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Abstract We investigate large deviation properties of the maximum likelihood drift parame-
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1 Introduction

Our purpose is to establish large deviations principle for the maximum likelihood
estimator of drift parameter of the Ornstein—Uhlenbeck process driven by a mixed
fractional Brownian motion:

dX, = —9X,dt +dB,, t€[0,T], T >0, 1)

where the initial state Xo = 0, and the drift parameter ¢ is strictly positive. The
process B is a mixed fractional Brownian motion

E[ = B[ + BtHy r e [O, T]v

where B = (B;) is a Brownian motion, and B¥ = (B,H ) is an independent fractional
Brownian motion with Hurst exponent H € (0, 1], that is, the centered Gaussian
process with covariance function

1
R(s,1) =EBHBH = E(ﬂ” + 52— — s, st €0, T1.

© 2016 The Author(s). Published by VTeX. Open access article under the CC BY license.

www.i-journals.org/vmsta VI=X


http://dx.doi.org/10.15559/16-VMSTA54
mailto:dmmar1992@gmail.com
http://creativecommons.org/licenses/by/4.0/
http://www.i-journals.org/vmsta

108 D. Marushkevych

It is important to notice that the parameter H is considered to be known. The
problem of Hurst parameter estimation is not considered in this work but presents a
great interest for the future research.

Two following chapters contain information about maximum likelihood estima-
tion procedure for the mixed fractional Ornstein—Uhlenbeck process and description
of basic concepts of large deviations theory.

The formulation of our main results and their proofs are given in Section 4,
whereas Section 5 contains auxiliary results.

2 Maximum likelihood estimation procedure

The interest to mixed fractional Brownian motion was triggered by Cheridito [5]. Fur-
ther, a mixed fractional Brownian motion and related models were comprehensively
considered by Mishura [12]. Finally, the results of recent works of Cai, Kleptsyna,
and Chigansky [4] and Chigansky and Kleptsyna [6] concerning the new canonical
representation of mixed fractional Brownian motion present a great value for the pur-
poses of this paper.

An interesting change in properties of a mixed fractional Brownian motion B
occurs depending on the value of H. In particular, it was shown (see [5]) that Bisa
semimartingale in its own filtration if and only if either H = % or H e (43_1’ 1].

The main contribution of paper [4] is a novel approach to the analysis of mixed
fractional Brownian motion based on the filtering theory of Gaussian processes. The
core of this method is a new canonical representation of B.

In fact, there is an integral transformation that changes the mixed fractional Brow-
nian motion to a martingale. In particular (see [4]), let g(s, t) be the solution of the
following integro-differential equation

d t
g(s,t)—i—Hd—/g(r,t)|s—r|2Hflsign(s—r)dr=1, O<s<t=<T. (2
s Jo

Then the process
t
MI :/ g(svt)dBS9 re [07 T], (3)
0

is a Gaussian martingale with quadratic variation

t
(M), = / g(s,t)ds, te][0,T].
0

Moreover, the natural filtration of the martingale M coincides with that of the
mixed fractional Brownian motion B.

Further, to what has just been mentioned concerning the mixed fractional Brow-
nian motion, an auxiliary semimartingale, appropriate for the purposes of statistical
analysis, can be also associated to the corresponding Ornstein—Uhlenbeck process X
defined by (1). In particular, for the martingale M defined by (3), the sample paths
of the process X are smooth enough in the sense that the following process is well
defined:

t
O = /o g(s, 1) Xds. “

d{M),
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We also define the process Z = (Z;,t € [0, T]) by

t
Z =/ g(s, ndX. &)
0

One of the most important results of [4] is that the process Z is the fundamental
semimartingale associated to X in the following sense.

Theorem 1. Let g(s,t) be the solution of (2), and the process Z be defined by (5).
Then the following assertions hold:

1. Z is a semimartingale with the decomposition

t
Zi=—v / 0,d(M), + M,. ©)
0

where M; is the martingale defined by (3).

2. X admits the representation
t
X = [ g6.naz., @
0

where

d 1
20,0 =1- , s)dr.
8(s, 1) d(M)s/o g(r,s)dr

3. The natural filtrations (X;) and (Z;) of X and Z, respectively, coincide.

In addition, it was shown by Chigansky and Kleptsyna [6] that the process QO
admits the following representation:

t 1 1 t
Ql :/(; 1//'(5, t)dzb = Ew(t’ t)Zl‘ + EV/(; I/f(sss)dzs’ re [Os T]’ (8)

, _1 dt ds
ven= 2<d<M>, * d<M>s>'

The specific structure of the process Q allows us to determine the likelihood func-
tion for (1), which according to Corollary 2.9 in [4] equals

with

X

dp ! Lo [T
Lr(@, X) = ——=(X) =exp (-19/ QidZ; — S0 / Q,d<M)t>,
du 0 2 Jo

where 1% and ME are the probability measures induced by the processes X and B, re-
spectively. Thus, the score function for (1), that is, the derivative of the log-likelihood
function from observations over the interval [0, T'] is given by

T T
Er<9>=—/0 Qtdzt—ﬁfo 02d(M),,

which allows us to determine the maximum likelihood estimator for the drift parame-
ter ©. Moreover, according to Theorem 2.9 in [6], which is also presented further, the
maximum likelihood estimator is asymptotically normal.
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Theorem 2. Let g(s,t) be the solution of (2), and let the processes Q and Z be
defined by (4) and (5), respectively. The maximum likelihood estimator of ¥ is given
by
T
J) 0z,
Jo Qd(m),

Since ¥ > 0, this estimator is asymptotically normal at the usual rate:

Ir(X) = )

VT(97(X) = #) == N(©.29).

We will develop this result by proving the large deviation principle for the maxi-
mum-likelihood estimator (9).

3 Large deviation principle

The large deviations principle characterizes the limiting behavior of a family of ran-
dom variables (or corresponding probability measures) in terms of a rate function.

A rate function / is a lower semicontinuous function / : R — [0, +00] such
that, for all @ € [0, +00), the level sets {x : I(x) < «} are closed subsets of R.
Moreover, I is called a good rate function if its level sets are compacts.

We say that a family of real random variables (Z7)7~¢ satisfies the large deviation
principle with rate function I : R — [0, +o0] if for any Borel set I C R,

1 1
— inf I(x) <liminf —logP(Z7r € I') < limsup — loglP(Z7 € I') < — inf I (x),
xel? T—oo T Tooo I xel

where I'? and I denote the interior and closure of I', respectively. Note that a family
of random variables can have at most one rate function associated with its large devi-
ation principle (for the proof, we refer the reader to the book by Dembo and Zeitouni
[7]). Moreover, it is obvious that if (Z7)7~¢ satisfies the large deviation principle and
a Borel set I' C R is such that

inf 1(x) = inf I(x),
xel? xell

then |
TILmOO T logP(Zr e I') = —;gﬁl(x).

We shall prove the large deviation principle for a family of maximum likelihood
estimators (9) via a similar approach as that of [1] and [3] for an Ornstein—Uhlenbeck
process and fractional Ornstein—Uhlenbeck process, respectively.

In order to prove the large deviations principle for the drift parameter estimator
of mixed fractional Ornstein—Uhlenbeck process (1), the main tool is the normal-
ized cumulant generating function of arbitrary linear combination of fOT 0:dZ; and

Jo Q2d(m),,
Lr(a,b) = %logE[exp(ZT(a, b))]. (10)
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where, for any (a, b) € R2,

T T
Zr(a,b) =a/ 0.,dZ, +b[ Q%d(M),.
0 0

Note that, for some (a, b) € R?, the expectation in (10) may be infinite. In fact,
in order to establish a large deviation principle for P it suffices to find the limit of
L7(a,b) as T — oo and apply the following lemma, which is a consequence of the
Girtner—Ellis theorem (Theorem 2.3.6 in [7]).

Lemma 1. For a family of maximum likelihood estimators (91)T=0, let the function
Lt (a, b) be defined by (10), and, for each fixed value of x, let A, denote the set of
a € R for which limr_, », L7(a, —xa) exists and is finite. If Ay is not empty for
each value of x, then (O1) 10 satisfies the large deviation principle with a good rate
function
I(x) =— inf lim L7(a, —xa). (11)
T—o00

aclAy

4 Main results

Theorem 3. The maximum likelihood estimator Ot defined by (9) satisfies the large
deviation principle with the good rate function

_t)?
I = 4x
) 2x +0  ifx > —%.

Proof. As it was mentioned in the previous section, in order to establish the large
deviation principle for ¥7 and determine the corresponding good rate function, it is
necessary to find the limit

L(a,b) = Tlim Lr(a,b) (12)

and determine the set of (a, b) € R? for which this limit is finite.
For arbitrary ¢ € R, consider the Doleans exponential of (¢ + ) fot QsdM,,

t 2 t
Ap(t) = exp((w + 1) /0 QsdM; — @ /O Q§d<M>S>.

Note that (ﬁ 01):>0 is a Gaussian process whose mean and variance func-
tions are bounded on [0, T']. Thus, A, satisfies the conditions of Girsanov’s theorem
in accordance with Example 3 of paragraph 2 of Section 6 in [11], and we can apply
a usual change of measures and consider the new probability P, defined by the local

density

dP,

T ) 2 T
— = Ay(T) = exp<(¢ +9) / 0,dM, — % f Q?d<M>,).
0 0
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Observe that, due to (6), Ay(T) can be rewritten in terms of the fundamental
semimartingale

Py _ .
ap — ¢

T T D 2 pT
=exp<(<ﬂ+l9)fo deZt+(<p+l9)l‘/‘/0 Q%d(M%—%/O Q,Zd(M)t)

T (pz 92 rT
=exp((¢+z9> /0 0.dZ; — /0 Q$d<M>,).

2

Consequently, we can rewrite L7 (a, b) as

Lr(a,b) =

log E[exp(Z7(a, b))]

log Ey [exp(Z7(a, b)) Ay (T) ]

Nl—= N =N =

T 1 T
log E, exp((a —p— 15‘)/ 0/dZ, + 5(2b —»? +g02)/ Q?d(M},).
0 0
Given an arbitrary real number ¢, we can choose ¢ = a — ¢. Then
1 1 2 2 ! 2
LT(a,b):?log]E(pexp 5(21)—19 +(a—1) ) 0;d(M),
0
or, denoting . = —%(Zb — 924 (a — 9)?),

1 T
Lr(a,b) = ?long exp(—,u/o Q?d(M),). (13)

As it was mentioned before, the expectation in (13) can be infinite for some combi-
nations of w and ¢. Our purpose is to determine the set of (¢, u) € R? for which this
expectation and limit (12) are finite. According to Girsanov’s theorem, under Py, the
process

t t
Mt—(§0+t9)/0 Qsd(M>s:Zt_(p/(; Qsd (M) (14)

has the same distribution as M under P. Consequently, applying the inverse integral
transformation (7) to (14), we get that, under P, the process X; — ¢ fé X ds is a
mixed fractional Brownian motion.

Under the new probability measure [Py, the process X is a mixed fractional Orn-
stein—Uhlenbeck process with drift parameter —¢. Consequently, in order to find the
limit of (13) as T — oo, we can apply Lemma 1, which is presented in Section 5.
Thus, we have the equality

2
E(a,b):—%— ‘%+

SIS

= —%(a -0+ V92 —2b),
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and convergence (12) holds for p > —(p—;, which gives 92 —2b > 0.
For x € R, denote the function

1
L,(a) = L(a, —xa) = —E(a — 0+ V024 Zxa)
defined on the set
Ay = {a e R[®? + 2xa > 0}.

Then, according to (11), the rate function / (x) for the maximum likelihood estimator
Y7 can be found as
I(x) = — inf L(a).
acAy

Consequently, straightforward calculations of this infimum finish the proof of the
theorem. U

Remark 1. Observe that the rate function /(x) does not depend on the parame-
ter H. Hence, 97 shares the same large deviation principles as those established by
Florens-Landais and Pham [8] for a standard Ornstein—Uhlenbeck process and by
Bercu, Coutin, and Savy [3] for a fractional Ornstein—Uhlenbeck process (see also
(2, 9D.

5 Auxiliary results

We can observe that the following lemma plays a key role in the proof of Theorem 3.

Lemma 2. For a mixed fractional Ornstein—Uhlenbeck process X with drift param-
eter 1, we have the following limit:

) — o, v 92
T(M)_?logEeXp —[ A Q;d(M), -5 T+_’ T — oo, (15)

192
Jorall p > — .

Proof. We shall prove the lemma using an approach similar to that in [6]. Denote
Vi = fot ¥ (s, s)dZs. Then, according to (8), we can rewrite

v s
dZt = —ﬁQtd<M>t +th = —E'(ﬂ(t, t)Z[d<M>l - Eth(M)l +dM[

4 s 1 1
= ——Zdt — =V, dt
27Tt e

where W; is a Brownian motion. Consequently, we get

dWws,

14 s —

The Gaussian vector &; = (Z;, V;)T is a solution of the linear system of the It6
stochastic differential equation

s
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where

1 _1
= Y (1) = W
A() <¢(l7 5 ] ) and b(r) < e [))

Moreover, K7 (w) in (15) can be rewritten as

1 T
Kr(w) = — 1ogEexp( Q?d<M>t)
1 u 2
= Tlog]Eexp( 1) w(t,t)zz-i-Vz) d<M>t>
= ?logEexp( Z <\/1ﬁ(t NZ; + W(f, 5 V,) dt)
= LiogE ad RN d
= 7 log exp( Z,/ ¢ R f)

where

R() = (W’l’ 2 i)
v(t,t)

By the Cameron—Martin-type formula from Section 4.1 of [10],
w (T
Kr(p) = —4—[ (I (1) R(t))dt
T Jo
where I"(t) is the solution of the equation
: s 0 T 5
re = —EA(I)F(t) — EF(t)A ) — EF(I)R(I)F(I) + B(t) (16)
with B(z) = b(t)bT (t) and initial condition I"(0) = 0.

‘We shall search solution of (16) as the ratio I'(t) = llll_l(t)llfz(t), where W (1)
and ¥, (¢) are the solutions of the following equation system:

. o

W (1) = 20 (AW + S R®),
2 . 2 (17

W (t) = Wi (H)B(t) — sza)AT(r),

with initial conditions ¥1(0) = I and ¥,(0) = 0. From the first equation of (17) we
get

N N I
VO @) = S A0 + ST OR®),

and since tr A(¢) = 2, it follows that

%tr(F(t)R(t)) = (¥, ()1 (1)) —
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Since ¥, (1) = ¥ (t)(lI/]_l ()9 (1)), by Liouville’s formula we have
T T
" 1 RN 0
—— tr(I"(t)R(t))dt = —— tr (¥ HY())dt + —
& [ wtroroar =2 [Cw @ on o)+
L ogdetw (1) + 2
= ——=10 € —-.
o7 B 2
In order to calculate limy_, o % log det ¥ (T), define the matrix
0 1
=(1 o)

and note that A(r)T = JA®)J, R(t) = JA(t), and B(t) = A(1)J. Setting lffz(t) =
U (t)J, from (17) we obtain the following equation system:

i) = Zoiam + Lo A,
2 2

. 9 (18)

By = iAW) ~ S B AW,

with initial conditions ¥;(0) = I and l32(0) = 0. When %2 + u > 0, the coefficient
matrix of system (18)

. . 2 .
has two real eigenvalues A with A =,/ 197 + % and eigenvectors

v
vi:(fﬂ).
1
2

T+ % Diagonalizing system (18), we get

o
(€]
=
o
—
(¢]
Q
H_
Il
][5
H-
>
I
|
H-
53

Ui(1) =a (1) +a” (),
where 77 (¢) and 73 (¢) are the solutions of the equations

Ti(t) = AT1(1)A),

. (19)
(1) = A2 (D) A1),

with initial conditions 77 (0) = -7 and 7>(0) = — 1. Denote the matrix M(T) =
T;l (T)T1(T), which is the solution of the equation
M) = MAOM@) + MHA®)) (20)

subject to initial condition M (0) = —1I. Then

1 1
- logdet ¥ (T) = - logdet(a* 11 (T) +a~ 1a2(T))
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L logdet(aa(T)) + ~ logdet( 1 + Ay
= — a by bl
T g 2 T g a-
1 _
= T logdet(a TQ(T))

1 at 2 at
+ = log(l + <— det M(T) + —tr M(T))
T a— a~

1 _ 1 at\?
=7 logdet(a TZ(T)) + rd log(l + < ) detM(T))

a

e M(T) >

1
+ —10g<1 + 3
T 1+ (45" det M(T)

Applying Liouville’s formula to (19), we get

1 _ 1 at\?
T logdet(a™12(1)) + T 10g<1 + ( _) detM(T))

a

1 a\? 1 at\?
=7 log<<a) exp(—ZAT)) + T 10g<1 + <a_—) exp(4AT)> — 2X

as T — oo. Thus, in order to prove that limit (15) holds, we should show that

ir M(T)

1
T log(l + ) —- 0, T — oo. 21

I+ ()7 exp(4aT)
Given (20), by Theorem 3 in [13] we have
ltr M(T)| < 2+/2exp(2AT).

Thus, limit (21) holds, which finishes the proof of the lemma. O
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