states that if we have knowledge

that one of the 3-cycles p(M) or p3) belongs to Case 1, then the other necessarily follows suit.

Lemma 3.5.7 Let F be a field, and suppose that functions K : M?> = F and Q : M?> — F are
determinantally equivalent and nowhere-zero except possibly on the set {(x,x) : x € M}. Suppose

that one of the 3-cycles p) or p®) belongs to Case 1, then so must the other.

Proof Let us suppose without loss of generality that it is the 3-cycle p® that belongs to Case 1.
By Lemma 3.4.3, equation (3.16) and the fact that the 3-cycles p@ . p3) and p@® are assumed to

belong to Case 1, we have

K[p@)] K/[p(S)] K[p(4)]
K(4,1)K(1,4) - K(3,4)K(4,3) - K(2,4)K (4,2)
Qp?1Q'P® Q"]
Q(4a 1)@(17 4) : Q(B’ 4)@(47 3) : Q(2a 4)@(4a 2)
= Q™.

K[pM] =

This proves that the remaining 3-cycle p(!) also belongs to Case 1. |

Remark 3.5.8 The above lemma does not require condition (3.3) from our theorem’s hypothesis.

It does however require K(x,y) # 0 for x # y, for otherwise we would divide by zero.

Remark 3.5.9 Modulo a relabelling of the vertices of each of the p, the above lemma in essence
states that if three of the four 3-cycles, pM), ..., p™, in M belong to the same Case, then so must

the remaining one.

The above result implies that if we have knowledge that either of the two cycles p™) and p®) belong
to Case 1, then the proof of Proposition 3.5.6 is complete; so let us suppose henceforth that p()
and p® both belong to Case 2.

Lemma 3.5.10 Let F be a field, and suppose that functions K : M? — F and Q : M? — F are

determinantally equivalent and nowhere-zero except possibly on the set {(x,z) : © € M}. Then,

K[q[l]] + K'[qm] _ Q[qm] + Ql[q[l}], (3.21)

Proof It follows from Lemma 3.4.2, equation (3.16), as well as our assumption that the 3-cycles
p1) and p® belong to Case 2, that
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KpOIKp®] _ @Y _
TRLIKG) | QLIQET)

9

in which case, K'[¢[!)] = Q[¢")]. The result now immediately follows. [

Lemma 3.5.11 Let F be a field, and suppose that functions K : M?> = F and Q : M? = F are
determinantally equivalent. Then,

3 . . 3 ‘ ‘

> (Kl + K1) = > (@l + Q'la™))- (3:22)

i=1 i=1

Moreover, if K and @ are nowhere-zero except possibly on the set {(x,z) : x € M}, then

(K1a®)+ K'(g?)) + (Kla®) + K'a")) = (Qla®) + @1a™)) + (Qla™) + Q'1a™).  (3.23)

Proof Since |[M| = 4, we can use equation (3.1) with n = 4 in conjunction with the Leibniz

formula for determinants to obtain, for x1, xo, x3, x4 € M distinct,

4

Z sgn(o H (T4, To(s)) = Z sgn(o) HQ(wi,xo(i)). (3.24)

oESy i=1 oESy i=1

It is clear that for a permutation o € Sy not a 3- or 4-cycle, the summands on both sides of (3.24)
agree. Therefore, as we had done when we were analyzing equation (3.5), we can subtract such
terms from both sides of (3.24) and be left with

impi’,p*)(mp(ww' )i( )+ K'[q"))

i=1 i=1

= (3.25)

S ) (W] + ]) = 3 (Qla) + @'la™).

i=1 i=1

where, for i € {1,2,3,4}, pgf) € M denotes the unique vertex not in the cycle p(. Now, we know
from equation (3.1) with n = 1 that for every i € {1,2,3,4},

K@, p) = ).
Since p®, by Lemma 3.5.4, belongs to either Case 1 or 2, we have
{K[p"), K'p@)} ={Qp"), @ p™)} Vi€ {1,234}
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Therefore, we can subtract the first sum of both the left hand side and right hand side of equation

(3.25) and we are done.

The second claim of the lemma follows immediately from Lemma 3.5.10 by subtracting (3.21) from
the established equation (3.22). |

Lemma 3.5.12 Let F be a field, and suppose that functions K : M?> — F and Q : M?> — F are

determinantally equivalent and nowhere-zero except possibly on the set {(x,z):x € M}. Then,

(K1) + &'la™)) - (K1g™) + K'g]) = (Qla™) +Q'la™)) - (Qla™) + Q'la™)).

Proof It follows from Lemma 3.4.1, equation (3.16), our assumption that the 3-cycles p? and p@
belong to Case 1, as well as our assumption that the 3-cycles p1) and p®) belong to Case 2, that

K(¢"K[¢®] = K(1,3)K(3,1) - K[pP]K'[p™] = Q(1,3)Q(3,1) - Qp™1Q'[p™] = Ql¢™Q[¢"),
(3.26)

and

K[ K'[¢") = K(2, 9K (4.2) - K[pV]E' Y] = Q(2,9Q(4.2) - ' Q™)) = Q'1d*)Ql¢™;

(3.27)
in which case,
K'lg?K[¢"] = Qla®1Q[¢")] (3.28)
and
K'lg?1K'["] = Q'[¢®1Q'["). (3.29)
The result now follows immediately. |

Corollary 3.5.13 Let F be a field, and suppose that functions K : M?> = F and Q : M?> = TF are
determinantally equivalent and nowhere-zero except possibly on the set {(z,x) : x € M}. Then,

one of the following two statements holds:

(i) K[g®) = Qq®] and K'[¢®] = Q'[¢”] or K[¢®] = Q'[¢"”] and K'[¢”] = Q[¢?],
and

K(¢®) = Q[¢"] and K'[¢®) = Q'[¢"]  or  K[¢®) = Q'[¢P)] and K'[¢"] = Q[¢");

(ii) K[q®]+ K'[¢”] = Q[¢™] + Q'[¢")] and K[¢®] + K'[¢"] = Q[¢*] + @'[¢?].
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Proof By Lemma 3.5.11 (more specifically, equation (3.23) therein) and Lemma 3.5.12, we have,

by a simple application of Lemma 3.5.1, that either statement (ii) holds; or the equations
K"+ K'[g"] = Q[g™] + Q'[q] and K[¢%] + K'[¢")] = Q[¢")] + @' [¢"*]

hold. We note that, thanks to equation (3.16), we also have the equations

K[®] - K'[¢"] = Ql¢®] - @'[¢"] and K[¢”) - K[¢"] = Q[¢"] - @'[¢"]
in our possession. An application of Lemma 3.5.1 then brings up statement (i). |
With this corollary in our disposal, we are now in the position to place the last piece of the puzzle
on our board, that is, to prove that, in fact, the 3-cycles p™) and p(® actually belong to Case 1:
First suppose there is some index i € {1,2,3, 4} such that K[p(] = K’[p()]. Then, by Lemma 3.5.4,

QY] = K[p) = K'p") = Q'p"],

that is, p(?) belongs to Case 1 and 2 simultaneously. Consequently, three of p p@ pB) p4) belong
to the same Case; and so then we are done by Lemma 3.5.7 (cf., the second remark after the lemma).

So let us suppose henceforth that
KW # K'pY) vie{1,2,3,4}. (3.30)

In other words, we are supposing that each of the 3-cycles p(*) belong to exactly one Case. Specifi-
cally, we are supposing that p(® and p* only belong to Case 1, and that p(!) and p®) only belong
to Case 2. We seek for a contradiction. We have two scenarios to examine corresponding to the

cases in Corollary 3.5.13; let us start with case (i).

It follows from Lemma 3.4.2 (through a simple relabelling of vertices) that for every function
h : M? — T that is nowhere-zero, except perhaps on the set {(z,z) : x € M}, that
_ W p™] K P ap®)]

h(2,3)h(3,2)  h(1,4)h(4,1) (3.31)

hlq?]

Suppose first that the instance K[gl?] = Q[¢?)] from (i) of Corollary 3.5.13 holds. Then, (3.31) in

conjunction with equation (3.16) yields
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Thus,
K[pWE pY] = QM@ ™).

Since we have assumed p® to be a 3-cycle belonging to Case 1, the above equation implies that

pM also belongs to Case 1; contradicting our earlier assumption that p(!) only belongs to Case 2.

Let us now suppose that the instance K[¢l?l] = Q'[¢!?] from (i) of Corollary 3.5.13 holds. Then,
(3.31) in conjunction with equation (3.16) yields

QpMeP™] @ pMQp™]

= K[¢?) = Q'l¢?) = Q(2,3)Q(3,2)  K(2,3)K(3,2)

Thus,
KpWK'[pW] = Q'[p™M)Q[p™)].

Since we have assumed p™) to be a 3-cycle belonging to Case 2, the above equation implies that

p® also belongs to Case 2; contradicting our earlier assumption that p(* only belongs to Case 1.

We conclude that (i) of Corollary 3.5.13 cannot possibly hold; so let us now assume that (ii) of
Corollary 3.5.13 holds. In the proof of Lemma 3.5.12 we had established equations (3.26) — (3.29).
By dividing (3.26) by (3.28), we get

K[q?Q'[¢"] = K'[¢™)Q[q™). (3.32)

Now, by our usual application of Lemma 3.5.1, the first equation from (ii) of Corollary 3.5.13
together with equation (3.32) brings about the following two possibilities:

(1) K[¢®] + K'[q®] = 0 and Q[¢"] + Q'[¢®] = 0;

(1) K[¢¥] = Q[¢¥]] and K'[¢] = Q'[¢™].

Let us first assume that (I) holds. By dividing (3.27) by (3.26), we get

/12] K'[ql3] KB K2 . '
g[[gm]] N K[[j[s}]] - K[[;]m]] K/[[Z[Ql]] (by assumption (I), K[g®] = —K'[g®))

_ KQ24K4,2) KpYKEp?)] :
= _K( DE(L2) KK (by Lemma 3.4.1, equation (3.12))
=1,

where the last line follows from our assumption that the 3-cycles p) and p®) belong to Case 2.

Therefore,
K[g™] + K'[¢%] = 0 = Q[¢™] + Q'[¢"].
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By equation (3.16), we also have K[qP?]- K'[¢®?] = Q[¢?]- @'[¢!?]; and so, by the usual application

of Lemma 3.5.1, we have
K[q¢?] = Q[¢®] and K'[¢?] = Q'[¢®] o K[¢¥] = Q'[¢”] and K'[¢?] = Q[¢].

But this is precisely the first part of (i) of Corollary 3.5.13, which we had investigated earlier and

had obtained a contradiction.

The remaining scenario to check is when (II) holds; so let us now assume that (II) holds. Thanks
to (3.31), equation (3.16), and the fact that the 3-cycles p{) and p® belong to Cases 2 and 1,

respectively, we have
K[ [2]] _ K[p(l)]K/[p(4)] _ Q,[p(l)]Q/[p(4)]
TITEREIKEG?) T Q23)Q6,2)

This equation in conjunction with the assumed K[ql%] = Q[¢l*]] of (II) yields

_ QE31QB:2)Q(2,1) - Q24)Q(4, 3)Q3:2)
QUEBIQEB2]QZ4)Q(4,1) = Q02300377 :

which simplifies to

Q(27 3)@(43 1) = Q(2> I)Q(47 3)7

that is,
Q(2,1) Q(2,3)
Q(4,1) Q4,3)

a contradiction to our theorem’s hypothesis. Since Proposition 3.5.6 is now proven, we can formally

I

conclude Theorem 3.1.1.
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Chapter 4

Markov Additive Processes and

Self-Similar Markov Processes

4.1 Background

Lamperti’s transform for self-similar Markov processes establishes a bijection between positive self-
similar Markov processes (pssMps) and Lévy processes; cf. [41]. Its proof can be found in the lecture
notes [12], as well as in Chapter 13.3 of [36] (in a more modern and complete presentation). Such
a bijection has proved to be instrumental both in the understanding of the path and distributional
properties of the former class, and in pushing the boundaries of the knowledge around the celebrated
Wiener-Hopf factorization for Lévy processes. Particularly, it has given rise to the construction of
new classes of Lévy processes for which explicit identities can be obtained. The recent book by
Kyprianou and Pardo, [37], and the references therein present a thorough account of this. One
work that had sparked this chain of events is that of Caballero and Chaumont, [10], where the
authors obtained a precise description of the Lévy processes underlying a stable process killed at
its first passage time below zero, a stable process conditioned to stay positive and one conditioned

to hit zero continuously.

Later, Chaumont, Panti and Rivero in [13] extended Lamperti’s result from the positive half-line
to the real line, and then subsequently, Alili, Chaumont, Graczyk and Zak in [1] to R?, by proving
that the class of R%valued ssMps is in bijection with Markov additive processes (MAPs). This
bijection has been very helpful in the understanding of processes related to stable processes and to
lay the foundations of a general fluctuation theory for MAPs, extending the one for Markov additive

processes where the modulator has a discrete state space. The latter have played a prominent role
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in, e.g., classical applied probability models for queues and dams.

This thesis chapter concerns the proof of an extension of the above-described bijections to cover the
case of ssMps valued in a general Banach space with a given norm. Specifically, in Section 4.2, we
state and prove the promised norm-dependent connection between ssMps and MAPs. We remark
that a version of this very result, in a different context and applied in a different way from that
which we do in the thesis, had been published by Siri-Jégousse and Wences in [55] a bit after our

(then unpublished) derivation of said result.

4.2 Norm-Dependent “Lamperti-Type” Transform Between M APs
and ssMps

In order to state the earlier-mentioned generalization of Lamperti’s transform for a general Banach
space F over the field of reals, equipped with a given norm || - ||, we recall that any element x € F

possesses a (unique) || - ||-polar decomposition: x can be uniquely identified with the vector
(|[]], arg(x)) € [0,00) x S|, (4.1)

where arg(z) = ﬁx, and Sy == {z € E : ||z = 1} denotes the unit sphere of E with respect to

| - |l. As a convention, we take (0,0) to be the || - [|-polar representation of the vector 0 € E.

We make some further enhancements on our notation for the normed unit sphere to deal with the
particular case of E = R?, for d > 2, along with the LP norm, || - ||lp, for p > 1, on said space. We
will need these notations later on in the thesis when we start exploring, through examples of ssMps
that live in the positive orthant of R?, the norm-dependence of the impending generalization of
Lamperti’s transform.

Sty =A{x eR?: |lz|| = 1};
Sy =80, ={zeR": |a|m =1}, p>1;

d+ _ od d. At  od d
S =Sk n0,00)%  SyTi=8,n[0,00)% p>1

In this section we prove that space-time-transforming a given (possibly killed) MAP in an appropri-
ate way yields the ||-[|-polar decomposition of some E-valued (possibly killed) ssMp. Conversely, we
show that by applying the same space-time transform on a suitable MAP we recover the || - ||-polar
decomposition of a given E-valued ssMp killed on its first hitting time of 0 € E. We call this MAP
the underlying MAP of the associated ssMp (always with respect to the chosen norm || - || on E).

Precisely, we prove the following theorem.
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Theorem 4.2.1 Let E be a locally compact and separable Banach space over the field of reals,

equipped with a norm || - ||. Fiz o > 0. Let (§,Z) = (&, Z¢)e>0 be an R x S -valued MAP with
cemetery state (—o00,d) and lifetime (. Set ¢(t) == inf{s > 0: [Je*rdr > t}, t > 0. Then, the
E-valued stochastic process that has the || - ||-polar decomposition

(%0, Zy1))ez0, (4.2)

o0

where we understand e~ = 0, is a ssMp with index of self-similarity o, cemetery state 0 € E and

lifetime K = foc e®s s,

Conversely, let Z = (Z)t>0 be an E-valued ssMp with index of self-similarity o, cemetery state 0
and lifetime K = inf{t > 0 : || Z]| = 0}. The R x S -valued process (§,Z) = (&, Zt)i>0, defined
by the transformation

(08 (11 |). A Z1). ift < ¢
(—00,0), ift > ¢

(&, E) = (4.3)

where I == inf{s > 0: [J || Z,||~dr > t}, t > 0; ¢ := fOK | Z||~dr, is a MAP with cemetery state
(—00,0) and lifetime . We call (§,Z) the underlying MAP of the ssMp Z (with respect to the

norm || - || ).

Proof We begin by proving the first part of the theorem. To this end, fix ¢ > 0 and z € E and
denote the probabilities of (§,Z) by P, ), where (p,0) € R x §)|. Denote by Z = (Z;);>o the
process with the [| - ||-polar decomposition from (4.2). Since £ is cadlag, the mapping s — [ e dr
is continuous and non-decreasing. Hence, its inverse ¢ is well-defined, continuous, and constitutes
a family of stopping times (¢(t))i>0. The assertions regarding Z’s cemetery state and lifetime
then follow. Moreover, since (§,Z) is cadlag and quasi-left-continuous and the time-change ¢ is
continuous and non-decreasing, the process (§¢(t), E¢(t))t20 is also cadlag and quasi-left-continuous,

and hence so is Z.

All that is really needed to prove is the self-similarity and Markov properties of Z. We start by
proving the former. For this, we first need to define a family of probabilities, (P, x € R), for Z in
terms of the given family of probabilities of (£, Z). We do this just below:

P(I,g) = Py, (a:, 9) e R x S||‘H" (4.4)

It is then easy to see that proving the self-similarity property of Z, i.e., proving for every ¢ > 0 and
x € E that
d
({Zt?t 2 O}a PCI) = ({CZC*O‘bt 2 O}a Pw)a
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is equivalent to proving, for every ¢ > 0 and ¢ > 0, that

— d -
({ (exp{§¢(t)}, :¢(t)), t> 0}, P(Wﬂ)) = ({ (C eXp{fqﬁ(cfat)}, .:(b(cfat)), t> O}, P(ﬁﬂ)) 5 (45)

where (n,0) = (log ||z||,arg(z)) and 5’ = log||z| + log(c).

If we can show that ({#(t),t > 0}, Py 9)) 4 ({p(c™t),t > 0}, P, 6)), then (4.5) will follow imme-
diately from Lemma 2.2.12. Fix a bounded measurable function F' and ¢ > 0. Then,

E(.6) [F(gzﬁ(cfo‘s) 15 < t)}

= E(n,e) F(lnf{’r >0: A e%udy > e—a(logc)s} s < t)]
=Eq 0 F({inf{r >0: /0 eidl > s} 15 < t})] (by Lemma 2.2.12)

=Egy 0)[F(e(s) 1 s < 1)),
as required.

It remains to prove the strong Markov property of Z. Denote by (G¢)i>0 the natural filtration of
the underlying MAP (¢,Z). This means that (H;)¢>0, where H; = Gy ), is the natural filtration
of the process from (4.2). It suffices to show that for any (:):>o-stopping time 7 and for every
bounded measurable function g : [0, 00] x S = R, on {7 < (},

Em.0) [g(exp{§¢(7+s)},E¢(T+s))ﬂ{7+s<<}|7ir} = Eqy 00 [Q(GXP{%(S)},E(;;(S))} ‘n’:logHXrH’ (4.6)
0'=arg(X;)
where (1,0) = (log ||z, arg(z)).

Of course, for equation (4.6) to even make sense, the stopped o-algebra H, = Gy(,) needs to be
well-defined. To show that this is indeed the case we need to show that ¢(7) is a (G¢)¢>o-stopping
time. First notice how, for a deterministic u > 0, ¢(u) is a (G¢)i>o-stopping time: {¢(u) < s} =
{ fos e®rdr > u} € G, since this event depends only on the information of the process (£, Z) up to

time s and no later.

Now, to prove ¢(7) is a (G;)¢>o-stopping time, fix a deterministic s > 0. Then, note

{o6(1) < s} = {/OS e“&rdr > T}
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= U {r<unfu< /Oseo‘f*dr})

ueQN(0,00)

= U {r<adn{o(w) <s)).

ueQN(0,00)

Since 7 is an (H;)¢>0-stopping time, we have {7 < u} € H,. But H, is equal to Gy, by definition.
We showed above that ¢(u), for deterministic u, is a (G¢)i>o-stopping time. Thus, H, is the
stopped o-algebra of (G;)i>0 with respect to the (G;)¢>o-stopping time ¢(u). Now, {7 < u} being
an element of H, by definition means that it satisfies {7 < u} N {p(u) < r} € G, for every r > 0.
In particular, we have that for every uw € Q N (0,00), {7 < u} N {p(u) < s} € Gs. Thus, by closure
under countable unions of G,, {¢(7) < s} € G,; which proves that ¢(7) is indeed a (G)s>0-stopping
time. Alternatively, one could simply invoke a standard stopping-time result: since ¢ is adapted

continuous and non-decreasing, and 7 is an (H;)¢>o-stopping time, then ¢(7) is a stopping time.

To conclude the proof of the Markov property, we first note that
T
O(r+s)=1inf{r >0: / e®Sudy > 7 + s}
0

r (1)
= inf{r > ¢(7) : / e du, — / eSudu > s}

0 0
r—¢(7)
= inf{r > ¢(7) : / eSudy > s}
0
= () + ¢(5) 0 Oy(r)-

So, on {7 < (},

E(n,@) |:g( eXp{ggb(T—&-s) }a Ed)(T-‘rs)) 1{T+S<C} ‘/HT]
=E(,0) [9( exXPLEp(r) 6 (5)00s(r 1> ES()H0()00,(ry ) Lis<Cotyiry} |”HT}
=E) [9( exp{€s(s)} Zo(s)) Ls<cy © O |g¢(v>}

) [g( exp{&s(s) 1> Es)) ]1{8<C}:| ‘n,':gpm

==¢(1)

= Egy 1) [9( exp{€s(s) ) 5¢<s>)} /=log | X |

6'=arg(X-)

where the third equality follows from cadlag paths and the strong Markov property of the MAP

(&,2), as well as of course the fact that ¢(7) is a stopping time, as required.

We now deal with the second part of the theorem. We need to prove that the bivariate process
(&,2) from (4.3) is indeed a MAP as described in the statement of the second part of the theorem.
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Our first claim is that

t s
o(t) = /0 | Zs||”“ds = inf{s > 0: / %rdr >t} = ¢(1), t>0.

0

By taking the derivative with respect to t of both sides and applying the chain rule we get
&' (I,)dI,/dt = 1, and hence dI,/dt = (¢'(I;))"'. By observing that ¢/(t) = ||Z]|~®, we obtain
dl/dt = || Z,||* = e*%, and by finally integrating both sides of this equation with respect to t, we

are done.

Suppose that the ssMp at hand, Z, has filtration (F3)¢>0 and probabilities (P, : z € E). It is then
evident that (G;);>0, defined by G, = Fi,, is the natural filtration of (£, =). Strictly speaking, for
the aforementioned filtration to even make sense, one would need to check that I; is an (F¢)¢>o-
stopping time, but this follows directly from the fact that Z is cadlag and ¢ is non-decreasing and

continuous.

To show that (§,Z) is a MAP, we first need to equip (&, Z) with a family of probabilities, P, g),
(7,0) € R X S|, in terms of the given family of probabilities of Z. By noting that (£, Z0) = (z,0)
if and only if Zp = e, we see that we can simply define P(, g) as in (4.4).

The first step is then to confirm that the lifetime, (, of said process is indeed only dependent on

=. Since ( satisfies ( = fOK | Z||~“dr, proving that for every = € R,

d
(¢, Pa0)) = (¢, Pro0)), o€y

is equivalent to proving that for every x € R,

K d K
/ | Z,||~%dr, Pezg | = / |Z,||"%dr, Py |, 0 €S-
0 0

Thanks to self-similarity of Z,
d axr
(K, Pezg) = (e K, Pg), (l‘,@) eR x SH”’

and
({Zr,r > O},Pezg) d ({emze_wr,r > O},Pg), (,0) € R x .-

From these two equations we get the desired

K d e*T K K
/ 1200 dr, Py | & / 1o, |~ dr, Py | = / \Zo~2dr, Py ).
0 0 0
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for (z,0) € R x §)., where the last equality follows from a simple change-of-variables.

We now prove that (£, Z) is a strong Markov process possessing the additive property (2.11). We
start off with the strong Markov property: let 7 be a (G;)i>0-stopping time and g : R x Sp—Ra
bounded measurable function, which is extended to take value zero on (—o0,d). It is not difficult
to derive on {7 < (},

Liys=1+100;, s> 0. (4.7)

Of course, one needs to then check that I too is an (F;):>o-stopping time. This is a standard
exercise and we omit the details, preferring instead to proceed with the proof of the strong Markov
property. We remark that in the forthcoming calculations we have denoted the expectation with
respect to the measure P, z € E, by E,. Let (z,0) € R x )|, then, on {7 < (},

flt]

J-"ft] (by (4.7))

E(z,@) [9(&rt55 Zr+5)]G7]

1
= el g<10g(HZIT+s||) ”Z ||ZI‘I‘+S>

7'+s

[ 1
= Lrerp (10g(HZ[S||) ”Z H )O@]T

1
=F 1 VA — 7],

1

= Etog(121, 1) 20019 )[9(£5), Es)]

e E(ET,ET) [g(gsv ‘:‘S)]’

(Z is a strong Markov process)

= Lexp{log(| 21, )} HZ}T 141r

which proves the strong Markov property for (¢, E).

We now prove the additive property. For this we need to make two important observations by

exploiting the self-similarity property of Z. Our first claim is that for any z € R and 6 € §) |,

(It, Pusg) & (e°“I;, By), ¢ 20. (4.8)

Indeed, for a bounded measurable function F' and t > 0,

<inf{s >0: /OS | Z: ||~ %dr > t})]

F(inf{s >0: / lle® Zg-aw, || %dr > t})] (by self-similarity of Z)
0

exe[ (It)] exG
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F(e‘m ~inf{s > 0: / | Z: ||~ “dr > t})]
0

= By[F(e** ).

Our second claim is an immediate consequence of the self-similarity property of Z: for any « € R
and 0 € §),

d =z
(Zt, Pezg) — (e Ze—azt,PQ), t Z 0 (49)

Having established the above two claims we proceed with the proof of the additive property for
(§,Z). Fix a bounded measurable function g : R x §.) = R, s, > 0 and (x,0) € E x §). Then,

on {t < (},
fh]

E(20)[9(&t+s = &t Zvrs) Lipts<cy 1G]

' s \) |
- e lo ==, Z 1 ~
! _g( g< 1 Zr, || 1Z1,... | Tevs | H{t4s<d(K)}

[ ||th+1509[ H 1
= 0 10 ¢ Z[ 1500 1 R .F]
- _g< g( 1 Z1g005, I )" 1 Z1,4 1500, | vrlooln ) P Tofr <K It

[ 1 Z1, 41,00, | 1
= Eeeg lo . 2141500, | L1, Fi
- _g< g( 1Z10o0,, || )" 1 Z1+1000,, 1~ Uso0r, <ECoOr 3\ e

[ 1Z; u) 1
= Fe lo =, Zr, |1 o0, |F,
9_(g< g<HZo|| [y Ay A
[ 1Z; u) 1
=E lo =1, Zr, |1 ,
o _g< g(uzon 2

where the last line is an immediate consequence of the strong Markov property of Z. We rewrite

the last expression in the following conducive way on {t < (},

1Z1 H) 1
1 S 7z |1 .
g( Og(HZoH [ A BT ()

0'=rr—Z
T2, 171t

E .

et .0/

Carrying on our previous calculation with the aid of (4.8) and (4.9), we obtain on {t < (},

E(2.0)[9(Etrs — &t Etrs) Lprsacy |G

121 H) L
—E., lo ), ——Z5, |1
o g( g(HZoH [ I A e 1)
V=12
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1
=F ., log(||Z -2 ——7; |1
ez .0 g( g(” Is”) HZISH IS) {Is<K}] mlzlog(”ZIt”)
/__ 1
=Tz 17"
= Eg/ g log(Hex/Z 7047;’( aa! | )H) — .%'/, LZ[S ]1{[ <K}
] ¢ e s | Z1.]] ° 96//=10gg||thH)
A
1
:Egl g 1Og(||ZIs”)’ ||Z ||ZIs :H'{IS<K}
- . 0=z

=E,0n[9(&s, Es)l{s<g}]9/:mzh
= E(O,Et) [g(ésv ES) ]]-{S<C}]a
which is precisely the desired additive property.
Lastly, that (£, Z) is cadlag follows from the fact that it is the time-change of a cadlag process by

a continuous and non-decreasing family of stopping times. |

Remark 4.2.2 In the proof of the second part of Theorem 4.2.1, the time-change
S
I = inf{s>0:/ | Z ||~ %dr > t}, t <,
0

implicitly required sufficient path reqularity of the ssMp Z to ensure that it is well-behaved and does
not blow up — this is taken care of by the standard assumption of cadlag and quasi-left-continuous

paths. In particular, for the additive functional
- S
i) = [ 1z <K,
0

to be continuous and non-decreasing on [0, K), and hence for its right-continuous inverse I; to be
well-defined and finite for every t < (, both right-continuous paths of Z and quasi-left-continuity
are at play — the latter property specifically guaranteeing that there are no sudden predictable drops
of | Z]| to zero.

The bijection established in Theorem 4.2.1 should be compared with two principal generalisations
of Lamperti’s classical representation: the R? extension of Alili, Chaumont, Graczyk and Zak [1],

and the infinite-dimensional framework developed by Siri-Jégousse and Wences [55].

As we had mentioned earlier, Alili et al. in [1] establish a bijection between R%valued self-similar

Markov processes and Markov additive processes whose modulator lives in the Fuclidean unit sphere.
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Their setting is therefore finite-dimensional and Euclidean in nature. By contrast, Siri-Jégousse and
Wences in [55] work in a general locally compact and separable metric space, allowing in particular
for infinite-dimensional state spaces. Their framework is formulated in terms of standard processes
in the sense of Blumenthal and Getoor (cf., [8]). Theorem 4.2.1 in the thesis operates on a locally
compact and separable Banach space E, which in particular implies a finite-dimensional setting —
just like in [1] — but differs from the latter in that the modulator evolves on the unit sphere with
respect to an arbitrarily-chosen norm || - ||. It is precisely this norm-dependence that is the main
conceptual extension of Theorem 4.2.1 relative to the version established by Alili et al.: varying the
norm alters the geometry of the unit sphere and hence produces different modulators and therefore

different underlying MAPs for the same ssMp.

In regards to the regularity of the processes, it should also be remarked that, in contrast to the
cited works — which assume standard processes — we do not explicitly impose quasi-left-continuity
on the paths of the processes. Instead we proceed directly by explicit construction of the space-time
change, verification of the self-similarity property, verification of the strong Markov property via
stopping-time arguments, and direct verification of the defining property of MAPs, that is their
additive property (2.11). So while both the proofs presented in [55] and in our thesis follow the
heuristics in the proof in [1], we believe that the one we present here is more elementary and
constructive in nature and exhibits more clearly the resemblance with the original arguments due
to Lamperti in [41] connecting Lévy processes and (0, co0)-valued ssMps but now in the setting of
there being a Markov modulating component process present. We should emphasize, however, that
the result obtained in [55] is formulated (and works) within a more general abstract topological

setting.

In conclusion, while the work by Siri-Jégousse and Wences and the current part of the thesis
both concern “norm-dependent” Lamperti-type transforms, the norm-induced geometry on the
underlying modulator that we had discussed earlier — which is central to the applications developed
in the subsequent chapters of this thesis — is not the main focus of [55]. In particular, for the ssMps
that we will be studying in the following chapters of the thesis, we will quickly find out that the

L' norm is the “most appropriate” choice of norm.
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Chapter 5

Stable Processes Killed Upon Exiting
a Cone in the Positive Orthant of R?

5.1 Introduction

In this thesis chapter, we consider a concrete example of an ssMp: a stable process with index of
self-similarity a € (0,2) killed on its first exit from a cone in R?, d > 1, for which we perform
practical calculations to attain valuable information about its underlying Lévy or Markov Additive
process. We start off in Section 5.2 by providing all the notations and formal definitions we will
consistently be using in this chapter, as well as subsequent chapters of the thesis, in regards to
stable processes. We also use the aforementioned section to derive and present a couple of basic

preliminary results in regards to their jump structure that will be used in our proofs later on.

In dimension d = 1, the cone will be the positive real line (0,00), and the stable process will be
a standard one-dimensional stable process with both upward and downward jumps, initiated from
some positive state. As such, this particular stable process killed on its first exit from (0,00) is a
pssMp. Thus, by Theorem 2.2.15, it possesses an underlying Lévy process, £* = (£/)¢>0, killed at an
independent (of its path) rate ¢* > 0. This setting has already been extensively explored (cf., [37])
and all of the results presented in the thesis on this subject are well-established. In particular, a
derivation of ¢* can be found in Section 5.3 of [37] and it does not utilize Lévy systems/compensation
formula. Because in later sections we will be extensively applying higher-dimensional versions of
the compensation formula to tackle our novel problems, we choose to dedicate Section 5.3.1 to the
derivation of this (already known) ¢* using the classic (one-dimensional) compensation formula (cf.,

Theorem 4.4 of [36]). We emphasize that the techniques used to this end are quite standard.
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It is in dimension d > 1 where all the novel problems that we tackle in this chapter lie. In this
setting, the cone will be the positive orthant of R?, and the (d-dimensional) stable process of study
will be the d-dimensional (random) vector with each of its coordinates being an independent (one-
dimensional) a-stable process with both upward and downward jumps, initiated from a positive
state. As such, this particular multi-dimensional stable process killed on its first exit from the first
orthant is an example of an R%valued ssMp. Thus, by Theorem 4.2.1, there exists an underlying
(norm-dependent) MAP, (§,Z) = (&, Z¢)i>0 € R x §). Unlike the one-dimensional setting de-
scribed in the previous paragraph, the killing rate of this underlying MAP will, in fact, very much
depend on the position/path of the MAP. Indeed, one would intuitively expect said killing rate to
be larger the nearer the process is to the boundary of the cone. Moreover, it goes without saying
that said killing rate (function) is very much dependent on the choice of norm, || - ||, on R?. This
makes up the contents of Section 5.4.1. For the characterization of the MAP to be complete, we
need to also describe the MAP’s jump structure (in virtue of the fact that it is pure-jump); which

we do by deriving its jump kernel in Section 5.4.2.

Additionally, we will also study a special case of the stable process described in the above paragraph,
namely the case of d =2 and ||-|| = || - ||2, where we will be considering a more “general” cone than
the positive orthant (“quadrant” in this case) of R2. This cone will be given via polar coordinates
in the way one would naturally describe an, albeit two-dimensional, cone inside the first quadrant;
namely, as

{(r.0) €[0.00) x [0.27) : 6 € (b1.62)},  0< 1 <2< 5.

Notice how the above set when ¢1 = 0 and ¢ = § describes precisely the positive orthant (quad-
rant) of R2. A natural question to ask is how exactly will the killing rate of the underlying MAP
of this particular 2-dimensional stable process depend on the angles ¢1 and ¢o. Will there exist a
neat closed-form formula for the killing rate? This makes up the contents of Section 5.4.3. Engag-
ing in some more involved trigonometry, in Section 5.4.4, we tackle the analogous problem in the

third-dimension using spherical coordinates.

5.2 High-Dimensional Stable Processes

We let X = (X})t>0 be the d-dimensional a-stable process with index of self-similarity « € (0, 2)

given by

X, =xV, . xert, >0, (5.1)
where X(1) = (Xt(l))tzo, XD = (Xt(d)) >0 is a collection of independent (one-dimensional) «-
stable processes with positivity parameters p1, ..., pg, respectively. For this thesis chapter we will

assume henceforth that p1,...,pq € (0,1). Let us denote the probabilities of X of this section by
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(Pg,x € R?), and the expectation with respect to P, by Eg. By definition, each X0 1 <4<d,
is self-similar, and hence so is X. It follows that the process Z = (Z;);>0 defined by

Zi=Xlgyemy,  t>0, (5.2)

where 7P = inf{t > 0 : X; ¢ D}, where D = [0,00)¢ denotes the positive orthant of R? is an
example of an ssMp absorbed at the zero vector, 04 € R?, and thus admits a (norm-dependent,)
underlying MAP through Theorem 4.2.1. Indeed,

Lemma 5.2.1 The process Z = (Z;)i>0 defined by
Zy = Xt]l{t<7-D}a t> 0,

where D = [0,00)¢ and 7P = inf{t > 0: X; ¢ D}, is a (killed) ssMp with index of self-similarity

a, lifetime TP and cemetery state 04 € R%,

Proof One can follow analogous steps to those taken in Chapter 5 of [37]. In particular, by
iteratively applying Lemma 5.8 therein (which is the one-dimensional version of the statement of

the current lemma) and by noticing how the process Z can be written as

Zi = X;1 t>0,

N 57 20)°
where, for 1 < i < d, X = (Xgi))tzo, denotes the running infimum of X®), Xﬁi) = infs<y Xgi),
t > 0, one will obtain the result. |

Throughout the entire thesis, we shall be consistent in denoting the underlying MAP of the ssMp Z
by (£,Z2) = (&, Et)1>0, and its respective lifetime by ¢. Let us also denote the probabilities of (£, =)
by P(,.6), (z,0) € R x Sﬁl ‘T ; which we know are obtained from those of Z through the description
given in the second part of Theorem 4.2.1. We shall denote the expectation with respect to P, g

by E(Z,G)‘

Since the stable processes X @) defined above admit both positive and negative jumps, their posi-
tivity parameters satisfy p; € (0,1), and hence, consistent with (2.3)-(2.5), their respective Lévy

measures, I1), and respective characteristic exponents, UU), are given by
N9 (dzx) = |a|~ (P 1 ogy + 1 fpegy)dz,  x € R\ {0}, (5.3)

and
v ()) = / (1— e +idalyy )V (dz), AER, (5.4)
R\{0}
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where (1 ) _ .
() T+ a)sin(rap) 1 o) T0+a)sin(ra(l = py))

m s

(5.5)

Henceforth, we shall denote the Lévy measure of X from (5.1) by II. From the fact that the X
are independent, and hence cannot jump simultaneously, we derive the following explicit form of IT
in terms of the I1(9):

Lemma 5.2.2 X from (5.1) has an infinitely divisible distribution with generating triplet (0gxq, 11, 04)
(as per terminology from Theorem 8.1 of [33]), where Og4yq denotes the d x d null-matriz. The mea-

sure 11 is given by

d
I(de) = > (R do(dzr)) @ M (dj), @ = (21,...,24) € RT\ {04}, (5.6)

j=1 k#j

where & denotes the classic Dirac measure. Moreover, X is an a-stable process.

Proof To prove the first statement of the lemma regarding the generating triplet of X, fix A =
(A, .. s M) €ERY @ = (21,...,24) € R denote by (,) and |- | the Euclidean inner product and
norm, respectively. Denote by W the characteristic exponential of X. Then, by independence of
the X (),

= En: TN, (5.7)
=1

By (5.4), for every 1 < j < d,
v ())) = / (1 — e 9% 4 iXja;l g, <)Y (da;)
R\{0}

- (1— e ™) L i\ @) 1)1 00 (daey )TV (dz).
feon (et T e

k#j
By summing up the above over 1 < j < d and applying (5.7), we get the first statement of the
lemma. Lastly, it follows that X is an a-stable (d-dimensional) process because its generating
triplet satisfies that given in Theorem 14.3 of [33]. |}

Remark 5.2.3 We know that the Lévy measure of a Lévy process is what determines its jump
structure. The intrinsic nature of the Lévy measure of X, given in (5.6), is such that the only

jumps X can experience are through one and only one of its coordinates, that is, if t is a jump time
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of X, and we denote by AX; .= Xy — Xy the jump, then necessarily

d
AXy =X, - X €| |,
j=1

where Jj = {0} 1 x (R\ {0}) x {0}¢79, 1 < j < d; and we understand J; := (R \ {0}) x {0}¢*
and Jy = {0} x (R\ {0}).

We now present and prove a useful property that II from above possesses, which we will be utilizing

extensively in the sequel.

Lemma 5.2.4 Let II be the Lévy measure of X (given in Lemma 5.2.2). For every A > 0 and
x € R\ {04}, TI(Adxz) = A\~°TI(dx).

Proof We carry out the proof for n = 2 inasmuch as it contains all the essential features of the

general case. It is not difficult to see, using Lemma 5.2.2, that in this setting, our II satisfies
(dx) = 0o(dao) IV (day) + 6o (de))TIP (da), @ = (z1,z2) € R?\ {05).

To determine II(AB) for a general Borel set B € B(R?\ {02}), it suffices to determine II(AB)
for B in some m-system of R?\ {02} that generates the Borel sigma-algebra B(R? \ {03}). The
most convenient such m-system is the collection of left-open right-closed cylinder sets. So, fix
B = (by,d1] x (b2, da] € R?\ {02}. If 05 ¢ B, then the statement of the lemma is immediate, since
II(B) = 0 in that case. Suppose without loss of generality that (b1, d;] in an interval in the positive

real line and (b2, d2] an interval in the negative real line (0 inclusive), then

(1) m [M 1
1(B) =10 (b)) = [ e
1

and
(AB) = IO (A(by, dy]) = Y / ——dz = AT D((by, dy]) = A°TI(B),

by a simple change of variables. |
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5.3 Positive Stable Process Killed Upon Exiting (0, c0)

5.3.1 Killing Rate of the Underlying Lévy Process

We emphasize once again that none of the results in this small section are novel, and that the

techniques employed are quite standard.

Let X = (X;)i>0 be a (one-dimensional) a-stable process, with probabilities (P, : € R), that
experiences both positive and negative jumps, almost surely; in which case it possesses the jump
measure II from (2.3) with associated constants ¢; and ¢y as given in (2.4) with o € (0,2) and
p € (0,1). We then define the process Z = (Z)>0 by setting Z; = Xy1(x, >0y. It is formally proved
in the beginning of Section 5.3 of [37] that Z, equipped with the probabilities (P, : z > 0), is a pssMp
with cemetery state 0. Clearly, the lifetime of this pssMp is 7; = inf{¢t > 0 : X; < 0}. Moreover, by
Table 3.1 from [37], this lifetime is almost-surely finite, and Xrg < 0 almost surely, that is, X does
not creep downwards (see Exercise 7.4 of [36]). Therefore, Z is a pssMp which falls into category
3 from the trichotomy of pssMps given in Lemma 13.2 of [36]. As such, the Lamperti-transform
guarantees that the underlying (exponentially-killed) Lévy process, £ = (&)¢>0, will have an
almost-surely finite killing rate ¢* (with cemetery state —oo, recall). A complete characterization
of £&* through its characteristic exponent can be found in [10], and a detailed summary in Chapter
5.3 of [37].

We proceed with the promised computation of ¢* through the use of Lévy systems. We emphasize
once again that the explicit expression of ¢* is well known, and that the techniques used in this
small subsection are standard. As discussed in the introduction, we revisit this computation in
detail here primarily to illustrate the use of the classical compensation formula in the simpler one-
dimensional setting before applying higher-dimensional versions of this formula to our new problems

in dimensions d > 1 in the subsequent sections of this chapter.

The first step is to derive the law of 7,. We do this with the help of the compensation formula:
fix a bounded measurable function f : [0,00) — [0,00), let N be the Poisson random measure
associated with the jumps of X and let II be the Lévy measure of X (given in (2.3)). Then, for
z >0,

Eo[f(r5)) = Ba| Y FOLixecor L xi20) Lpary )

t>0

=E, {Z f(t)ﬂ{AXt+Xt—<0}]l{Xt—ZO}]l{t<TJ}]
t>0
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[ roo f0
=E, /0 / f(t)1{9+xt_<o}1{Xt_zo}ﬂ{t<70}N(dt><d9)]

[ oo 0
=E, / / f(t)]l{9+Xt_<0}]l{Xt_>0}]l{t<TO}H(dG)dt] (compensation formula)
0 —oo

[ roo 0
=E, /0 / f(t)]l{9+Xt<0}]l{Xt>0}]1{t<TO}H(dG)dt] (right-continuity of X)
o0 0 6
_ / £(1) / ( / P, (X, € dz,t < TO_))H(dG)dt (Tonelli’s theorem)
0 —o00 0
- / f(t)/ (/ H(d@))Px(Xt € dz,t < 73 )dt.
0 0 —00
By introducing the shorthand notation I1~(2) = II((—oco, —2)), for z > 0, we get
Blf(r)] = [ AR (Xt < 7 ] (58)
which implies
Ex[/ ’ ﬁ(Xs)ds] ~1. (5.9)
0

We claim that fOT(; II-(X,)ds is an exponential random variable with rate 1. To prove this, it

suffices to show that for every n € N,

(/OTO H_(Xs)ds)n] —nl. (5.10)

Indeed, the random variable fOT 0 I~ (X,)ds is moment-determinate:

T _ 9 Ty
/ 1™ (Xy)ds = / X, %ds,
0 @ Jo

and since X is bounded away from zero up to the time of the jump that causes the exit 7,", and since
this time is almost surely finite, the quantity fOTO X %ds is finite almost surely. More importantly,

one shows through standard estimates for stable processes that for sufficiently small A > 0,
o
E, | exp {)\/ X;ods}] < o,
0
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which is sufficient for moment-determinacy.

We carry out the proof for n = 2 in (5.10) inasmuch as it contains all the essential features of the

general case. We denote the natural filtration of X by (F;)i>0.

( /O " fI(XS)ds)2]

i To S2
— 9F, / "I (X,,) / H(Xsl)dsld@]
0 0

Ey

— oF, _ /0 " (X, )( / " ﬁ*(Xw)dsQ) d.91]

S1

i 00 B To _
_ IR, /0 1oy (X)) / H(XS2)d32>d31]

(],
(

/ i ﬁ(X52)d32>] dsy (by Tonelli’s theorem)

S1

o0 B To
= 2/0 E, H{TO*>51}H7 (X)) Ey [/ I~ (XS2)CZ82‘.F51] ] dsy (tower property)

S1

/0 " f[(XS2)d32]

] ds;  (Markov property of X)
y:Xsl

_2 /0 E,|1 {T(;>Sl}ﬁ’(X51)} ds1 (by (5.9))

=2E, / ’ H_(XS1)d51] (by Tonelli’s theorem)
0

=2 (by (5.9)),

as required.

From Lamperti’s theorem, we know that the lifetime of the underlying Lévy process £* is equal to

fOT o X s “ds and is exponentially-distributed. It is easy to check that for s < 7,

- ﬁi(XS)
X =Sra

Therefore, the lifetime of £* is equal to

/TO X ! /TO 0 (X,)ds = &
§==—— s)ds = —eq,
0 ’ II=(1) Jo cr '

where @1 is an exponential random variable of parameter 1. It is not difficult to check that, for
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w > 0, the random variable uW, where W is some exponential random variable with parameter
A > 0, is also an exponential random variable with parameter % Using this simple fact, we deduce
that the lifetime of {* is exponentially-distributed with parameter %; said another way, £* is killed

at rate
* C2
= —. 5.11
¢ = (5.11)

5.4 High-Dimensional Stable Process Killed Upon Exiting the
Positive Orthant Of RY

5.4.1 Killing Rate Function of the Underlying MAP

We now derive the killing rate of the MAP (£, E). To this end, we will be using higher-dimensional

versions of the classical compensation formula which we just saw in action in Section 5.3.1.

Lemma 5.4.1 Let |- || be a norm on R, Let (£,Z) = (&,Z1)i>0 be the underlying MAP of Z from

(5.2) with respect to norm || - ||. The killing rate of (£, =) is given by
d
1 I'(1 4+ o) sin(ra(l — Th \_q
752 ( pk)><”c:H) ’ w:(xla'--axd)e [Ovood)\{od}'
k=1

Proof Going back to the proof of Theorem 4.2.1, we see from (4.3) that the killing time, ¢, of
(&, E) equals
7_D
¢ = / | Xs|ly “ds, P = inf{s > 0: X, ¢ [0,00)%}.
0

Fix 0 = (01,...,0% ¢ Sﬁjﬁr and a positive bounded measurable function f on [0, 00). Now, recalling

that stable processes in this subsection don’t creep, and hence, that 77 is a jump time of X, we

get
E,0)[f(¢)]
5 | s [, 175 ) Lx,_comop sy Lro)
t>0

=Fo |> f </ X5 ||1ad5> Lix, e(0,00)%, X +AX: (0,004} L{t<rD}
t>0

t
f(/ X _O‘ds)]l 1 €(0,00)4, X, ooyt LiperpyN(dz X dt
_/(o,oo)de\{od} ; [ X7 {(X1—€(0,00)4, X1 +2¢(0,00)4} Lt<rDy NV ( )
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= Ey

t
oo (1) ﬂ{mD}N(dzxdt)],
,00) X t—

where N denotes the Poisson random measure associated with the jumps of X, and
d ‘ 4
U ({0}3 L x (=00, — X x {O}d_3>, t<rP.

Thanks to the compensation formula and right-continuous paths of X, the latter expectation takes

/OTD /Mtf (/OtHXsllfads> H(dz)dt] ,

I~

the form

Ew,0)[f(¢)] = Eg

By then performing the change-of-variables w = || X;||™" 2, and denoting the k-th coordinate of the

vector arg(X;) by arg(X;)®*, one obtains thanks to Lemma 5.2.4,

/OTD /M; d (/Ot HXS”l_adS) H(HXtHld’w)dt]
/OTD f (/Ot \|Xs||1_°‘d8> (/M/ H(dw))HXtHfadt]a

t

E0,0)[f(¢)] = Eg

= By

where M} is simply the set M, with Xt(j ) therein replaced by arg(X;)) for every j. By performing

the change of variables
S
t=1I,:=inf{s > 0: / | X |7 “dr > v}, dv = || X¢||] “dt,
0

and recalling the definitions of (£, =) and II from Lemma 5.2.4, we get

d

¢ . (i
/0 f(v)(;ﬂ(”)((—oo,—zi’))))dv]
- *ZCQ (0.0)

E0,6)[f ()] = E(0,6)

We define the function q : SH n [0, 00),

d
1 N e d
:azcg”ej . 0=(01,....02) €S
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The previous expectation can then be written as

E0,)[f(O)] = E(0,6) [/OC q(Ev)f(v)dv} )

By setting f(v) = 1o r)(v), T > 0, above and computing the derivative with respect to T' evaluated

at 0 one obtains the desired killing rate function. |

5.4.2 Jump Structure of the Underlying MAP

In the previous section we derived the killing rate function of (£, Z); it remains to describe the latter
by means of its infinitesimal generator. We observe that (£, Z) is a pure-jump process, and hence
possesses a generator with no local part; it is therefore totally determined by its jump structure,
which in turn is determined by its respective Lévy system (recall Definition 2.2.17). We work out

the latter below, again using the compensation formula.

Theorem 5.4.2 Let || - || be a norm on R Let (&,Z) = (&, Z)i>0 be the underlying MAP of Z
from (5.2) with respect to norm || - ||. The jump kernel of (§,Z) is the pushforward measure of

d
L(0, g, dy) = > (¢ )+ 51 0)®))e, (dp)|y =y, (b)) € SR,
7j=1
where 8 = (9(1), e H(d)) € Sﬁljlr, under the transformation

SH xRS (9,y) > (log [0+ yll arg(60 +ye)), 6 € SH.

Proof We will follow familiar steps to those from the proof of Lemma 5.4.1. Firstly, from the
very construction of (£, E) (recall (4.3)), we have, for any ¢t > 0 and positive bounded measurable

function f on R? x Smr X SW’

Eq.0) [Z £ (8- ALs,Es, Eo) ]l{A&s#O}}

s<t
= FEp Zf(logHXI,II log X | arg(X7,-), arg(X; ))ﬂ AX,#0
= R R A 20
| X5
— Bo| Y £(10g X g ||xs”||’arg<X ). arg(X)) Liax.vop |-
SS]t

Using the compensation formula in a similar way to how we had done in the proof of Lemma 5.4.1,
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we can rewrite the above as

X
Eo | 3 7 (log X, Jog 121 arg(Xe0), ane (X)) s

s<I

I Xs+ax
— 5o | [ ds [ 1101 0x,acoon (108160 1o e g e, 4 )

Now, by making the change of variables s = I,,, and then invoking Lemma 5.2.4, the above becomes

t
o X[U +x
— B0 | [ X0 * [ 1), e (1o o 5

1 X7, |
t
= Fy { /0 dv / I(dx)1x,, +(x;, |zeD}

| X1, + | X7, |||
1 X7, |l

arg(X.) (X1, + )]

£ (1081, 1og ong(X, )X, + X0 o)) .

Appealing again to (4.3) and Lemma 5.2.2, the above expression becomes

Eo,0) [Z J(€s— As, Bs—, Z5) Liae, 20}
s<t
d

tAC : ,
/ / { Z (Céj)]l(fgm 0) (w) + ng)ﬂ(o,oo) (w))'
0 R v ’

j=1

=Eq,)

x f (@,, log |2, + wej|1, By, arg(E, + wej)) jw|~(F) }dwdv

It remains to bring the above resulting expression in the desired form displayed in the RHS of (2.17)
in terms of an appropriate transition kernel L. One will then indeed find that the said transition

kernel is precisely that which is given in the statement of the theorem. |

We remark that the jump kernel L from Theorem 5.4.2 is as close to a closed form as we can ever
hope to get when dealing with an abstract norm, |- ||, on R?, since various terms in our calculations
involving the norm cannot possibly be further evaluated unless we have some further information
on the norm. The LP norm, for p > 1, is a particularly nice norm to this end. In order to state
the result, we introduce the following notation for a particular vector in R? that makes a frequent
appearance in our thesis: for p > 1,y € R, 1 < j <d, and 8 = (), ... ) ¢ Sg’+, we define
the vector

U%g = e Y((0V)YP -1+ epy)l/pej + Z e v9Pey, (5.12)

k#j

where as usual, {e; : 1 < j < d} denotes the standard orthonormal basis of R
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Remark 5.4.3 For 0 = (9(1), 9(2)) € 312’+ and y € R, using the fact that V) + 03 =1, one gets

Uig (1—1—=0M)e e ¥9PHT = (1 — e ¥9@) e veHT = (9 4 (1 — e7¥)9?), e veN T,

U%g (oW 1 — (1 —0@)e T = (e7¥0W 1 — e VeNT = (e7v9M) 92 1 (1 — e ¥)eNT,
We now state the result of Theorem 5.4.2 in the case of || - || = || - ||, for p > 1:

Corollary 5.4.4 Fixp > 1. Let (§,Z) = (&,E¢)e>0 be the underlying MAP of Z from (5.2) with
respect to || - ||p. The jump kernel of (§,Z) is given, for (¢,y) € Sg’Jr xR and @ = (61, ...,0@D) ¢
Syt by

L(6,do, dy)

A
B ) ) ePY(ePy — 1 + (9(]))?) »
- Zl(cl ]1(0700) (y) + Cy ﬂ(%log(lf(e(ﬁ)P)’O) (y))dvi*ye (dd)) |(€py 1 + (0(]))p)1/p _ 0(j)|1+o¢ dy
J:

Proof One can rewrite the statement of Theorem 5.4.2 (with ||- || = ||-||,) thus: for every 8 Sg’+

t > 0 and positive bounded measurable function f on R x R x Sd *x Sd *,

E(0,9) [Z f(€s—, Ads, B, Es)l{Ass;éo}]

s<t

tAC . )
/ { Z ng) / f(&s, 1og ||Es + wey|p, Es, arg(Es + wey)) - w™ () dyy
0 0
d . 10
+3 ) [ 16 6ulog B + el Suarg(E. + wey))- <—w><”“>dw}ds] .
=1 JE

We note that s < ¢ and w > —Egj) imply that Egk) > 0, for every 1 < k < d, and ng') +w > 0; and

so in particular,
|Estwe;]|, = (= +w|p+2| )P = (EV) 4w p+z EENPYP — (BY)fw)P+1—(E0))P)1/P,
k#j k#j

where, in the last equality, we have used the fact that = lies in the LP unit-sphere. By plugging this

expression into the previous expectation and then performing the following change-of-variables:

dw . 1-p

— ;10g<(5( Dy w)p+1—(BY ))p)’ w = (e’ —14+(EV)P)/P_z0), T =P (Y —1+(EV)P) 5 |

the result follows. |}
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Taking p = 1 significantly cleans up the expression for the above jump kernel:
Corollary 5.4.5 Let (£,2) = (&, E¢)i>0 be the underlying MAP of Z from (5.2) with respect to
|- 1l1. The jump kernel of (€,E) is given, for 8 = (1), ..., 0(d) e Sf’+, by

d
. eYy
10,49, dy) = 3 (el 10,00 (1) + 5" tog(1-000).0)()3,2.0(00) gy ($9) € SIF xR,
J=1

The dimension d = 2 version of the above result has a crispier formula for the jump kernel:

Lemma 5.4.6 Let (§,Z) = (&, Z¢)1>0 be the underlying MAP of Z from (5.2) with respect to || - |1
in dimension d = 2. The jump kernel of (§,Z) is given, for (¢,y) € Sl2’+ x R, by

L(8,d,dy) = (1" 1000 (1) + & L sogo@,0) (4)) 00, (0,0 (d0)
eY

2 2
+ (Cg )]1(0,00) (y) + Cg )H(log o) 0) (y))5v2(y,o)(d¢)> Wd%

where @ = (01,027 ¢ 812’+, v1(y,0) = (1—e Y0 e Y9N wy(y,0) = (e Y1), 1 —evg)T,

and 0y, for any © € R?, denotes the classic Dirac measure on R?.

5.4.3 Killing Rate Function of the Underlying MAP of a 2-dimensional Stable
Process Killed Upon Exiting a Cone in the Positive Quadrant of R?

As the title of this subsection suggests, we will be working in dimension d = 2. We would like to
investigate how the killing rate of the MAP (£, Z) from last section is related to the norm even
further by studying some more specific and interesting instances of our multi-dimensional stable
process Z from (5.2) by varying D = [0,00)? therein, as well as the norm for which (¢, =) is with
respect to. In particular, we are interested in a more “general” cone in R? than the first quadrant
we had explored in our last section. We observe that the first quadrant of R?, D = [0, 00)?, takes

the following form in polar coordinates:
D = {(r,0) € [0,00) x [0,27) : 0 < 7 < 00,6 € [0, g]}.

And so a natural way of formulating a more general cone D in R? is by allowing for @ to range

between two arbitrary angles ¢; and ¢ in [0, §]. More precisely, this cone will be given by the
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Figure 5.1: A general “polar cone” in the first orthant of R?.

following set written in polar coordinates (illustrated in Figure 5.1):

D ={(r,0) € [0,00) x [0,27) : 0 < r < 00,0 € [p1,02]}, 0 <1 < o < (5.13)

T
5"
We should note that it is thanks to the “conic” nature of the above-defined set D that the self-
similarity property of X from (5.1) is preserved by the process Z = (Z¢)¢>0,

Zi = Xilyerpy, 20,

where 7P := inf{s > 0: X, ¢ D}, with D given in (5.13). By the “conic” nature of D we mean the
fact that D satisfies
{cx :x € D} =¢cD =D.

We then seek, like in the previous subsection, to derive the killing rate function, ¢ : 822 R [0, 00),
of the underlying MAP (¢£,Z) (with respect to the L? norm, || - [|2, on R?) of the ssMp Z (in
dimension d = 2) from (5.2), with D now being the set described in polar coordinates in (5.13).
The reason for the particular choice of the L? norm should now become more apparent: it is by far
the most natural given the nature of the problem because by viewing the position of the process
Z in the plane being composed by (a) the angle it makes with the positive axis and (b) its length
from the origin, and bearing in mind that we are studying the first time the argument process of
Z, arg(Z) = (arg(Zt))t>o0, falls outside a given range of angles, imposing its underlying modulator
process, Z, to live in the (Euclidean) unit circle (which can only be achieved if Z is with respect
to the L2 norm) is the most suitable to this end not least because its position can conveniently be
expressed in polar coordinates. What is more, this choice of norm, as we will see, brings about a

very explicit and clean killing rate function.
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There is a major difference in the setup of this problem and that of Section 5.4.1. This difference
stems from the fact that at time 72, with D now being the more “general” cone described in (5.13),
X can jump in four different possible directions: up, down, left, right; whereas in Section 5.4.1,
when D was the entire first quadrant, at time 7, X had only two possible directions for its exit

jump: down and left. As one may predict, this difference introduces several trigonometric problems.

We begin by performing similar calculations to those from Section 5.4.1 involving the compensation

formula to obtain, for a non-negative measurable function H and 6 € 822 TNnD,

E,0)[H(C)] = E(0,9)

[ Bl epazenlpg@d), (G109
0 R2\{02}

where we recall that ¢ = [ K | X |3 “dr is the lifetime of the underlying MAP, (§,E), of this
subsection, and II is the Lévy measure of X (from Lemma 5.2.2).

To proceed we consider the position in the plane of the vector Z,, v > 0, in polar coordinates (as

opposed to Cartesian ones). We thus perform the following change of variables:
(=W =2 = (r, cos Oy, 7y sin b)), v >0, (5.15)

where 7, denotes the (Euclidean) distance of =, from the origin, and 6,, denotes the angle =, makes
with the positive axis. Of course, since =, lies in the unit circle, we have r, = 1 for every v > 0.
Therefore, (5.15) becomes

(5(1)’5(2)) = (cos,,sinb,), v > 0. (5.16)

On the event {Z, € D}, the only measurable subsects, C;, i € {1,2,3,4}, of R?\ {02} that are not
[I-null, such that z + Z, ¢ D and z € C}, are of the form

01 = {0} X (—OO,KZl), CQ = {0} X (HQ,OO), C3(—OO,H3) X {0}, C4 = (/€4,00) X {0}, (5.17)

where the k; are (random) variables to be determined that depend on the process = (and hence
the process 8 = (6,),>0 from (5.15)) as well as the angles ¢; and ¢2 from (5.13).

The above makes mathematically precise the statement made previously regarding the only four
possible directions X can jump in to make its first exit from D. Determining these four different
k; are the four trigonometric problems we need to solve in order to work out the killing rate, ¢, of

this subsection.

To find the appropriate k1 so that on the event {=, € D} we have z+Z, ¢ D for z € {0} x (—o0, K1),
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one needs to determine the vertical distance from the point (in polar coordinates) (1,6,), where
0y € [P1, P2], to the line (again in polar coordinates) 6 = ¢1. We are therefore analysing the case
when X first exits the cone by jumping vertically down. One can check that the solution, x1, to

this trigonometric problem is
- sin (91, — ¢1)
Kl =———">".
cos ¢
We now analyze the case when X’s first exit from D happens with a vertical jump upwards. The

solution, kg, to this analogous trigonometric problem is

— sin (¢2 - 91})

cos ¢2

The analogous problem for the case when X’s first exit from D happens by an horizontal jump to

the left has solution, k3, given by
sin (¢2 - 91})
sin qbg )

Finally, the analogous problem for the case when X’s first exit from D happens by an horizontal

K3 = —

jump to the right has solution, k4, given by

sin (91) - le)

Kq = -
4 sin ¢

Going back to our calculation from (5.14) we obtain

E0,0)[H ()] = E(0,9) / /0}>< im0 (U)H(dz)dv]
cos ¢
+E / / )II(dz)dv
00| [ O]
+ E (0,0 / / sintea00) H(U)H(dz)dv]
sin ¢go
+E,0 / /m (0U¢ 80 oy (0} (v)H(dz)dv] )

Then, since II takes the form
II(dz) = I(d(21, 22)) = do(dz2)TIMV (dz1) + 0o (dz1)ITP) (dzs), z = (z1,2) € R?\ {04},

we can further evaluate the above expectation and obtain

¢ sin (0, — ¢1)
/0 H(v)1® <(foo, Cowll))du]
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o [ o (25222 )

—I-E(Oﬂ) /H H(l Slni?j¢2 ))>d1)]
0 _

+ E0,6) /H H(1 Slniln¢1¢l),w))dv].

By some basic properties of Lévy measures of 1-dimensional stable processes, for z > 0 and i = 1, 2,

(4) RO

M0 ((2,00)) = 27 and  T0((—00,—2)) = 227,

where ng') = w and cg) = L(+a) Sinﬂ(m(l_pi)). Thus,

¢ sin (6, — ¢1)
AH(U)(W) dv]
d

(2)

C
E,0)[H(¢)] = 2715‘3(0,9)

(2) [ ¢ : o]
o sin (¢ — 0,)\ @
+ o Eoe) /0 H(U)( COS P2 ) v

(1) [ ¢ : o]
&V sin (¢ — 0,)\ @
+ o Eoe) /0 H(v)( sin ¢9 ) dv

(1) [ /¢ 1
a’ sin (6, — ¢1)
* o B /0 H(v)( sin ¢1 ) dv

We can further evaluate the above by exploiting the following three known trigonometric identities
sin (v — ) = sina cos f — cos asin G; (5.18)

cos (arcsinz) = /1 — z2; (5.19)
sin (arccosz) = /1 — 22, (5.20)

as follows:
sin (0, — ¢1)  sinB, cos ¢p1 — cos b, sin Pq

= by (5.1

cos ¢ cos ¢ (by (5.18))
= sin#, — cos 8, tan ¢
=2 — cos (arcsm( =(2 ))> tan ¢ (by (5.16))
=20 —tang\/1 - ()2 (by (5.19))
=22 — = tan ¢ (Zy lives in the unit circle);
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and in like fashion,
sin (¢2 — 0v) _ _)

Cos (9 ! !
sin (92 = ) _ =) _ =@ cot gy: and
sin ¢o Y ! 7
sin (60 — ¢1) _ —2) =0
sin ¢ =S cotdr =5

Thus, by taking H(v) = 1(,7)(v) with 7' > 0 arbitrarily small, we get

2) 7
C — —_ —«
Pg)(¢ <T) =2 /O Eo)|[(E? — = tan ¢1) =] dv

2
+ £ TE [(=(1) _ =2(2)y—a
©0.0) | (Ey” tan g — Z7) 7 |dv
(6 0 L
1
+£ TE (=) _ =@ —al g
©0,0)|(Ey’ — 7 cot pa)™* |dv
a o I
1
+ i) TE _(:(2) —_z=My=aly
0,0 | (Ey” cot 1 — E7) v.
(6 0 L

P0,0)(C<T)
0 T

Finally, by computing limr_, — which is nothing other than the derivative of the function

P,0)(¢ < T') with respect to T' evaluated at 0 — one obtains the desired killing rate:

Lemma 5.4.7 The killing rate, q : 822’+ — [0,00) of the underlying MAP (§,Z) = (&,Z¢)i>0 of
the ssMp Z (with d =2 and D given in (5.13)) from (5.2) with respect to the L*> norm is precisely
(2) 2
(z2 — z1 tan ¢1)~* 4+ ——(z1 tan ¢y — )~

a

(1) (1)
C —a C —« s
+27(:c1—xzcot¢z) +i7(w200t¢>1—x1) }, x = (11,22) € Sy,

gl) _ '+ s;n (rap;) and C;l) _ I'(l+a) sinéﬂoz(l—pi))'

where ¢

Remark 5.4.8 Note how Lemma 5.4.1 with d =2 and ||- || = || - ||2 yields, for x = (x1,x2) € SQ2’+,
Cgl) cg?)

=2 Y4+ =% 5.21

q(x) o + o L2 ( )

We recall that the above killing rate is for the case when D is the entire first orthant (i.e., the
first quadrant of R?), and therefore, for when ¢1 = 0 and ¢ = % in (5.18). This agrees (as it
should) with the killing rate displayed in Lemma 5.4.7, since tan0 = 0, cot 0 = oo, tan § = oo and

cotg =0.

73



X

Figure 5.2: A general “spherical cone” in the first orthant of R3.

5.4.4 Killing Rate Function of the Underlying MAP of a 3-dimensional Stable
Process Killed Upon Exiting a Cone in the Positive Orthant of R3

As one may guess, the methods from the previous subsection can be carried over to the three-
dimensional setting where we can now consider, not a “polar cone” (as described in (5.13)), but a
natural three-dimensional analogue that is the “spherical” cone D which is described in the classical

spherical coordinate system as

D = {(r,0,¢) € [0,00) x [0,27) x [0,7] : 6 € (01,62),¢ € (é1,P2)}, (5.22)

forsomeO§91<92§%and0§¢1<¢>2§g.

Note how the first orthant of R? can be described in spherical coordinates by setting 6; = 0 = ¢
and 03 = § = ¢ in (5.22). In this section we are interested in deriving the killing rate function of
the underlying MAP, (§,Z) = (&, E¢)e>0, of the ssMp Z (in dimension d = 3 and D as described
in (5.22) above) from (5.2) with respect to the L? norm on R3.

The nature of the problem of this section and the fact that the modulator = is with respect to
the L? norm means that it is both possible and conducive to express the position of Z in spherical

coordinates:

(:(1), =@, 5(3)) = (1 €08 0, SIn Py, 1 SIN O, SIN By, T €COS Byy) = (€08 By Sin @y, sin Oy, sin ¢y, COS ¢Py,),
(5.23)
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for v > 0, where 6, denotes the angle =, makes with the positive z-axis, ¢, denotes the angle =,
makes with the positive z-axis, and r, denotes the (Euclidean) distance of Z, from the origin 03,

which, since =, lives in the Euclidean unit sphere, is always equal to 1.

Following analogous steps to those from Section 5.4.3, we find that the only measurable subsets,
Ci, i € {1,...,6}, of R3\ {03} that are not II-null (recall that II is the Lévy measure of X from
Lemma 5.2.2) with the property that on the event {Z, € D} we have z + =, ¢ D for z € C are of

the form
C1 = {0}% x (=00, k1), Co={0}?x (kg,00), C3={0} x (—o0,r3) x {0},

and
04 = {O} X (H4,00) X {0}, 05 = (—OO,H5) X {0}2, CG = (H6,00) X {0}2,

where the k; are (random) variables to be determined that depend on the process = (and hence
the processes 0 = (0,)y>0 and ¢ = (¢y)v>0 from (5.23)) as well as the angles 61, 62, ¢1 and ¢2 from
(5.22).

The increased number of (analogous) random variables p;, compared to the four from last section
(recall (5.17)), reflects the increased number of ways in which Z, can jump out of D on its first
exit, as a result of =, now living in three-dimensional space. This means that we must now solve
six (slightly more involved) trigonometric problems in order to work out the killing rate of this

subsection.

To work out the appropriate 1 is to determine the vertical distance from the point — in spherical
coordinates — (1,6,, ¢,,), where 6, € (01,62) and ¢, € (¢1, P2), to the bottom surface of the “cone”
D. This is the scenario whereby X makes its first exit from D by a vertical jump downwards. By

drawing appropriate sketches one will find that

K1 = cot ¢ sin ¢, — cos ¢,.

The trigonometric problem of finding ko concerns the scenario where X first exits D by a vertical

jump upwards. One can check that

K9 = cot ¢1 Sin ¢, — COS Py.

The trigonometric problem of finding 3 concerns the scenario where X first exits D by a jump in
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the direction of the negative y-axis. One can check that

K3 = tan ¢1 cos ¢, — sin @, sin ¢,,.

The trigonometric problem of finding x4 concerns the scenario where X first exits D by a jump in

the direction of the positive y-axis. One can check that

K4 = tan ¢g cos ¢, — sin B, sin ¢,,.

The trigonometric problem of finding x5 concerns the scenario where X first exits D by a jump in

the direction of the negative z-axis. One can check that

K5 = cot 65 sin 0, sin ¢, — cos 6, sin ¢,,.

The trigonometric problem of finding g concerns the scenario where X first exits D by a jump in

the direction of the positive z-axis. One can check that

kg = cot 01 sin 6, sin ¢, — cos 0, sin ¢,,.

Using (5.23), it is not difficult to see that

Following analogous steps to those from the previous section, we obtain

Lemma 5.4.9 The killing rate, q : SS’JF — [0,00) of the underlying MAP (§,Z) = (&,Z¢)i>0 of
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the ssMp Z (with d =3 and D given in (5.22)) from (5.2) with respect to the L? norm is precisely

3)

(
c Lo C o
@) = 1p()| 2 (g — cot 63/ +3) 7 + T(cotdny [} + 23— 25)

2 2
+ %(1’2 —x3tangy) * + 17(333 tan g — x9)”
) D) )
+ %(xl —xgcot )™ + #(mg cot 6 — xl)_a}, x = (x1,12,23) € 82’+,

where ng) _ T'(1+o)sin (rap;) and Cgl) _ T'(l+o)sin (ra(l—p;)) .
Remark 5.4.10 Note how Lemma 5.4.1 with d =3 and || - || = || - ||2 yields, for x = (x1,x2,23) €
Sy
(1) (2) (3)
NS S NN S
q(x) = %xl + %xQ + %xz)) : (5.24)

We recall that the above killing rate is for the case when D is the entire first orthant of R®, and
therefore, for when ¢1 = 0 = 601 and ¢2 = § = O in (5.22). This agrees (as it should) with the

killing rate displayed in Lemma 5.4.9, since tan(0 = 0, cot 0 = oo, tan § = oo and cot 5 = 0.
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Chapter 6

Reflected Stable Processes in the
Positive Orthant of R?

6.1

Introduction

Let X = (X¢)¢>0 be the d-dimensional stable process from (5.1), where we take the (X)), 1<i<d,

therein to be iid (one-dimensional) a-stable processes, each with positivity parameter p, that is,

pi =p € (0,1) for every 1 < i < d; and we abide to the notation of our Section 5.2. In this thesis

chapter we study two types of reflected ssMps:

e for a € (0,2) and p = 3, the d-dimensional process X = (X1)i>0 defined by

Xo= (X0 x ), >0, (6.1)

where | - | denotes the usual absolute value in R. We assume that the process X is killed
and absorbed at its first hitting time of 05 € R?. This process is the subject of study in
Section 6.2. More specifically, the dimension d = 1 is dealt with in Section 6.2.1, and is
essentially a review/summary of some of the findings in [39]. Our novel dimension d > 1

setting is dealt with in Section 6.2.2.

for € (1,2) and p > 0 satisfying a(1 — p) = 1, the d-dimensional process R = (R>0)t>0
defined by
Ry =(x{" —0ax)), . XY —0aX"),  t>0, (6.2)
()

where X,/ = infs<; X % denotes the running infimum of X ). We assume that the process R
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is killed and absorbed at its first hitting time of 04 € R%. This process is the subject of study

in Section 6.3.

It can be shown that X from the first bullet point above is an ssMp. It therefore possesses a
(norm-dependent) underlying MAP, (£,2) = (ét,ét)tzo- Like in the one-dimensional version of
this particular example (cf., [39]) relating to underlying Lévy processes via the classic Lamperti
transform (of which we provide a brief summary in Section 6.2.1), it would be natural to also expect
that the underlying MAP (é, é) = (ft, ét)tzo of X is interconnected with (&, E), the underlying MAP
of the process Z = (Z;)i>0 from last section. Indeed, it is clear that up to, but not including, the
killing time, ¢, of (£, E), the paths of these two MAPs coincide, but then at time (, instead of being
sent to the cemetery state, (é , é) has to make a “corrective” jump to stay in the orthant. By the

strong Markov property, this procedure is then repeated ad infinitum.

It can also be shown that R from the second bullet point above is an ssMp. As such, up to its first
hitting time of 04 € R?, it possesses a (norm-dependent) underlying MAP, (¢%,2R) = (¢f, =F) 0.
We note that, besides the notion of reflection being completely different, a major difference between
R and X is that the former’s reflection occurs in a smooth /continuous fashion — and we have already
explained in the previous paragraph that X, instead, always makes a jump at its reflection time.
This difference stems from that of our choice of parameters o and p for the two processes. Now,
the derivation of the generator of (¢f!,=F) is done in a couple of steps: in Section 6.3.1, we first
derive the generator of the process R from (6.2) in dimension d = 1; in Section 6.3.2, we extend
this (type of) result to dimension d > 1; and finally in Section 6.3.3, through basic calculus and
the Volkonskii formula, we “convert” the generator obtained in the previously mentioned section
to the one that the underlying MAP (£%,Z%) must possess.

We take the time in this introductory section to also briefly discuss the long-time behaviour of the
ssMps X and R. In dimension d = 1 definitive statements regarding their absorption at the origin
can readily be made. More specifically in dimension one the question of whether or not X gets
absorbed at zero in finite time is the same as asking whether a symmetric one-dimensional a-stable
process hits zero in finite time. The answer to the latter is well-known: if o > 1, then the stable
process hits points almost surely, and therefore hits zero in a finite time almost surely; if a < 1,
then it almost surely never hits points, and therefore almost surely never hits zero. As for whether
the process R in dimension d = 1 gets absorbed at zero in finite time, it is a classical result that
such reflected processes almost surely return to the origin infinitely often. Hence the hitting time

of zero is almost surely finite.

The above discussion in dimension d > 1 is more involved and less definitive statements can be
made. The question of whether X gets absorbed at Qg4 in finite time is then the question of whether

d independent symmetric one-dimensional a-stable processes all hit zero simultaneously in finite
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time. As we discussed above, in the case when « < 1, this almost surely never happens, that is, X
almost surely never gets absorbed at 04. As for the case when o > 1, we saw above that each of the
coordinates will almost surely hit zero in finite time; whether or not they will do so simultaneously
is then the question. One possible method for investigating this question — and the analogous one
for the process R in dimension d > 1 — is through the theory of independent regenerative sets /

Markov random sets and their intersection; see, for example, [6], [31], [30].

6.2 Reflected Symmetric Stable Processes

The choice of parameters o and p for this section (given in the introduction) ensure that each
X @ and therefore X, is symmetric. Before we go ahead and study the underlying MAP of X ,
which we have denoted, and will be consistently denoting, by (f , é), we first succinctly explore in
Section 6.2.1 the process X in dimension d = 1 (which is a pssMp) and its underlying Lévy process
via Lamperti’s transform. We do this as a way of gently introducing and providing the heuristics

for the main novel problem we tackle in Section 6.2.2 regarding X in dimension d > 1.

[1]>

)

initiated from (p,0) € R x Sﬁ_’ﬁ“ by P(,9). We observe that the law of X issued from Xo = x €

We introduce some preliminary notations for the entire Section 6.2: we denote the law of (é ,

[0, 00)%, which we shall denote by Py, is the image measure of P (||| arg(w)) under the (analogous)
transformation given in (4.2). Additionally, as is customary, we shall be denoting the respective

expectation operators of the two aforementioned probability measures by E(, 9y and Ey, respectively.

6.2.1 Underlying Lévy Process of a Reflected 1-dimensional Symmetric Stable
Process

To simplify notation, in this subsection we shall write X instead of X™). Thus, we define X =
(Xt)tzo from (6.1) with d = 1 by X, = | X¢|, © > 0. And, just for this subsection, we define the
process Z = (Zy)i>0 by Zy = Xillyormys t 20, where 757 1= inf{t > 0: X; < 0}. We shall denote
by &€ = (&)¢>0 the underlying Lévy process of X.

The process Z defined in the above paragraph and its underlying Lévy process £* were explored in
Section 5.3.1. In that section we had derived the explicit killing rate of £*, denoted by ¢*, via the

compensation formula. Let us denote the lifetime of £* by (*; in which case, (* 4 Exp(q*).

A connection between the Lévy processes £* and é is naturally expected. Indeed, such is the case,

and this makes up the content of Proposition 5.20 in Chapter 5.7 of [37]. We summarize the main
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idea in the remainder of this subsection.

Up to, but not including, the killing time ¢* it is clear that f has the same dynamics as £*. At
time (*, £* gets sent to its cemetery state —oo; and correspondingly, at time 7, , Z gets absorbed
at 0 and X makes a jump below 0. It is at this time instance when X first reflects X , via a jump,
back up in the positive y-axis. By the strong Markov property of f , the restarted process (ég*+t)t20
will also experience the corresponding jump at an independent and exponentially-distributed (with
parameter ¢*) time. Repeated application of the strong Markov property in this way leads us to
conclude that a portion of the jumps that é makes occur at the jump times of a Poisson process with
intensity ¢*. Indeed, our previous argument reveals independent and g*-exponentially distributed
waiting times for the jumps of £ that correspond, albeit through a transform (of time), to the
reflection times of X. This establishes the existence of a process £¢2 = (602),520 in the sum-
decomposition of é that jumps at the jump times of a Poisson process of intensity ¢*, or said
another way, which jumps at the rate which a Poisson process does, but whose jump sizes may

depend on the position of é just prior to the jumps.

As explained above, we have ét 4 & for every t < ¢*. Moreover, {f 2 = for t < ¢*, since £€©2 makes
its first jump at time ¢*, by construction. This leads us to conclude that in its sum-decomposition
é’ must additionally consist of a process £ coming directly from &*; but recognise how this &~
could not possibly be £* itself, for the latter gets sent to its cemetery state at time (*, which would
then imply that é does as well; which cannot be, since it is the underlying Lévy process of X.
Therefore, by the strong Markov property of é , the process £ is necessarily the process £* but with
the effect of killing removed. The process ¢& is thus a Lévy process with characteristic exponent
U* — g*, where U* denotes the characteristic exponent of £*. We therefore have the following path
sum-decomposition of f :

£=¢F+¢% (6.3)

Going back to the process £¢2; we had established that its jump times were those of a Poisson
process of intensity ¢*. Let’s denote the latter process by N = (N¢)i>0. We further claim that £C2

is a compound Poisson process. More precisely, we claim that £2 takes the form

Nt
Coy _ )
£1=4
Jj=1

where the J; are iid random variables independent of N. Of course, the ¢; are precisely the jump
sizes of €2, which are, by the Markov property, equal in distribution to A§g?. To prove the above
claim, note how the fact that ¢* is independent of the path of £*, implies that the waiting times
of N are independent of the jump sizes (the §;) of €92 — the latter all being independent of each

other by recursive application of the strong Markov property of f . So, €2 is indeed a compound
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Poisson process with jump rate ¢* and jump distribution being the law of A{g?.

Our final claim is that ¢ and €2 are independent. We know from Lamperti’s theorem that
the jump rate of £2, ¢*, is independent of £~. So all that remains to show is that the jump
distribution of £%2 is also independent of ¢&. It suffices, by the Markov property, to show that
Agfﬁ is independent of (¢/ : ¢ < ¢*). Since the jump times of €2 are independent of those of £F,

it follows that £€“2 and ¢& cannot jump simultaneously. Utilizing solely this fact we can compute
A d ~
AXT(; = exp{fCL* + fg?} — exp{fc*,}
d *
= exp{ggi_ + Afg? + fg?_} — exp{fg*_},

where the last line follows from the fact that ¢* is a jump time of €2 — and so not a jump time
of €L — and the fact that & < & for t < ¢*. Note further how &._ i = ¢h_ 4+ and

d d
eXp{fZ*_} = ZT(;_ = XT(;_. Thus,

A~ d A 0*2
AX - S X o (5% -1
This, in conjunction with the fact that AXTO_ = XT_ — XTo_— 4 _XTo_ — XTO__ implies
aea K T Xgo Xy
X X
To To

X -
And so the problem has now reduced to proving that ——— is independent of (X; : t < 7, ), since

7o

(¢F : t < ¢*) is the underlying Lévy process of the latter. This goes far beyond the focus of the

thesis and we thus omit it; a proof can be found in Chapter 5.7 of [37].

6.2.2 Underlying MAP of a Reflected d-dimensional Symmetric Stable Process

In this subsection we tackle the novel problem we briefly stated in the introductory section of this

thesis chapter. We make it more precise as follows:

We consider a multidimensional version of the subject of the previous Section 6.2.1. More precisely,
we study the d-dimensional ssMp X = (Xt)tzo defined by

X =(xY),.x9), t>o, (6.4)

where |- | denotes the usual absolute value in R, and the X @) are the 1-dimensional stable processes
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from (5.1) with o € (0,2) and p; = 3. We assume this process dies and gets absorbed at its first
hitting time of 04 € RY,

We first introduce some notation: since the X () of this section are chosen to have the same positivity

parameters p; = %, it follows that their respective Lévy measures all agree and are equal to the

measure II from (2.3) with

c=71'T(1+ a)sin(ra/2) = ¢; = cs. (6.5)

Our first step is to formally prove that X is in fact an ssMp. Self-similarity follows immediately
from that of each of the X (9. The proof of the Markov property requires a bit more work, but notice
how a vector consisting of d independent Markov processes will, again, be a Markov process. So,
to prove that X is a Markov process, it will suffice to show that for a (one-dimensional) symmetric

a-stable process Y = (Y};)>0, the process Y = (IY:])e>0 preserves Markovianity:

Proposition 6.2.1 Fiz o € (0,2). Let Y = (Yi)i>0 be a symmetric one-dimensional a-stable Lévy
process. Then, the process Y = (|Yt])e=0 is a Markov process with respect to its natural filtration
G = (Gt)t>0, where G, == o (|Ys| : s < 1).

Proof Let F = (F;):>0 denote the natural filtration of Y. Let g : R — R be a bounded measurable
function and let £ > 0. Then, since G; C F; for all ¢ > 0, by the tower property we have

Ex |9(1YisDIG:| = Bz [Ee |g(¥iraDIF[G0].

It’s easy to see that we can write g(|Y;4s|) in the form h(Y}4 ), for some suitable bounded measurable
function h. In this way we can apply the Markov property of Y on the inner-most expectation

above to obtain
Eo [0(1Yies)[Ge] = B B [h(¥ie)| F1] 6] = Ba[Bu [n(Y0)]| 1G] = Be [Eu[a(¥D]| | IG:].
To proceed, note how, thanks to Y’s symmetry, we have for every z € R,

(Y], < (Y] Blyp)- (6.6)

Indeed, for z > 0, (6.6) is trivially true; so let’s assume z < 0, in which case |z| = —z. We then

have

(VL) < (|2 + Y.P) £ (|2 = Y,P) & (| = 2+ Y|,P) £ (||| + Y|, ) £ (JY, Pp.)),
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where the first and final equalities are due to stationary and independent increments of Y, and the

second equality due to the symmetry of Y. By applying the now-established (6.6) we get

Eo [9(1Ye:DIG:] = Ex [Eu|a(VaD)]| 161
= Ex [Eu[o(VaD]], . 161 (by (6.6))

=Ky, (9([Yz])),

where the last equality is due to the pull-out property of conditional expectations, thanks to the

Gi-measurability of Ew(g(]YLD)‘ vl |

The aim of this section is to characterize the underlying MAP (é , é) of the d-dimensional ssMp
X of this section. To proceed with our analysis, we need to define the following “negation” and

“reflection” operators on R%:

Definition 6.2.2 For j € {1,...,d}, define the operator NU) : R* — R% as follows:

N(J)(:I}) = (acl,wg,...,xj_l,—xj,wj+1,. . .,xd), T = (.’L‘l,. . .,xd) S Rd
= —:cjej—l—Za:iei,
]

where as usual, {e; : 1 < j < d} denotes the standard orthonormal basis of R?. The reflection
operator R : R* — R is defined by

d
R(x) = Z Il{xj<0}(a:)N(j)(zc), x=(x1,...,2q4) € R
j=1

We will be applying the above operators solely to the process X = (X W, X (d)) at the times
when it jumps out of the first orthant. We know that such jumps can only occur in exactly one of
d possible directions, which is to say that at each of X’s exit times from the orthant, one and only
one of its coordinates X (@ becomes negative. As such, what the above-defined reflection operator
R does to X at each of these jump times is to identify which of the d coordinates has become

negative and then multiply that coordinate by —1 to make it positive/reflect it.

In this section of the thesis we will require a particular, yet natural, condition on the norms on R¢
for which (€, Z) will be with respect to.
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Definition 6.2.3 We say that a norm || - | on R¢ satisfies property N if for every j € {1,...,d},
|zl = INV ()]
Remark 6.2.4 Not every norm on R? satisfies property N': Consider the norm || -|| on R? defined

by
H(.%'l,xg)H :|$1+5L‘2’+’$2‘, (.%'1,.%'2) GRQ.

Take the vector x = (1,1), then
INO@)[| = I(-=1, D)l = | =1+ 1+ 1] =1,
but ||z| = 3.
Remark 6.2.5 Many commonly used norms do satisfy property N', however. In particular, the LP

norm, for p > 1, obviously satisfies property N'. It is also clear that any abstract norm | - || on R?

satisfying property N also satisfies ”XtH = || X¢|| for everyt > 0.

The following recursive construction of X will be useful. For k € N, define the sequence of processes
X®) = (X{M)150 by

-1 .
(k) t( ), ift < TkD_1
‘ RXE D4 x® it >
k—1
where (X?)tzo = (Xy)i>0, and 7 = 7P, )N(t(k) = Xt(k_l) — Xq(_lz,_l) (for t > TkD_I), TkD =

k-1
inf{t > 7P : At(k) ¢ D}. Then for all k € N, X is compatible with X(*) on the time interval
0<t<tp.

Because X is confined to the positive orthant and is a self-similar Markov process, we can identify

its MAP (é , é) simply by the general transformation (4.3).

Lemma 6.2.6 Let || - || be a norm on RY satisfying property N'. Let (£,2) = (&, Z¢)i>0 be the
underlying MAP of X from (6.4) with respect to ||-||. Denote by L the time of the first “corrective”
jump of (é, é) due to reflection. Let T denote the first exit time from the orthant of the d-
dimensional stable process X, as defined in (5.1) and (5.2). The distribution of the “corrective”
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jumps of the MAP (é, é) 1s determined by the first exit of X from the orthant as follows

(i)
[ Xoo | ) R
G log< - , —ie{l,...,d X, p_
( 1o 1) o € @ ] 1 67)
=Eo,9) [G (AéLaéL) =) _ } :

for any bounded measurable function G : R x SH | R and any 0 €< Sﬂiﬁr The latter can be

Eq

computed further via
E(0,0)[G(ALL, EL)Ep-] = H(EL-) (6.8)
where, for a deterministic vector Z = (E(l), el = )) S“‘j |T,
H(E) = ¢(2)" Z/ Gllog 2 zeyll, = TNV (E —zep)a~ iz, (69)
J

with q being the function from Lemma 5.4.1 by taking py = 1/2 for all k

Proof By the very definition of conditional expectation, we must show that for every bounded
measurable function h : Sﬁljlr — R and 0 € Sﬁl ﬁr,
(6.10)

E.0)[H(EL-)h(E-)] = B 0)[G(AEL, EL)R(EL-)]-

We begin by computing the LHS utilizing the compensation formula in effectively the same way
we had done in our proof of Lemma 5.4.1 (and for this reason we skip many intermediate steps):

_C/OOOE(OVB)[Z/__HU H(Z)h(E)|1|~ )l v<L}d

m=1
o0 d o0
:c/o E.0) H(Ev)h(Ev)( > . z—<1+a>dz);v < L|dv
m=1"=v

- = pg = 1/2 for the last equality. By the way we had

where we recall Lemma 5.4.1 with p;
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defined H, the q(év) in the above integrand cancels and we get
E.0)[H(Zr-)h(ZL-)]

L d 1 N
/ { Z G(log |Z, ~ xeju,gNWEU—xej»a:—(“a)dm}dz)I-

=E,0)
120 — zej]|

[I]

We will now work out the RHS of (6.10) and show that it equals the above expectation. Firstly,
: 1 X, I [ B(X7p) I [ Xop 11
Aép =log| —2— | =log| ——2— | =log| 72— ). (6.11)
[ Xrp-[l1 X7 Il1 [ Xrp Il

Secondly, we also need to derive an expression of 2. Using only the independence of all the X (@),
we observe that on the event {7° = (7,)U)}, where (7;)V) == inf {t > 0 Xt(]) < 0}, i.e., on the
event that the first time X exits the orthant is through a jump in the j-th direction, we have

2 = NY (arg(X,,)) (6.12)

Therefore, by using the very definition of the MAP (é , é) and applying the usual compensation
formula method that brought about Lemma 5.4.1 and Theorem 5.4.2 (for which we skip many of
the familiar intermediate steps and algebraic manipulations),

X1l A6
G(log XN (arg(XTD)))h(arg(XTD_))]l{TD:(T(;)(]»)}

j=1
=(9)
A v 2 1 = —(1+a
=Eq,9) / { =v Z/ IOg”EerfejHaHémLzejHN(])(:v+éej))C’€| (+ )df}dU],
as required. |

In view of the many similarities between MAPs and Lévy processes, it would be natural to suspect
that (f , é) admits a path-decomposition in terms of (£, =) that is analogous to the one depicted in

(6.3) concerning underlying Lévy processes in dimension d = 1. We conjecture the following:

Conjecture 2 Assume the setup of Lemma 6.2.6. Let (£*,Z*) be a copy of the MAP (£, Z) with the
effect of killing removed. Moreover, let L* > 0 be a random variable dependent on =¥, whose con-
ditional survival probability satisfies Pr(L* > t|=*) = exp( fo ), where q is the function
from Lemma 5.4.1 with p1 =+ = pg = %
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(1)

(i)

tions.

Recalling L is the time of the first corrective jump of (é, é), then, for each x € R and
d cos ‘ ) — . -

0 c S”_’ﬁr, under P, 9y, (&, Zt)o<t<L is equal in law to (£, E )o<i<r+ with (&5,25) = (, ).

Moreover, the joint law of (A&, Zr) is given by Lemma 6.2.6. Given (£1,Zr), thanks to

the Strong Markov property, the process (f, é) can be constructed iteratively until the next

corrective jump and so on.

_), n € Ny, with L, (Ly = 0 and

Ly = L) denoting the corrective jump times of E, we have

As such, conditional on the sequence of pairs (Ln,éL

n

d ol
&8+ Fr
k=0

where, Ny = sup{k € Ny : L < t}, and (Fop = 0), F1, Fs, ... are independent such that,
for real Borel sets A, Pr(Fk € A\éLk_> is given by (6.8) with G(x,0) = 14(x) and all

occurrences of Zr_ therein replaced by =, — .

Further investigation is required to determine the validity of this result under the stated assump-

To maintain full transparency and academic rigour in the thesis, and to emphasize the

incomplete nature of the current argument, we have chosen to present it as a conjecture as opposed

to an established theorem. A definitive resolution thus remains an open problem for future research.

We can get an even more explicit formula for E(g g) [G(AEL, Z1)|2L] from (6.9) by taking ||| = [|-[I,,
for p > 1:
Corollary 6.2.7 Fizp > 1 and assume the setup/notations of Theorem 2 with | - || = | - |- Let

(€,E) be the underlying MAP of X from (6.4) with respect to || - ||,. Then, for every 6 € S;f’* and
bounded measurable function G : R x S{,l’Jr — R,

E(0.6)[G(AEL,EL)[EL]

. d_ oo g e (ePr — 1 4 (EY) )"
—@” Y [ GG TSI EEN o,

; llog(l—(f”) )p) I =) = 20) \Py1/ to

J=1""% SL- <:L7 + (err — 14 (Z77)") p)
where v denotes the vector from (5.12), and q is the function from Lemma 5.4.1 with ||-|| = |-

here v? d h 5.12), and q is th / L 5.4.1 with »

and p1 ::pd:1/2
Proof For the usual reasons, for j € {1,...,d}, z > E(L]z implies

E1- = wejlly = ((w =207 + 1= B )) .
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By plugging this into (6.9) (with || - || = | - ||, and Z = =) and performing the following change-

of-variables:

s =plos((@— 2Ly +1- EL), @ = (@ -1+ G + £
d ~ (i 1-p
d%z = PP — 1+ (E(LJ_)P) ol

one obtains the expression

) (= _ =(7) z =(9) .
B[ ey
Llog(1-(2{)r)

q(=

j=1"p18

(5 1=p
(e 1+ (E)) 7

A (i ~(d 1 14+« dz.
(B2 + (e =1+ (E0m)'7)

It remains to observe that for z > %log(l — (égz)p),

NG (gk - (g(sz b — 1+ EY )p)l/p> ej) . |

2,

And, as usual, in the case of the L' norm, the above result cleans up significantly:

Corollary 6.2.8 Assume the setup/notations of Theorem 2 with || - || = || - |l1. Let (£,Z) be the
underlying MAP of X from (6.4) with respect to || - ||1. Then, for every 6 € Sf’+ and bounded
measurable function G : R x Sf’+ — R,

E.6)[G(AEL, E)| 2]
d

A o0 1 - A(q
=q(E,_)" - Z/ » G(x, 7(EL— + (e* — 1)ej)) (e + 2E(L]1 —1)"(F) ey,
i Dog(1-2§) e
where q is the function from Lemma 5.4.1 with || - || = - ||1 and p1 = -+ = pg =1/2.

The random variable Aé 1 gives the size of the jump the ordinate of the underlying MAP of X
makes as a result of reflection. It follows that this is a real-valued random variable which is
positive/negative if there is an increase/decrease in the norm of X at the time of this jump. As we
had explained previously, the value of Aé 1, is very much dependent on the position of the underlying
modulator just before the jump, that is the position of the (random) vector Z/_. It is then natural

to want to find out explicitly how the distribution of Aé 1 depends on =;_, that is to compute the
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conditional probability
P(o,0) (AL < J|ZL-).

The above quantity is readily available from Lemma 6.2.6 by setting G(z,¢) = 1 s (7), = €

R,¢ € S” |- By considering the specific case of || - || = || - ||1, however, one gets an even crispier
formula:
Corollary 6.2.9 Assume the setup/notations of Theorem 2 with || - || = || - |l1. Let (£,Z) be the

underlying MAP of X from (6.4) with respect to || - ||1. The “corrective” jump of the ordinate, é,
has distribution function given by

Lo LB ) el () + 259 — 1), if J >0
1
Po,0) (AL < J|EL-) = 5 > ( S _ 7
j=1 , if J <O
| N IR
where 0 € Sf’+ and q is the function from Lemma 5.4.1 with |- || = |- |1 and p1 =--- = pg =1/2.

Proof It follows immediately from Corollary 6.2.8 that for every bounded measurable function G,

d e )
E.0) [GAE)IEL] = (2, )" /1 - G- (e + 259 — 1=l (6.13)
j=1/log{1-Ef"

Setting G (1) = 1(_no,5)(1) with J > 0 yields

Pog)(Aé < JIEL-)

from which the equality from the statement of the corollary regarding the case when J > 0 follows

from the very definition of the function q.

Finally, we examine the case when G(I) = 1(_ j)(I) with J < 0. Note then, how for a j such
that é(L]l < 1—¢€”, the j-th integral appearing on the RHS of (6.13) will be zero. Taking this into
account and following analogous steps we get the other equality from the statement of the corollary
regarding the case when J < 0. |
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And in dimension d = 2, the above result becomes

Corollary 6.2.10 Assume the setup/notations of Theorem 2 with || - || = || - |1 and d = 2. Let
(€,2) be the underlying MAP of X (in dimension d = 2) from (6.4) with respect to || - ||1. The

“corrective” jump of the ordinate, é, has distribution function given by

1 - 2, 2(2)\—a
- (&) (! + ) —=2)
- A1 ) if J >0
+ (e’ +2 —gP)]
I - 2(1)\—a
~q(E2-) 1[(@;_)
Po.0) (AL, < J|Z[-) = :
) ~(1 =(2) \—
(e’ +2 —2P) )11 B0 ey
() if J <0
+(E2)™
22) 21 \—a
\ — (eJ + :5—41 — .:.S:l) )]l{é(Lgl>1_6J}] )
where 6 € 312’+ and q is the function from Lemma 5.4.1 withd =2, ||-|| = |- |1 and p1 = p2 =1/2.

6.3 Skorokhod-Reflected Spectrally-Positive Lévy Processes

In this section we take o € (1,2) and each X() = (Xt(i))tzo, 1 <7 < d, an iid a-stable process
with positivity parameter p > 0 satisfying a(1 — p) = 1. Said conditions ensure that each X
is a spectrally-positive stable process that will hit 0 at a finite time, and do so continuously. It
is clear that the positivity parameter p above cannot possibly equal % This means that each
X is non-symmetric; so we cannot conclude that | X (i)| is a Markov process. Consequently, the
process X from Section 6.2 is no longer Markovian under the current sections’ parametrization,
and so does not possess an underlying MAP. We must then conceive another natural notion of
reflection that preserves the Markovianity of the process X from (5.1) with the parametrizations
of this section. Skorokhod in papers [56] and [57] does just that; but only for continuous Markov
processes. Later, his notion of reflection was extended to cadlag processes (see, for example, [62],
[27], [19]); and came to be known as Skorokhod-reflection. Namely, the Skorokhod-reflection of
some cadlag function f : [0,00) — R is precisely the cadlag function z : [0,00) — R defined by
z(t) = f(t) — (0 Ainf f(s)), t=>0.

s<t
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Accordingly, we define the (Skorokhod-)reflection process of X as the process R = (R;)¢>o defined
by
Re= (X" —0nXY),.... x{P —0ax{"), t>0, (6.14)

where Xgi) = infe<; X gi), t > 0. As mentioned at the start, this type of reflection preserves the

Markovianity of X:

Lemma 6.3.1 Set a € (0,2), and let Y = (Y;)i>0 be a (possibly non-symmetric) a-stable process.
Then, the process Z = (Zi)¢>o defined by Zy =Y — (0N Y,), t >0, is an ssMp.

Proof Fix ¢ > 0. Define the process Y = (173)320 by Y, = YQ+S —Y,, s > 0. First, notice how for
s >0,

Zt+s = Yt-‘,—s - (O /\Xt+s) i/s + ((Y;: - (0 /\Xt)) V (Y;f - inf Yu))

t<u<t+s

Y, —(=Z, A ( inf (Y, —Yp)))

t<u<t+s

f/:g — (—Zt N lIéf qu)

Then, by denoting the natural filtration of Y by (F:)¢>0 and its probabilities by P,, z > 0, with
the usual convention that Py = IP; and observing how Y is initiated from z > 0 if and only if Z is

initiated from z, we find for a bounded measurable function g,
E-lg(Zees)| Fi) = Bz o = (=2 A inf ¥o)| 7
—E[g(¥: - (wAY)]|

w:—Zt

:E:g(n—(O/\(Xs—w)Jr?U))”

’LUZ—Zt

_E :g ((_w) +Y, = (04 ((~w) +Xs)>>

w:—Zt

= Eu[9(Yi - (00 Y,))]|

= Eulg(Z,)]|

w=2I
;
w=>L

where the second and second-last equalities follow from independent and stationary increments of

Y and adaptability of Z. This proves the Markov property.

The self-similarity property is a trivial check which follows immediately from the self-similarity of

Y. 1
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Before moving on to the objective of this section, let us succinctly describe the type of reflection
Z describes of Y in the above lemma: the path of Z is in agreement with that of Y up to the first
time Y goes below zero. Thereafter, if Y is not at a time when it’s attaining a new infimum, in
which case Z is a constant 0, the path of Z will precisely be that of the excursion Y makes away

from its previously-attained infimum.

It follows by Lemma 6.3.1 that the process R = (R):>0,

Ry = Rilge,y, 120, (6.15)

where v = inf{s > 0 : | R,|| = 0}, is an example of an ssMp in the positive orthant of R? that gets
absorbed at the zero vector 04 € R?; and hence possesses a (norm-dependent) underlying MAP,
which to be consistent with the introductory section, we denote by (¢f, =f) = (¢f,2F),5. Our
objective in this section is to characterize the latter. We should note that it is now no longer enough
to solely describe its jump structure. Indeed, the nature of the kind of reflection we are studying
in this section (happening in a continuous fashion), raises the necessity of a mathematical object

=R d

that says something about (¢%,Z%)’s behaviour near the boundary of D = [0,00)¢ as well, and in

particular, the rate at which it “bounces” as it hits the boundary and gets reflected. To this end,
the generator of (¢f!,2F), as well as all the (reflecting) boundary conditions satisfied by functions

in its domain, are the most appropriate in fully characterizing it.

6.3.1 Infinitesimal Generator of a Skorokhod-Reflected 1-dimensional Spectrally-
Positive Lévy Process
The derivation of the generator of (£%,Z%) will be split into several steps. The first step will
be to derive the generator of the Skorokhod-reflection of a (general) one-dimensional spectrally-
positive Lévy process; and will be done in this subsection. We will use the same stochastic calculus
strategy that brought about the corresponding mathematical objects for the sticky one-dimensional
(spectrally-positive) Lévy process in Proposition 5 of [49]. More specifically, we will utilize [t6’s
formula to obtain a suitable martingale that reveals the desired generator (recall the discussion
in our preliminary Section 2.2.5). For some further martingales associated with the Skorokhod-
reflection of a Lévy process in one-dimension we refer the reader to [45], where there is an additional

emphasis on their applications in fluctuation theory.

We will be using the following Lévy-It6 decomposition of a (standard) one-dimensional spectrally-

positive Lévy process X = (X¢)¢>o:

X=xW4x@ 4 x6)
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where X(1) = (Xt(l))tzo is the process defined by Xt(l) =bt+ 0B, t >0, with b € R, 0 > 0 and

B = (B¢)t>0 a (one-dimensional) standard Brownian motion; the process X = (Xt(Q))tZO, with
Xt(Q) = / xN(ds,dz), t>0,
(0,¢]x[1,00)

where N denotes the Poisson random measure associated with the jumps of X, is the compound
Poisson process responsible for the jumps of X that are of size bigger than 1 — independent of X(1);
and X&) = (Xt(g))tzo is the square-integrable martingale responsible for the jumps of X that are
of size smaller than 1 — independent of both X(!) and X®.

Theorem 6.3.2 Let X be a standard one-dimensional spectrally-positive Lévy process, initiated
from some positive state x, with a Lévy-Ité decomposition as given above. Denote the Skorokhod-
reflection of X by R = X — (0 A X), where as usual, X denotes the running infimum process of
X. Then, for g € C2([0,00)) (i.e., a real-valued function g with bounded and continuous partial
derivatives up to the order 2 with domain [0,00)) satisfying the boundary condition ¢'(0) = 0, we

have that the process

gmn—me—Azmmaw, £>0,

is a martingale, where the operator L is given on this class of functions by
0.2 00
LF(z) =bF'(2) + ?F”(z) + / (F(z+x) — F(z) = F'(2)x1o1)(x))I(dx),
0

with IT being the Lévy measure of X, is the extended generator of X (as given in Chapter VII of

[50]).

Proof By Theorem 9.1, Chapter II of [48], X is a semimartingale. Since X does not make any
downward jumps and is monotone-decreasing, X is an adapted process with continuous paths that
are of finite variation; hence, by Theorem 7, Chapter II of [48], it is a semimartingale. Since both
X and X are semimartingales, f(X, Z), where Z = 0 A X, is a semimartingale for f € CZ(R?), and
It6’s formula (Theorem 33, Chapter II of [48]) is applicable.

Fix g € CZ([0,00)). Then, define the function f:R? — R by

flz,y) =gz —y), y<uz

Note how

2
T =g Fen--de-v S Len=-dE-y
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and o o
v _ M N v ) _ _
902 (z,y) = g"(z —y), 42 (z,y) = g"(x —y)

are all continuous and bounded (thanks to g being in C?). The aforementioned Itd’s formula then
tells us that for ¢t > 0,

f(Xe, Zt) — f(Xo, Zo)

tof 1 [to2f
Xy, Zy_)dXs (Xs_, Zs_)dX, T (X, 7, )X, X]°
3 +/ ay X+ 5 [ G (X Z )X X
t 2f Xs  Zs )d| X, Z 82f X._,Z, \d|Z, Z)¢
+ 0 axay( S 3*) [ } 8 2( S—» ) [ ) ]s
of of
A XSa Zs - a5 XS,,ZS, : AXS - XS,,ZS, : AZS )
Y sz - Lz (X Z)-AZ,)
0<s<t
where [, -]¢ denotes the path-by-path continuous part of the quadratic (co-)variation process [+, -].

Since X is a semimartingale with continuous paths of finite variation, by Corollary 22.1, Chapter 11
of [48] we have [Z, Z] = 0. Because X is continuous (and therefore makes no jumps), [Z, Z] = [Z, Z]¢,
by definition. Thus,

Z,Z]° = 0. (6.16)

Consequently, by Theorem 28, Chapter II of [48] we have [X, Z] = 0. Moreover, since X makes no
jumps, A[X, Z] — which we know from Theorem 23 (i), Chapter II of [48] is nothing other than
AX,-AZ; —is equal to 0. These two facts yield

[Z,X]°=0 (6.17)
as well.

Now, thanks to the independence of the X and arguments similar to those we’ve already seen
above, note that if we set Y; := bt + Xt(g) + Xt(g), for t > 0 — a known pure-jump semimartingale
(i.e., [Y,Y]¢=0), as was explained in Chapter 2.6 of [48] — then,

(X, X]; = 0*B,B]; + [Y,Y];
=+ [V, Y]i+ ) (AY;)?

s<t
=o’t+ Y (AXP)P?+> (AXP)? 42> AXP - AxP
s<t s<t s<t
= O'2t + Z AX 1{|AX |>1} + Z AX H{\AX ‘<1}( ) (since X(2) 1 X(3))
s<t s<t
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=o’t+ ) (AX,)?

s<t

where we have used the classic result [B, B]; = t, whose proof can be found in, e.g., [46]; and the
result A[Y,Y] = (AY)? from Theorem 22, Chapter II of [48]. Thus,

(X, X]§ = [X,X], - > (AX,)? =0,  t>0, (6.18)

s<t

Having established (6.16), (6.17) and (6.18), by writing our specific f in terms of g, and using the
fact that M; = g 9 (Rs )dX( )t > 0, is a local martingale thanks to the fact that stochastic
integration preserves local martingales (cf., Theorem 20, Chapter IT of [48]); and that, by Corollary
3.2.6, V; = fo _)dBs, t > 0, is a martingale, we can now further evaluate our earlier formula

for f(Xy, Zy) — f(XO,ZO) thus:

g(R:t) — g(Ro)
t s tl t @ @ t/
b/o d (Ry)ds + / (Rs_)dB +/0 "(Rs_)dX{? +/0 d(Rs_)dX® /Og(RS_)dZS
+/ s+ Y (g (Rs—) — ¢'(Rs—) - AXy)

0<s<t

t t t
=b / '(Ry)ds + o / ¢'(Rs_)dB; + / ¢ (Re_)dX® + / ¢ (Rs_)dX®
0 0 0 0
t o2 [t
—/O g’(Rs)ﬂ(T{o},t)(S)dXs+2/O g"(Rs-)ds+ > (9(Rs) — g(Re—) — g'(Rs) - AX,)

0<s<t

t 0.2 t
= /0 "(Ro)ds + oVi+ Y ¢'(Re) - AX Lyjax,>1} + My + /0 g9"(Rs)ds

s<t
t
_g,(O)/O ]1(7'{0}715)(S)R{S:XS_ZXS_}(S)dXs

+ / (9(Ra- + 1) — g(Ro_) — g/ (Ra_)x)N(ds x dz),
(0,¢] % (0,00)

where the second equality follows from the fact that Z is constant zero up to the first time that
X reaches the origin, denoted by 7%, and thereafter its path is exactly that of X; and the third
equality follows from the fact that the support of the Stieltjes measure dX coincides with that of
the Stieltjes measure dL, where L := x — X is local time at the minimum of X — and we know that
the latter’s support is the closure of the (random) set of times {t > 0 : X; = X,}, which, since

X makes no jumps during these times (due to spectral-positivity), is identical to the set of times
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{s > 0: Rs— = 0}. Additionally, by Corollary 4.6 of [36],

M = / (9(Rs— + ) — g(Rs—) — ¢'(Rs_)x)N(ds x dz)
(0,¢] % (0,00)
t 00
— / / (9(Rs +2) — g(Rs) — ¢'(Rs)z)I(dz)ds, t >0,
0 JO
where II is the Lévy measure of X, is a known martingale as well. Thus,
~ ~ ¢
g(Re) — g(Ro) = oVi + My + M, + My + / Co(R.)ds
0

t
— g/(o)\/o ]].(7_{0}715)(S)R{S:X87:Xs_}dxs, t 2 07

where

M, = / ¢ (Rs—)z(N(ds x dz) — 1I(dx)ds), t>0,
(0,t] % (1,00)
is a martingale, by Corollary 4.6 of [36]. It now follows that for g € CZ([0,00)) with ¢’(0) = 0,

9(Ry) — g(Ry) - /O Lo(R)ds,  t>0,

is a local martingale. To establish that the above is an actual martingale it remains to show that
M is not just a local, but an actual, martingale. Thanks to Theorem 51, Chapter II of [48], it

suffices to prove that for every t > 0,

E[sup | My|] < oo.
s<t

We first note that, since g has bounded derivatives, the inequality
3
M| < gl - 1XE7], s <t

holds; and so
Efsup [M]] < ||¢/[|oo - E[sup [X{V)].
s<t s<t

Now,

B — [ (3) } [ (3) ]
Elsup [ X7 =E|sup IX g, e ey ] T E[SRIXT I x @)y

<1 —HE{(sup |X§3)|)2} =1 —i—IE[sup ]ng)ﬂ

s<t s<t
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<1 +4E[1 XY < oo,

where we have used in the second line above the fact that for any sequence with non-negative terms
the supremum of the terms squared is equal to the square of their supremum; and on the final line

we’ve used Doob’s maximal inequality for square-integrable martingales. |

6.3.2 Infinitesimal generator of a Skorokhod-reflected d-dimensional Spectrally-

Positive Lévy Process

Our second step is to obtain the corresponding mathematical objects of the previous Section 6.3.1 in
the higher-dimensional setting, now for the Skorokhod-reflection of the process X = (X W X))y,
where the X = (Xt(i))tzo are independent one-dimensional spectrally-positive Lévy processes —
the method is analogous and so we many intermediate steps. To this end, let us use the following

Lévy-It6 decomposition of X @:
X0 = x@1 ¢ x@2) 4 x63)

where X (1) = (X(i’l))tzo is the process defined by Xt(i’l) = bt + aiBf), t > 0, with b; € R,
o; > 0 and B = (Bgi))tzo a (one-dimensional) standard Brownian motion; the process X (2 =
(Xt(i’2))t20 with
Xt(m) = / eN(ds, dz), t>0,
(0,]x[1,00)

where N denotes the Poisson random measure associated with the jumps of X, is the compound
Poisson process responsible for the jumps of X that are of size bigger than 1 — independent of
X1 and X (03) = (Xt(i’g))tzo is the square-integrable martingale responsible for the jumps of X )
that are of size smaller than 1 — independent of both X (1) and X (:2),

Theorem 6.3.3 Let X = (X{)i>0, with Xy = (Xt(l),...,Xt(d)), where the X® are independent
one-dimensional spectrally-positive Lévy processes, each initiated from some positive state (), 1 <
1 < d, with Lévy-Ito decomposition as given above. Denote the Skorokhod-reflection of X by the
process R = (RW, ..., RD), where RO == X — (0N XD) for1 < i < d, and as usual X denotes
the running infimum process of X . Then, for g € C2([0,00)9) satisfying the boundary conditions

0
875(21,...,Zi,1,0,2i+1,...,zd):0 Yz > 0, i1=1,...,d,
i

the process

9(Ry) — g(Ro) — /0 Co(R)ds, >0,
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is a martingale, where the operator L is given on this class of functions by

d 2 92 oo
Z ( 82 2’?92};(11;) +/0 (F(w + ze;) — F(w) — gj(w)xl(og)(ﬂf))n(i) (dx)),
=1 v i '

where TI) denotes the Lévy measure of X®

Proof Without loss of generality, and in order to simplify notations, we choose 2@ = 0 so that
RO = X —XO for 1 < i< d (we had already gone through in great detail in our proof of
Theorem 6.3.2 how the proof can be adapted accordingly for when the initial states are positive).

Fix a function g € CZ([0,00)?) and consider the CZ(R??) function f given by
fxi,y1, 22,92, .-, %a, ya) = 9(T1 — Y1, T2 — Y2, -+, Td — Ya),  Yi ST
By Theorem 33, Chapter 2 of [48],

1 1 2 2 d d 1 1 2 2 d d
FxP x® x® x® 0 x@ x@Dy o x (D x, x P xP, L x D x Wy

t

t
:Z/ OF (x x), ,X§i>,xs@)dxggn+z/ I (xW xW  x@ x@yx0)
=1 0 (%cz =1 0 8yz
d_ rt 92
- L x® x0  x® xD)ax®, x0
2 i—1 0 al’l
d_ ot 92 A A
; %(Xﬁi),xgl,, L XD XDy, xD)e
+ Z 8 a (xW xW L x @D XDy x @ x 6]
1<i<j<d LiOT 5
t 2
p> / T (x0 X0, x X D)ax O, X0
1<icj<a’0 OYiOUi
- ' 82f (1) 1 (d) (d) (3) ()
+Z/O ox 8y.(X5*’X877 ’Xsfvzs,)d[X v ’X’L ]g

1<i<j<d

d
n Z(Af(X§1)7X§1),~--,X§d),X§d)) B Z of x0.xO x@ xD)Ax0)

s<t =1
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By the exact same arguments that brought about equations (6.16)—(6.18) in the proof of Theo-
rem 6.3.2, we also have [X®), X®]c = 0, X, X®]¢ = 0 and [X®), XD = 52t for every 7. Addi-
tionally, by the independence of the X®, [X(®) xW]c = [XO) X0)e = X x)]e = 0 for every
1 # j. Using also the fact that X® makes no jumps due to the fact that X is spectrally-positive,

the previous equation reduces to

£, X0, X X, X, X)) xg”,xs?axg?x... )

t )
d ¢ of (1) (1 @ x@ 1 @ <@
= X, X X X X L XY X X (0)
; 0 axz( S— 15— 377 d +Z/ 577 — ) Sf7f57)d75
d 9 ot 92
S8 [ EL e X X0
i—1 2 0 6901

d
F YA, X, X x0) =30 O e xO L x @ xD)ax(?)
=1

s<t

By employing the definition of our function f in terms of the fixed function g and making use of
our Lévy-Ité decomposition of X in the same way we did in our proof of Theorem 6.3.2, it is not

difficult to see that the above equation is equivalent to the following equation:

- ’ ag S _)ax®
N Z 8721 Z;/ + Z / 8dz

=1 0
d g '
+) (g(Rs) - Zaf AXO)
s<t i=1
y )
= i X0
_Z;b 0 azz ds+zal ) 4 +2;azz L a0
d tag
_ ~J z)
2/0 0z ) L1y +Z / 9az2"
~ 09 )
+ > (9(Rs) = g(Rs-) — Zaz (Ro_) - AX D)
s<t 7
dg / dg
e bl ~ Rs d + —_— Rs_ . x 1 oo) (T dS dﬂ&'
; o 0BT Sy PR 2z, i) Rso (2N (s )
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d
9
n R, +x) _—L ds,dx
Z / 8dz /(o,t]de\{Od}(g( g 9z M !

where N is the Poisson random measure associated with the jumps of X, V;( Qe g gzg (RS,)ngi),
t > 0, is a known martingale, and Mt(z) = gg—fi(Rs_)ng ), t > 0 — as we had also seen in our

proof of Theorem 6.3.2 — is also an (actual) martingale.

By using the fact that only one coordinate, X, can jump at a time (by independence), and the

fact that X has continuous paths, we get

d d
39 g NG
=S [ ZL(R,)ds 29 ds, d
Z 0 5Z@ +Z / 3dz / #]x(1,00) Zla (ds, dz)

i=1
d
) (@) (1 (i—1) (7,-1—1) (d)y | ' @
+;(0—Z‘/;f +M Z/ aZZ R aR 0 R ;R,sf) l{szxgz):ng)}(S)dXS
d 89
+ / Rs_ +ze;) — g(Rs— Ry )-x N@ ds, dz
; © t]><(()oo)( gl ) —9(Rs) = 821( -) )N )

d t
9g (4) () (i) /
= i M, M M
;b/o 9., (s ds—i—;av + MY+ MY+ +Z 5.z Fa)is

E " 99 (1 (i-1) (i+1) (d) '
_ — A g 7 o L1 ) ; X(l)
z:l/{) 0z; (RS_, ’RS_ 70’R3_ ’ 7Rs—) {S:XS(J):Xi)}(S)dis
+Zd3 t 9By + ver) — g(Ry) — 2L (R, gy ()1 (d)d
o Jo gllis +— xé€; glivs 0z s)xLo,1)(@ z)ds,
=1

where N is the Poisson random measure associated with the jumps of X and I is the

respective Lévy measure; and

= | 2 (R a(NO ds, da) ~ 1O (da)ds), 10,
(0,] x (1,00) O%i

and

= /t /OOO(Q(RS +ze;) — g(Rs-) — 3297, (Rs_)2) (N (ds, d) — IV (dz)ds), £ 0,

are both martingales, by Corollary 4.6 of [36]. The result now follows immediately. |
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6.3.3 Infinitesimal Generator of the Underlying M AP of a Skorokhod-Reflected
d-dimensional Spectrally-Positive Stable Process

Before stating our results we need to introduce and explain some unconventional terminology and
notation which we employ in the remainder of this section (as well as Chapter 7). Because the
MAP we are concerned with takes values in the product space R x Sﬁi _"T, which is a subset of R4+,
we need to come up with a more convenient/natural way of expressing the (d + 1)-dimensional

vector

(4,0) = (y,0,...,09) e R x S},

through the orthonormal basis of R*!. To this end, we shall call the first (traditional) coordinate
thereof (containing the entry y € R) the 0-th coordinate of the vector; and, for 1 < j < d, the
(j 4 1)-th (traditional) coordinate thereof (containing the entry 0U)) the j-th coordinate of the

vector. This being the case, we define the (d + 1)-dimensional vector ey to be the vector

eo = (1,0,...,0);
~—

d-many

and the (d + 1)-dimensional vector e;, for 1 < j < d, to be the vector

e; =(0,0,...,0,1,0,...,0),

d-many coordinates

where the “1”7-entry is the (traditional) (j + 1)-th entry of the above vector. The collection of

vectors {ep,e1,...,eq} is then, actually, nothing other than the standard orthonormal basis of
RdJrl'

Definition 6.3.4 We say that a function f € Cl?(R X Sﬁlf”ﬂ, i.e., a real-valued function with
bounded and continuous partial derivatives up to the order 2 with domain R x Sﬁ_’ﬁr C R s of
class Dﬁl-H if it satisfies for each 1 < i < d and w = (wy,...,wy) € [0,00)%\ {04} with w; = 0, the

condition

(5 wleo + e — 5 -(lwl) 3 arstw)Pe;) -V (log ol arg(w)) =0, (6.19)
1<j<d
J#i
where the set of vectors {eg, e1,...,eq} is just the standard orthonormal basis of R and as usual
arg(w)(j) denotes the j-th coordinate of the vector arg(w) = Mw.

We now state the main result of this section regarding the MAP (£, 2f). In essence what we do is
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we make use of the classic Volkonskii formula (cf., (21.4) of Chapter II1.3, [51]) and basic calculus
to “convert” the result of Theorem 6.3.3 to the analogous one for (¢%,=F), since the latter is a

particular time-changed transformation of R.

Theorem 6.3.5 Let || - | be some norm on RY. Let (€7, =8) = (¢F,ZF) >0 be the underlying MAP
of R from (6.15) with respect to the morm || - ||. Then, for f € CZ(R x SH1Y of class DY, the

process

Il -1

F(ERER) — £( é‘iEff)—/o Af(ER ERyds, 10,

18 a martingale, where the operator A is given on this class of functions by
Af(z,0)

= 1™ /OOO { Z <f(log €76 + ye;||, arg(e"6 + ye;)) — f(z, 0)

=1

= [(e - 8leo + 00— 6 (181)ses — o (101) S 0Ve;) - Vs(r.0)] x
1<5<d
J#i

. 1
X ye 1(0,1)@)) }Wd%

where z € R, 8 = (6W ..., 0D) € SEF and ¢; = 7 'T(1 + a) sin(ma).

-l

Proof Because this theorem concerns X () being one-dimensional spectrally-positive a-stable pro-
cesses — which we know do not possess a linear Brownian motion component in their Lévy-Ito
decomposition — we take b; = 0; = 0 in the statement of Theorem 6.3.3. By Volkonskii’s formula
(cf., (21.4) of Chapter I11.3, [51]), for functions g € C2([0, 00)?) satisfying the boundary conditions

from the statement of Theorem 6.3.3, the process

t
o) = glBiy) ~ [ Ag(Ri)ds, e,
0
is a martingale, where the operator A is given on this class of functions by

Ag(w) = [lw]*Lg(w),

where £ is the operator from the statement of Theorem 6.3.3 (with b; = o; = 0, and II() being
the respective Lévy measure of the X® from the setting of this theorem), and I; = inf{s > 0 :
Jo IRu|l"%du > t}, t > 0, is the analogous transform from the second part of Theorem 4.2.1 for the

process R.
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Let us now consider the f € CZ(R x Sﬁi ﬁr ) from our theorem hypothesis. We define the following
C2([0, 00)4)-function g:

9:[0,00)"\ {04} = R, g(w) = f(log|lw],arg (w)). (6.20)
We claim that g satisfies the boundary conditions from the statement of Theorem 6.3.3. Indeed,
by writing out the function g explicitly,

w1 w9 Wy
g(w) = f(log|lwl,arg(w)) = f(log [|w], Tl Twl

),

[w]

and applying the chain rule, for w = (wy,...,wq) € [0,00)%\ {04} and i € {1,...,d}, one gets

dg 9 i i
6ZZ( w) = az(logIIwII)fyo(logleljarg(w))+287Z(arg( w) 7)) £, (log [|w], arg(w))
j=1
3 3
= [Jwl|™ 18,2 ([[wl]) fyo (log [lw]|, arg(w ))_871 N> Tw ||2ny (log [lw]], arg(w))

J#i
1 0
+ (m ~ 5z D e H2>fyl(10g”w|| arg(w))

= lell<;(!wmfyo(log [wll; arg(w)) + fy; (log [[w]], arg(w))

() Zarg )9 £, (g ], arg(w)) ).

It now follows immediately from the theorem’s hypothesis on f that g satisfies said boundary
conditions. Finally, by writing the above operator A in the coordinate system given by (x,0) =
(log ||w||, arg(w)), for w € [0,00)¢ \ {04}, one obtains the desired operator A from the theorem
statement. Indeed, first note that the quantities ||Jw)||, -2 7z, (|wl) and w, written in the aforemen-

tioned coordinate system, are precisely

[l =, w=e0. Sl = ss(lo).

It is also immediate that in this new coordinate system, the function g(w) from (6.20) is precisely

f(x,0). Therefore, g—fi(w) from above, written in this new coordinate system, is precisely:
- h O of 0 . Of
— emp(@) ) e @)
e ( 89(1 (1) - ( 0)+ (1-¢"0 89(2.)(!!0\\)) g0 (1:0) —¢ 80(“(”0”);9 0 (w,@))
J#

(o) e: — %09 055 0e;) V12, 0)].
i

—T T a
= [ (0 elheo + (1 - 7602
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Therefore, the action of the operator A from before on this very function g, expressed in the new

coordinate system, is precisely

o d
aw/o {Z (f(log €76 + ye;|, arg(e”0 + ye;)) — f(x, 0)

i=1

(e (l0len + (1 = 092 (jp)e -

which is exactly the expression of Af(x,0) given in the statement of the theorem. |

As usual, we can get a more explicit closed-form expression for A when it is with respect to the LP
norm, p > 1. The following identities concerning the LP norm will prove useful in this endeavour
(and will also be extensively used in Chapter 7 for analogous derivations in the setting of Brownian

motion).

Lemma 6.3.6 Let p > 1, and | - || = || - ||, be the LP norm on RY. Then, for w € [0,00)¢\ {04}
andi€{1,...,d},

() = (arg(a) "
o’ 1 ) \p—2 i)\2p—2
5.2 ([wl) = (p = ljwl” ((arg(w) V)72 — (arg(w)®)*7?);
9 i - i)\p— i)\2p—
5. (arg(w))7) = pllw]| " ((arg(w) V)" - (arg(w) V)71,
where arg(w) = mw = (arg(w)W, ... arg(w)®).
Proof The norm ||-|| is none other than the function that takes w € R? and returns (Z?Zl |wj\p)%.

If each coordinate of w is non-negative, then, by a simple application of the chain rule,

;;(Ilwll) =uw?". (Z wg.’)l%” = (wgl(z wg)%)l—p — (arg(w) @Y1,

Similarly, by the chain and product rules from calculus,

8? P .
sl = 5 - ((arg(a) )
= (el up )
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= (p = Duf w7 — (p = 1)[|w]| P (arg(w) )P wf
= (p = Dlwl|Mw| """ Pwl ™ — (p = 1)l|w]| ]|~V (arg (w) D)7

)

= (p— 1) [Jw| " ((arg(w)D)P~* — (arg(w) D)~ (arg(w) D)),
In the same way,

9 1)\p _i —p,,P
o () OP) = o (] )

= pllw]|Pw? ™" — pllw| =P (arg(w) PP w?
= pllw|| " w|| =P Vw! " — pllw|| ! w]| P! (arg(w) )P
= pllw|| 7! (Jw| " Duwf ™t — (arg(w) D) ]| Pur)

= pllw| ™! ((arg(w) V)P~ — (arg(w) V)" (arg(w) )7). 1

Corollary 6.3.7 Fiz p > 1. Let (¢8,ZF) = (¢, 2])5¢ be the underlying MAP of R from (6.15)
with respect to the norm || - ||, on R:. Then, for f € CZ(R x Sg+) of class D”.”p, the process

f(ftv“t) f(g()a‘—'O) /()Af(s7‘—‘ )ds7 tZOa

is a martingale, where the operator A is given on this class of functions by

Af(x,0)

o ( d
:cl/ {Z( v+ y,007) = f(,0)

i=1
— (0D eg + (1= (9D)7)es = (001 D7 0Ve;) - V f(x,0)] %

1<5<d
J#

X ((epy -1+ (9(1‘))1)) 1/p _ H(i))ﬂ(o,fyi(p,m)—m) (3/)) } ((

1-p

ePY (epy — 14+ (g(i))p) P

1 1+a
r 14 (00)r) ®_ o)

dy,

where z € R and @ = (W), ... 0D) ¢ Sg’+, c1 = 7 '0(1 + a)sin(ma), v?’; is the vector from
(5.12) and

1 pT 1)\DP zn(t)\p
'yz-(p,x)::ilog<e (1—(9()))+(1+€ 9())).
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Proof We first note that for 1 <i <d, 8 = (0(1), e ,H(d)) € SS’*, x€Rand y >0,

. . . . 1
76 + yeill, = (2 300 + (60 4 ) " = (e (1 (6O) + (76 4 yp)
JFi

where the last equality comes from the fact that ||@||, = 1. We introduce the following (already

familiar) coordinate system:

(2,0) = (log |lwllp, arg(w)),  w € [0,00)"\ {04}.
Since w = €0, for w € [0,00)? \ {04}, Lemma 6.3.6, in the above coordinate system says that

0 —x(n(i)\p—
o (161,) = (6.

Plugging this expression in, and then making the change-of-variables
1 . , . 1/ .
2=~ log (em(l — (0D)P) + (70 + y)p)7 y = (epz — (1 (.9@))1’)) T e,
p

P
4y — eP? <€pz — e (1 - (g(i))p)) T

dz
the operator A from Theorem 6.3.5 (with || - || = || - ||,) becomes
Af(z,0)
s [ d
:clem/ {Z( z, M;C ) — f(,6)
z =1
[(90 e+ (1— (00)P)e; — (0D Y U e]) foe)}
1<5<d
J#

1-p

() e<i>>ﬂ<w<pyx>><z>) f

eP? (epz _ epz(l _ (9(1;));;)) )

X
((er = ere(1 = (o)) 7" — en60)

o dz,

where v;(p, x) = }% log (epx (1- (H(i))p) +(1+ exe(ﬂ)p). By then performing the simple change-of-

variables y = z — x, the above expression can be further evaluated to

Af(z,0)
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IR

Il
—

o [ f;
-1

(f(ery,vf,f) — f(x,0)

—~

Ne=leg + (1 — (0D)P)e; — (9D~ Z U ej> V f(x, 9)}
1<;;d
JF

x ((epy 14 (9@))?)” " «9@)) o)) (y)) }x

1-p
ep(z+y) (ep(ery) —eP?(1 - (g(i))p)) »
X dy.
. 1/p N\ l+a
((ep(mm —err(1— (9<z>)p)) - ex@(z))
Finally, by observing that
1-p 1-p
ep(z+y) (ep(ochy) —ePr(1— (Q(i))p)> » ePY e—z(1-p) (ep(:v+y) —eP?(1— (Q(i))p)) »
60455 . ‘ l/p . 1+a = ) l/p . 1+a
((ep<z+y> —err(1— (9<z>)p)> - ewg(z)) ((epy 14 (9<z>)p> - 9@))
1—-p

ePY (epy — 1+ (Q(i))p> r

((epy 14 (g(z‘))p>1/p B g(i)>1+a

we are able to bring our previous expression of the operator A to the one given in the statement of

the corollary. |}

As usual, the p = 1 version of the above result brings about a cleaner expression for the generator
A.

Corollary 6.3.8 Let (€%, ZR) be the underlying MAP of R from (6.15) with respect to the norm
|- {1 on RL. Then, for f € C3(R x Ser) of class DII-IIN the process

FeRE) - F(e 2 /Af R =R £>0,
is a martingale, where the operator A is given on this class of functions by

Af(x,0)

o[ {5 (s eottse

i=1
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S CRRTIRID S BT R )| sy
i

forzeR, =D, ... 0@D)¢ Sfl’Jr, c1 = 1T (1+a)sin(na), and 0]1.7’; is the vector from (5.12).
And the result becomes even more interesting and explicit in dimension d = 2:

Lemma 6.3.9 Let (¢7,2F) = (¢F,2F)>0 be the underlying MAP of R (with d = 2) from (6.15)
with respect to the L' norm on R2. Then, for functions f € CbQ(]R X 812’+) satisfying the following
(reflecting) boundary conditions

of o1 OF o) — 0= 2 o o0 o oy 2
aixo(wvoa 1)+87131(w,07 ]-) aiw(waoal) =0= 8$0 ('IU,].,O) 8331 (w7170)+ax2 (’U),l,O), w e ]R7

the process
t
FERE — e — [ afeh i 1=,

1$ a martingale, where

o) —e 9@
f(y+x,< s ))—f(x,t‘))
f

of of ey
756(:1;7 9) + 9(2) 80(1) (J}, 0) — 9(2) 80(2) (.T, 0)) (ey — 1)]]_(0710g(1+ea:),x) (y) } (70@

ey — 1)1+a

of of ey
(v,0) — o) EYI6) (z,0) + ey 50 (z, 9)) (e¥ — 1)]1(0,log(1+ez)—x) (y)}wdya

with ¢; = 7 'T'(1 4 ) sin(ra), z € R and 8 = (61),02)) € 812’+.

109



Chapter 7

Reflected Brownian Motion in the
Positive Orthant of R?

7.1 Introduction

By using the methods from Section 6.3, in this chapter we derive the generator of the underlying
MAP, (p,©) = (pt, ©1)t>0, of Skorokhod-reflected d-dimensional Brownian motion (up to the time
of its absorption at 04 € R?, of course). The latter is defined as the process R = (Rt)t>0, where

Ry = (B BY B B, 120 @)

where v := inf{t > 0 : R; = 04} and the B® are independent one-dimensional Brownian motions.
Throughout this chapter we will focus our attention on the norm || - ||, for p > 1. Additionally, in
the special case of p =1 and d = 2 we obtain, in Section 7.2.2, the SDE of which said MAP is the

(unique) weak solution.

The Skorokhod problem for Brownian motion in domains such as the orthant [0,00)? has been
extensively studied and is by now well understood; see, for example, [28] and [43]. The results in
the aforementioned papers ensure that the process R from (7.1) is well defined and enjoys uniqueness
properties. While the aforementioned papers guarantee existence and uniqueness of the reflected
diffusion itself, they do not directly provide information about the generator or structural properties
of the underlying MAP (p, ©) governing the evolution of the radial and angular components (with

respect to a chosen norm).

The difficulty in describing (p, ©) lies in the fact that a nonlinear transformation of the reflected
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process R is involved. More specifically, the radial component p; = log ||Rr,||, and the angular com-
ponent ©; = Ry, /|| R1,||p, where we recall that I; is the right-continuous inverse of ¢ — fot | Rsll; 2ds,
evolve in a coupled manner that depends on both the geometry induced by the norm and the be-
haviour of the reflected process near the boundary of the orthant. Although the dynamics of R
are well understood, translating them in order to extract those of (p, ©) requires careful analysis of
how reflection affects the radial and angular components. This transformation is non-trivial and is
not covered by the classical theory. In particular, we remark that the method we had employed in
Section 6.3 to derive the generator of the underlying MAP of the respective ssMp through first solv-
ing the associated martingale problem for the latter and then via basic calculus and the Volkonskii
formula ‘converting’ the solution (i.e., performing a change of variables and a time-change) becomes
a much more computationally demanding procedure in the current setting with Brownian motion,

as we shall indeed see in the proof of Theorem 7.2.1.

7.2 Underlying M AP of Skorokhod-Reflected d-dimensional Brow-

nian motion

7.2.1 Infinitesimal Generator

As discussed in the introduction, we employ the method we had used in Section 6.3 to derive
the generator of (p,©®). We recall that this involves first deriving the generator (with boundary
conditions) of R (which in fact is already well-known, but nonetheless can also be readily identified
from Theorem 6.3.3), and then through basic calculus and the Volkonskii formula ‘converting’ these
mathematical objects into those that the underlying MAP (p, ©) must possess. As mentioned in
the introduction, this particular procedure in the current setting involves much more strenuous

calculus than the analogous one we saw in Section 6.3.

Theorem 7.2.1 Fiz p > 1. Let (p,©) = (pt, Or)r>0 be the underlying MAP of R from (7.1) with
respect to the norm || - ||, on RY. Then, for f € CE(R x Sg’+) of class Dﬁ.”p, the process

t
F(p80) = £(p0.00) ~ [ Af(p.@ds, =0,

0
is a martingale, where the operator A is given on this class of functions by

d of 18
Af(z,0) = Zbi(a)@(x,a) +3 'Z a;i;(0)

=0

0?2 f
0y;0y;

(z,8),

2,7=0
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where

—_

d
R
k=1

1 _
b,-(e>z§(<p+1)(e2p Lo 16 ((p+ 10T (p - )68 2)), ie{l,...,d):
ki

d
ag(0) = > 6;7 7%
k=1

ai(0) = (1—00)2+ 07 0772, iefl,....d}

ki
api(0) = ain(0) = 07" — 0P =0, 0P ie{l,....d}
ki
aij(0) = a;i(0) = ;077" — OV ) 10,077 — 0 ) +0,0; > 0% ije{l,....d}, i),

k#i,5

where x € R and @ = (01,...,60;) € Sg’+.

Proof By plugging in 0; = 1, b; = 0, and 1) = 0 in Theorem 6.3.3, we see that for g € CZ([0, 00)%)

satisfying the boundary conditions of the aforementioned theorem, the process

t d
o(R) = 9(Ro) = [ (530 FHRNEs  t20,

is a martingale.

Using the fact that R has index of self-similarity 2 (since Brownian motion does), Volkonskii’s
formula tells us, in the same way it did in our proof of Theorem 6.3.5, that for the above function

g, the process
‘ HRI

9(R1,) — 9(Ro) — / I: 5 Z t>0, (7.2)

is a martingale, where I; is the right-continuous inverse of ¢ — fg |Rsll;, 2ds. We recall that (p, ©)

is the following space-time transformation of R:

(pt7®t) = (10g ||RIth,aI‘g(R[t))-

Consider the CZ(R x Sd )-function f € D” I from the statement of the theorem. By plugging in
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the CZ([0,00)?) function

g(w) = f(log|lw]|p, arg(w)),  w € [0,00)7\ {04},

in (7.2) and rewriting the expression in the coordinate system given by

(1‘, 0) = (log Hw”p7 arg(“’))) w e [07 oo)d \ {Od}a (7'3)

the result will follow. Indeed, our first step is to establish that, under the theorem’s boundary
conditions on f (i.e., the fact that it is of class Dﬁ.”p), the above function g satisfies the boundary
conditions of Theorem 6.3.3. We have already seen that this is indeed the case in our proof of
Theorem 6.3.5, however. Moreover, in the proof of Corollary 6.3.7 we had seen, via Lemma 6.3.6,
that for w € [0,00)?\ {04} and i € {1...,d},

0 0
o) = uw||,:1(;<uwup>fyo<logkup,argm))+fyi<loguwup,arg<w>>
5 (lawlly) Zarg 9 1, (1og [[wll, arg(w)) )

= ||wll; ((arg(W)( NP1y (log [, arg(w)) + (1 = (arg(w)D)?) fy, (log ], arg(w))

~ (arg(w) Dyt 3" arg(w) V) £y, (log |w]],, axg(w)) ).
J#i

In order to compute the desired

Hw” Z w € [0,00)7\ {04}, (7.4)

we need to compute, for 1 < ¢ < d, the quantity %('w). This will be done by differentiating
the derived quantity g—i(w) from above with respect to the z; coordinate with the help of the
usual chain/product rules from calculus. To this end, to avoid calculations with heavy notation,

we will make temporary use of the following abbreviations in our below computations: for w =

(wy,...,wq) €[0,00)%\ {04},

[wll

lwl[ = [Jwllp,  a(w) = arg(w) = Tl o]
and we will denote the i-th entry, for 1 < i < d, of the vector a(w) by a(w);. Let us fixi € {1,...,d}.
Then, we find
i
022

)

(w) = Aj(w) + Bij(w) + Ci(w) + D;(w),
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where

Az-<w>=—uwr2-5l<uwr>‘(a(w)f?—lfyo(log||wu7a<w>) + (1= a(w)?) £y, (log |w] . a(w))
w3 a(w); fy, (log Jw]], afw)) );

JF#i

and, by observing that ;- 9 (a(w)h~ h = 8—22(HwH),

0z
— 1 82 p—l -1 p—l
= lwll™*{ 521wl fy (log wll, a(w)) + a(w); ™ |lw] (a(w)z fyz (log lw|, a(w))
+(1—‘1( ))fyoy (logHwH p IZ fyoyj log [|w][, a(w )))),
JFi

~ ]! ( — o (@(w)?) o (tog vl afew)) + (1~ a(w)?) o] (a(w)? " oy, (1og 0] afaw))

(2

+ (1= a(w)?) f,2 (1og ]l a W)Y alw); fy, (108 0]l afw ))));

JFi

2
=[]~ ( - aazg(llwll) > a(w);fy; (logllwl, a(w))

J#

w);~ IZ[ H ) Tw Hnyj(logHwH a(w)) + a(w); - [lw]| 7 x
J#i

X <G(W)ff Fyywo (log [wll, a(w)) + (1 — a(w)]) fy,y, (log [wl|, a(w))

w)y Y aw)i S (log wll, a(w >))]>.

k#i

We now apply Lemma 6.3.6 on the above expressions and subsequently express the resulting quan-

tities in the other coordinate system given in (7.3):
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Aifw,0) = e 262 (677 o (2, 0) + (1 = 0) £, (2, 0) = 01 30, (.0)):
J#i

=e” <(p —D)e (077 = 07777) Sy (,6)

00 (07 (2 0) + (1= 07) Foys (,0) = 07 6 Fyy, 0)>> ;
i

Ci(z,0)

=e? ( —pe (077 = 07) £ (. 6)

e (1= 07) (07 Fy (2. 0) + (1= 00) £,2(2,0) — 077 370y, (3 e>));
J#i

— e ((p — )00 03 £, (2.0) + 0772 0f,,(2,0) — 077720, £ 40(2,6)
i i i
2p—1 —1 2p—2 2p—2
+ (07 =0 D 03 (2, 0) + 6 E N O3 (e 0) + 07D 605 Y ekfykyj(x,a))
j#4 J#i J#L k#he
In order to work out the desired operator A, it remains to write the quantity from (7.4) in the

other coordinate system, which is precisely the sum over all 1 <+ < d of the expression

62:5

o <Ai(m, 0) + Bi(z,0) + Cy(x,0) + Dy(x, o)). (7.5)

By inspecting the expressions of A;(z, ), B;(x,0), Ci(z,0), D;(x,0) from above, we find that the

coefficient of fy,(x, @) in the expression from (7.5) is precisely

%((p — 16 = pg ) (7.6)

the coefficient of fy,(x,0) in the expression from (7.5) is precisely

ISP -
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the coefficient of f, (z,8), for j € {1,...,d} \ {i}, in the expression from (7.5) is precisely

5 (4 00,6772 — (o= ger?); (79)

the coefficient of f,2 (x,0) in the expression from (7.5) is precisely

L op—2
—gP—=. .
50 (7.9)
the coefficient of f,2(, ) in the expression from (7.5) is precisely
Loy (7.10)
2 v
the coefficient of f,2(z,0), for j € {1,...,d} \ {i}, in the expression from (7.5) is precisely
J
L g2, (7.11)
277 '
the coefficient of fy,,,(x, @) in the expression from (7.5) is precisely
9?*1 _ 92'217*1; (712)
the coefficient of f, ., (7, 8), for j € {1,...,d} \ {i}, in the expression from (7.5) is precisely
0,677, (7.13)
the coefficient of f ., (x,8), for j € {1,...,d} \ {i}, in the expression from (7.5) is precisely
0; (077~ —77"); (7.14)

and lastly, the coefficient of f, ., (x,0), for j € {1,...,d} \ {i} and k € {1,...,d} \ {4,5}, in the
expression from (7.5) is precisely
0010772, (7.15)

And so then, it is easy to see that by(€) from the statement of the theorem is none other than the

sum over all 1 < ¢ < d of the expression from (7.6).

To derive b;(8), for i € {1,...,d}, from the statement of the theorem we first interchange j with 4
in (7.8), then sum the resulting expression over all j € {1...,d}\ {¢}, and then add the expression
from (7.7).

It is also easy to see that ago(0) from the statement of the theorem is none other than the sum
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over all 1 < i < d of the expression from (7.9) multiplied by 2.

In a similar way, we can derive the quantity a;; (@), for i € {1,...,d}, from the statement of the
theorem by first interchanging ¢ with j in (7.11), then summing the resulting expression over all
je{l...,d}\ {i}, and then adding the expression from (7.10), and finally multiplying the result
by 2.

In like fashion, to derive ap;(0) = a;o(80), for i € {1,...,d}, from the statement of the theorem,
we just need to interchange ¢ with j in (7.13), then sum the resulting expression over all j €
{1...,d}\ {¢}, and finally add the expression from (7.12).

It remains to derive a;;(0) = a;;i(0), for i,j € {1,...,d} and i # j, from the statement of the
theorem. For this we need to first interchange i with &k in (7.15) and then sum the resulting
expression over all k € {1,...,d} \ {7, 7}, and finally add the expression from (7.14) as well as the

latter expression with ¢ and j interchanged. |
The generator significantly cleans up in the case of p = 1:

Corollary 7.2.2 Let (p,0) be the underlying MAP of R from (7.1) with respect to the norm || - |1
on R, Then, for functions f € C’Q(]R X Sd+) of class D” Ih the process

t
F(p:02) — £(p0,©0) /0 Af(ps,©0)ds, >0,

is a martingale, where the operator A is given on this class of functions by

2

af 1 d
Af(@,0) = > bi(8)5-(z.0) + 3 Z (2,6),

8918%
where for @ = (01,...,04) € Sf’Jr and 1 <i<d,

bo(a) = — =, bl(H) = d@i—l, aoo(e) = d, a“(a) == (1—91)2+(d—1)93, CLOi(G) == Cbio(a) = 1—d9i,

aij(e):aji(e) :d9i0j—9i—9j, i,jE {1,...,d}, 7

And the above result becomes even more explicit in dimension d = 2:

Corollary 7.2.3 Let (p,©) = (pt, O1)1>0 be the underlying MAP of R (with d = 2) from (7.1) with
respect to the norm || - |1 on R?. For every f € C(R x Sf”L) satisfying the boundary conditions
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i (1,1,-1)- Vf(w,0,1) =0 VYweR;

i (1,-1,1) - Vf(w,1,0) =0 Yw € R,

the process

t
F(p.02) — F(po. ©0) - /0 Af(ps,@)ds, 130,

is a martingale, where the operator A is given on this class of functions by

0? + 63

Af(@,0) = = fyo(2,0) + (61 — b2) fy, (2,0) + (62 — 1) fyo (2, 0) + f2(2,6) + . f,2(,0)
2 2
+ 67 —;—92 fy2 (2,0) + (02 — 01) fyou (2, 0) + (01 — 02) fyoys (2, 0) — (0F + 03) fyr4 (0, 0),

where © € R and 6 = (01,603) € 812’+.

Proof The result follows by setting d = 2 in Corollary 7.2.2 and making use of the fact that
0= (0,00) €Sy = O +0=1 < (61 +6)>=1 < 2010, =1— 0% +062.

Indeed, the above equations allow us to further evaluate some of the terms from said corollary:
b1(0)=db; —1=20, —1=6, — (1 —01) =0, — 02, ba(0) = dfs — 1 = 65 — 6y, 06812’+;

CL01(9) = a10(0) =1- d91 = 92 - 91, aog(e) = CL20(9) =1- d92 = 91 - 92, 0c 312’+;
and

2_p2 2, p2 2,+

CL12(0) = agl(é)) = d9192—91—92 = 29192—91—92 = (1—91)—91—92—92 = —(91+92), 0c Sl .

From which the expression of the operator A given in the corollary immediately follows. |

7.2.2 The Unique Weak Solution to an SDE in Dimension d = 2

Because we are dealing with a reflected MAP, the SDE that it solves is expected to be modulated
and include some reflecting boundary conditions. The theory of stochastic differential equations
for diffusions with reflecting boundary conditions was largely developed during the 1970s.; cf., [60],
[26], [62], [64], [65]. The (relatively) recent book by Pilipenko, [47], provides a thorough summary
of all the developments. Specifically, in Chapter 3.2 therein, an explicit method is presented —

which is essentially a synthesis of some old results of Stroock and Varadhan from the paper [60] —
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for going from the generator of a reflected diffusion to the SDE that it solves (we remind the reader
that we have also detailed this method in our preliminary Section 2.2.6). Following this recipe in
conjunction with our Corollary 7.2.3, in this subsection we derive the SDE that (p,©®) weakly —

and uniquely, we shall prove later on — solves.

Due to the lack of any conducive/slick identities in normed spaces (R%,|| - [|,), for d > 2 and/or
p > 1, that can be exploited for the purposes of shortening/simplifying various complex expressions
emerging from subsequent calculations involving elements of Sg’+, we solely consider d = 2 and
p = 1, where, as we shall see, seemingly messy expressions can be made remarkably simple thanks

to the many fruitful identities that stem from the one we have used many times, that is 6; +62 = 1,

for @ = (61,0) € SP™.

Corollary 7.2.4 Let (p,0) = (pt, O1)t>0 be the underlying MAP of R from (7.1) in dimension
d = 2 with respect to the L' norm on R?. Then there exists a continuous, adapted, non-decreasing

process | = (Iy)¢>0 such that the triple (p,©,1) is the unique weak solution to the reflected SDE

d (gt> = a(@t) dt + b(®t) dW; + ’7(@,5) dly,
t

where W is a 2-dimensional Brownian motion, | is an adapted process of bounded variation such
that lyp = 0 which increases only when Oy € 8812’+(: {(0,1),(1,0)}), ~v specifies the inward reflection

direction

1 -1
Y(0) = [ Li011(0) — L1103 (8) |, a®):=|61—6]|, 6=(01,00) € ST,
]1{(1’0)}(0) — 1{(0’1)}(9) 02 - 01
and
260165 + VA2(0)++/A3(0) 61—62
2

V/22(0)++/23(6)  V/22(0)++/23(0)
— _ 61 —02 V22(0)+/A3(0) 6,62 _ 2,4
b(6) = 22(0)++/33(6) 1 om0 0T o) Es
61—02 0102 A/ A2(0)+4/A3(0)
V22(0)+/s(6) V2(0)+/3s(6) 1

where \o(0) =1+ 602 + 03 +/(1+607 +603)2 -2, and \3(0) =1+ 07 + 02 — /(1 + 67 +63)2 — 2.

Uniqueness holds in the sense of weak solutions in the class of processes satisfying the above refiec-

tion condition.

Proof Consistent with the notation and terminology of Chapter 2.2 of [47] (reviewed also in our
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preliminary Section 2.2.6), what we are dealing with here is a particular example of the Skorokhod
problem in the (3-dimensional) domain D = R x 812’+ C R3, which has boundary 0D = R x
{(0,1),(1,0)}, and the following reflecting directions:

1 1
K(w7071)T = { 1 } and K(w7170)T = { -1 }, w € R. (716)
-1 1

The two equations from (7.16) plainly say that as the modulator © traverses continuously (i.e.,
without jumping) in the interior of the simplex in the first quadrant and hits either boundary point
(0,1) or (1,0), it immediately bounces, again in a continuous fashion, back into the interior of the

simplex, from which it came.

We now follow the (time-homogeneous version of) recipe illustrated at the beginning of Chapter
3.2 of [47]. More precisely, we first observe that, in our case, the analogous operator L from (3.21)
therein is the operator A presented in our Theorem 7.2.1 with d = 2 and p = 1, with the analogous
a; and o0;; being, for 6 = (61,62) € Sf’+,

a0(0) = —1, a1(0) :91—92, ag(e) :92—(91;
and

o00(0) = 2, 011(0) = 07 + 63, 022(0) = 67 + 03, 001(0) = 010(0) = 02 — 01,
0'02(0) = 0'20(0) =0 — 92, 0'21(0) = 0'12(0) = —(9% + 9%),
and the analogous operator J from (3.20) of [47] that describes the reflecting boundary conditions
is, in our case, the operator J : CZ(R x 812’+) — CZ(R x 812’+), supported on the boundary, given

by

15(2.6) = {“’1"1) VS0, i (50) €Rx{0.1)
(1,-1,1)- Vf(z,0), if (z,0) € R x {(1,0)}

and therefore, the analogous ~; are, for 6 = (01, 62) € 812’+,
(@) =1,  7(0) = T{01)(0) = Li1,03(0),  72(0) = 111,0)}(0) — L{(0,1)}(0).

Our Theorem 7.2.1 states that, for f € CZ(R x Sf”L) such that Jf(z,0) = 0, (z,0) € 0D, the

process

t
F(p.02) — F(po. ©0) - /0 Af(ps,@)ds, 10,

is a martingale. In other words, the analogous (3.21) from [47] holds for every f € CZ(R x 812 o'
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satisfying our analogous (3.20) from the same piece of text. This ensures (p,©) as a weak solution
to the following (reflecting) SDE:

d (g’f) = a(0,)dt + b(O)dW; + ~(0y)dl;, (7.17)

2

where, for 8 € S;'", () is a matrix (bij(a))?,jz() satisfying

2
0ij(0) = Zbki(o)bkj(e) (7.18)
k=0

for every i,j € {0,1,2}; a(@) is the vector (ag(0),a1(0),a2(0)); v(0) is the vector (y0(0),v1(0),72(0));

W is 3-dimensional Brownian motion, and [ is local time of © at the boundary 9D.

As was explained in Theorem 2.2 of [61] (albeit in the setting where there are no boundary conditions

present, however the same argument still holds even when there are), one can simply choose the ma-

trix b(@) to be the unique positive-definite symmetric square-root of the matrix o (0) = (oy; (0))120:0.
To work out this desired matrix b(#), we use some basic results from linear algebra. Namely, we
note that, since o (@) is a symmetric matrix, it is diagonalizable, that is, it is similar to a diagonal

matrix A(@). Moreover, it is known that
A(0) = diag(A1(0), A2(0), A3(9)),

where the \;(6) are the distinct eigenvalues of o(0). We also know that the associated change-
of-basis matrix S(€) is the matrix that has i-th column being the eigenvector of o () associated with
the eigenvalue \;(8), which we denote by () (). By setting A'/2(8) = diag(\/A1(8), /22(8), v/ A3(8)),

it is then easy to see that

and thus,
a(0) = S(0)(A'%(6))>S(6)"" = (S(6)A'/*(0)5(6) ).

Therefore, it remains to find

b(9) = S(O)A/2(8)S(6)".

After some elementary linear algebra in conjunction with the identities

Or+0=1 < (0140,)> =1 < 2010, =1—(07+63), 0= (01,0,)eS>", (7.19)
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one will find

M(0) =0, Aﬂ@:ﬂ+ﬁ+%+¢ﬂ+eﬂ+%ﬁ—z Agm=ﬂ+ﬁ+%—¢u+eﬂ+%ﬁ—m

and
0 2(91 — 92) 2(91 - 02)
e =11], 2@ =[2-x00) |, 2% =|2-2130)
1 Ao(6) — 2 A3(0) — 2
Therefore,
0 206 —05) 2(6; — 05)
SO =11 2—X(0) 2—x3(0) |,
L A(0)—2 A3(0) —2
and
0 1/2 1/2
1 2—M\3(0) o 1 1
S0) = [s@i-0)O+0+07—2 1 /0+0+B—2 4 /000322
A2(0)—2 1 _ 1
A(01—02)\/(1+07+603)2 -2 41/ (1+67+03)%~2 4/ (1+67+63) 2

Finally, by exploiting identities (7.19) and the well-known

a—>

Ver+a—Vr+b= :
Vr+a+vVa+b

(7.20)

one obtains b(0) in the following closed form:

20162 + Vs +vV s 6010 01—0>
ot s 2 Va2+v s Va2+vAs
b(e) — __61—0o Va2+vAs 0102 0162 VA2tV
VA2+vAs 4 Vda+vAaz  Vaet+vAs 4
01—062 0162 VA2 tVAs VaetVAs 0102
VAz+vVAs VA2+vVAs 4 4 VAz2+VAs

We shall provide a detailed derivation of just the entries (1,1), (1,2), (2,1) and (2, 2) of the above
matrix b(0), for the rest are derived in much the same way using the same algebraic tricks which
we shall disclose shortly. The following three identities involving Ao = A2(0) and Az = A3(0) will
be used extensively, the first of which is a direct consequence of the identity (7.20) from above, and

the last two immediate from the very definitions of Ay and Ag:

_ 2/ 40 +05) -2

VA2(0) — /A3(0) = @)+ @)

(7.21)

Ns(0) = Xa(6) — 24/ (1 + 03+ 63)2 — 2 (7.22)
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A2(0) + A3(8) = 2(1 4 62 + 62). (7.23)

We start off by deriving entry (1,1) of b(@), which we denote by b;1(8):

2 g
b11(0) = 2(01 — 03)\/ g -
1(6) = 2(61 = o) 2 40— 0) /At 1 02—
Ay — 2

+2(01 — 02)\/ A3 - 40, —62)\ /(11621 022 —
2V A — V) - Ag\ﬁ+A2f
2¢/(1+ 607 +63)> —
) (/\2—2\/(1+H%+9§)2—2)W—A2\/T3

(by (7.21) and (7.22))

VetV 2/(1+63 +62)? —
_ 2 (VA —VAy)
VRt Vs 2/ + 021 62)2 — JH/E
vy, v v e (by (7:21)
_2+\/)\2>\3
VA Vs
_ A+ (VA +vVA8)? — (Ao + As)
2(vV A2 +VA3)

2166 e+ VR

n by (7.23
Wm0 (by (7:23))
20,0 A2 + VA
— 172 _ Va2 + Vs (by (7.19)).
VA2 + V3 2
Next, we derive entry (1,2) of b(0), which we denote by b;2(0):
2000 —02)vAs 2001 —0)vVe (B2 —00)(VAe—VN) 606

b12(9)

4/ A+02+022 -2 4/0+02+602)2-2 2J/0+602+602)2-2 Vi+VAs
where the last equality follows from (7.21).

Next, we derive entry (2,1) of (@), which we denote by bo;(6):

0) = 2-2)2—-A) (VA2 —VA3)  (2-X)(2—A3) 420N+ A3) + Mol
T A0 o)A L2 2 201 —62)(Va + V) 201 — 02) (Vs + V)
_ 1207 +63)
(61— 02) (VA2 + V)
-0 -0 60
i) (VA V) (i) (Ve +VA) Ve + VA
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where the second equality follows from (7.21), the equality in the second line follows from (7.23)
in conjunction with the trivial fact that AoA3 = 2, and the equality in the third line follows from
(7.19).

Finally, we derive entry (2,2) of b(@), which we denote by bo(8):

- 4O+ B2 -2 4/0+0+02)2—2
:72(\K—\/E)+)\3\K—)\2\/)\72
4/(1+ 62 +63)2 —2
. 1 +AQW—(Ag—z\/(He%wg)Z_z)\/fg
VetV 4/(1+ 67 1 62)2 —2
_ 1 n A2(vV A2 — V/A3) +\/E
Vi +vVAs 4 /0 +0+63)2-2 2

1 A2 VA3
+
) 2

(by (7.21) and (7.22))

T VRtV 2Vt

S X+ A3 VA -2

2V V)

_ 2007 +63) + VA2As

22+ V)

C2(1+ 67 +63) + 20/ Ahg — 46,16,

a 4(VA2 +VA3)

_)\2+)\3+2\/)\QT—49192

- A(vVA2 +V3)

(VA2 +VA3)? — 46102 A+ A3 016y
AVa+vVa) 4 VA2 + Vs

(by (7.21))

(by (7.23))

(by (7.19))

(by (7.23))

We now define a new (2-dimensional) Brownian motion, W = (WM W) in terms of our 3-
dimensional Brownian motion, W = (W(l), w®), W(3)), by setting WO = wl and W@ =
W2 — W), Finally, observe how we can rewrite the SDE from (7.17) in the following way:

d (pt> = a(@t)dt + I;(@t)dﬁft + ’)’(@t)dlt,

Oy
where
260162 + Vs +v s __01—0-
) Dwtvas T /YRR
b(@) — ) Vdst+vAs 010,
Ve 1 Va2t
01—062 0102 _ Vet VAs
Vaz+vAs VAz+vAz 4
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And so we discern that the source of randomness of the SDE our MAP solves is actually 2-

dimensional. [
Finally, we prove our claim regarding uniqueness.
Lemma 7.2.5 The weak solution of the SDE from the statement of Corollary 7.2.4 is unique.

Proof The result essentially follows by verifying that the coefficients satisfy the hypotheses of
Theorem 2.2.19. In other words, it suffices to check that the conditions from Theorem 2.1.1 of [47]
are satisfied by the functions a and b from the statement of our corollary (as remarked in Exercise
2.2.1 of [47], the conditions for uniqueness listed in Theorem 2.1.1 therein also carry over into our

setup with domain D = R x 812 ’+). More specifically, we need to show that

(i) there exists an L > 0 such that |a(0) — a(¢)| + |b1(60) — bi(¢)| + |b2(0) — ba(p)| < L|O — @]
for every 0, ¢ € 512’+;

(ii) there exists a C' > 0 such that |a(0)| + |b1(0)| + |b2(0)] < C(1 + |0]) for every 6 € Sl2’+,

where a(@) is the function from the statement of our corollary; b;(0) and by(6) denote the first
and second columns, respectively, of the matrix b(€) from the statement of the corollary, and | - |

denotes the classic Euclidean distance in R? (i.e., the L? norm).

We start by proving condition (i): let @ = (61,6) € S>F and ¢ = (¢1, ¢2) € ST, then
|a(8) — a(@)]” = 2((1 — ¢1) — (62 — ¢2))* < 4((01 — ¢1)* + (02 — 62)°) = 416 — @[>, (7.24)

where we have used the well-known inequality

(a+b)? <2442,  a,beR. (7.25)
We also have
b1(0) — bi(9)|?
— ( 26,62 B 20192 )+ (\/)\2(0) —/2(9) n VA3(6) — \/)\3(¢>)))2
V22(0) +/23(0)  /Aa() + 1/ As(9) 2 2
+2( b1~ 62 — ¢1 — ¢ )2
V22(0) +/A3(0)  /Aa(@) + /As(9)

0102 P12

—_ 2 _ 2 _ 2
S a1 ® T+ ) T VRO VR (VA0 (@)
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01 — 6 b1 — P2

@ vV Vald V(@

where we have used (7.25) yet again. To proceed we need to find a sufficiently tight lower bound
for the function 812’+ 5 (21,22) = — /Aa(x) + /As3(x). First note that

)2,

<Seit+wy=al+(1-m)’ =207 -20 +1<1,  @=(,0) €8T (7.26)

N | —

This implies

3
Ag(x) =1+ + 23— \/(1+x%+x%)2—2 > 2 —V2= My >0, x = (z1,29) € ST, (7.27)

Therefore,

Vds(@) +VAs(@) > 14+ My>1> My, @@= (21,20) € ST (7.28)

We now derive yet another useful inequality for \/A2(z) + /As(x)

(VA2(m) + /A3())? = Aa(@) + As(x) + 24/ Ao () A3 ()

= 2(1+ af + 23) + 2/ Do (x) A3 ()
<2(14 22 + 23) + (No(x) + A3(x)) (by equation (7.25))
=41 +ai+ad),  @=(,a) €S
that is,
(V22(z) + vV As())® < 4(1+|z|?), @ = (x1,19) € S (7.29)

Next we derive a bound for the quantity 6102 — ¢1¢s which we will be using many times:

00— G10] = 1(63 — 69)+ (63— 63)] = L1(61 +0)(61 — 00) + (62 + 02) (62 — 02)] < 16— ]

where we have used (7.19), the triangle inequality, the definition of the L! norm, and the fact that

0;, ¢; < 1. Now, since all norms in R? are equivalent, there exists a constant M; > 0 such that

0102 — p192| < || — O]]1 < M| — 0. (7.30)

Now, without loss of generality, assume A2(0) > A2(¢). Then,

V22(0) — V()
_ A2(0) — A2(9)
VA2(0) + /A2 (9)
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< A2(0) — Aa(9)
= (63— &) + (05— 03 + (\/(L+ 62+ 63)2 —2— /(1 + 67 + 63)2 — 2)
(1463 +603)° — (1+ 67 + ¢3)°
V07 +05)% =2+ /(1 + 7 +¢5)? -2
<200~ @l + (163 +03)° — (1+ 63+ 63)2,

= (01 + ¢1)(01 — ¢1) + (02 + 92)(02 — ¢2) +

where the first inequality follows from (7.28), and the second inequality from the trivial fact that

for every @ = (x1,22) € 812’+, we have x1, 22 <1 and

1
Ji+ad+mdpr-222  e=(mm)estt,

as a result of (7.26). Now, using the fact that all norms on R? are equivalent, and hence the

Euclidean norm | - | is equivalent to the L' norm || - ||, there exists a constant M; > 0 such that

VA2(0) — VX2(9) < 2M110 — | + (2+ 65 + 05 + 67 + 63)((67 — 67) + (65 — ¢3))

where the last inequality is an easy consequence of (7.26) and the inequality for @ = (01, 62) € 312 a
and ¢ = (¢1,62) € §7'7,

(67 — ¢1) + (65 — ¢3) < (61 + ¢1) (61 — h1) + (62 + h2) (62 — p2) < 2|10 — @||1 < 2M1[6 — ¢

we had derived earlier. Therefore, there exists a constant C; > 0 such that

(VA2(0) — VA2(9))? < C1]60 — 9] (7.31)

Now, without loss of generality, assume A3(0) > A3(¢). Thanks to (7.27),

VA(0) — /() = ﬁ% - *ji‘f() 5 < (20) 04(6) ~ Xy(9);

and the difference A3(6) — A\3(¢) can be analysed in virtually the same way as A2(6) — A2(¢) above.

So, again there exists some constant Co > 0 such that

(VA3(6) = V/A3())? < C216 — ¢]*. (7.32)
Next, we seek for an upper bound of the form C3]|0 — ¢|? for the quantity

( 0102 B P102
VA2(0) +/23(0)  Aa(9) + VAs(9)

.
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Let’s first examine the case when 6160, = ¢1¢2. In this case, A2(0) = Aa(¢p) and A3(0) = A3(¢).
Indeed, by using (7.19), it is not difficult to see that for x = (z1,z2) € Sl2’+,

)\2(%) = 2(1 — :L‘1£L'2) + \/4(1 — 1'133‘2)2 — 2 and )\3($) = 2(1 — ZL‘1:L'2) — \/4(1 — :L‘1£L'2)2 — 2,

from which the claim follows. Therefore, in this case, the inequality we seek trivially holds:

( 0102 _ P12
VA2(0) + /A3(0)  /Aa() + /As(d)

where we have used (7.30) in the last inequality. Let’s now examine the case when 6162 # ¢1¢2. In

)2 =0= (6102 — p162)* < M7P|0 — |?,

this case,

( 010 _ P12 2
V22(0) +/23(0)  A2(9) + 1/ As(9)
= (0105 — dr0)? - ( 0102(\/22(@) + V23(9) — d12(1/12(0) + /A3(0)) °
(V22(0) + v 23(9)) (v/A2(8) + \/A3(6)) (6162 — 6102)
< Ma - (01602 — $1¢2)°,

for some constant My > 0, since the quantity above on the right is clearly bounded above thanks to
(7.28), the fact that both functions A2 and A3 are bounded above, and our restriction 61602 # 1.
It then follows, thanks to (7.30), that there exists a constant C'3 > 0 such that

( 0102 _ $102
VA2(0) +/23(0)  /a(@) + v/ A3(9)

)2 < Culo - o (7.33)

Lastly, we also seek for an upper bound of the form C4|@ — ¢|? for the quantity

( 01 — 02 B o1 — P2
V22(0) +/23(8)  A2() + v s3(9)

The case when 8 = ¢ is trivial. So let’s assume 0 # ¢. Then,

)%

| 0p — 02 _ o1 — 2 |
VA2(0) +/23(0) /(@) + 1/ As(9)

— (01— 61) + (0 — )] - |(91 —02)(V2(@) + 1V A3(@)) — (61 — ¢2)(1/2(8) + /X3(6))
(V22(0) + /23(0)) (v/A2(h) + /A3(9)) (61 — ¢1 + ¢2 — b2)

<160 — @1 - M3

for some constant M3 > 0, where we have made use of the triangle inequality, the definition of the
L' norm, and the fact that the quantity above on the right is clearly bounded above under our

restriction 6 # ¢ (by much the same reasoning we gave earlier for a similar quantity and situation).
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It then follows, thanks to the fact that the L' norm is equivalent to the Euclidean norm in R?, that

there exists a constant C4 > 0 such that

( 0 — 6o _ o1 — 2
V2A2(0) +/23(0)  VAa(9) + 1 As(9)

By (7.31) - (7.34), we have

)2 < Cul0 — ). (7.34)

61(8) — bi(8)|* < C'6 — ¢, (7.35)
where C' .= 8C3 + C1 + Cy + 2C4 > 0.

By inspecting the second column by (8) of the matrix b(€) from the statement of the corollary, one
will see that the method we used to derive (7.35) can be applied in an analogous way to derive a
constant C” > 0 such that

[b2(6) — ba(e)* < C"(6 — ¢|*. (7.36)

Equations (7.24), (7.35) and (7.36) then prove the desired global Lipschitz condition given in (i)

above.

It remains to prove the linear growth condition given in (ii): let @ = (0;,6) € Sf . Then,

|a(0)] + [b1(6)] + [b2(6)]

26,02 Vv 22(0) + /A3(0) 01 — 02

— 1 — 2 1/2 2 2 1/2
G20 =0 (o + () 2 N ORI
616, CVa(0) +/23(0) 01— 0s 2\1/2
A - Va®) i IRV v [ FRVm U
Now,
(1+2(61 — 62)2)Y2 = (1 +2(67 + 63) — 46,6,)"/?
= (1+2(67 + 63) + 207 + 203 — 2)1/2 (by equation (7.19))
= (4)6]” — 1)/
< (402 = 2/0] < 2(1+16)). (7.37)
Also,
(( 2‘9192 \/)\2(0) + \/>\3(0) )2 + 2( 01 - 92 )2)1/2
V22(0) + /A3(0) 2 V2A2(0) + \/A3(0)
46363 (VA2(0) +/23(0))° 07 + 65— 20162 )
=@ + e i (V0 + V@)
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(1—6]2)2 (1o \/)\2 )+ /A3(8))? 4101* -2 /2 (by (7.19))

= (/@ + Va0 1 (V2200 + /25(0)?
(% (1—62) + (1 +6]%) +4w27_2)1/2 (by (7.28), (7.29))
< e A v (7.28), (7.
B 1 2 Ll
=((2- Mo) + Mg|0|2 + VO)I/Q-

We know 2 — M%) is a negative quantity; and, due to the fact that 6; < 1, we also have

o _ |0!2 o _Oi403 g0 2 g0
= |6 = T -|e) < 0!9\ :
Therefore,
20,05 +\/Ag(t‘)) + \/As(O))2+2( 01 — 02 )2)1/2 < 0] < —2—(14]0)).
\/)\2 ) + v/ 23(0) 2 VA2(0) + 1/ X3(0) F VMo

(7.38)

Using this very method, one can likewise derive a constant L’ > 0 such that

(2( 6162 _ V22(0) +VA5(0) 6, — 6,
\/)\2(9) + \/)\3(9) 4 \/)\2(0) n \/)\3(0)

Equations (7.37), (7.38) and (7.39) prove condition (ii). |

)2+ ( )< L'(1+6]). (7.39)
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