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Inférence statistique pour des processus
multifractionnaires cachés dans un cadre de modéles a
volatilité stochastique

Résumé

L’exemple paradigmatique d’un processus stochastique multifractionnaire est le
mouvement brownien multifractionnaire (mbm). Ce processus gaussien de nature
fractale admet des trajectoires continues nulle part dérivables et étend de fagon
naturelle le célébre mouvement brownien fractionnaire (mbf). Le mbf a été introduit
depuis longtemps par Kolmogorov et il a ensuite été "popularisé" par Mandelbrot ;
dans plusieurs travaux remarquables, ce dernier auteur a notamment insisté sur la
grande importance de ce modéle dans divers domaines applicatifs.

Le mbm, quant & lui, a été introduit, depuis plus de quinze ans, par Benassi,
Jaffard, Lévy Véhel, Peltier et Roux. Grossiérement parlant, il est obtenu en rem-
plagant le paramétre constant de Hurst du mbf, par une fonction H (t) qui dépend de
fagon réguliére du temps ¢. Ainsi, contrairement au mbf, les accroissements du mbm
sont non stationnaires et la rugosité locale de ses trajectoires (mesurée habituelle-
ment par l'exposant de Holder ponctuel) peut évoluer significativement au cours du
temps ; en fait, & chaque instant ¢, 'exposant de Holder ponctuel du mbm vaut
H(t). Notons que cette derniére propriété, rend ce processus plus flexible que le
mbf ; grace a elle, le mbm est maintenant devenu un modéle utile en traitement du
signal et de I'image ainsi que dans d’autres domaines tels que la finance.

Depuis plus d’une décennie, plusieurs auteurs se sont intéressés a des problémes
d’inférence statistique liés au mbm et a d’autres processus/champs multifraction-
naires ; leurs motivations comportent a la fois des aspects applicatifs et théoriques.
Parmi les plus importants, figure le probléme de 'estimation de H(t), 'exposant
de Holder ponctuel en un instant arbitraire ¢t. Dans ce type de problématique, la
méthode des variations quadratiques généralisées, initialement introduite par Istas
et Lang dans un cadre de processus & accroissements stationnaires, joue souvent
un role crucial. Cette méthode permet de construire des estimateurs asymptotique-
ment normaux & partir de moyennes quadratiques d’accroissements généralisés d’un
processus observé sur une grille.

A notre connaissance, dans la littérature statistique qui concerne le mbm, jusqu’a
présent, il a été supposé que, 'observation sur une grille des valeurs exactes de ce
processus est disponible ; cependant une telle hypothése ne semble pas toujours
réaliste. L’objectif principal de la thése est d’étudier des problémes d’inférence
statistique liés au mbm, lorsque seulement une version corrompue de ce dernier est
observable sur une grille réguliére. Cette version corrompue est donnée par une
classe de modéles & volatilité stochastique dont la définition s’inspire de certains
travaux antérieurs de Gloter et Hoffmann ; signalons enfin que la formule d’It6
permet de ramener ce cadre statistique au cadre classique : "signal+bruit".
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Statistical inference for hidden multifractional processes
in a setting of stochastic volatility models

Abstract

The paradigmatic example of a multifractional stochastic process is multifrac-
tional Brownian motion (mBm). This fractal Gaussian process with continuous
nowhere differentiable trajectories is a natural extension of the well-known fraction-
al Brownian motion (fBm). FBm was introduced a long time ago by Kolmogorov
and later it has been made "popular" by Mandelbrot; in several outstanding works,
the latter author has emphasized the fact that this model is of a great importance
in various applied areas.

Regarding mBm, it was introduced, more than fifteen years ago, by Benassi,
Jaffard, Lévy Véhel, Peltier and Roux. Roughly speaking, it is obtained by replacing
the constant Hurst parameter of fBm by a smooth function H(¢) which depends on
the time variable t. Therefore, in contrast with fBm, the increments of mBm are
non stationary and the local roughness of its trajectories (usually measured through
the pointwise Holder exponent) is allowed to significantly evolve over time; in fact,
at each time ¢, the pointwise Holder exponent of mBm is equal to H(t). It is
worth noticing that the latter property makes this process more flexible than fBm;
thanks to it, mBm has now become a useful model in the area of signal and image
processing, as well as in other areas such as finance.

Since at least one decade, several authors have been interested in statistical in-
ference problems connected with mBm and other multifractional processes/fields;
their motivations have both applied and theoretical aspects. Among those problems,
an important one is the estimation of H(t), the pointwise Holder exponent at an
arbitrary time t. In the solutions of such issues, the generalized quadratic variation
method, which was first introduced by Istas and Lang in a setting of stationary
increments processes, usually plays a crucial role. This method allows to construc-
t asymptotically normal estimators starting from quadratic means of generalized
increments of a process observed on a grid.

So far, to our knowledge, in the statistical literature concerning mBm, it has
been assumed that, the observation of the true values of this process on a grid, is
available; yet, such an assumption does not always seem to be realistic. The main
goal of the thesis is to study statistical inference problems related to mBm, when
only a corrupted version of it, can be observed on a regular grid. This corrupted
version is given by a class of stochastic volatility models whose definition is inspired
by some Gloter and Hoffmann’s earlier works; last, notice that thanks to It6 formula
this statistical setting can be viewed as the classical setting: "signal4noise".
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CHAPTER 1

Introduction en francais

Le mouvement brownien multifractionnaire (mbm), ici noté par {X(t)}.cp,1), est
I’exemple paradigmatique d’un processus gaussien multifractionnaire ; il a été in-
troduit dans [51, 18]. Le mbm est une extension naturelle du mouvement brownien
fractionnaire (mbf) de paramétre de Hurst « [31, 53], ici noté par {Ba(t)}ic(,1) ; en
effet, il est obtenu en remplagant le paramétre constant o par un paramétre fonc-
tionnel H(-), qui dépend de fagon suffisamment réguliére de ¢. Ainsi, contrairement
au mbf, les accroissements du mbm sont non stationnaires et la rugosité locale de
ses trajectoires (mesurée habituellement par 'exposant de Holder ponctuel) peut
évoluer considérablement au cours du temps ; en fait & chaque instant ¢, I’exposant
de Hoélder ponctuel du mbm vaut H(t). Cette derniére propriété, rend ce processus
plus flexible que le mbf ; grice & elle le mbm est devenu un modéle d’une utilité
considérable en traitement du signal et dans d’autres domaines tels que la finance
(voir par exemple [2, 19, 20, 21, 41, 45]).

Depuis plus d’une décennie, plusieurs auteurs se sont intéressés a des problémes
d’inférence statistique liés au mbm ou encore & d’autres processus ou champs mul-
tifractionnaires (voir par exemple [10, 12, 14, 13, 15, 17, 16, 19, 20, 21, 22, 23]!) ;
parmi les plus importants, figure I’estimation de H (t), 'exposant de Holder ponctuel
en un instant arbitraire ¢. Dans de tels problémes, la méthode des variations quadra-
tiques généralisées, qui a d’abord été introduite par Istas et Lang dans un cadre de
processus a accroissements stationnaires [42], joue un role crucial.

A notre connaissance, dans la littérature statistique qui concerne le mbm, jusqu’a
présent, il a été supposé que, 'observation des valeurs exactes de { X () }4¢[0,1) sur une
grille, est disponible ; cependant, une telle hypothése ne semble pas toujours réaliste.
L’objectif principal de la thése est d’étudier des problémes d’inférence statistique liés
au mbm, lorsque seulement une version corrompue de ce dernier peut étre observée
sur une grille réguliére. Plus précisément, dans la thése, on suppose que l’on observe
un échantillon {Z(0), Z(1/n),...,Z(n/n)} du processus {Z(t)};c[0,1) défini par,

2(t) = 2 + /O B(X(s)) dW(s), (%)

o {W(s)}selo1) est un mouvement brownien standard indépendant du mbm
{X(S)}SG[O,lb

e ® est une fonction déterministe inconnue de classe C2, & croissance lente (au
plus polyndmiale) a l'infini ainsi que ses deux dérivées ;

LCette liste est loin d’étre exhaustive.
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2 Chapter 1. Introduction en frangais

en outre, a ’exception du chapitre numéro 4, on suppose toujours que le paramétre
H(:) du mbm caché {X(s)}s¢[o,1], est une fonction deux fois continiment dériv-
able ; cette derniére hypothése nous permet d’obtenir de "bonnes estimations" des
corrélations entre les accroissements généralisés du mbm.

Nous appelons le processus { Z(t) };¢(o,1] défini par (*), modéle & volatilité stochas-
tique multifractionnaire, parce qu’on peut voir ce processus comme la modélisation
du logarithme du prix d’un actif financier qui est une solution de I’équation différen-
tielle stochastique :

dZt = 0 th,

out la volatilité o; = ® (X (t)) est gouvernée par le mbm { X (£) }1¢[0,1]- De tels modeles
a volatilité stochastique possédent les trois propriétés suivantes, qui leur permettent
de reproduire certaines caractéristiques observées empiriquement dans nombre de
séries financiéres 19, 20, 21] :

e les accroissements de {Z(t) };c[o,1] sont non corrélés, cela résulte de I'hypothése
d’indépendance des processus { X (s)}secjo1] et {W () }sefo,] ;

e en revanche, les carrés des accroissements de {Z(t)}4c[o,1) sont significative-
ment corrélés, et les intensités de leurs corrélations peuvent changer au cours
du temps permettant ainsi d’avoir des périodes avec de la longue dépendance
qui alternent avec d’autres périodes avec de la faible dépendance ;

e la rugosité locale de la volatilité (autrement dit son exposant de Holder
ponctuel) peut étre calibrée au moyen du paramétre fonctionnel H(-) du mbm
et peut donc évoluer au cours du temps.

Il convient de noter que des modéles a wvolatilité stochastique fractionnaire de la
forme (x), ot le mbm {X(s)}sc(o,1) est remplacé par un mbf { By (s)}sc0,1), ont été
étudiés précédemment par Gloter et Hoffmann [35, 36]. Une idée importante, déja
utilisée par ces deux auteurs, est que les valeurs moyennes inconnues,

_ (i+1)/Nn )
Vi, = N, (X () ds =0, Ny 1.
i/Nn
oit N,, = [nf] (ici [-] désigne la fonction partie entiére et S €]0,1[ un paramétre

fixé), peuvent étre estimées a partir des observations disponibles, c’est-a-dire de
{Z(O), Z(1/n),.. ,Z(n/n)} : cette importante idée qui repose notamment sur la
formule d’'Ito, se traduit, de fagon plus précise (voir le Lemme 7.4.2), par

~

Yinen =Yin, +ENgn 1=0,..., Ny — 1, (#)

e les Y; n,, » sont les valeurs approchées des Y'; y,,, ces valeurs approchées sont
obtenus aux moyen de variations quadratiques normalisées de certaines des
observations Z(i/n) ;

http://doc.univ-lille1.fr
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e les & N, n désignent les termes d’erreur, il est a noter que ces variables aléa-
toires possédent des propriétés "sympathiques", entre autres :

(i) conditionnellement & la tribu Gx = o(X(s),0 < s < 1), leurs lois sont
indépendantes entre elles,

(ii) on dispose d'un controle de leur vitesse de convergence vers 0 lorsque
N, tend vers linfini, au moyen de leurs moments conditionnels
|E (& n,.nlGx)|, E (é;?Nmn|gX) et E (éaan,n|gX), plus précisément, il ex-
iste une variable aléatoire C' dont les moments de tout ordre sont finis,
telle que, presque stirement, pour tout n assez grand, 'on a,

IE (&.5,.n]Gx)| < ON 87D,

E (&2, Gx) < CNy 371D

et
E (&ly, nlGx) < CNy26 -0,

Ainsi la formulation (xx) permet de se ramener a un cadre statistique classique de
la forme : "signal+bruit".

Il convient aussi de souligner que la formule de Taylor-Lagrange permet de mon-
trer que les accroissements généralisés des Y; y, sont intimement liés aux accroisse-
ments généralisés des valeurs moyennes Yi’ N,, ¢t =0,...,N,—1, du processus mbm
{X(s)}se[o,1] lui-méme ; ces dernieres valeurs sont définies par,

_ (i4+1)/Nn,
XinN, =Ny X(s)ds.
i/Nn
Tout comme Gloter et Hoffmann [35, 36|, pour faire de l'inférence statistique dans
le cadre des modéles du type (%) ou encore (xx), on adoptera bien souvent des
méthodes qui consistent essentiellement en les trois étapes suivantes :

e on construit d’abord un estimateur au moyen des X; n,, ;
e on se ramene ensuite a un estimateur qui dépend des Y; n,, ;

e enfin, dans ce dernier estimateur les Y; y, sont remplacées par leurs valeurs
approchées Y; n,, n-

Nous allons maintenant décrire le contenu de chacun des chapitres de la thése,
nous nous limiterons ici & une description succincte qui permet d’avoir une vue
d’ensemble de la thése ; signalons au passage, qu’au début de chaque chapitre, une
introduction détaillée présentera plus précisément, les problématiques qui y seront
étudiées.

Rappelons qu’lstas et Lang (voir [42]) ont construit des estimateurs asymp-
totiquement normaux de I'exposant de Holder uniforme ? d’'un processus a ac-
croissements stationnaires {S(t)}sc[,1] appartenant a une large classe ; leurs es-
timateurs sont obtenus par la méthode des variations quadratiques généralisées,

2Cet exposant permet de mesurer la régularité de Holder globale d’un processus sur un intervalle.
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4 Chapter 1. Introduction en frangais

a partir des valeurs exactes de {S(t)}scp,1) sur une grille réguliére, c’est-a-dire
a partir de {S(0),S(1/N),...,S(N/N)}. Dans le premier chapitre de la these
(chapitre numéro 3), il est essentiellement établi que les principaux résultat-
s d’Istas et Lang restent valables lorsque {S(0),S(1/N),...,S(N/N)} est rem-
placé par {307 Ny ,ngl, N}, c’est-a-dire que 'on observe les valeurs moyennes
de {S(t)}1e(0,1), sur une grille réguliére, au lieu de ses valeurs exactes. Les motiva-
tions sont les suivantes : (a) lorsque le processus {S(t)}¢c[o,1] est erratique (il fluctue
beaucoup au cours du temps), il semble plus réaliste de dire que I'on observe sur
une grille ses valeurs moyennes plutdt que ses valeurs exactes ; (b) comme on 'a
déja souligné, les valeurs moyennes jouent un roéle important dans le cadre de I’étude
statistique des modeéles du type (%) ou encore (xx). Signalons enfin qu'une version
de ce chapitre a déja été publiée dans le journal "Statistics and Probability Letters".

Avant de se lancer dans une étude statistique des modéles du type (x), il faudrait
au préalable avoir une représentation intuitive de ces modeéles. Pour ce faire, il con-
vient d’étudier la régularité de Holder, globale et locale, de leurs trajectoires et
il convient également de simuler ces derniéres ; tels sont les objectifs du second
chapitre de la thése (chapitre numéro 4). Il convient de souligner que les principaux
résultats de ce chapitre sont valables, non seulement dans le cas ot {X(s)}seo,1]
est le mbm, mais aussi, dans le cadre beaucoup plus général, ott {X(s)}scp,1] es-
t un processus gaussien arbitraire dont les trajectoires vérifient une condition de
Holder uniforme d’ordre arbitraire o > 1/2. Dans ce chapitre, d’abord, ’on mon-
tre qu'avec probabilité 1, les trajectoires de {Z(t)},c[0,1) appartiennent a tous les
espaces de Holder CV([O, 1]) o v < 1/2 et que, 'exposant de Holder ponctuel de
{Z(t) }+ejo,1) vaut 1/2 en tout point de 0, 1[, presque stirement. Ensuite, afin de dis-
poser d’'une méthode de simulation efficace de ces trajectoires, une représentation
en série aléatoire de {Z(t)}4c[0,1), via la base de Haar, est introduite ; la principale
idée qui permet de 'obtenir, consiste, & décomposer, pour tous ¢ € [0,1] et w fixés,
la fonction s — <I>(X(s, W))]l[[),t] (s), dans la base de Haar de I'espace L? ([O, 1]), puis
a utiliser la propriété d’isométrie de 'intégrale stochastique dans (x). Enfin, il est
montré qu’avec probabilité 1, la série est convergente dans tous les espaces C7 ([0, 1])
ol v < 1/2, de plus, une fine estimation de sa vitesse de convergence, mesurée au
moyen de la norme | - ||cv(jo,17), est donnée.

Nous avons déja souligné au début de cette introduction que ’exposant de Holder
ponctuel du mbm caché {X(s)}eo,1) peut évoluer considérablement au cours du
temps, paradoxalement, 'exposant de Holder ponctuel de sa version corrompue
{Z(t) }1ej0,1) reste constant (comme on l'a vu dans le paragraphe précédent) ; cela
signifie qu’il y a une perte considérable d’information lorsque I’on observe les valeurs
de {Z(t) }ejo,1) sur une grille, au lieu de celles de {X(s)}sejo)- L'objectif princi-
pal des deux derniers chapitres de la thése est de montrer que, malgré cette perte
d’information, il est encore possible de construire des estimateurs consistants de
certains indices pertinents liés & { X (s)}s¢[,1) et/ou & la fonction inconnue ®.

Dans le troisiéme chapitre de la thése (chapitre numéro 5), on suppose que le
parameétre fonctionnel H () du mbm est connu et prend ses valeurs dans l'intervalle
ouvert (1/2,1), h désigne une fonction arbitraire connue de classe C! & croissance
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lente a l'infini ainsi que sa dérivée, enfin (uy)n et (vn)n sont deux suites arbitraires
vérifiant pour tout N, 0 < uy < vy < 1 et limy_ 400 N(vy — py) = +oo. Un
premier résultat de ce chapitre, montre qu’en construisant, au moyen des {YZ N
i € Neti/N € [,uN,I/N]}, la variation quadratique généralisée pondérée par la
fonction h, on obtient un estimateur de l'intégrale :

1 YN

_ / h(X (s)) ds.
VN — ,U‘N UN

Un deuxiéme résultat, qui généralise le premier résultat, montre qu’en construisant,

au moyen des {?LN :i€Neti/N € [un, VN]}, V(h; pn,vn) la variation quadra-

tique généralisée pondérée par la fonction h, on obtient un estimateur de I'intégrale :

! / X () h(Y () ds.

VN — UN UN

Un troisiéme résultat montre que lorsque dans V(h; un,vn), les Y; y sont rem-
placés par les ?z‘,Nn,m quitte & rajouter & V(h; un,vy) un terme de correction, on
continue a avoir un estimateur noté par V(h; KN, s VN, ) qui converge vers la méme
intégrale. Signalons que ces trois estimateurs convergent dans L'(£2), a la vitesse
(N (vN — 1 N))fl/ 2, Enfin, un dernier résultat, montre que dans le cas d’un modéle
a volatilité stochastique multifractionnaire li%éaire (i.e. ®(x) = Ox pour tout réel
971

), sous certaines conditions, un estimateur 62 de 62, peut étre obtenu a partir de

v b

V(1; un,,vnN, ) ; de plus @; converge en probabilité, au moins a la vitesse

—1
n- (4max5€[#Nn#’Nn] H(s)+2> ( _1/2'

UN, — HN,)
Signalons qu'une version de ce chapitre a été publiée dans un ouvrage
chez "Springer" (http://www.springer.com/mathematics/probability /book/978-3-
642-22367-9).

Dans le quatriéme chapitre de la theése (chapitre numéro 6), on désigne par
(v(N)) N>3 une suite arbitraire de réels strictement positifs qui tend vers 0 plus vite
que (log N)~! et moins vite que (log N)2/N, on fixe ¢ty un point arbitraire de ]0, 1]
et pour tout NV assez grand, on pose

n(to) ={i €N : [t —i/N| < v(N)}.

Un premier résultat montre que la variation quadratique généralisée construite au
moyen de {X; y : i € vy(to)}, permet d’obtenir un estimateur de H(t) qui con-
verge en probabilité ; de plus lorsqu’on impose la condition :

+o00

3 (Nu(N)) ™ < o, €)

N=3

Iestimateur converge alors presque strement ; par ailleurs, lorsqu’on impose la
condition :

v(N)=o0 (N_1/3(10gN)_2/3> ,
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Iestimateur devient alors asymptotiquement normal. Un deuxiéme résultat mon-
tre que la variation quadratique généralisée construite au moyen de {71-, N 1€
VN(to)}, permet d’obtenir un estimateur de H(tg) qui converge en probabilité ; de
plus lorsqu’on impose la condition (C) I'estimateur converge alors presque siirement ;
par ailleurs, lorsqu’on impose les conditions H (ty) €]1/2,1] et

v(N)=o (N_l/z(log]\f)”) ,

ot 7 > 1/2 est arbitraire, I'estimateur devient alors asymptotiquement normal.
Enfin, un troisiéme résultat montre que pour certaines valeurs du paramétre 3, le
deuxieéme résultat reste vrai lorsque les Y; y sont remplacées par les Y; n,, p.
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CHAPTER 2

Introduction

The paradigmatic example of a multifractional Gaussian process is multifraction-
al Brownian motion (mBm), we denote by {X(t)}co,)j- MBm was introduced in
[51, 18]. It is a natural extension of the well-known fractional Brownian motion
(fBm) [31, 53] of Hurst parameter o, we denote by {Ba(t)}se[0,1); roughly speaking,
it is obtained by replacing the constant parameter « of the latter Gaussian process
by a smooth enough function H(-), depending on the time variable ¢. Therefore, in
contrast with fBm, the increments of mBm are non stationary and the local rough-
ness of its trajectories (usually measured through the pointwise Holder exponent)
is allowed to evolve considerably over time, since at each t the pointwise Holder
exponent of mBm equals H(t). It is worth noticing that the latter property makes
mBm to be a useful model in the area of signal processing and other areas such as
finance (see for example [2, 19, 20, 21, 41, 45]).

Since at least one decade, several authors have been interested in statistical
inference problems connected with mBm and related processes (see for example
[10, 12, 14, 13, 15, 17, 16, 19, 20, 21, 22, 23]}); an important one of them is the
estimation of H(t), the pointwise Holder exponent of mBm at an arbitrary time
t. In such problems, the generalized quadratic variation method, which was first
introduced by Istas and Lang in a setting of stationary increments processes [42],
plays a key role.

So far, to our knowledge, in the statistical literature concerning mBm, it has been
assumed that the observation, of the true values of { X (t)};c[o,1] on a grid, is avail-
able; yet, such an assumption does not always seem to be realistic. The main goal
of the thesis is to study some statistical inference problems related to mBm, when
only a corrupted version of it over a regular grid, can be observed. More precisely,
in the thesis, it is assumed that one observes a sample {Z(0), Z(1/n),..., Z(n/n)}
of the process {Z(t)};(0,1] defined as:

2(8) = 20 + /O B(X(s)) dW(s), (%)
where:

o {W(s)}seo1) is a standard Brownian motion independent on the mBm
{X(5)}sepo,;

e & is an unknown deterministic C? function having slow increase (at most
polynomial) at infinity, as well as its two derivatives;

I This list is not exhaustive.
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also, except in the chapter number 4, it is always assumed that the parameter H(-)
of the hidden mBm { X (s)}s¢(o,1], is a two times continuously differentiable function;
actually we need this assumption in order to get "nice estimates" of the correlations
between the generalized increments of mBm.

We call the process { Z(t) },¢(0,1] defined by () a multifractional stochastic volatil-
ity model, since it can be viewed as a model for the logarithm of the price of a
financial asset which is a solution of the stochastic differential equation:

dZt = 0¢ th,

where the volatility oy = ®(X(t)) is governed by the mBm {X(t)}tcjp1- Such
stochastic volatility models have the following three properties which allow them to
reproduce some features empirically observed in financial series [19, 20, 21]:

e increments of {Z(t)}4c[,1) are uncorrelated, this is a consequence of the inde-
pendence of the processes { X (s)}se(o,1] and {W(s)}se(o,1;

e on the other hand, the square of increments of {Z(t)}c[0,1) are significantly
correlated and intensities of correlations can change over time in such a way
which allows to have some periods with long range dependance and other
periods with short range dependance;

e the volatility local roughness (its pointwise Holder exponent) can be prescribed
via the functional parameter H(-) of mBm and thus can evolve over time.

It is worth mentioning that fractional stochastic volatility models of the form (x)
where the mBm {X(s)}s¢(o,1] is replaced by a fBm {Ba(s)}se[0,1], have been previ-
ously studied by Gloter and Hoffmann [35, 36]. An important idea, already used by
the latter two authors, is that the unknown local average values,

(i+1)/Nn

Yin, =N (®(X(s)))’ds i=0,...,N,—1,
i/Nn

where N,, = [n°] (here [-] denotes the integer part function and 8 € (0,1) a
fixed parameter), can be estimated starting from the available observations, name-
ly {Z(0),Z(1/n),...,Z(n/n)}; this important idea basically relies on It6 formula.
More precisely (see Lemma 7.4.2), this idea can be expressed as,

~

YiNon =YiN, TNy ©=0,...,N, —1, ()
where:

e the 17, N,,n's are the approximate values of the ?i7Nn’S, these approximate
values can be obtained through normalized quadratic variations of some of
the observations Z(i/n) ;

e the & n, n’s denote the error terms, observe that these random variables have
nice properties:
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(i) conditional on the o-algebra Gy = (X (s),0 < s < 1), their distributions
are independents,

(ii) their rate of convergence to 0 when N,, goes to infinity, can be controled
through their conditional moments |E (& n, »|Gx)|, E (é;?Nmn|gX) and
E (@?Nn’n\g x ), more precisely, there is a random variable C' of finite mo-
ment of any order, such that one has almost surely, for all n big enough,

IE (&i.5,n]Gx)| < ON, 8711,

E (&2, 41Gx) < ON; 7'V

and
E (& ,1Gx) < CN;2(67' 1),

9, Np,n

Thus the formulation (xx) allows to recover a classical statistical framework of the
form: "signal-+noise".

Also, it is worth to notice that Taylor-Lagrange formula allows to show that
the generalized increments of the ?z’, N's are closely connected with the generalized
increments of the local average values Yz} N,, ¢ = 0,...,N, — 1, of the process
{X(5)}sejo,1 itself, defined as,

_ (i+1)/Nn,
Xi,Nn = Nn X(S) ds.
i/Nn
Similarly to Gloter and Hoffmann [35, 36], in order to make statistical inference
in the setting of models of type (x) or (sx), we will very often use methods which
mainly consist in the following three steps:

e we build an estimator starting from the YL N,’S;
e then we obtain from it an estimator which depends on the ?@ N, S;

e finally, we replace in the latter estimator the Y; n,’s by their approximate
values Y; n, »’s.

Let us know describe the content of each chapter in the thesis. We limit ourselves
here to a brief description that provides an overview of the entire thesis; note in
passing that at the beginning of each chapter, a detailed introduction describes
more explicitly, the issues that will be studied.

Recall that, Istas and Lang (see [42]) have built asymptotically normal estima-
tors of the uniform Holder exponent? of a stationary increments Gaussian process
{S(#)}te[o,1) belonging to a wide class; their estimators are obtained by the general-
ized quadratic variation method, starting from the observation of the true values of
{S(t) }ejo,1) over a regular grid, namely {S(0), S(1/N),...,S(N/N)}. In the first

chapter of the thesis (chapter number 3), basically, it is shown that the main results

2This exponent provides a measure of the global Holder regularity of a process over an interval.
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of Istas and Lang remain valid when {S(0),S(1/N),...,S(N/N)} is replaced by
{Son,-..,Sn—1,n}, that is one observes the local average values of {S(t)}iejo.1];
over a regular grid, instead of its true values. The motivations are the following:
(a) when the process {S(t)}¢co,1) is erratic (that is it fluctuates a lot over time),
it seems to be more realistic to say that one observes, over a regular grid, its local
average values instead of its true values; (b) as we have mentioned before, local
average values play an important role in the statistical study of models of the type
() or (xx). At last, note that a version of this chapter has already been published
in the journal "Statistics and Probability Letters".

Before making a statistical study of models of the type (x), it seems to be useful
to have an intuitive representation of these models. To this end, the study of the
global and the local Holder regularity of their trajectories as well as their simulation
can be of some help; here are the main goals of the second chapter of the thesis
(chapter number 4). It is worth noticing that the main results of the chapter,
are valid, not only in the case where {X(s)}sc[0,1] is mBm, but also in the much
more general setting in which {X(s)}¢[,1] is an arbitrary Gaussian process whose
trajectories satisfy a uniform Hoélder condition of any arbitrary order o > 1/2. In
this chapter, first, it is shown that, with probability 1, the trajectories of {Z(%) };¢(0,1)
belong to any Holder space C’V([O, 1]) with 7 < 1/2 and that, the pointwise Holder
exponent of {Z(t)}c(0,1) at any point in (0,1), equals almost surely to 1/2. Then,
in order to have an efficient simulation method of these trajectories, a random series
representation of {Z(t)},c[,1), via the Haar basis, is introduced; the main idea which
allows to obtain it, consists in expanding for all fixed ¢ € [0,1] and w, the function
s+ (X (s,w))Lj4(s) in the Haar basis of the Lebesgue Hilbert space L?([0,1])
and then in using the isometry property of the stochastic integral in (x). At last, it
is shown that, with probability 1, the series is convergent in all the spaces C7 ([0, 1])
with v < 1/2 and a sharp estimation, of its convergence rate, in the sense of the
norm || - [|gv([o,1)), is given.

We have already mentioned that the pointwise Hélder exponent of the hidden
mBm {X(s)}e[0,1) may evolve considerably over time, while that of its corrupted
version {Z(t)};c(o,1] Temains constant; this means that there is a considerable loss
of information when one observes the values of {Z(t)}c(0,1) over a grid, instead of
those of {X(8)}se(0,1- The main goal of the last two chapters of the thesis is to show
that, in spite of this loss of information, it is still possible to construct consistent
estimators of some relevant indices related to { X (s)}c[,1] and/or to the unknown
function ®.

In the third chapter of the thesis (chapter number 5), one assumes that the
functional parameter H (-) of mBm, is known and takes its values in the open interval
(1/2,1), h denotes an arbitrary known C* function having slow increase at infinity as
well as its derivative, at last (un )y and (vn) N are two arbitrary sequences satisfying
for each N, 0 < uy < vy <1 and limy_ 1o N(vy — pun) = +00. A first result of
the chapter shows that, when one constructs starting from {Yl N i€ Nandi/N €
[N, VN]}, the generalized quadratic variation weighted by the function h, one gets
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an estimator of the integral:

! /VN h(X(s)) ds.

VN = BN Jun
A second result, which generalizes the first result, shows that when one constructs

starting from {Y;n : i € Nand i/N € [un,vn]}, V(h;un,vn) the generalized
quadratic variation weighted by the function h, one gets an estimator of the integral:

! / P X () R(Y () ds.

UN — UN uN

A third result shows that when in the expression giving V (h; un, vx), the ?@N’S are
replaced by the Y; n,, »’s and one adds a correction term, we still have an estimator,

~

denoted by V'(h; pn,,, VN, ), which converges to the same integral. Notice that these
three estimators converge in L'(Q) at the rate (N (vy — /LN))_I/Q. At last, a fourth
result, shows that in the case of a linear multifractional stochastic volatility model
(i.e. ®(x) = O for all real z), under some CODditiOI/I\SQ, an estimator é?z of 62, can
6

be obtained starting from V(1; uy, , vy, ) ; moreover 6

least at the rate,

converges in probability, at

1
n- (4HlaXSE[MNn1”Nn] H(s)+2) ( _1/2‘

VN, — IN,)
At last notice that a version of this chapiter, has been published in a book edit-
ed by "Springer" (http://www.springer.com/mathematics/probability /book /978-3-
642-22367-9).

In the fourth chapter of the thesis (chapter number 6), we denote by (v(NV))n>3
an arbitrary sequence of strictly positive real numbers, which converges to 0 more
quickly than (log N)~! and less quickly than (log N)?/N, we fix to an arbitrary
point of (0,1) and for N large enough, we set

VN(t()) = {Z eN: |t0 — Z/N’ < ’U(N)}

A first result shows that the generalized quadratic variation corresponding to
{Xin : i€ vn(to)}, allows to obtain an estimator of H(to) which converges in
probability; moreover, under the additional condition:

+o0o

ST (Nu(N) ™ < oo, ()

N=3

the estimator converges almost surely; on the other hand, when one imposes the
condition:

o(N) = o (N*l/?’(log N)*2/3) ,

the estimator becomes asymptotically normal. A second result shows that the gen-
eralized quadratic variation corresponding to {?i, N I 1E VN(tO)}, allows to obtain
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an estimator of H(ty) which converges in probability; moreover, under the addition-
al condition (C) the estimator converges almost surely; on the other hand, when one
imposes the conditions H(tg) € (1/2,1) and

o(N) = o (N"2(1og N)") .

where 1 > 1/2 is arbitrary, the estimator becomes asymptotically normal. At last a
third result shows that for some well-chosen values of the parameter 3, the second
result remains true when the 71-7 N's are replaced by the Y; n, »’s.
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CHAPTER 3

Uniform Holder exponent of a
stationary increments Gaussian
process: estimation starting from
average values
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3.1 Introduction

Since several years, there has been a considerable interest in the statistical estimation
of some indices related to Holder regularity of sample paths of stochastic processes,
we refer e.g. to [10, 16, 11, 12, 14, 22, 37, 42]; as for instance the uniform Holder
exponent over a compact interval. Let us recall the definition of the latter exponent.
Denote by {X(t)}ier a real-valued stochastic process and by K a fixed compact
interval in R; one says that a sample path X(-,w) : t — X(¢,w) belongs to the
Hoélder space C7(K) where v € Ry \ Z, if the following two conditions (i) and (ii)
are satisfied:

(i) X(-,w) is a [y]-times continuously differentiable function over K, where [-] de-
notes the integer part function;

(ii) there is a constant ¢ = ¢(K,w) > 0 such that for all s, s € K,
‘X(M)(sl,w) _ X([v])(s%w)’ < sy — 52|7_[7], (3.1.1)

where the function X (") (-, w) denotes the derivative of order [] of the function
X(-,w), with the convention that X (., w) = X(-,w).

The uniform Hélder exponent of X (-,w) over K is defined as,

hy(K,w) =sup{y e Ry \Zs: X(,w)e CV(K)}.
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From now on, we suppose that { X (¢) };er is a centered stationary increments Gaus-
sian process satisfying almost surely X (0) = 0; thus the distribution of {X (¢) }ter
is completely determined by its variogram, namely the even function v defined for
all t € R, as,

o(t) = 2B (X (1) (3.1.2)

moreover it follows from zero-one law that there is a deterministic quantity H =
Hx(K) € [0,400] such that one has, for almost all w, hx(K,w) = Hx(K). There
is no restriction to assume that K = [0, 1]. In their seminal article [42], by using the
notion of generalized quadratic variation, Istas and Lang have constructed, under
some assumptions, asymptotically normal estimators of H, starting from the obser-
vation of { X (i0n)}i—o,.. [55]-1—1, the true values of X over a regular grid. However,
in the setting of some applications, for example when one has to model a quite
fluctuating signal, it sounds to be more realistic to say that one observes average
values of the process X, namely {(5;,1 f;g;rl)é]v X(s) ds}i:O,...,[(SN]*l—l’
true discretized trajectory of X. The goal of this chapter is to construct a strongly
consistent and asymptotically normal estimator of H starting from such data. From

rather than a

now on, for the sake of simplicity, we assume that the discretization mesh dy = 1/N
(N being an integer big enough) and we set

{yivN}z’:O,...,N—l = {N/

i/N

(i+1)/N

X(s) ds} (3.1.3)

i=0,..,N—1

Our results as well as their proofs are inspired by [42], however new difficulties
appear in our setting; they are mainly due to the fact that

p p
COV( E akXHk’N, E ak/XjJrk/’N)’
k=0 k'=0

is more difficult to estimate, than
P itk & j+k
COV(kZ:OakX(N),k/ZOGk/X( N )),

here p > 1 is an integer and a = (ao,...,ap) denotes a finite sequence of real
numbers satisfying Assumption (3.2.6).

3.2 Statement of the main results

Let us first precisely present the assumptions we need for obtaining our main results.
Note in passing that these assumptions are nearly similar to some fundamental
hypotheses in [42].

(A1) Assumptions on the variogram function v: We assume that there exists
a finite nonnegative integer d such that v is 2d-times continuously differentiable on
[—2,2] and v is not 2(d + 1)-times continuously differentiable on this interval. We
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(2d) the derivative of v of order 2d, with the convention that v(®) = v.

Also we assume that there are two real numbers ¢ # 0 and 0 < sp < 2 such that for
all t € [-2,2], one has

denote by v

o@D (1) = D (0) + ¢|t|*0 + r(t), (3.2.1)
where the remainder r satisfies the following two properties:

e For [t| small enough, one has,

r(t) = o(|t|*°). (3.2.2)

e There are two real numbers ¢ > 0, w > sp and an integer ¢ > w + 1/2 such
that the remainder 7 is g-times continuously differentiable on [—2,2]\ {0} and
for all t € [—2,2]\ {0}, one has

IrD(t)] < et (3.2.3)

O

The integers d and q are supposed to be known; in fact the unknown parameter
we want to estimate, starting from the data (3.1.3), is so. It is worth noticing that
Assumption (Al) implies (see for instance [40] or [26]) that the uniform Holder
exponent H satisfies,

H:d+%. (3.2.4)

Though, this assumption might seem to be a bit technical, it is satisfied (see [42])
by fractional Brownian motion (i.e. v(t) = c[t|*® where ¢ > 0 is a constant and
a € (0,1) the Hurst parameter) and other, more or less, classical classes of stationary
increments Gaussian processes (for example when v(t) = 1 — exp(—|t|?), where
B € (0,2) is a parameter; observe that in this case d = 0 and sy = [, moreover
standard computation show that one can take ¢ = 3).

For any integer N > p + 1, the generalized increments of the average values
Y@',N» 1=20,...,N — 1 of the process X are defined as,

p
{AaXi’N}i:O,...,N—p—l = { kzoa/kX’i‘i’k,N}i:O,.“’Npl? (325)
where a = (ag,...,a,) € RPT! is an arbitrary finite fixed sequence with M(a) >
d + q/2 vanishing moments, that is:
P P
Zk:lak =0, foralll=0,...,M(a) —1 and Zk‘M(“)ak #£0 (3.2.6)
k=0 k=0

The integer M (a) is called the order of the generalized increment and one always
has p > M(a). For example, a) = (1,—1) is of order 1 and a® = (1,-2,1) is of
order 2.
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Note in passing that (3.2.6) implies that for all [ € {0,...,2M(a) — 1},

Y apap(k—K) =o. (3.2.7)

k=0 k'=0

The important idea of replacing usual 1-order increments by generalized increments
has been initially introduced by Istas and Lang [42]. The main advantage in doing
so, is that the statistical estimator of H, defined through generalized quadratic
variation, is asymptotically normal whatever the value of H might be. Basically,
this asymptotic normality comes from the fact that generalized increments are less
correlated than usual increments.

In fact, we need to impose to the sequence a an additional assumption.
(A2) Assumption related to the generalized increments: For all v € (0,2),
one has

R(0,1,2d, (-)") #0, (3.2.8)

where R(0,1,0, (-)”) is defined by (3.4.5) and R(0,1,2d,(-)") is defined by (3.4.6)
whend > 1. O

It is worth noticing that standard computations allow to show that: the sequence
a® = (1,-2,1) has 2 vanishing moments (i.e. M(a®) = 2) and satisfies Assump-
tion (A2) when d = 0; the sequence a(®) = (1,—3,3,—1) has 3 vanishing moments
(i.e. M(a®) = 3) and satisfies Assumption (A2) when d € {0, 1}.

Now we are in position to state the two main results of this chapter.

Theorem 3.2.1 Let us denote by

~ 1 Vi
Hy = 7(1 log, (= ) 3.2.9
N=5 + 1ogy (V2N) ( )
where Viy s the generalized quadratic variation defined as,

N—-p—1

W= Y (AXin)’ (3.2.10)
1=0

Then, under Assumptions (A1) and (A2), when N — +oo, Hy converges almost
surely to H,

Theorem 3.2.2 Under the same assumptions as in Theorem 3.2.1 and the addi-

tional assumption that
r(t) = o([t]01/?), (3.2.11)

a Central Limit Theorem holds, namely Nl/Q(ﬁN—H) converges in law to a centered
Gaussian random variable.

3.3 Some simulations
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Estimator of H=0.8
1 T T T

0.91% 4 g

Figure 3.1: Simulation of the convergence of ﬁIN, for a fBm of Hurst parameter 0.8

Histogram of the Estimator of H=0.8
T T T

180

sqrt(n)(Hn-H)

Figure 3.2: Histogram of N'/2(Hy — 0.8)
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3.4 Proof of the main results

First it is convenient to notice that the stationarity of the increments of the process
X, implies that for all N >p+1and i € {0,...,N —p — 1}, one has

027]\7 := Var(AyXon) = Var(A,X; v). (3.4.1)
The proof of Theorem 3.2.1 mainly relies on the following proposition.

Proposition 3.4.1 Under Assumptions (A1) and (A2), there exist two constants
c1 > 0 and co > 0, such that the following two equalities hold for all N > p + 1:

0271\7 = N72H 4 o(N—2), (3.4.2)
and N
—p—1 — 9
A X
s% = Var( E %) =caN + o(N). (3.4.3)
o
i=0 a,N

Now, let us focus on the proof of Proposition 3.4.1. In order to show that the
latter proposition holds, we need several preliminary results. The following lemma
(whose proof has been omitted since it is more or less similar to that of Lemma 1
in [35]) gives a nice expression of Cov(AaYi,N, Aaij), in terms of the variogram
function wv.

Lemma 3.4.2 For all integer N > p+ 1 and all i,j € {0,...,N —p — 1}, the
following equality holds:

E (AX; NAXjN) = —N? Zakal // —8/+%)ds'ds).

0<k,I<p ( :
3.4.4

Next we will use (3.4.4) and (3.2.1) for estimating E (AGYLNAQYJ-,N); to this
end, we need to introduce some notations. Let h and g be two real-valued Borel
functions defined on the real line, let N > p+ 1 and u > 1 be two integers and let
z € R, we set

l
R(x,N,0,h) = Zakal// x—l—s—s—f—kN ) ds'ds, (3.4.5)
0<k,I<p
and

R(z,N,u,g) Zakal - /// u—l

0<k,l<p
k—

xg(az+s—s’—|—(N)n) dnds’ ds.

(3.4.6)
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Of course we assume that h, g, N, u and x have been chosen in such a way that all
the integrals in (3.4.5) and (3.4.6) are well-defined and finite. Observe that in view
of Lemma 3.4.2, one has

E (AaX;nAaXjn) = —N2R( [ ]_Vﬂ N0, v>. (3.4.7)

In the sequel we set m = |i — j|. Let us now give a nice property of R.

Lemma 3.4.3 Let x € R and u be an integer such that 0 < u < 2M (a). Assume
that h is u-times continuously differentiable on the interval [x — (p + 1)/N,x +
(p + 1)/N]. Then, for all integer v/, satisfying 0 < v < u, R(z, N,u',h(")) is
well-defined and one has

R(z,N,u',h")) = N~ (") R(z, N, u, hW). (3.4.8)

Proof of Lemma 3.4.3: First observe that, Lemma 3.4.3 clearly holds when u = 0,
so from now on we assume that u > 1. Next observe that for all (s, s’) € [0,1/N]?
and all (k,1) € {0,...,p}%, hisa C* function on the compact interval of extremities
x+s—s and x +s— s + (k—1)/N. By applying Taylor formula to h on this
interval, one has

u—1
k—1 R (z+5—5) (k—1\m
— / - —
h(”‘s o N) P ml (N)
l(l_n)ufl (k_l) k—1I\u
A/ VA A () _y N not
—I-/O (u—l)!h (a:+s s+ N )dnx(N).
Then using (3.4.5), (3.2.7) and (3.4.6), it follows that
R(z,N,0,h) = N"“R(z, N,u, ™). (3.4.9)
By replacing in (3.4.9) u by «/, one also has
R(z,N,0,h) = N"“R(z,N,u', h*)). (3.4.10)

Finally combining (3.4.9) with (3.4.10) one obtains (3.4.8). O
The following remark is a consequence of (3.4.8), (3.4.5), (3.4.6), (3.2.1) and

(3.2.7).
Remark 3.4.1 For all integer N > p+ 1 and for allm € {0,...,N —p — 1}, one
has
m _od m s m
R(%,N,0,v) = N (cR(N, N,2d,|-[*) + R(5:, N, 2d,r)). (3.4.11)

Now our goal will be to estimate R(m/N, N, 2d, |- |50) and R(m/N, N, 2d, 7‘).

The following lemma can be obtained by setting in the integrals in (3.4.5) and
(3.4.6), (y,y") = (Ns,N¢'), and then by using the fact that |- |** is a homogeneous
function of degree sg.
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Lemma 3.4.4 For all integers N >p+1, me€ {0,...,N —p—1} and u > 0, one

has
m

R(N

(N[ ]0) = NT2TOR(m, 1,u, | - |%). (3.4.12)

Lemma 3.4.5 There is a constant ¢ > 0, only depending on d, q and a, such that
one has for allm e {p+2,...,.N —p—1},

|R(m,1,2d, |- *°)] < c(m—p—1)*°77 (3.4.13)

Proof of Lemma 3.4.5: First notice that for all s,s" € [0,1], m € {p+2,...,N —
p—1}, k,1€{0,...,p} and € [0,1], one has

m+s—s+k-UOn>m—-p—1=1>0. (3.4.14)
Then by using the definition of R ((3.4.5) and (3.4.6)) as well as (5.4.1), one gets
R(m,1,2d,|-|**) = R(m,1,2d,(-)™). (3.4.15)

(9)

Moreover, denoting by (()50) the derivative of order ¢ of the function z — 2%, it

follows from Lemma 3.4.3 that
R(m,1,2d,(-)*) = R(m,1,2d+q,(()*)?)
= aR(m,1,2d+q,(-)*7 %), (3.4.16)

where ¢ is a constant only depending on sy and g. Since 2d+ ¢ > 1, again by using
(3.4.6), one has

1(1 _ n)?d-ﬁ-q—l

R(m,1,2d+¢,()*7%) = ) akal(k—Z)Qdﬂ/%q_l)!

0<k,I<p 0
1,1
X //(m +s—8+(k—10n)" "ds'dsdn.
0Jo
(3.4.17)

Then, it results from (3.4.17), the triangle inequality, (5.4.1) and the inequality
so —q < 0, that

|[R(m, Lu+q, () 7)| <ca(m—p—1)°71, (3.4.18)

where co is a constant only depending on a, d and ¢. Finally, putting together
(3.4.15), (3.4.16) and (3.4.18) one obtains the lemma.O

Lemma 3.4.6 For all N > p+1 and u € Z4, let us set

* m
LN = Jhax |R(5 Now )] (3.4.19)

Then one has, when N 1is big enough

i n =0(NT07?). (3.4.20)
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Proof of Lemma 3.4.6: We will only show that the lemma holds in the case where
u = 0, since it can be proved similarly in the case where u > 1. First observe that,
by using the triangle inequality, one has that, for all integer 0 < m < p + 1, all
s,s €[0,1/N] and k,l € {0,...,p},

m , k=1, _m oo k=1 2p+2

— — — | < = — < . 3.4.21

‘N—&-s s + N‘_N—Hs s+ N S n ( )
Moreover, the assumption 7(z) = o(|z|*®) implies that, there is a sequence

{en}N>pt1 of positive real-numbers converging to 0, such that for all real num-
ber x satisfying |z| < (2p + 2)/N < 2, one has

|r(z)] < enlaz]®. (3.4.22)
It follows from (3.4.5), (3.4.21) and (3.4.22) that

»3(% N.0.1)|

Z akal// +s—s +kNl)dsds'

0<k,l<p

k;_l S
<€NZ \akaz\// —i—\s |+|N|) *dsds’

0<k,l<p
= ceyN 5072, (3.4.23)

where ¢ > 0 is a constant only depending on a. O

Lemma 3.4.7 For all N > p+ 1, there is a constant ¢ > 0, only depending on a,
r and d, such that one has for each m € {p+2,...,N —p—1},

R (5

~ V-2, r)| < eNTY 2 (m —p—1)"74 (3.4.24)

Proof of Lemma 3.4.7: First observe that, in view of Assumption (Al), r is
g-times continuously differentiable on the interval [m/N — (p + 1)/N,m/N + (p +
1)/N] C [1/N,1]. Therefore we are allowed to use Lemma 3.4.3 and we obtain that,

R(%,N, 2d,7) = N*QR(%,N, 2d + q,r@). (3.4.25)

Moreover (3.4.6) implies that,

m @ 2d+q 2d+q 1
R(N’N’Qd””" ) = D walk // 2d+q—1)

(@) (% +s—5+ (k—Nl)n) dnds’ ds.

(3.4.26)
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Then, it follows from (3.4.26), the triangle inequality, (3.2.3) and the inequality
w—q < —1/2 <0 that

RO Nour @) < e 3 ok~ 1P

0<k,I<p
| L T
(2d+q— 1) g
< NI (g — p — 1)¥7Y, (3.4.27)

where ¢; > 0 is the constant ¢ in (3.2.3) and ¢z > 0 is a constant only depending
on a, r and d. Finally, putting together (3.4.25), (3.4.26) and (3.4.27) we get the
lemma. O

Let us now recall a useful result concerning centered, 2-D, Gaussian random
vectors whose proof is given in Appendix (see the proof of Lemma 5.3.4).

Lemma 3.4.8 Let (Z,Z') be a centered, 2-D, Gaussian random vector and let us
assume that the variances of Z and Z' are equal to v. Then

E (22 - v)(Z2"? —v)) = 2(Cou(Z, Z"))*. (3.4.28)

Now we are in position to prove Proposition 3.4.1.

Proof of Proposition 3.4.1: First observe that it follows from (3.4.7) and
(3.4.11) that for all integers N > p+ 1 and 4,5 € {0,...,N —p — 1}, one has
(i

N

E(AuXiNAXjN) = —N*~ Qd( R(‘ ~ J| N, 2d, |- ) + R( ,N,2d,r)>.

(3.4.29)
Taking ¢ = j in (3.4.29) and using (3.4.1), we get
o2y = Var(A,X; n) = —N?72*(cR(0, N,2d, | - |*°) + R(0,N,2d,7)).  (3.4.30)

Then (3.4.2) results from (3.4.30), Lemma 3.4.4, (3.2.4), (3.2.8) and Lemma 3.4.6.
Let us now prove that Relation (3.4.3) holds. We denote by pn(]i — j|) the
correlation coefficient between AQYL N and AaYﬁ N, i.e.

. . E Aayi A‘IY-
a,N
One has,
N—p—l Y. 2
PR ( (A?Z,N) )
-0 a,N
N—p—1
(AXiN)
= Var( Z ( U2NN _1))
) N—p-1 N—P—lE <((AQX1~7N)2 _ 1)((AayjaN>2 — 1))
i=0  j=0 %o i

(3.4.32)

http://doc.univ-lille1.fr



Thése de Qidi Peng, Lille 1, 2011

3.4. Proof of the main results 23

Then, it follows from (3.4.32), Lemma 3.4.8 and (3.4.31), that
Svo= 2 ) px(li = jI)
= 2 (N —p—1[iDpx(li])- (3.4.33)

From now on we split 3?\, into two parts according to the values of j:

sy = Fx + G, (3.4.34)
where
Fy=2 Y (N—p—|iDe(i]). (3.4.35)
lil<p+1
and
Gv=2 > (N-p—lihok(lil). (3.4.36)

p+2<[j|I<N—p—1

It remains to show that there exist non-vanishing constants c¢; and ¢y, such that
Fy =c1N +o(N), (3.4.37)

and
GN = caN + o(N). (3.4.38)

By using (3.4.29) and Lemma 3.4.4, one gets

CR(|]|7 17 2d7 ‘ : |SO) + N2+SOR(|j|/N> Na 2d,7“)
cR(0,1,2d, |- [*) + NZF0R(0, N, 2d, )

pn(l5]) = (3.4.39)

Thanks to Lemma 3.4.6, the two terms N2T0R(|j|/N, N, 2d,r) (for |j| < p+1) and
N2 R(0, N,2d,r) converge to 0. This fact together with (3.4.39) implies

Vi i ) ~ OO oo

where for all 0 < |j| <p+1,

R(’]’v 172d7 | i ‘SO)
R(0,1,2d,] - [%0)

C(l4]) =

Then, by using (3.4.35) and (3.4.40), one obtains that

Fn =23 1< (CUDEN - =23, + 15DC U5
N B N
23 j1<pr1 (N =2 =131 (X (13]) = (C(131))?)
* N
— 0,
N—+o00
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which proves that (3.4.37) holds; observe that (3.2.8) implies that

€1 =2 Z C(l5))?

l7]<p+1

Let us now prove that (3.4.38) is satisfied. For the sake of simplicity, from now
on, for all [j| e {p+2,...,N —p— 1}, we set

L(lj1) = R(lj],1,2d, (-)*). (3.4.41)

First, we will show that there is a non-vanishing constant cs such that

‘p?v(ljl) - 63L2(|j|)’ ~— 0 (3.4.42)
—+00
p2<|j|<N—p-1

By using (3.4.31), (3.4.29) and the fact that for |j| > p + 1, one has,

_ N2-2d
pn(15]) = (];\;7( R(’]{] N, 2d, (-)* )+R(|‘7| N, 2d,r)). (3.4.43)

a,N
It follows from (3.4.43), (3.2.4), (3.4.12) and (3.4.41) that,

' N— 2H N272d ‘]‘
pn (1) = —eL (i) — 5 R(N

N, 2d,r). (3.4.44)
a,N Ua,N

Let ¢; > 0 be the constant introduced in (3.4.2), then by using (3.4.2), the following
relation holds:

c . N7 .
(—) L)) = eL(|j))—5— + cL(|j) M (N), (3.4.45)
€1 a,N
where
1 N2H g2, —cN2H
M(N)= — -~ =ZaN 2 — o(1). (3.4.46)
€1 Ua,N Claa,N

By using the inequality |22 — 2| = |(z + y)? — 2(z + v)y| < (x + y)* + 2|(z + v)y|
for all real numbers x and y, (3.4.44) and (3.4.45), one gets

D = (L@ < Low(iD + (LGOI +2]ow(171) + () LD () L)
2—2d
= [T G2 —enihmn|
N2 il
+2‘ R( ,N,2d,r) — cL(|j|)M H L(|5]) ’

N’
(3.4.47)
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It follows from (3.4.47), (3.4.2), (3.2.4), Lemma 3.4.7 and Lemma 3.4.5 that there

exists a constant ¢4 > 0, non depending on j and IV, such that,

ol = () 2%)]
< ea (V0] = p = 1" + [MN)|(j] = p— 1))
FNOT (] = p = 1) M) = p = D) (] - p— 1))

< 2¢4 (NQ(SO*W)(|j| —p— 1)2(10*(1) + (M(N))2(|j| —p— 1)2(507q)

2

(VO [M(N)|) (5] = p = 1) 02).
(3.4.48)

Next, setting c3 = ¢%/c2, it follows from (3.4.48), (3.4.46) and the inequalities sy —
w<0,s0—qg<—1/2, w—q< —1/2, that (3.4.42) is satisfied.

Now we are in position to show that (3.4.38) holds. On one hand, (3.4.43) and
(3.4.42) imply

‘GN — 203 Zp+2§\j\§N—p—1(N —-—pP— |j|)L2(|j|)‘
N

(N=p=1j)| 5 . .
<2 Y SRR ) - e ()
p+2<[j|I<N—p—1

<4 > P34 (3) — esL2(|3))]
p+2<|j|<N—p—1

— 0. (3.4.49)
N—+o0

On the other hand, standard computations allow to show that the sequence

<Zp+2<j|<N—p—1(N e |J|)L2(|J|)>
N N>p+1

is increasing and bounded. Therefore this sequence converges to finite positive limit
denoted by cs. Then setting co = 2c3cs, (3.4.49) implies that (3.4.38) is satisfied.
Finally, (3.4.3) results from (3.4.34), (3.4.37) and (3.4.38). O

The previous proposition will play a crucial role in the proof of Theorem 3.2.1;
the proof of this theorem will also make use of the following lemma, which, roughly
speaking, means that, almost surely, the generalized quadratic variation Vi behaves
like cN'72H when N goes to infinity.

Lemma 3.4.9 There exists a constant ¢ > 0 such that

VN a.s.

Wy = —
CleQH N—+o00

0.

Lemma 3.4.9 is a straightforward consequence of (3.4.2) and the following result.
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Lemma 3.4.10 The generalized quadratic variation Vi satisfies

VN 1 a.s. 0
2 - )
NUa,N N—+00

where o4 N has been defined in (3.4.1).

Proof of Lemma 3.4.10: First, notice that, similarly to the end of the proof of
Proposition 2 in [16], we can show that

N—-p—1

E ( Z (AuX;N)?— (N —p)o'g’N)4 < <Var<
=0

where ¢ is constant. On the other hand, it follows from (3.4.3) that,

N—-p—1

AX, (34
> (AuXin) )> (3.4.50)

N—-p—1
Var< (AQE,N)Q) — %ol . (3.4.51)
=0

Then, by using (3.4.50) and (3.4.51), we get
N—-—p—1

4
( 3 (AXin) —(N—p)ai]v) < ersod v, (3.4.52)
1=0

Next combining Markov inequality with (3.4.52) and (3.4.2), we obtain that, there
exists a constant ca > 0 such that for all real n > 0 and integer N > p + 1, one has

A aXi
(B >
p)aa,N
N—p—1 4
<S((N=p)o2 ) E (Y (AuXin)? = (N = p)oty)
=0
<en IN72 (3.4.53)

Next, in view of (3.4.53), applying Borel-Cantelli Lemma we get that

Zij\iiopil(Aayi,N)Q a.s

1. 3.4.54
(N —p)UgN N——+oo ( )

Finally (3.2.10) and (3.4.54) imply that the lemma holds. O

Now, we are in position to prove Theorem 3.2.1.
PrOOF OF THEOREM 3.2.1: Let ¢; = ¢ and W)y be respectively the constant and
the random variable which have been introduced in Lemma 3.4.9. Therefore, one

has
VN = C1N1_2H(WN +1).
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Thus, it follows from (3.2.9) that

Ay = %(1 + logy <“/;]jv)>
1-2H
- é(l + logs (CIE;]]\\;)1—2I§?%;-|1-)1)))

1
= H+ §(log2(WN + 1) — logy(Wan + 1))
Finally applying Lemma 3.4.9 one obtains the theorem.O

From now on, our goal will be to show that Theorem 3.2.2 holds. The proof of
this theorem mainly relies on the following lemma, which, roughly speaking, means
that a Central Limit Theorem holds for the generalized quadratic variation V.

Lemma 3.4.11 For any N > p+1 let us set,

7% = Var Zi]i_Op_l(AayiaN)z _ 3?\/
v ( (N = p)(0an)? )‘ ' (3.4.55)

Then, there is a constant ¢ > 0 such that one has
v = eN7Y2 4 o(N7Y?), (3.4.56)

Moreover,

1(Zﬁop1<Aaxi,N>2_1> 4 N0.1),

—_—
TN (N — P)Ug,N

(3.4.57)
N—+o00
The proof of Lemma 3.4.11 mainly relies on the following two lemmas.

Lemma 3.4.12 (Csorgo and Révész [27]) Consider the sequence of random
variables {SN}N>p+1 defined by Sy = Z;Y:—()p—l )‘j,N(ff?,N — 1), where for al-
IN >p+1, {ejn}j=0,. . N—p-1 is a finite sequence of i.i.d. standard Gaussian

random variables and {\j N}j=o,. N—p—1 @ finite sequence of positive real numbers.
Let Ay = max;—g,.. N—p—1 Aj,N, if AN = 0((Var(SN))1/2), then

SN d
(VGT(SN))1/2 N—+oc0 N(O’ 1)

This lemma is in fact a consequence of Lindeberg-Féller Central Limit Theorem.

Lemma 3.4.13 (Luenberger [46], Ch. 6.2, P. 194) For all integer n > 1, let
C = (Cij)nxn be a symmetric positive definite matriz and let X be its largest eigen-

value. Then one has,
n

A < max Z ‘CZJ‘
1<i<n < 1
j:
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Proof of Lemma 3.4.11: First observe that (3.4.56) easily follows from (3.4.3)
and the second equality in (3.4.55). From now on our goal will be to show that
(3.4.57) holds. Let M = (Mj)(N_p)X(N_p) be the covariance matrix of the centered
Gaussian vector {A,X; n}i=o0,.. N—p—1, L.€.

Mij =E (A Xi NAK N)- (3.4.58)

Denote by {Xi,N}i:O,...,N—p—l the finite sequence of the eigenvalues of M. Then, let
P be the orthogonal matrix such that

D := Diag(Ain) = P'MP. (3.4.59)

For every i € {0,...,N —p — 1}, we set

N—p—1
ein = (Ain) 2 PriNa Xk N- (3.4.60)
k=0

Observe that the ¢; v, i = 0,...,N — p — 1, are standard independent Gaussian
random variables. By using the fact that P is an orthogonal matrix, as well as the
fact that Tr(M) = SN P71 X; v, one has,

N—p—1 N—p—1
—(N=ploan= >, din(Eiy—1) (3.4.61)
i=0 i=0

and, as a consequence,

—p— - N—-p—1
Yo (AXin)? 2
SN = 1= 2 — 1= Ai,N(ez’ N — 1)7 (3462)
(N —p)azy ; 7
where
AN = A7N2 (3.4.63)
(N_p)aa,N

Moreover, it follows from Lemma 3.4.13, (7.1.5) and (3.4.29) that,

N—p—1
= / < ’ R
A o<y X, AN S X kz_o M (3.4.64)
& k\ k:|
0<%, 2 11 2d,7)]),

where ¢; > 0 is a constant non depending on ¢, kK and N. Let us now derive a conve-
nient upper bound for the latter maximum . On one hand, combining Lemma 3.4.4
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with Lemma 3.4.5 and the inequality sy < w, one gets,

N—p—1 ‘Z k‘| N—p—1
— s —s0—2 s
og?ﬁfp_l E_: ‘R( N NV, 2d, | - | 0) s 2N g—:o ’R(m’ 1,2d,|-| 0)
N—p—1
< oNTS2 <C2 +c3 Z (m—p— 1)So_q>
m=p—+2
N—p—1
< NS (mopo 1),
m=p-+2
(3.4.65)
where co = (p + 1) maxo<m<p+1 ‘R(m,l,Qd,| . \30)‘ and c3, ¢4 are two positive
constants non depending on N. On the other hand, Lemma 3.4.6 and Lemma 3.4.7
imply that
N—-p—1 |7, o k| N—-p—1 m
Jmax > ‘R( N, 2d, r)) <2y ‘R(N,N, 2, 7’)‘
k=0 m=0
N—-p—1
< N—s0—2 <C5 + cg Z (m—p— 1)w_q>
m=p+2
N—-p—1
< N2 Z (m—p—1)“"9,
m=p+2

(3.4.66)

where ¢5 = (p + 1) Supy>, 41 N80+2T§d N < oo and cg, c7 are two positive constants
non depending on N. Next, putting together (3.4.64), (3.4.65), (3.4.66), (3.2.4) and
the fact that Y% P75 (m —p — 1)*~% = O(log(N) + N'+*~9) one obtains that,

m=p+2
Ay = O(log(N)N72H 4 Nltw—a=2H) (3.4.67)
Next it follows from (3.4.63), (3.4.2), (3.4.67) and the inequality w —q < —1/2, that
AN = oo X Ajn = o(NY/2), (3.4.68)
Thus, combining (3.4.56) with (3.4.68) one obtains that,
AN = o(Tn). (3.4.69)

Finally, in view of (3.4.62), the first equality in (3.4.55) and (3.4.69), we are allowed
to apply Lemma 3.4.12 to the sequence {Sn}n>p+1, and thus we obtain (3.4.57).
O

Lemma 3.4.14 Let Viy be the generalized quadratic variation defined in (3.2.10)
and let T be the quantity defined in (3.4.55). Then, under the additional assumption
(8.2.11), there is ¢ > 0 a constant non depending on N, such that

i( Viy 1) 4, N(0,1). (3.4.70)

TN \cN172H N—+00
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The proof of Lemma 3.4.14 mainly relies on Lemma 3.4.11 as well as on the following
classical lemma.

Lemma 3.4.15 Let (Zy) be a sequence of random variables which converges in
distribution to a standard Gaussian random variable. Let (an) and (by) be two
arbitrary sequences of real numbers satisfying lmy 100 any = 1 and limy_ 400 by =
0. Then, the sequence of random variables (anyZn + by) converges in distribution
to a standard Gaussian random variable.

Proof of Lemma 3.4.14: First observe that a careful inspection of the proof
of Relation (3.4.2) shows that under the additional assumption (3.2.11), there is a
constant ¢; > 0, non depending on N, such that one has

02,N — o N2H o(N_QH_lﬂ).
Therefore, there exists a constant ¢ > 0, such that one has
(N = p)o2 = eN'2H 4 o(NV/2721),
and, as a consequence,

(v _p)UZN —
aN = i = L o(N V), (3.4.71)

Next, let us set,

! W _ 1). (3.4.72)

gom LV
N (N—p)ffﬁ,N

It follows from (3.4.71) and (3.4.72) that

1 VN
— == — 1) =anZ 4.
— (CNl_QH aNZn + bn, (3.4.73)
where
by =715 (an — 1). (3.4.74)

Observe that (3.4.56), (3.4.71) and (3.4.74) imply that limy_4+o by = 0. Also,
observe that (3.4.71) entails that limy_, 1o any = 1. Finally, Lemma 3.4.14 results
from (3.2.10), Lemma 3.4.11 and Lemma 3.4.15. O

At last let us give the proof of Theorem 3.2.2.
Proof of Theorem 3.2.2: This Theorem can be obtained by using Lemma 3.4.14,
the 0-method (see for instance Theorem 3.3.11 in [28]) and Relation (3.4.56). O
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CHAPTER 4

Holder regularity and series
representation of a stochastic
volatility model {Z(¢)}¢p 1
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4.4 Simulation of {Z(t)}cj0,1] when {X(t)}+c[0,1) is the mBm . . . 44

4.1 Introduction

In this chapter we consider the class of stochastic volatility models in which the
price process {Z(t)}cjo,1] is defined for each ¢ € [0, 1], as,

Z(t)—/O O(X(s))dW (s), (4.1.1)
where

o {X(5)}se[o,1) is a centered Gaussian process whose trajectories are, with prob-
ability 1, Holder continuous functions of order & > 1/2 i.e. there is a positive
random variable C' such that one has for almost all w and for all s, s2 € [0, 1],

| X (s1,w) — X(sz,w)‘ < C(w)|s1 — s2|*. (4.1.2)

Observe that (4.1.2) holds when {X(s)}c[o,1 is a multifractional Brownian
motion whose functional parameter H(-) is a f-Holder function with values in
(1/2,min{1, 8}) (see [18, 51, 8]). Also, it holds for the stationary increments
processes studied in the previous chapter, when d > 1 or when sy € (1,2).

e & is a deterministic function belonging to C’;Ol(R) (see (5.1.3)), the space of
continuously differentiable functions over the real line with a slow decrease at

infinity as well as their derivatives.
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o {W(s)}sejo1) denotes a standard Brownian motion which is independent on
{X(s)}sep,-

In section 4.2 we show that there exists a modification of {Z(t) };¢[0,1], also denoted
by {Z(t) }se[0,1], whose trajectories belong, with probability 1, to any Holder space
C7(]0,1]) of order v < 1/2; on the other hand, under the assumption that ® vanish-
es only on a Lebesgue negligible set, we show that the pointwise Holder exponent
of {Z(t)}ic(0,1], at any point tg € (0, 1), is almost surely equal to 1/2; observe that
the latter result implies that, with probability 1, the trajectories of {Z(t)};¢[o,1 fail
to belong to C7([0,1]) when v > 1/2. In section 4.3, by using the Haar basis, we
introduce a random series representation of {Z(t) };c[o,1], for which the convergence
holds, almost surely in C7(]0, 1]), for all v < 1/2. Thanks to the latter nice represen-
tation of {Z(t)}c[0,1), We give in section 4.4 an algorithm which allows to simulate
this process.

4.2 Holder regularity of {Z(t)}icjo

Let us first recall the definition of a Holder space of order v € [0, 1].

Definition 4.2.1 For any v € [0,1], the Hélder space C7([0,1]) is defined as the
Banach space of the continuous real valued functions u which satisfy,
|u(ty) — u(tz)]

sup ————— < 4o00.
0<ti<ta<1  |t1 —t2|?

It is equipped with the norm,

t1) —u(t
lulle (o)) = llulle +  sup [u(ts) — ultz)|

, 4.2.1
O<ti<to<1 |t1 —t2|7 ( )

where ||ufloo = supse(o 1 [u(t)]-

Observe that C9(]0,1]) reduces to C([0, 1]) the usual Banach space of real val-
ued continuous functions over [0, 1]. The main goal of this section is to prove the
following two theorems.

Theorem 4.2.1 Let {Z(t)}ejo,1) be the stochastic process defined in (4.1.1), then
there exists a modification of {Z(t)}ejo,1), also denoted by {Z(t)}iejo,1), such that,
with probability 1, for all v < 1/2, the trajectories of {Z(t)}sejo,1) belong to the
Hélder space C7([0,1]).

Recall that when a trajectory ¢ — Y (t,w) of an arbitrary stochastic process
{Y'(t)}1eo,1) 18 a continuous and non-differentiable at a point to € [0,1], then
py (to,w), its pointwise Holder exponent at t, is defined as,

Y (to + h,w) = Y(t
py (to,w) = sup {p €1[0,1] : limsup (fo +h,w) (to,) = 0},
h—0 ’h|p

(4.2.2)
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Theorem 4.2.2 Let {Z(t)}4c(0,1) be the modification of the process {Z(t)}iepo,1) in-
troduced in Theorem 4.2.1 and let pz be the corresponding pointwise Héolder exponent;
then, under the assumption that ® vanishes only on a Lebesque negligible set, one
has for all ty € (0,1),

P(pz(to) =1/2) = 1. (4.2.3)

Observe that a straightforward consequence of Theorem 4.2.1 is that, one has
for all tp € (0,1),
P(pz(to) > 1/2) = 1. (4.2.4)

Therefore, for obtaining Theorem 4.2.2, it is sufficient to prove that Theorem 4.2.1
holds and that one has for all ¢y € (0,1),

P(pz(to) <1/2) =1. (4.2.5)
The proof of Theorem 4.2.1 mainly relies on the following two lemmas.

Lemma 4.2.3 (Kolmogorov, Centsov) (see for instance [43]) Let T > 0 be an

arbitrary and fived real number and {M(t)}icio,r) be a stochastic process verifying:
for all s1,s9 € (0,77,

E|M(s1) — M(s2)|" < c|s1 — 52]1+5,

where ¢, 7,8 > 0 are constants. Then this process has a modification {M(t)}te[o,T}
whose trajectories are with probability 1, v-Holderian functions, for any v € [0, 8/1);
i other words,

T ]

81,82€[O,T] |81 - 82‘7

<—|—oo) =1.

Lemma 4.2.4 Conditional on Gx = 0(X(s),0 < s < 1), {Z(t) }ej0,1) 5 @ centered
Gaussian process and its covariance is given, for all t1,ts € [0,1], by,

min(t1,t2)
B (Z(t1)Z(t2)|Gx) = /0 B(X ()| ds.

Proof of Lemma 4.2.4: This lemma follows from the fact that {X(s)}sep,
is independent on {W(s)}sc(o,1jas well as from the isometry property of Wiener
integral. [J

Now we are in position to prove Theorem 4.2.1.
Proof of Theorem 4.2.1: We can write, for any 7 > 0 and for each ¢1,t2 € (0, 1],

E|Z(h) - Z(t) =E{E (1Z(1) - Z()["IGx) }. (4.2.6)

Then, it follows from (4.2.6), Lemma 4.2.4 and the equivalence of Gaussian moments,
that

E(2(h) - Z(8)]" = B { (E(12(1) - Z()10x)) "}, (42.7)
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where ¢; > 0 is a constant depending only on 7. Again by using Lemma 4.2.4, we
get

E (|Z(t1) — Z(t2)]*|Gx)
=E (1Z(t1)]*19x) +E (1Z(t2)[*|9x) — 2E (Z(t1) Z(t2)|Gx)

B o, 2, B min(t1,t2) )
_/0 o (X(s))ds—i—/o (X (s)) ds 2/0 (X (s)) ds

max(t1,t2)
= / |B(X (s))|* ds. (4.2.8)

1in(t1 ,tQ)

One sets || X|loo = supsejo,1) [ X (?)[; observe that [|X|oc < 400 almost surely, since
the trajectories of { X (s)}4c[o,1) are continuous with probability 1. As a consequence
(see [44]), for all real p > 0,

E (|| X]2) < +oc. (4.2.9)

One clearly has, for any s € [0, 1],

B(X(s)| <Cri=  sup D) (4.2.10)
xe[_HXHoo:HX”oo]

moreover by using the fact that ® € C’;Ol (R) as well as (4.2.9), one can show that
for all real p > 0,
E(C7) < o0 (4.2.11)

all the moments of the positive random variable C are finite. Therefore, (4.2.8)
yields
E(1Z(t) — Z(t2)*|Gx) < Cilt1 — tal. (4.2.12)

It results from (4.2.7) and (4.2.12) that
E|Z(t1) — Z(t2)|” < c1 (E|C1|7) |t1 — ta] /2. (4.2.13)

Finally, in view of (4.2.13), by using Lemma 4.2.3, in which one takes § = 7/2 — 1
with 7 big enough, we obtain Theorem 4.2.1. [J
To prove that Relation (4.2.5) holds we need the following lemma.

Lemma 4.2.5 Denote by (hy,), an arbitrary sequence of non vanishing real numbers
which converges to 0. For all e > 0 and tg € (0,1), conditional on Gx, the random

variable
Z(tO + hn) — Z(tO)

’hn|1/2+a

has a centered Gaussian distribution whose variance is equal to

o max(to,t0+hn) 9
Il / DX (s))[2 ds;
min(to,to +hn)

moreover the latter variance tends to +oo when h, — 0.
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Proof of Lemma 4.2.5: First it follows from Lemma 4.2.4 and (4.2.8) that, con-
ditional on Gy,

Z(to + hn) — Z(to) i /max(tovto%n) ,
NN 0, hn € (I) X s dS )
RIS (ol ()P ds)

Moreover, the Mean Value Theorem, implies that, that there is §,, € ( min(to, to +
hy), max(to, to + hn)) such that,

maX(to,to+hn) 9 ~ 9
/ B(X(5) ds = [l B(X (3))]%; (4.2.14)
min(to,to+hn)

which in turn entails that

max(t,t+hn) ws.
o / B(X(5)[2 ds —5s |0(X (to)[2. (4.2.15)
min(t,t+hn) n—r+oo

Observe that the fact that X (¢) is non degenerate Gaussian random variable and
the assumption that ® vanishes only on a set of Lebesgue measure zero, imply that,

1D(X (t0))]* > 0,a.s.. (4.2.16)

Finally it follows from (4.2.15) and (4.2.16) that

max(to,to+hn)
|hn|_1_2€/ |B(X(s5))>ds —>— +o0.
min(to,to+hn) n—+00
U
Now, we are in position to prove Relation (4.2.5).
Proof of Relation (4.2.5): our proof is inspired from that of Proposition 2.4 in
[9]. It consists in showing that for all € > 0, there exists a sequence (7)ren of non
vanishing real numbers which converges to 0 and satisfies

‘Z(tO + Tk) - Z(tO)’ a.s.
|7’]€|1/2Jr€ k—+o0

+00. (4.2.17)

To this end, it is sufficient to prove that there exists a sequence (h;), of non van-
ishing real numbers which converges to 0 and satisfies

|hn|1/2+5 P .
|Z(to + hn) — Z(to)| n—too

0. (4.2.18)

Indeed, assuming that (4.2.18) holds, then one can extract from (h,, ), a subsequence
denoted by (7)ken such that one has (4.2.17). Let us now prove (4.2.18). Denote
by (hn)n an arbitrary sequence of non vanishing real numbers which converges to 0
and set

max(to,to+hn)

o (tothns o) = [hal ™ ¥ (12 (to+hn)=Z(t0) | ) = |hn\_1_25/ |B(X (s))[? ds.
min(to,to+hn)
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Observe that in view of Lemma 4.2.5,

o2(to + hn, tg) —=— +o0. (4.2.19)
k—+o00

One has, for all n > 0,

1/24e
P(\Z(t()'fh‘n)—Z(to)\ <u) = IE(]l(hl/2+€< ))

[Z (o +hn)—Z(t0)] ="

= IE(E(]I( | 1/24E ‘gx)>

[Z(to+hn)—Z(to)] ’7

g GUETE )
(4.2.20)

On the other hand Lemma 4.2.5 entails that, a.s.,

400
—:v2/2
IE(]I(|z<t?’+h|7f/)2+zs(to>>1/77 ‘gx \/7/ dx. (4.2.21)

nff(t0+hn to)

Combining (4.2.21) with (4.2.19) one obtains that,

—x2/2 _
E(ﬂ(WZIM))QX oo \/7/ dz = 1. (4.2.22)

Next, in view of (4.2.20) and (4.2.22), by using the dominated convergence theorem,
it follows that (4.2.18) holds. O

4.3 Random series representation of {Z(t)},cp via the
Haar basis

In order to state the main result of this section, we need to introduce some notations.

e We denote by L?([0,1]) the usual Lebesgue Hilbert of the square integrable
real valued deterministic functions over [0, 1].

e The Haar orthonormal basis of L?([0,1]), is the collection of the functions
{cpoyo,z/%k :j€Nand k €{0,...,2 — 1}}7 defined as

0,0 = 1o (4.3.1)

and for all j > 0,0 < k <2/ —1,

Yk = 2j/2(]1[1 2hply — ]1[2k+1 k+1)). (4.3.2)

2J’2J+1
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e We denote by (2, F,P) the underlying probability space, that is the probability
space on which the processes { X (s)}sep0,1, {W(5)}sep,1) and {Z(t) }ic(o,1) are
defined; moreover, for the sake of simplicity, we assume that this space has
been chosen in such a way that, for all w € Q Relation (4.1.2) holds and
Z(-,w) € C7([0,1]) for all v € [0,1/2). Also, we denote by {do0,\jx : j €
Nand k € {0,...,2 — 1}} the sequence of standard independent Gaussian
random variables defined, on this space as,

1
oo = /O 00(s) AW (s) = W (1), (4.3.9)

and for all j € N and all k € {0,...,27 — 1},
1
M= [ ) AW () = <22 (WS — 2W ) + W(50)).
(4.3.4)
Observe that, similarly to Lemma 2 in [8], one can show that there exist
Q* C Q an event of probability 1, and a positive random variable C of finite
moment of any order, such that one has for all w € Q* all j € N and all
ke{0,...,29 —1},
IAjk(w)| < Cr(w)y/1+ 7. (4.3.5)

o {K(t,5)}s)e[0,12 is the stochastic field defined for all (¢, s,w) € [0, 1?2 x Q as,
K (1, 5,0) = B(X(5,0)) L (s); (13.6)

thus, the process {Z(t)}sc(0,1) defined in (4.1.1) can be expressed as,

1
2(t) = / K(t,s)dW (s). (4.3.7)
0
Observe that (4.2.10), (4.1.2) and the fact & € C’;Ol(R), imply that for all
w € Q,
sup  |K(t,s,w)| = sup |®(X(s,w))| < Ci(w) < +o0; (4.3.8)
(t,s)€[0,1]2 s€[0,1]

e We denote by {boo(t)}efo,1) the stochastic process defined for all (¢,w) €
[0,1] x €, as,

1
bO,O(tvw):/O K(t,s,w)po,0(s)ds; (4.3.9)

moreover, for all j € N and k € {0,...,2/ — 1}, we denote by {a;(t)}ep,]
the stochastic process defined for all (¢,w) € [0,1] x Q, as,

1
aLk(t,w):/O K(t,s,w)v;k(s)ds. (4.3.10)
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Observe that it follows from (4.3.9), (4.3.10), (4.3.8), (4.3.1) and (4.3.2), that
for all w € Q and for all ¢1,t5 € [0, 1],

’b0,0(tlaw) - bo’o(tg,w)‘ S 01 (w)|t1 — tQ‘ (4.3.11)
and for all j € N and k € {0,...,27 — 1},

|aji(t1,w) — ajp(ta,w)| < C1(w)27/ %[ty — to. (4.3.12)
Now we are in position to state the main result of this section:

Theorem 4.3.1 Let vy € [0,1/2) be arbitrary and fized. For all J € N and (t,w) €
[0,1] x €2, one sets,

271

Zj(t,w) = boo(tbd(Soo —i-zzajktw ]k w). (4.3.13)
7=0 k=0

In view of (4.3.11) and (4.5.12) the trajectories of the process {Z;(t)}ic(o1) belong
to the Hélder space CV([0,1]) since they are in fact Lipschitz functions; moreover,
there exist 25 an event of probability 1 and a positive random variable D of finite
moment of any order, such that one has for all w € Q5 and J € N,

1Z(w) = Zs ()| ooy S Dlw)2m7mn/2mrem /D T4, (4.3.14)
where || - [|cv(o,1)) 8 the usual norm on C7([0,1]) (see Definition 4.2.1) and where

a has been introduced in (4.1.2).

In order to prove the latter theorem we need two lemmas. The following lemma is
a weak version of Theorem 4.3.1.

Lemma 4.3.2 We use the same notations as in Theorem 4.3.1. Let t € [0,1] be
arbitrary and fized. When J goes to +00, the random variable Z j(t) converge to the
random variable Z(t) in the Hilbert space L*(Q2), namely, one has,

JETOOE(\ZJ@) - Z@®)*) =0. (4.3.15)

As a straightforward consequence, there exist ] ; C Q" an event of probability 1 and
a subsequence n v Jy, (a priori depending on t) such that for all w € 0] 4, one has,

lim Z; (t,w) = Z(t,w). (4.3.16)

n—-+0o

Proof of Lemma 4.3.2: Let K be as in (4.3.6). Observe that in view of (4.3.8),
for all fixed (t,w) € [0,1] x Q, the function K(¢,-,w) : s — K(t,s,w) belongs to
L?([0,1]; ds). By expanding the latter function in the Haar basis, one obtains that,

+o00 27 —1

K(t,-,w) = boo(t,w)eo0(-) + > > ajr(t,w)x(), (4.3.17)

=0 k=0
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where bgo(t,w) and a;x(t,w) have been defined respectively in (4.3.9) and (4.3.10).
A priori the series in (4.3.17) is convergent in the L2([0, 1]; ds) norm, namely,

J 271

lim / ‘K (t,s,w)—boo(t,w)poo(s) Z Z aji(t,w)v; k(s )‘ ds =0. (4.3.18)

J—=+
° =0 k=0

Let us show that it is also convergent in the LQ([O, 1] x Q; ds® IP’), that is,

J 271
lim FE / ‘K t 8 - bo 0( )5000 Z Z CL]Jc 1[)]k ‘ ds | =0. (4.3.19)
J——+o0 20 k=0

To derive (4.3.19), we will use the dominated convergence theorem. It follows from
Parseval formula and from (4.3.8) that for all J € N,

J 27-1 1
/ ‘Kt s) — bo,0(t)po,0(s ZZQL t);k(s) dsg/ }K(t,s)|2d3§012
=0 k= 0

(4.3.20)
Next, in view of (4.3.18), (4.3.8) and E(C?) < +oo we are allowed to use the
dominated convergence theorem and thus we obtain (4.3.19). Finally, it follows
from the latter relation, the isometry property of the stochastic integral in (4.3.7),
(4.3.3), (4.3.4) and (4.3.13), that (4.3.15) holds. O

The following lemma provides sharp estimates for a; j(t).

Lemma 4.3.3 There is a positive random variable A of finite moment of any order,
such that for allw € Q, t €10,1], j € N and k € {0,...,27 — 1},

(i) whent > (k+1)/27, one has
|aj o (t,w)| < A(w)279(@H1/2), (4.3.21)
where a has been introduced in (4.1.2);
(i) when k/29 <t < (k+1)/27, one has

|aji(t,w)| < A(w)27/2(t — k/27); (4.3.22)

iii) when t < k/27, one has,
(iii)
a;ir(t,w) =20 4.3.23
7,

Proof of Lemma 4.3.3: First observe that (4.3.23) easily results from (4.3.2),
(4.3.6) and (4.3.10). Let us now prove that (4.3.21) holds, so we assume that ¢ >
(k+1)/27. For all (y,w) € [0,1] x Q, we set

xSV (y,w) = /Oy D(X (s,w)) ds. (4.3.24)
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Then, using (4.3.2), (4.3.6), (4.3.10) and (4.3.24), it follows that a;(t,w) can be

expressed as an increment of order 2 of the function 27/2X é_l)(-, w): namely, when

t > (k+1)/27, one has,

aji(t,w) (4.3.25)

; 1,2k +1 1y, k ; —nk+1 2k +1
= 9P (X5 (G oe) = X5V (5r0) — 2P (x5 (5 i)

2j ’w) _X<(I>_1)(

Applying the Mean Value Theorem to the function

k+1
2

1 ,2k+1
v) = X5 (B - y)

y e X5

on the interval [0,27771] it follows from (4.3.25) and (4.3.24), that there exists
z € (0,27771) such that

ajp(t,w) = 279/271 <<I> (X(Qsj%ll - z,w)) - @(X(% — z,w))) . (4.3.26)

Next, applying the Mean Value Theorem to the function x + ®(z), on the compact

interval whose endpoints are X(é’ji’ll — z,w) and X(% — z,w), one obtains, in
view of (4.3.26), that,

; 2k +1 kE+1
|aj it w)| < Caw)279/271 X( 2;1 —z,w)—X( ;; —z,w) . (4.3.27)

where

Co(w) == sup{‘@’(x)‘ Ca| < HXHOO(W)}.

Observe that (4.2.9) and the fact that ¢ € C;Ol (R), imply that the positive random
variable C is of finite moment of any order. Next, combining (4.3.27) with (4.1.2),
one gets (4.3.21). Let us now show that (4.3.22) holds. It follows from (4.3.2),
(4.3.6) and (4.3.10) that

t

|ajk(t,w)| < W/ |2(X(5))] ds < Cy(w)27/%(t — k/27),
k)2

where the random variable C has been defined in (4.2.10); thus we obtain (4.3.22).

U

Lemma 4.3.4 Let § be an arbitrary fixed strictly positive real number. There is a
constant ¢ > 0, only depending on §, such that for all x,y € (0,1], satisfying x <y,

2 /1 +1ogy(271) < ey’ /1 +logy(y~)
Proof of Lemma 4.3.4: The derivative over (0, 1] of the (strictly) positive function

s+ 89 \/1+logy(s~1) equals to

-1 1_logs —1/2 5_510g5_ 1 .
log 2 logs 2log?2

one has
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Therefore there exists 55 € (0, 1] such that the function s ~ 5% y/1 + logy(s~1) is

increasing on (0,55] and decreasing on [s5 1]. Thus, setting

maX,e (o,1] {55 1+ logQ(sfl)}
mingeps, 1) {52 /1 + 10g2(571)}’

C =

one obtains the lemma. [J

Now we are in position to prove Theorem 4.3.1.
Proof of Theorem 4.3.1: First notice that it is sufficient to show that for all
w € QF (recall that Q* is the event of probability 1 on which (4.3.5) is satisfied),
J € N and @ € N one has,

HZJ+Q(.,w)—ZJ(.,M)HCW([OJDgD(w)szmm(l/?*W*l/?) VI+J.  (4.3.28)

Indeed, (4.3.28) implies that (ZJ(',CL)))JeN

C7([0,1]) and, as consequence, it converges to some limit denoted by Z(-,w) in this

is a Cauchy sequence in the Banach

space. Next let (25 be the event of probability 1 defined as

G= ] %,
q€[0,1]NQ
where Qf  is the event 0, introduced in Lemma 4.3.2 when ¢ = ¢. Thus it follows

from the latter lemma, that for each w € €, one has Z(-,w) = Z(-,w). Then,
letting in (4.3.28) @ goes to 400, one gets (4.3.14).

From now on, our goal will be to show that (4.3.28) holds. To this end, in view
of (4.2.1), it is sufficient to prove that there exist two positive random variables D

and Do such that, one has for all w € Q*, J € N and Q € N\ {0},

sup | Z11q(t1,w) — Zj(t1,w) — Zyiq(ta,w) + Z;(t,w)|
0<ty<ta<1 t1 — 2|7 (4.3.29)
< Dl(w)Q—Jmin(l/2—7,a—1/2) \/m

and

sup. | Z 110t w) — Zy(t,w)| < Dy(w)2™/min(/2=0e=/2) /T 7 (4.3.30)
<t<

We will only show that (4.3.29) is satisfied, since (4.3.30) can be obtained in the
same way. Let t; < ty be two arbitrary and fixed real numbers belonging to the
interval [0, 1]. Observe that in view of (4.3.13), one has

|Zrsq(ti,w) = Zs(t,w) — Zysq(ta,w) + Zs(ta,w)]
J+Q 27-1

= 3D (aklt1,w) = ailta ) Aja(w)|

j=J+1 k=0
+oo  20—-1

<> ‘ > (agulti,w) - aj,k(t27w))/\j,k(w)‘- (4.3.31)
k=0

j=J+1 k=
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Let us give appropriate bounds for

2711

_‘Z ajktla

and derive form them (4.3.29). We denote by jo € N the unique integer such that

t17t27

— 3(t2,0) Aj ()| (4.3.32)

2707 |ty —ty] <270, (4.3.33)

Also for all ¢ € [0,1] and j € N, we denote by k(j,t) the unique integer belonging

to {0,...,27 — 1} such that
k(J, 1) k(j,t) +1
St < (4.3.34)
with the convention that
k(j,1) =27 — 1. (4.3.35)
Observe that when ¢ € [0, 1),
k(j,t) = [27t], (4.3.36)

[-] being the integer part function. Also, observe that (4.3.32), (4.3.23) and (4.3.25)
imply that

(4.3.37)

Let us now study two cases j < jo and j > jo. First assume that j < jo, then (4.3.33)
implies that 277 > [t; — t5| and, as a consequence that k(j, t2) € {k(j,t1), k(j, t1) +
1}. When, k(j,t2) = k(j,t1), it follows from (4.3.37) and (4.3.5) and (4.3.12) that

Uj(th, ta,w) N igien @)

|05 1) (15 90) = @5y (t2, @

< Gi(w)|t — 12]2972 /147,

where G (w) := C.(w)Cy(w). When, k(j,t2) = k(j,t1)+1, putting together (4.3.37),

(4.3.5), (4.3.12), (4.3.22) and the fact that (k(j,t;) +1)/27 € [t1,t3], one obtains
that,

U'(t17t27 )

< }a]k Jtl)(tlvw) - aj,l}(j,t1)(t2’w)")‘j,fc(jn ‘ + ’“;k (Gyt1)+1 (t2,w HAJ EGt1) +1( )|

< Gi(w)|t1 — 12|27 /1 + j + Ga(w)
< Ga(w)|t — 2|29/ /1 + 5,
where Ga(w) := A(w)Ci(w) and G3(w) = G1(w) + G2(w).

that there is a positive random variable G4, non depending on +, jo, t; and ts, such
that for all j < jo, one has,

U, t17t2>w _ i .
‘Jt(l—tQ"Y) S G4((U)|t1 — tQ‘l 72‘7/2 \ 1 +]

1)/29)[t1 — 2272 \/1 4 j

(tZ - (k(jvtl)

Thus, we have shown
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Therefore, in view of (4.3.33), for each integer J satisfying 0 < J < jp, one has,

& Uj(tht?vw) 1— & j/2 .
Z 7‘15 t2|’7 §G4(w)|t1 —t2’ v Z 27 \/14‘]
1 —

j=J+1 j=J+1
<V2(V2 = 1) Gulw)t — a7 2002 /T 1 g

<V2(V2 = 1) Galw)lt — o] /27 T+ Togy(Jtr — ta] ).
(4.3.38)

Next, it follows from (4.3.38), the inequality 277 > 2770 > |t; — #5] (see (4.3.33))
and Lemma 4.3.4 (in which one takes § = 1/2 — v, z = |[t; — to] and y = 277), that

1 Ui(ty, ta, w)
Z 2t 12,%) G5(W)2_J(1/2_7)\/ﬁa (4.3.39)

j=J+1 [t1 —t2]

where

Gs(w) == ev2(V2 —1) "' Ga(w),

¢ being the constant introduced in Lemma 4.3.4. Let us now study the case where
Jj > jo. Observe that in this case, in view of Relations (4.3.33) and (4.3.34), one
necessarily has k(j,t1) < k(j,t2) and

20|ty — to] > 1. (4.3.40)
Also observe that, using (4.3.35), (4.3.36) and (4.3.40), one obtain that
k(j, ta) — k(j, t1) < 2tg — 27t + 1 < 27H 1 — ty]. (4.3.41)

It follows from (4.3.32), (4.3.25), (4.3.34), Lemma 4.3.3, (4.3.41), (4.3.5) and
(4.3.12), that

k(j,t2)—1
Uj(t17t27w) < ‘aj7];(j7t1)(t17w)")‘j7]~g(j7tl)(w)| + Z ‘aj,k(tQaw)HAj,k(w)}
kZIE(j,tl)

+ 105 70 (29[ A 7 ) (@)

< 2Gy(w) (2792 T4 + [t = 1] 2790712\ /T57).

Thus (4.3.42) and (4.3.33) imply that for all j > jo, one has,

(4.3.42)

Uj(tl,tg,w)
[t —ta]7 T

2Gs (w) (2—3'(1/2—7) 5+ [t — to"7 27912 /T j)

Gg(w)2 7 min(1/2=va=1/2) /15 (4.3.43)

IN
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where Gg(w) := 4G2(w). Next, observe that one has for J € N,

+o0o
Z 2—j min(1/2—v,a—1/2) m

j=J+1
(1/ 2 T NN g (—dymin(1/ j2) [1+7
—_ 2—Jmin 1/2—v,a—1/2 1 2= Jj—J)min(1/2—vy,a—1/2
72 1+J
j=J+1
< 27/ min(1/2=y,0=1/2) (/T T (4.3.44)

where the constant ¢; := Z;;OS’ 9~ tmin(1/2=v,0=1/2) \/T '] < 400. Thus combining
(4.3.43) with (4.3.44), it follows that for all J > jp, one has,

—+00

S (M < Ga(w)2~/ min(/2ra1/2) T T, (4.3.45)
. 1 — 02
j=J+1

where G7(w) := ¢1Gg(w). Let now set now show that, for all J € N, one has,

—+o00

Z UM < Dl(w)sznlin(l/Qf'y,afl/Z) \/ﬁ, (4346)
. 1= L2
j=J+1

where D (w) := (14 ¢)G7(w) + G5(w), ¢ is the constant introduced in Lemma 4.3.4
and Gs(w) has been introduced in (4.3.39). It is clear that (4.3.45) implies that
(4.3.46) holds when J > jg, so from now on, we assume that jo > 1 and that J is
an arbitrary nonnegative integer satisfying J < jo. It follows from (4.3.45) that

+oo

Z Uj(tlat27w) SG7(w)2—jon1in(1/2—’y,o¢—1/2) m

e =l

Then using Lemma 4.3.4 (in which one takes § = min(1/2 — v, — 1/2), x = 2770
and y = 277), one obtains that

= U'(tl t2 w) i

D T S (g e T (4.3.47)
.= 1 — 02
Jj=jo+1

Next combining (4.3.47) with (4.3.39), it follows that (4.3.46) holds in the case where
J < jo. Finally (4.3.31), (4.3.32) and (4.3.46) imply that (4.3.29) is satisfied. OJ

4.4 Simulation of {Z()}cjo1) when {X(t)}c(o,1) is the mB-
m

Our algorithm for simulating {Z(t)}4c[p,1) mainly relies on Theorem 4.3.1 which
allows to approximate {Z(t)}c0,1), for J large enough, by the process {Z;(t)}icp0,1
defined in (4.3.13) as a finite of sum. First we will give an expression for the latter
process which makes it rather easy to simulate, to this end, we need to introduce
some notations.

© 2011 Tous droits réservés.
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e For all fixed integers J > 0 and [ € {0,...,27 —1}, the function @ is defined
as,
0= 2J/2]1[L Ly (4.4.1)

2J 7 2J

e For all fixed integer J > 0, we denote by {(SL],l :1eAo,..., 27 — 1}} the finite
sequence of independent standard Gaussian random variables defined as,

l+1 l))

1
Oy = /0 p(s) AW (s) = 27/ (W(QT) - W(27 (4.4.2)

e For all fixed integers J € N and [ € {0,..., p - 1}, the stochastic process
{b71(t) }iep0,1 is defined for all (t,w) € [0,1] x €, as,

1
bJJ(t,w):/O K(t,s,w)ps(s)ds, (4.4.3)

where K (t, s,w) has been introduced in (4.3.6)

The following proposition provides a nice expression for the process {Z;(t)}+c[,1) in
Theorem 4.3.1.

Proposition 4.4.1 For all fized integer J > 0, let {Z;(t)}1e0,1) be the stochastic
process introduced in (4.3.18). Then one has for all t € [0,1], almost surely,

271

Zi(t) =Y bru(t)os. (4.4.4)
1=0

Observe that, Relation (4.4.4), also holds almost surely for all J € N
and t € [0,1], since the trajectories of the processes {Z;(t)}c0,1) and

{212:5 Yo s(t)0 JJ} o are with probability 1, continuous functions.
te

)

Proof of Proposition 4.4.1: The proof mainly relies on the notion of multireso-
lution analysis (see e.g. [49, 29, 60]). Let V; be the finite dimensional subspace of
the Hilbert space L?([0,1]) defined as,

V= Span{gpgp, Vi j€40,...,J} and k € {0,...,27 — 1}}
Relation (4.3.17) implies that for every fixed (¢,w) € [0,1] x ©, the function

J 29-1

Kyt w) o= boo(t,w)poo() + ¥ D ajrlt,w)r(-), (4.4.5)

j=0 k=0

can be viewed as the orthogonal projection of K (t,-,w) on the space V. On the
other hand, it is known that (see e.g. [49, 29, 60]),

{SDJ,la le {07 . 'a2J - 1}}5
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is an orthonormal basis of V;. Therefore, one has

271
KJ(ta ',OJ) = Z bJ,l(tvw)SoJ,l(')' (446>
=0

Thus, using the definition of the stochastic integral fol(-) dw, (4.4.5), (4.3.4), (4.4.6)
and (4.4.2), one obtains (4.4.4). O
Now, we are ready to describe the main step of our algorithm for simulating

{Z()}tepo,1)-
Main steps of our algorithm for simulating {Z(?)}c(o,1:
(1) We take J large enough and we simulate the finite sequence
{6j0: 1€ {O,...,2J—l}}
of the standard independent Gaussian random variables defined in (4.4.2).

(2) By using the efficient methods described in [15], we simulate

{X(O),X(Q;J),...,X(QQ;;l)},

where {X (%) };¢[o,1] denotes a multifractional Brownian motion.

(3) Noticing that, for all I € {0,...,27 — 1}, and m € {I +1,...,27}, Relations
(4.4.1), (4.4.3) and (4.3.6) imply that,

1+1
m\ _ou2 [
biu(57) =2 /l $(X(s)) ds,
oJ
we approximate the latter integral, by the Riemann sum
m 271 I q
o (MY . 9-3J/2 IR
biu(ny) =2 Z¢<X(2J+22J)>. (4.4.7)
q=0
On the other hand, observe that (4.4.1), (4.4.3) and (4.3.6) entail that for each
m € {0,...,1},
m
ba(57) =0
(4) Thus, in view of (4.4.4), for all m € {1,...,27}, we approximate ZJ(%) by
m T o m
ZJ(?J) - JJ(?J)(SJJ. (4.4.8)
1=0

Then we simulate
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by using the fact that

At ~ 1
Z1(5) =b0((57) 3o (449)
and the induction relation, for all m € {2,...,27},
5 /m = /m—1 ~ m
2 (27) = ZJ<7> +bJ’m_1<27)5J7m_1. (4.4.10)

Observe that (4.4.9) and (4.4.10) easily result from (4.4.7) and (4.4.8).

(5) Finally, by interpolating the 2/ + 1 points

00 (3 20(2)) s (Bt 2P ) s (120

we obtain a stochastic process {2 J(t)} te[0,1] which, in view of Theorem 4.3.1,

satisfies the following property: for all fixed v € [0, 1/2), there exists a random
variable D’ such that one has, almost surely, for all J € N,

12 = Zsll ooy < D272 VAT,

where || - [[cv([o,1) is the usual norm on the Holder space C7([0, 1]) and where
H, = minggpg 1) H(s), recall that H(-) denotes the functional parameter of the

mBm {X(s)}sep0,1)-

O

To test our algorithm, we have taken H(s) = 0.6 + 0.2s for all s € [0, 1], then
we have simulated the corresponding mBm {X(s)}scjo,1] as well as {Z(t) },(0,1) in
the following two cases:

(1) ®(x) = 0.5+ 0.5z for all real = (see Figure 1 below),
(2) ®(x) = sin(x) for all real x (see Figure 2 below).

Our simulations tend to confirm the fact that the pointwise Holder exponent of
{Z(t)}1c(0,1) does not change from one place to another and is equal to 1/2 (see
Theorem 4.2.2).
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The Hrust functional parameter H(t)=0.6+0.2t
).8 T T T
751 -
17 B
65 B
2.6 B
55 I I I I I I I I I
0.1 0.2 0.3 0.4 0.5 0.6 0.7 0.8 0.9 1
time
The mBm with Hurst functional parameter H(t)=0.6+0.2t
).2

0.1 0.2

0.3 0.4 0.5 0.6 0.7 0.8 0.9 1
time

Figure 1

The trajctory of the MSVM, Phi(s)=0.5+0.5s

0.1 0.2

0.3 0.4 0.5 0.6 0.7 0.8 0.9 1
time
The trajectory of the MSVM, Phi(s)=sin(s)
T T

0.1 0.2

0.3 0.4 0.5 0.6 0.7 0.8 0.9 1
time

Figure 2
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5.1 Introduction

Stochastic volatility models are extensions of the well-known Black and Scholes
model. Hull and White [39] and other authors in mathematical finance (see for
instance [54] and [50]) introduced them in the eighties in order to account the
volatility effects of exogenous arrivals of information. The results of this chapter
are inspired by a work of Gloter and Hoffmann [35, 36] which concerns statistical
inference in a parametric stochastic volatility model driven by a fractional Brownian
motion (fBm for short). Namely, the model considered in 35, 36| can be expressed

Z(t) = 20 + ft o(s)dW(s)
{ o(s) =00+ £(9, Ba(s)), (5.1.1)

as:

where:

e Z(t) denotes logarithm of the price of the underlying asset, the original price
zg is supposed to be deterministic and known.

o {W(s)}sc(o,1) denotes a standard Brownian motion (Bm for short).
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e {0(5)}sep0,1) denotes the volatility process (o is real-valued and known); the
deterministic function x +— ®(6,x), through which it is defined, is known up
to a real-valued parameter 6. For the sake of convenience, one sets for every
r €R,

f(2) := (o0 + ®(0, x))? (5.1.2)

and throughout this chapter one assumes that the function f belongs to
Czol(R). Observe that for every integer [ > 0, C]l)ol(R) denotes the vector
space of [-times continuously differentiable functions over the real line, which
slowly increase at infinity as well as their derivative of any order, more for-

mally,

!
Cly(R) := {h €C'R): I, K>0,VzeR, > M () <c(1+ |x]K)}.
k=0
(5.1.3)

® {Ba(8)}selo,1) denotes a fractional Brownian motion (fBm for short) with
Hurst parameter « (see e.g. [30, 31, 53|), which is assumed to be independent
on the Bm {W(s)}scp,1); one makes the latter independence assumption for
the stochastic integral fg o(s)dW (s) to be well-defined. Note that the idea
of replacing the Bm governing the volatility by a fBm is due to Comte and
Renault (see [24, 25]), who have proposed to do so in order to account some
long memory effects.

In order to clearly explain the main goal of this chapter, we need to briefly
present some of the main results obtained in [35, 36]. In the latter articles, it
is assumed that one observes a discretized trajectory of the process {Z(t)}:e(0,1];
namely the high frequency data Z(j/n), j = 0,...,n. Also, it is assumed that
the fBm B, governing the volatility is hidden; however one knows the value of its
Hurst parameter a, moreover o € (1/2,1). Though, the hypothesis that the Hurst
parameter is known may seem to be restrictive from a practical point of view, it has
already been made by other authors (see for example [59]), in some settings more
or less related to that of the model (5.1.1). Under additional technical assumptions,
we will not give here for the sake of simplicity, Gloter and Hoffmann [35, 36| have
obtained the following results (i) and (i7):

(i) By using the notion of generalized quadratic variation, one can con-
struct estimators of integrated functional of the volatility of the form:
fol f'(Ba(s))*h(0?(s)) ds, where f" is the derivative of f and h € C},(R)
is arbitrary and fixed. Note that the problem of the estimation of such quanti-
ties is of some importance in its own right, since more or less similar integrals
appear in some option pricing formulas (see for instance [39]).

(73) Thanks to the result (i), it is possible to build a minimax optimal estimator of
the unknown parameter 6. Also, it is worth noticing that, it has been shown in
[35, 36] that the minimax rate of convergence for estimating 6, in the setting
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of the model (5.1.1), is not the usual rate n~/2 but the slower rate n~1/(42+2),
which deteriorates when the Hurst parameter « increases; basically, the reason
for this unusual phenomenon is that the volatility is hidden and the Brownian
motion W makes the approximation of the volatility more noisy.

Let us now present the main motivation behind the introduction of multifrac-
tional stochastic volatility models. To this end, first we need to introduce the notion
of pointwise Hélder exponent. Let {X(s)}scjo,1] be a stochastic process whose tra-
jectories are with probability 1, continuous and nowhere differentiable functions
(this is the case of fBm and of multifractional Brownian motion which will soon be
introduced), px (t) the pointwise Hélder exponent of the process { X (s)}sc(0,1) at an
arbitrary time t, is defined as,

px (t) = sup {p €[0,1] : limsup X(t+7) = X(®) = 0}.
70 ’T‘p

The quantity of px(t) provides a measure of {X(s)}e[o,1) roughness (i.e. of the
maximum of the fluctuations amplitudes of {X(s)}sc(0,1]) in a neighborhood of ¢;
the smaller px () is the rougher (i.e. the more fluctuating) is {X(s)}scjo,1) in ¢
neighborhood. In 1] numerical evidences have shown that for a better understand-
ing of stock price dynamics, it is important to analyze volatility local roughness.
With this respect, fractional stochastic volatility model has a serious limitation: its
volatility local roughness cannot evolve over time; more precisely, when ®(0, ) is a
continuously differentiable function with a nowhere vanishing derivative, then one
has, almost surely, at any time ¢, p,(t) = «, where « is the constant Hurst pa-
rameter of the fBm {B4(s)}sc(0,1] and ps(t) the pointwise Holder exponent at ¢, of
the volatility process {o(s)}se(o,1] defined in (5.1.1). The latter limitation is due to
the fact that the local roughness of {Ba(s)}e|o,1) itself cannot change from time to
time, namely one has almost surely, for all ¢, pp, (t) = « (see e.g. [47]). In order
to overcome this drawback, we propose to replace in (5.1.1), the fBm {B4(s)}sejo,1]
by a multifractional Brownian motion (mBm for short), denoted in all the sequel
by {X(s)}se[o,1], which is independent on {W(s)}sc[o1j- Thus, we obtain a new
stochastic volatility model we call multifractional stochastic volatility model. Its
precise definition is the following:

Z(t) =z + [y o(s) AW (s)
{ o(s) =00+ <I?(0,X(s)), (5.1.4)

where 2o, 0o, 0, ®(0,-) and {W(s)}sejo1) satisfy the same assumptions as be-
fore; note that the stochastic integral fg o(s)dW (s) is well-defined since the mBm
{X(s)}sejo,1] is assumed to be independent on the Bm {W(s)}scp,1). In order to
clearly explain the reason why multifractional stochastic volatility model allows to
overcome the limitation of fractional volatility model we have already pointed out,
we need to make some brief recalls concerning mBm. The latter non stationary in-
crements centered Gaussian process was introduced independently in [18] and [51],
in order to avoid some drawbacks coming from the fact that the Hurst parameter
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of fBm cannot evolve with time. The mBm {X(s)}sc[o,1] can be obtained by sub-
stituting to the constant Hurst parameter « in the harmonizable representation of

fBm: "
s _ 1 .
Ba(s):AWdB(g), (5.1.5)

a function H(-) depending continuously on time and with values in (0,1). The
process { X (s)}se[o,1] can therefore be expressed as,

isﬁ -1 R
X(s) = /R\a s dBE). (5.1.6)

Throughout this chapter not only we assume that H(-) is continuous but also that
it is a C?-function; actually we need to impose this condition in order to be able
to estimate the correlations between the generalized increments of local averages of
mBm (see Proposition 5.3.6). Moreover, to obtain Lemma 5.3.2, we need to assume
that H(-) is with values in (1/2,1).

For the sake of clarity, notice that dB is defined as the unique complex-valued
stochastic Wiener measure which satisfies for all f € L?(R),

/f )dB(s /f (5.1.7)

where {B(s)}scr denotes a real-valued Wiener process and f the Fourier transform
of f (With the convention that the Fourier transform of g € L*(R) is defined for real
Easg(&) = [ze ~i58g(s)ds). Observe that it follows from (5.1.7) that, one has up to
a neghglble determlmstlc smooth real-valued multiplicative function (see |23, 57]),
for all s € [0, 1],

s _ 1 R
H(s)=1/2 _ |,.|H(s)-1/2 — 6’7
| {is+= #0712} aB) = | e B,

which implies that the process { X (s)},e,1) is real-valued.

Since several years, there is an increasing interest in the study of mBm and
related processes (see for instance |4, 2, 3, 5, 8, 6, 19, 20, 21, 32, 33, 34, 58, 56, 55, 57]).
The usefulness of such processes as models in financial frame has been emphasized
by several authors (see for example [19, 20, 21, 47, 48]). Generally speaking, mBm
offers a larger spectrum of applications than fBm, mainly because its local roughness
can be prescribed via its functional parameter H(-) and thus is allowed to change
with time; more precisely, one has almost surely, for all ¢, px(t) = H(t), where

x(t) denotes the pointwise Holder exponent at t of the mBm {X(s)}scpo,1)- It is
worth noticing that the latter result, in turn, implies that in the model (5.1.1) the
volatility local roughness can evolve with time, namely when ®(6, ) is a continuously
differentiable function with a nowhere vanishing derivative, then one has, almost
surely, at any time ¢, p,(t) = H(t), where p,(t) is the pointwise Holder exponent at
t, of the volatility process {o(s)}s¢[,1) defined in (5.1.1).
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Having given the main motivation behind multifractional stochastic volatility
models, let us now clearly explain the goal of chapter. Our aim is to study to
which extent it is possible to extend to the setting of these new models Gloter
and Hoffmann results (i) and (ii) stated above. Basically, we use some techniques
which are reminiscent to those in [35, 36|; however new difficulties appear in our
multifractional setting. These new difficulties are essentially due to the fact that
local properties of mBm change from one time to another.

Throughout this chapter we assume that the functional parameter H(-) of the
mBm {X(s)}se[o,1) is known. We show that the result (i) can be stated in a more
general form and can be extended to multifractional stochastic volatility models.
The challenging problem of extending the result (i) to these models remains open;
the major difficulty in it, consists in precisely determining the minimax rate of
convergence for estimating 6. Yet, in the linear case, that is for a model of the form:

Z(t) = 20+ [, o(s) dW (s)
{ o(s) =00+ 49(}((5), (5.1.8)

assuming that there exists to € (0,1) such that H(tg) = minsgo ) H(t), we give
a partial solution to this problem; namely, we show that by localizing Gloter and
Hoffmann estimator in a well-chosen neighborhood of ¢y, it is possible to obtain
an estimator of #2 whose rate of convergence can be bounded in probability by

nfl/(4H(to)+2)(logn)1/4.
5.2 Statement of the main results

Let us consider an integrated functional of the volatility of the form:

1
[ o)y ) as 5.21)
where, {X(s)}4e[o,1) denotes the mBm, {Y'(s)}se[0,1) is the process defined as

Y(s) i= f(X(s)) := 0%(s) := (00 + D(0, X (s)))°, (5.2.2)

and h an arbitrary function of C;OZ(R). An important difficulty in the problem of
the nonparametric estimation of the integral (5.2.1) comes from the fact that the
process {Y(s)}s¢(o,1) is hidden; as we have mentioned before, we only observe the
sample (Z(0), Z(1/n),...,Z(1)), where {Z(t) }+c[0,1) is the process defined in (5.1.4).
Let us first explain how to overcome this difficulty. Y; n, ¢ =10,..., N —1, the local
average values of the process {Y(s)}4ejo,1) over a grid {0,1/N,...,1}, N > 1 being

an arbitrary integer, are defined, for all t =0,...,N — 1, as
%
Yin:= N/V Y (s)ds. (5.2.3)
ﬁ
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Let us now assume that N is a well chosen integer depending on n (this choice will
be made more precise in the statements of Theorems 5.2.2 and 5.2.3 given below),
such an N is denoted by N, ; moreover, we set

my, = [n/Ny] and for every i = 0,..., Ny, ji := [in/Ny], (5.2.4)

with the convention that [-] is the integer part function. The key idea to overcome
the difficulty, we have already pointed out, consists in using the fact that for n big
enough, Y n,, can be approximated by

]z+1 .]’L . . 2
Ji+k+1 Ji + k
Yin =N, A AL . 5.2.5
Nasn E < ( - ) ( - (5.2.5)

The rigorous proof of the latter approximation result relies on It6 formula, it is given
in Appendix (see Lemma 7.4.2). This is why we will only give here a short heuristic
proof. Using (5.2.5), (5.1.4), the fact that n is big enough, and (5.2.2), one has

Jit1—Jgi—1 Jitktl 2
YiN.n = Nn Z </ U(s)dW<3)>
k=0

itk
Jiv1—ji—1 Jitkt1 2 ok
~ " 2 [ Ji
~ N, Z (/W dW(s)) o ( - )
]1+1 ]'L . . 2 .
_ N, Z <W<jz+k‘—|—1>_w<jz+k‘>> Y(jmtk;)
n n n

Ji+1—Ji—1 .
K
~ Nfn ' Y Y<H> : (5.2.6)

n
k=0

where  the latter approximation  follows from  the fact that
. : 2

(W (%) —W(%)) , k = 0,...,5i41 — ji — 1 are ii.d random vari-

ables whose expectation equals n~!. Then noticing that n=! f;:éfjrl Y (%)

i1
is a Riemann sum which, in view of (5.2.4), converges to the integral [} Y'(s)ds;

Nn
it follows from (5.2.3) and (5.2.6) that

~

YiNgn ®YiN,.
The main goal of Section 5.3 is to construct estimators of the integrated functional

of the volatility

V(hiun,vN) = VNiMN/N (f/(X(5))h(Y (5)) ds, (5.2.7)

where (un)n and (vy)n are two arbitrary sequences satisfying:
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(i) for every N, 0 < puny < vy <1,

(i) imyyyoo N(vny — pn) = +00.

Observe that when we take for every N, uy = 0 and vy = 1, then the integral in
(5.2.7) is equal to the integral in (5.2.1).

In order to be able to state the main two results of Section 5.3, one needs
to introduce some additional notations. Throughout this chapter one denotes by
a = (ap,...,ap) a finite sequence of p + 1 arbitrary fixed real numbers whose M (a)
first moments vanish i.e. one has

P P
Zklak =0, foralll=0,...,M(a) — 1 and ZkM(a)ak #0. (5.2.8)
k=0 k=0
One always assumes that M (a) > 3 (observe that one has necessarily p > M (a)).
For each integer N >p+1andanyi=0,...,N—p—1, Aa?@N is the generalized
increment of local average values of Y, defined as

p
AYin =Y arYipen (5.2.9)
k=0

and A, X; y is the generalized increment of local average values of mBm X, defined

as
P
Aayi’]\[ . ZakYHk’N, (5210)
k=0
where _
i1
R N
XiN = N/A X(s)ds. (5.2.11)
ﬁ

At last, for each integer n big enough and any ¢ = 0,..., N, —p — 1, one denotes
by AyY; N, the generalized increment defined as

P
AdYiNyn =Y arYitk N, n- (5.2.12)
k=0
One is now in position to state the two main results of Section 5.3. The follow-
ing theorem provides an estimator of the integrated functional of the volatility
V(h; un,vN) starting from 7@% un < i/N < vy, the local average values of
the process {Y(s)}sejo,1] over the grid {0,1/N,...,1} N [un,vn]. Tt also provides
an upper bound of the rate of convergence.

Theorem 5.2.1 For every integer N > p + 1 and for every function h € C;ol(]R)

one sets
— 1 (ALY n)? —
V(h; JUN) = ————— E - : - h(Yin), 5.2.13
) N =) ey CA/NIN2HEN) Wil 21
where:
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o J(un,vn) denotes the set of indices,
J(un,vn)={i€{0,...,N—p—1}: uy <i/N <wn}; (5.2.14)

e for all s € [0,1],

e =1 are™|?
C(s) = /R PR . (5.2.15)

Then there exists a constant ¢ > 0, such that one has for each integer N > p+1,

E {‘V(h; un,vn) — V(h; un, VN)‘} < C(N(I/N - MN))_1/2- (5.2.16)

Recall that the integrated functional of the volatility V (h; un,vn) has been defined
in (5.2.7).

In view of the previous theorem, in order to construct an estimator of
V(h; un, ,vnN, ) starting from the observed data Z(j/n), 7 = 0,...,n, a natural
idea consists in replacing in (5.2.13), the Y; n,’s by their approximations }72 Ny
However (this has already been noticed in [35, 36| in the case where X is the fBm,
un, =0 and vy, =1),

1 (Aaﬁ Np, n)2
Z N,

; h(}//\;,Nn’n) - V(h’ /"LN ) VNn)
Nn(vN, — 1N,,) e Ty Cli/Ny) N 2H /N N

does not converge to zero in the L(£2) norm; one needs therefore to add the correc-
tion term:

1 2/|al[3(V:.x,.n)? >
_ L h(Y;',Nn,n)a
N (N, — 1N,) 2 ) C(i/Ny) Ny 21,

ZGJ(I'LNTL sYNp,

where |lall = {/>_%_ga} denotes the Euclidian norm of a. More precisely, the
following theorem holds.

Theorem 5.2.2 For every integer n big enough and h € C’;O[(R), one sets

~

V(h; lu’Nn7 VNn)

= 1 Z (Aai}i,Nn,n)? B 2”“”%(2’,]\%”)2 h(? o

€T (UNy, sVNy,)
(5.2.17)

where my, is as in (5.2.4). Then assuming that

2 maxg v H
supm,_Lanma el v H) < 400, (5.2.18)
n

it follows that there exists a constant ¢ > 0, such that one has for all n big enough,

B { |V hn, on) — Vi, on) [} < e(Natow, —)) (5219
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Remark 5.2.1 When the mBm X is a fBm with Hurst parameter o € (1/2,1), one
can take in Theorems 5.2.1 and 5.2.2, H(-) = «, pn, = 0 and vy, = 1; then one
recovers Theorem 3 in [36] and Proposition 1 in [35].

Let us now turn to Section 5.4. The goal of this section is to construct an
estimator of #? in the setting of a linear stochastic volatility model driven by a
mBm, that is a model of the type (5.1.8); and also to give an evaluation of the rate
of convergence of this estimator in terms of min,c(g 1) H(¢). Notice that, in Section
5.4, we assume that 6 # 0 and there exists ¢y € (0, 1) such that

H(tp) = min H(t). (5.2.20)
t€0,1]
In order to be able to state the main result of this section, we need to introduce
some additional notations. For n big enough, we set,

, 1
ETIN(t) = tg — — 5.2.21
R o) =t~ — s (5221)
1
EnP(ty) =tg+ — 5.2.22
Rlto) =to 4 —— s (5222

and
7

— <
Ny,

1
< R
(5.2.23)

Voo = T (G (t0), R (b)) = {2 {0, Nu—=p—1} : [to -

where J has been introduced in (5.2.14).

Let (an)n and (by,), be two arbitrary sequences of positive real numbers. The
notation a, =< b, means there exist two constants 0 < ¢; < ¢, such that for all n,
one has cia, < b, < coay,.

We are now in position to state the main result of Section 5.4.

Theorem 5.2.3 Consider a linear stochastic volatility model driven by a mBm. For
n big enough, let,

V(L 67" (bo), S5 (to))
—1 ~
4(2(10g(Na)"V2N0) ™ Yievy, . YiNum

where V has been introduced in (5.2.17). Assume that

: (5.2.24)

n,to =

N, = nl/@Ht)+1), (5.2.25)
Then the sequence of random variables
(/402 (10g ) ~VAE2 , — 6))
1s bounded in probability i.e. one has

lim limsupIP’{nl/(4H(t0)+2)(logn)_1/4\§2 - 0% > )\} =0. (5.2.26)

t
A——+o0 n—-+oo mto
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Remark 5.2.2 Theorem 5.2.3 is an extension of Proposition 2 in [35].

In fact, Theorem 5.2.3 is a straightforward consequence of the following result.

Theorem 5.2.4 Consider a linear stochastic volatility model driven by a mBm. For
n big enough, we set,

~

V(15 pn, s VN
4(Nn(VNn - /’LNn))_l Ziej(ﬂNnvyNn) }/;;Jvnyn

0% (1, vN,) = (5.2.27)

Assume that (pn, )n and (vn, )n are two convergent sequences and also that

N, =t/ CmaXsctuy, vy, HSOHL), (5.2.28)

Then the sequence of random variables

<n1/(4maXS€[”Nn’VNn] H(8)+2)(1/Nn — v, )P (@ZI(MNM UN,) — 92>> ’

n

1s bounded wn probability.

5.3 Estimation of integrated functionals of the volatility

5.3.1 Proof of Theorem 5.2.1 when Y is the mBm

The goal of this subsection is to show that Theorem 5.2.1 holds in the particular
case where the process Y (see (5.2.2)) is the mBm X itself i.e. the function f is
equal to the identity. Namely, we will prove the following theorem.

Theorem 5.3.1 For every integer N > p+ 1 and every function h € C;OI(R) one

sets 1 n
Q(h; pn,vN) = VN—,MN/ h(X(s))ds (5.3.1)
UN
and
— 1 (AX; N)? -
h; = ——h(X;N). 5.3.2
i) N(vn — pw) iejg;,wv) C(i/N)N—2HG/N) Eiw). (532)

Then there is a constant ¢ > 0, such that one has for each N > p+ 1,

E {I@(h;um vn) = Q(h; VN)\} < e(N(wy —pun)) 2

(5.3.3)

Remark 5.3.1 This theorem generalizes Proposition 1 in [36].
Let us explain the main intuitive ideas which lead to the estimator Q(h; un, vn).
e First one approximates the integral (vy — un)~! f:;’ h(X(s))ds by the Rie-

1 1
> MX (R

Ny = py) i€J (N VN)

mann sum
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e then one approximates the latter quantity by

1 (A X n)? NS
S e (X ()

Nlvv — un) =

(vN — pN) T ) Var(Aq X n)

e finally, one approximates the latter quantity by Q(h; uy, vy ) since X (i/N) ~
X, v and Var(A, X, y) = C(i/N)N~2HG/N),

Upper bounds of the L'-norms of the successive approximation errors are given in

the following lemma.

Lemma 5.3.2 Let h € C;OZ(R), then there exist four constants ci,co,c3,c4 > 0,
such that the following inequalities hold for every N > p+ 1.

(i)
1 ) 1 YN
. T ) -t [ noxoa |
S C1 (N(I/N — MN))71/2; (534)
(iz)
el CBKn?
B E { ’ N(VN N MN) iEJ(MZN,VN) { Var(Aayi,N) 1}h(X(N)) ‘}
< (N —pn)) "% (5.3.5)
(iii)
_ 1 (BaXin)® (1 v iy h
Po = B {)N(VN — UN) iej(uZN,uN) Var(Ao X n) <h(X1’N) h(X(N))> ‘}
< e3(N(ww —pw) ™% (5.3.6)
(iv)
Ey = E{‘@(h; pns ) — Q(hs VN)‘} <e(N(y —pn) "% (5.3.7)
where
~ 1 AXinN)?
Q(h; pn,vN) == Now i) M(;V | Mh(xm). (5.3.8)
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Proof of Theorem 5.3.1: This theorem is a straightforward consequence of Lem-
ma 5.3.2 and the triangle inequality. Indeed, one has that

Eﬂ@(h”% vN) — Q(k; mw/zv)‘} < Ey+ By + By + Ey < ¢(N(vy — pn)) 7>

where ¢ = ¢1 + ¢9 + ¢3 + ¢4 > 0 is a constant. [J

Now we are going to explain how to get Lemma 5.3.2. Since the proofs of Parts
(), (i4i) and (iv) of the lemma are less difficult than that of Part (i), we will first
give them.
Proof of Lemma 5.3.2 (i): Denote by J¥" = minJ(uy,vy) and J39@ =
max J (un, VN ), thus, in view of (5.2.14), one has,

VN
/ h(X(s))ds
UN
(i+1)/ Jpin /N UN
= ) (s))ds+/ h(X(s))ds+/ h(X(s))ds.
€T (un i/N N J]’\leaz/N
(5.3.9)
Next using (5.3.9) and the triangle inequality, one gets,
_ { YN
’N Y h(X(N)) —/ h(X(s))ds‘
€T (UNWN) HN
(i+1)/ (i+1)/
oS / N)) ds — // (5)) ds
ZEJ (n,vN) €T (uNVN)
J}V\VILL’R/N vN
—/ h(X(s))ds—/ h(X(s))ds‘
UN JWQI/N
(i+1)/N i
< ¥ ‘h(X(—)) - h(X(s))‘ ds
) i/N N
i€J (UNVN)
Jmin/N .
+/ |h(X(s))|ds+/ |h(X(s))|ds. (5.3.10)
BN JRer /N

In view of (5.3.10), in order to prove that Lemma 5.3.2 (7) holds, it remains to
show that there are two positive constants c¢1, co such that for all N > p+ 1,

(i+1)/ 7,
E{ zej%uzv)/ N )) N h(X(S))‘dS} = ClN_1/2(VN _”N)I/Q;
(5.3.11)

T N U
B{ [T meeelast [ () ds) < N ey - o),
px TR N
(5.3.12)
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Let us first prove that (5.3.11) is satisfied. Using the Taylor expansion of h of order
1 around X (i/N) with integral remainder, one has,
o i i
B (8) = R () + (¥ () = X(9) [ (35 + 00 (0) = X () ) o
(5.3.13)
We denote by [|X[|oc the random variable defined as [|X|[loc = supsejo,1) X (5)]-
Since {X(s)}sefo,1] is a Gaussian process with continuous trajectories, by applying
Dudley’s Theorem and Borell’s inequality (more precisely, with the same arguments
for the proof of E (e") < +00 on Page 1445 — 1446 of [52], see also [44]), one can
show that
E (elXl=) < +00. (5.3.14)

Recall that for all fixed nonnegative real [, there is a constant ¢ > 0 such that every
nonnegative real x, one has,
zl < ce®. (5.3.15)

It follows from (5.3.14) and (5.3.15) that,
E (| X]%) < B (elXle) < 4o0. (5.3.16)
Next, using (5.3.13) and the fact that h € C;OI(R), one obtains

1

M) -h(X ()] < (X -XE)| e HO)
< aX() - XA+ IXIE),  (5:317)

where c3, K are the two constants appearing in (5.1.3). It follows from (5.3.17) and
Cauchy-Schwarz inequality that
1

E|h(X () = h(X(1))|

IN

2)1/2 (B +x15)2) "
; o 1/2
ca <E’X(N) - X(s)‘ ) : (5.3.18)

e <E’X(Ji[) ~ X(s)

1/2
where ¢4 = c3 (E(l + ||X||§O)2) < 400 (thanks to (5.3.16)) is a positive constant

which does not depend on N. Moreover, Lemma 2.12 in [7], the fact that s €
[i/N, (i + 1)/N] and the assumption that H(-) is with values in (1/2,1), yield that
there is a constant c¢; > 0 such that

E{}X(%) - X(s)f} < 05‘% — PO < NTRHG/N) < oo NTL (5.3.19)
Thus, combining 5.3.18) with (5.3.19), one gets that,

E[n(x(s)) - h(X(%))’ < cales) 2NV (5.3.20)
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Next, it follows from (5.3.11), Fubini Theorem and (5.3.20) that

(i+1)/ .
28> // ) - e as}
i€J (LN,VN)
- ¥ /:Um {(h )) —h(X(s))‘}ds
iEJ(/LN,VN) v
< e(es)2PN=32Card (T (un, vv)). (5.3.21)

Moreover, the assumption that limy_, o N(vn — un) = +oo implies that, one has
for all N big enough,

Card(J (un,vn)) < [Nvn]+1—[Nun]+1 < 2N(vy — un). (5.3.22)

Next, (5.3.21), (5.3.22) and the fact that 0 < vy — puny < 1 lead to

28> //HWN ()= hOX(op) s

iG.] ;J,N VN
< 2¢4(cs) ANV vy — )
< CGNil/z(I/N - MN)I/z, (5323)

where ¢g = 2¢4(c5)'/?; which proves that (5.3.11) holds.
Let us now show that (5.3.12) is satisfied. Observe that for all N > p+1,

Jmin ¢ {[NMN}, [Npn] + 1} (5.3.24)

and
JmAT — min <[NVN], N-p- 1). (5.3.25)

(5.3.24) and (5.3.25) imply that

I [N ] [Npn] +1
YN < _ AN T2
o] = max {55 =5 o}
N/LN —1 N}LN +1
< _ _
< maX{uN NN [N}
= N (5.3.26)
and when [Nvy] < N —p—1,
‘Jﬁax B VN’ _ ‘[NI/N] .
N N
= N7 (5.3.27)
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when N—p—1 < [Nvy],onehas N—p—1 < Nyy < N,ie. 0 < |[N—p—1—Nuvy| <

p+ 1, thus
Jer N-p-1
B Il e Y
|N ey 2 1-— NI/N|
B N
< (p+1NL (5.3.28)
Combining (5.3.27) with (5.3.28), we get
Jma$
’ N VN‘ < (p+1)N"L, (5.3.29)

It follows from the fact that h € C;Ol (R), (5.3.26) and (5.3.29) that

5{ / I ) ds+ [ mexslas)

N Jyer /N
Jmin max
SC?,(‘ ]]VV —MN‘Jr’J]]\Q _VNDE(l"’_HXHfo)
<erNTL (5.3.30)

where c3 > 0 is the constant in (5.3.17) and c¢; = (p + 2)c3E (1 4 || X||X). Next
observe that the assumption imy_ 4 N(vy — pn) = +oo implies that N~ <
N_I/Q(VN — ,uN)l/Q for N big enough. Putting together the latter inequality and
(5.3.30), we prove that (5.3.12) holds. Combining (5.3.10), (5.3.11) and (5.3.12), we
get Lemma 5.3.2 (7). O
Let us now show that Lemma 5.3.2 (¢i7) holds.
Proof of Lemma 5.3.2 (iii): By using the triangle inequality and Cauchy-Schwarz
inequality, one obtains

1 (AXiN)? - o\ i
y N(VN N 'LLN) iEJ(HZN,VN) Var(Aayi,N) (h(XLN) h(X(N))> ‘

1/2

1 3 (E ((AaXin)Y))

o ; 1/2
= Now ) iago (P =)

(5.3.31)

i€J (N VN)

On one hand, the equivalence of Gaussian moments, implies that there is constant
c1 > 0, non depending on N and i, such that

E ((AaXin)*) = e (Var(A X, n)) % (5.3.32)

On the other hand, similarly to (5.3.20), one can show that there exists a constant
¢ > 0, non depending on N and i, such that

<eN7L (5.3.33)

E[n(Xin) - n(X ()|

© 2011 Tous droits réservés. http://doc.univ-lille1 fr



Thése de Qidi Peng, Lille 1, 2011

Chapter 5. Multifractional stochastic volatility models: statistical
64 inference related to the hidden volatility

Finally, Lemma 5.3.2 (4i7) results from (5.3.31), (5.3.32), (5.3.33), (5.3.22) and the
fact that 0 < vy —uny < 1:

S
z
|
>
=
2|~
—

B 2
b N(VNl— [AN) 2 v;?(ﬁ}]\]i)N) ( (
€T () ;
< (c162)A(N(vy — ) ™' Card(T (uw, vn)) N2
S 2(01C2)1/2N_1/2
<

e3s(N(vy — pun)) "2, (5.3.34)
where ¢3 = 2(c1e2)"/2. O

In order to prove Part (iv) of Lemma 5.3.2, we need the following lemma whose
proof is given in Appendix.

Lemma 5.3.3 There is a constant ¢ > 0 such that for every i € {0,...,N —p—1}
one has,

Var(A X n) — C(i/N)YN“HUN| < clog(N)N—L2HE/N), (5.3.35)

Proof of Lemma 5.3.2 (iv): By applying Lemma 5.3.3, it follows that there is a
constant ¢; > 0 such that, for all N >p+ 1 and alli € {0,...,N —p— 1},

1 1 _[Var(AX; n) — C(i/N)N~2HG/N)|
C(i/N)N=2HG/N)  Var(AX;n)|  C(i/N)N=2HG/N)Var(A,X; x)
c1log(N)N !
C(i/N)Var(A,X; n) '
(5.3.36)

By using (5.3.2), (5.3.8), the triangle inequality, (5.3.36) and Cauchy-Schwarz in-
equality, one has

E{‘@(h; pn,vn) — Q(h; VN))}

1 |Var(A,X; §) — C(i/N)N-2H@GN) -
e — E < , ’ 4 — (AaXiN)“h(X;N)
N(vy — MN)iej(%]\;,uN) C(i/N)N—2H@/N)Var(A,X; n)
< e ggr;] C(5)) " (log(N)N~H)(N(vn — pn)) ™!
Y. 4 1/2 - 1/2
« 3 < E(AaXin) 2) (X)) 2 (5.3.37)
€T (uNVN) (Va'r(AaXivN))

Notice that (5.2.15) implies that 0 < mingp ) C(s) and consequently that
(mingep1) C(s)) ™t < +oo. It follows from (5.3.37), (5.3.32), the fact that h €
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Cpoi(R) and (5.3.22) that

E{‘@(h; pn,vn) — Qh; VN))}

< ca(e)(min C(s) o MN Do ) 3 (BIREP)
' i€J (LN,VN)

< 261(caen)*( min C(s) " log(N)N ) (B 1L+ X]5)?)

< eylog(N)N™, (5.3.38)

where

1 = 2e1(eacy)2( min C()7 (B QL+ [X]5)2) ",
s€[0,1]

with ¢, K being the two constants introduced in (5.1.3) and c3 being the con-
stant in (5.3.32). Finally Lemma 5.3.2 (iv) results from (5.3.38) and the fact that
log(N)N~12 < (uy —py) V2 forall N > p+1. O

Let us now focus on the proof of Part (ii) of Lemma 5.3.2; this proof relies on
some technics which are more or less similar to those in [35, 36]. First we need to
give some preliminary results. The following lemma is a more or less classical result
on centered 2-dimensional Gaussian vectors; its proof is given in Appendix.

Lemma 5.3.4 Let (Z,Z') be a 2-D centered Gaussian random vector and assume
that the variances of Z and Z' are both equal to the same quantity denoted by v.
Then, one has,

E {(22 )22 - v)} - Z(Cov(Z, Z’)>2. (5.3.39)

Lemma 5.3.5 For every N > p+ 1, let pn : [un,vn] — R be an arbitrary deter-
ministic bounded function and let Xn(pn) be the quantity defined as,

(Aaz:(j,N)2 .
Yn(pN) = E —=——1p N), 3.
v JET (N vN) { Var(Ao X N) 1} wU/) (5:340)

where J(un,vN) is the set introduced in (5.2.14). Then the inequality,

E{(Svion)*} < cllow 2N (n — ),

where ||pn |loo := SUPLefuy wa] 1PN (@)] and ¢ > 0 is a constant non depending on N,
holds for every N > p+ 1.

In order to prove Lemma 5.3.5, we need the following proposition which concerns
the estimation of the correlation between the generalized increments Aayj,N and
Ay X j n of the mBm {X(s)}cjo,1; e refer to Appendix for its proof.
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Proposition 5.3.6 Assume that H(-) € C?([0,1]) and M (a) > 3 (recall that M (a)
is the number of the vanishing moments of the sequence a). Then there is a constant
¢ > 0 such that one has for any integer N > p+1 and each j,j' € {0,...,N—p—1},

_ — 1
. ” < - 3.
‘C’orr{AaXLN,AaXJ ’NH _C<1+|jj’|>7 (5.3.41)

where

Aan,N Aayj’,N
\/Var{Aan,N} \/VGT{AanﬁN}

Proof of Lemma 5.3.5: In view of (5.3.40), one clearly has that

Corr {Aayj’N, Aayj/’N} =F

B {(Sxow))
_ . ¥ (Aafjw)z (Aayj/7]\7)2
PR L (T e Rl it

Next it follows from Lemma 5.3.4, Proposition 5.3.6 and (5.3.22), that

E{Evon)?t =2 3 onG/N)ow (/N (Cor(8eX; v 8K x))
37’ €T (N wN )

1 2
< 2c1lpn 1% Z <m)

j7j/€=7(MNa )

<deilpnlze Y Z(1+|l|)

JET (uN VN ) l=—00

= darllpw B Card(T (uv,ow)) 3 (577)
l=—00

< eollpn 2N (v — i), (5.3.42)

where c¢; is the constant introduced in (5.3.41) and ¢y = 8¢; Y0 (14 |I|)72 are
two constants which do not depend on N. [

Lemma 5.3.7 For every N > p+1, let py : [un,vN] — R be an arbitrary bounded
deterministic function that vanishes outside a dyadic interval of the form [k2770 L+
LN k'2790 L + pn|, where Ly := vy — un and where the integers jo, k and k' are
arbitrary and satisfy jo > 1 and 0 < k < k' < 299, Then there ewists a constant
¢ > 0 which does not depend on N, k, k' and jo, such that for all integers N > p+1,
and jy satisfying 290 < 20 < NLpy < 21171 one has

E{(Sn(pn))?} < cllonlZ(k — k)27, (5.3.43)
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Proof of Lemma 5.3.7: Let Z(k, k', jo, N) be the set of indices defined as,
Z(k, k', jo, N) = {z e J(un,vn) i € (k270 Ly + pun)N, (K270 Ly + pun)N] }
One has,
Card(Z(k, K, jo, N)) < N(K' — k)27 Ly + 1 < 4(K — k)2/* 77, (5.3.44)

where the last inequality follows from the fact that NLy < 291+1. Using the method
which allowed us to obtain (5.3.42) and replacing J (un,vn) by Z(k, k', jo, N), one
can show that,

i __ 2
E{Cnom)? =2 3 oxG/N)on (N (Corr(BaX v, A v))
jv.j/eI(kvklszvN)

< cllpn |3 (K — k)2h 7, (5.3.45)
where ¢ > 0 is a constant which does not depend on k, k', jo, N.

We are now in position to prove part (ii) of Lemma 5.3.2.
Proof of Part (ii) of Lemma 5.3.2: Let N > p+ 1 be fixed. Observe that, with
probability 1, the function ¢ — h(X(t)) belongs to C([un,vn]), the space of the

continuous functions over [uy,vy]. By expanding it, in the Schauder basis of this
space, one obtains that

co 27

h(X () = Xodo(t) + Mada(t) + D D Njrdjn(t (5.3.46)

7=0 k=1

where A = h(X (ux)), M = A(X (), do(t) = (vy — LY, d1(t) = (¢ — un) LR,
with EN = VUN — UN,

ST RTCELIN) TR W) WTTC = Pe))
and
®jk(t)
t
= 23j/2£]_vl /MN (]1[(2k—2)£N+ N, EEoDEN -HLN}(S) - ]1[(2k—1)EN 2kLN (S)> ds.
(5.3.47)

271 271 27T THN, 51 HAN]

Observe that the series in (5.3.46) is, with probability 1, uniformly convergent in
[N, vn]. Now let us show that there is a constant ¢ > 0 such that

E{\+ M} <e, (5.3.48)

and
IE{)\ik} < 270+ 2mimeuy N HESD | for every j, k. (5.3.49)
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By using the fact that h € C’1 (R) as well as the fact that all the moments of the
random variable || X ||e := sups¢jo,1) [ X (s)] are finite, one gets,
2 K)?
E|\of? = E <h(X(,uN))> <E (e(1+ | X]|w)¥) " < +o0. (5.3.50)

Similarly, one can show that
E M\ |* < +oo. (5.3.51)

Combining (5.3.50) and (5.3.51), one obtains (5.3.48). Let us now show that (5.3.49)
holds. Using, the expression of ) x, the inequality (a+b)? < 2a%+2b* for all a,b € R
and the triangle inequality one gets,

E | x|?
:E‘2*J’/2{2h(X<2§ i £N+MN>) - h(X<2]+1£N+“N))
_h<X(2§]+1 £N+“N)>H2
< 2*]’{215 ‘h(X(QI;—;LN +uN)) - h<X(23+1£N ﬂw)) ‘2
+2E‘h<X<2;7;1CN+MN>> —h(X(Qsjﬂ ENJF“N))‘Q}
(5.3.52)

Thus, in view of (5.3.52), for proving (5.3.49), it suffices to show that there is a
constant ¢ > 0 (which does not depend on N, j and k) such that one has,

E ‘h( <2k Ly + MN)) h(X( 2k Ly + MN)) ‘2 < 92 minscly oy Hs)

27+1 9j+1
(5.3.53)
and
B ‘h< (2]; +1 Ly + MN)) h<X(2§J+1 Ly + MN)) ’2 < 2 W miNscluy vy H(s)
(5.3.54)

We will only prove that (5.3.53) holds since (5.3.54) can be obtained in the same way.
By using the fact that h € C;OI(R), the Mean Value Theorem and Cauchy-Schwarz
inequality, one has

(st o)) (o))

2
B (0 WO G n o) - (e )
< (E <c(1+HX|\OO)K)4) (= ‘X< i Lon ) - X<2j_]§1£N+IuN)‘4)1/2.

(5.3.55)

On the other hand, standard computations (see e.g. [8]) allow to show that, there
is a constant ¢ > 0 (non depending on N) such that for all ¢,¢' € [un, vn], one has

E|X(t) o X(tl)|2 < C|t . t"gminsE[HN;VN] H(s)
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Then the latter inequality, the equivalence of the Gaussian moments and (5.3.55)
imply that (5.3.53) holds; recall that (5.3.54) can be obtained in the same way. Next
combining (5.3.52) with (5.3.53) and (5.3.54), one gets (5.3.49).

Now observe that (5.3.46) (5.3.40) entail that

> LX)

iEJ(,uN,VN) Var(AaXi,N)
oo 27
= 2SN (o) + MEN (D) + DD NiaZn (k). (5.3.56)
j=0 k=1

Also observe that by using the triangle inequality, Cauchy-Schwarz inequality, Lem-
ma 5.3.5, (5.3.48) and the fact that [|¢o||cc = ||¢1]|cc = 1, one gets that there is a
constant ¢ > 0 such that for all NV,

E [AEn(¢0) + AiZn(¢1)]
<E|MZn(¢0)| +E |MZn(e1)]
/

< (E\Aof)m(ﬂz \EN(¢0)}2)1 g (E\A1}2)1/2<E}2N(¢1)\2)
< ¢(N(vy — ). (5.3.57)

1/2

Thus in view of (5.3.56) and (5.3.57), in order to finish our proof, it remains to show
that there exists a constant ¢ > 0 such that for all N > p + 1, one has,

oo 27

E ‘ SN NaEn(din)| < (N (n — pw) V2. (5.3.58)
=0 k=1

Observe that, in view of the assumption that limy_, 1. NLy = +00, one has for
all N big enough, NLy > 2. Let j; > 1 be the unique integer such that

X < NLy < 21+

It follows from the triangle inequality, Cauchy-Schwarz inequality, (5.3.49), the fact
that for all 7, k,

k-1 k
Supp @ C |~ £n + v, o5 £ + v (5.3.59)

© 2011 Tous droits réservés. http://doc.univ-lille1 fr



Thése de Qidi Peng, Lille 1, 2011

Chapter 5. Multifractional stochastic volatility models: statistical
70 inference related to the hidden volatility

and Lemma 5.3.7 in which one takes jo = j, that

Jj1 27
E ‘ > /\j,kEN(cﬁj,k)‘
7=0 k=1
127 1/2 12
<3S (ENR) T (ESa(650)P)
7=0 k=1
n 2 ; - CoN1/2
< Cz Z 9—J(1+2minsep, vy H(s))/2 (H%,k”io(k — (k- 1))2]1—J)
7=0 k=1
j1 27
— CZ Z 2_j(1+nlinS€[HN,VN] H(s))+]1/2||¢J X
7=0 k=1

o0y

(5.3.60)

where ¢ > 0 is a constant. Then using (5.3.60), the fact that ||¢; |lcc < 2//2, the
inequalities mingei,, ) H(s) > mingep 1) H(s) > 1/2 and 2/* < NLy, one gets
that

J1 27
E ’ >0 )‘J',kEN(%‘,k)‘
7=0 k=1
Jj1 27
=c Z Z 9—d(1/24minge ) H(s))+i1/2
7=0 k=1

+oo
< C2j1/2 Z 2j(1/2—minse[ﬂN‘l,N] H(s))
=0
< ar(N(vy — pw))'?,
(5.3.61)

where ¢; = CZ;_:OS 97(1/2=minsco) H(9)) < {00, Let us now show that there is a
constant co > 0 non depending on j; and NN, such that

0o 27

E ‘ Z Z Aj,kEN(¢j,k) S CQ(N(VN — IU,N))l/Z. (5362)
J=j1+1 k=1

First observe that, for every fixed (j, k), (5.3.59) and the inequalities 277 < 27711 <
(NLx)~! imply that there is at most one index i € J (un, vy) such that ¢; x(i/N) #
0. Therefore one has

(A X n)? 2
E SN (650)° < ll6skl3E (wX)N) 1)

(5.3.63)
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s s , /2 (AaX;N)? )2 _ 2 1)2
Then noticing that ||¢;kl|cc < 27/ and that E <7Var(AaZ,N) 1) =E(2?2-1)",

where Z is standard Gaussian random variable. It follows (5.3.63), that
E|Sn(60)* < 2, (5.3.64)

where ¢ > 0 is a constant non depending on N,j and k. Now, for every fixed
j > j1+1, let us denote by K; n the set of indices k € {1,...,27} defined as

Kin = {k e{l,...., 2} :3i € J(pn,vy) suchthat @;,(i/N)# o}.

Observe that when k ¢ K; n then for every i € J(un,vn), one has ¢ ,(i/N) =0
and as a consequence,

S () = 0. (5.3.65)
On the other hand, by using (5.3.59) and the fact that for all k and k" satisfying
k # k', one has

K —1 K
5 Ly +pn, gﬁN + MN) =0,

(k;j1£N+uN,§£N+uN) n(

it follows that
Card(le7N) < Cardj(,uN, I/N) < 2N(I/N - ,uN). (5366)

Next it follows from, (5.3.65), the triangle inequality, Cauchy-Schwarz inequali-
ty, (5.3.49), (5.3.64), (5.3.66), and the inequalities mingejo ) H(s) > 1/2, 2771 <
2(NLy)™!, that

—+o00 2J

E ’ Z Z /\j,kZN(Qﬁj,k)’

j=j1+1 k=1

< 8% (Enar) Eesemn)”

Jj=j1+1 k}EICj’N
400
<c YYD o 2miney ) H)/29i/2
j=j1+1keK; N

+o00

< QCN(I/N — NN) Z 9~ J MiNse(o,1] H(s)
J=i

9—J1minseo,1) H(s)

= 2eN(on = IN) T im0 A

<! (NEN)lfminse[o,l] H(s)

< d(N(vy — pun))Y2, (5.3.67)
where the constant ¢ = 4¢(1 — 2~ minse(o,1] H(s))_l and thus we obtain (5.3.62).
Moreover combining (5.3.62) with (5.3.61) one gets (5.3.58).

Finally, Part (i) of Lemma 5.3.2 results from (5.3.56), (5.3.57) and (5.3.58).
U

© 2011 Tous droits réservés. http://doc.univ-lille1 fr



© 2011 Tous droits réservés.

Thése de Qidi Peng, Lille 1, 2011

Chapter 5. Multifractional stochastic volatility models: statistical
72 inference related to the hidden volatility

5.3.2 Proof of Theorem 5.2.1 when Y is arbitrary

We need the following lemmas.

Lemma 5.3.8 For all N >p+1and j€{0,...,N —p— 1}, one sets

eiN =AY N — f(XjN)AX N and €} =h(Y;nN)—h(f(X;nN))
Then for all real I > 1 there exists a constant ¢ = ¢(l) > 0, such that the inequalities,
E {|e;n|'} < eNT2HG/MN (5.3.68)

and

E{le) y|'} < eNTHUG/NL (5.3.69)
hold for every N >p+1 and j € {0,...,N —p—1}.

Proof of Lemma 5.3.8: First we prove that (5.3.68) is satisfied. By using (5.2.9),
(5.2.3) and the fact that >} _,ar = 0, we get

A, (j+k+1)/ o
Yn= N — (X, ) 3
i = ;)k [ ) - () as (5:370)

Moreover, a second order Taylor expansion of f around Yj, ~ allows to obtain that,

F(X(s)) = f(Xjn) = (X(s) = X;w) f'(Xjw)

1
(X () = K02 /0 (1= 9) (X, x + I(X(5) — X)) 0. (5.3.71)

Next, (5.3.70) and (5.3.71) imply that

(J+k+1)/ _ _
eJN—NZak/ X(s) - X; >/f<2>< DX () — X)) ) ds.

(5.3.72)
Then, using the fact that « — 2! is a convex function, Holder inequality, Fubini
Theorem and Cauchy-Schwarz inequality, it follows from (5.3.72), that for all real
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1> 1,
l
Elejn]

p
< Nl(p + 1)[—1 Z |ak|lN_l+1
k=0

(j+k+1)/N o B
XE</( X ]N’m‘/ f JN+79( (5) — Xj,N))dﬂ‘ldS>

j+k)/N

P
=Np+1)"" o/
k=0

(j+k+1)/N7 _ !
x[j e (1x6) = o] [ 1O+ 0006 - Ky o] ) s

jt+k)/N
(j+k+1)/N a2
p—i—ll1 al/ (EXS—X" )
§]m o (EXO -]
_ _ 20\ 1/2
x(E‘/ f<2>(Xj,N+q9(X(s)—Xj,N))dﬁj ) ds. (5.3.73)
0

Moreover, using (5.2.11), Holder inequality and Fubini Theorem, one has that,

4l (J+1)/N 4
E‘X(s)—XjN) < IE(N/ \X(s)—X(t)\dt)
’ J/N
(+1)/N
< N E|X(s) — X (t)[* dt. (5.3.74)
i/N

Since for any s,t € [0,1], X(s) — X(¢) is a Gaussian random variable, then it
follows from the equivalence of Gaussian moments, there is a constant c¢1(1) > 0
only depending on [, such that

E|X(s) — X% = e1()) (E X (s) X(t)|2>2l. (5.3.75)

Also, observe that with the similarly to (5.3.19) and by using the fact H is a C?
function, one can show that two constants ¢, ¢y (non depending j, j, k, s and t)
such that, for all s € [(j + k)/N,(j +k+1)/N] and t € [j/N, (5 + 1)/N], one has,

E|X(s) — X(t)]> < i N72minseli/N,Gos1/n HS) < o) N—2HG/N), (5.3.76)
Next putting together (5.3.74), (5.3.75) and (5.3.76), it follows that,
__ 41
E ’X(s) - Xj7N‘
(G+1)/N
<a@N [ B - x@p| a

JIN
< ey(I)N~HHG/N) (5.3.77)
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where c3(1) = ¢1(1)c2 is a constant only depending on .
On the other hand, the fact that f € C’gil(R), the triangle inequality, the in-
equality | X (s)| < || X/, and the inequality |X; | < || X ||, imply that,

E ’ /1 FOX N +9(X(s) — Xjn)) dv )
0

< E (e(1 +35x]5))”
= ¢3(1), (5.3.78)

where ¢, K are the constants introduced in (5.1.3) and ¢3(1) > 0 is a constant only
depending on [, K. Then (5.3.68) results from (5.3.73), (5.3.77) and (5.3.78). The
inequality (5.3.69) can be proved in a rather similar way. [J

Lemma 5.3.9 For all N > p+ 1, one sets

(6?71\7 + QAGY],Nf/(YJ,N)e‘%N) h(? )
C(j/N)N—2HG/N) 3N

1 1
ey = ————
N N(I/N — ,uN) jEJ%,VN)

and

~ ~ 2
L2 _ 1 T (AaXjn f'(Xn)) ¢ o
N N(vwy — pw) ey, CG/N)N2HGNY

Then there is a constant ¢ > 0, such that the inequality
E{|ey'[} + E{lefy|} < eN V2,
holds for every N > p+ 1.

Proof of Lemma 5.3.9: The lemma can be obtained by using Lemma 5.3.8,
Lemma 7.2.2, the fact that h € C;OI(R) and the fact that f € Cgol(R) . O

Lemma 5.3.10 For every function h € C’;d(R) one has

V(h;pn,vn) = Q((f')? x ho f;un,vn).

Moreover, for each N > p+ 1 one has
V(b pn,vw) = QU x ho frun.vn) + e + ey

Proof of Lemma 5.3.10: The lemma can be obtained just by using the definitions
of V(h;NNayN)ﬂ Q((f,)z X hof;NvaN)v V(h;:U’NayN)) @((f/)2 X hof;/J'N7VN) and
standard computations. [J

We are now in position to prove Theorem 5.2.1.
Proof of Theorem 5.2.1: We use Lemmas 5.3.8, 5.3.9 and 5.3.10 as well as
Theorem 5.3.1 and we follow the same lines as in the proof of Theorem 3 in [36]. O
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5.3.3 Proof of Theorem 5.2.2

Theorem 5.2.2 is a straightforward consequence of Theorem 5.2.1 and the following
proposition which allows to control the L!(£2) norm of the error one makes when
one replaces the estimator V (h; un,,,vn, ) by the estimator V (h; un,,, v, ).

Proposition 5.3.11 For any n big enough one sets

2max¢|

0(Np,my) = (N2 +m V2 (1 4+ m; ' N,

K Np 'V Np ] H(S))

Recall that my, has been defined in (5.2.4). Let us assume that N, is chosen such

2 max

that m;an
h e C;Ol(R), there exists a constant ¢ > 0 such that for any n big enough, one has

S v H . . .
Sl ) () remains bounded when n goes to infinity. Then, for all

L[V (s vy v = Vs i, v, )|} < co(Noma) = ONZY) - (5.3.79)

The proof of this proposition is given in Appendix.[]

5.4 Estimation of the unknown parameter in the linear
case

Lemma 5.4.1 Assume that (un,)n and (vn,)n are two convergent sequences.
Then, when n goes to infinity, the random variable,

VUNp

Tn, = (vN, — MNn)_l/ Y (s)ds,

KNy

almost surely converges to an almost surely strictly positive random variable T'.

Lemma 5.4.2 Assume that (5.2.18) holds. Then the sequence

UNy,

(Nn( 1 Z i}i:Nn:n S Y (s) ds)

v - v - n
Ny, Iu’Nn) Z‘EJ(NNT,,)VN”) Nn iuNn KNy

converges to 0 in LY(Q,.7,P) with the rate (N, (v, — pn,)) "2 when n goes to
infinity. Note that in this lemma we do not necessarily suppose that ® is of the form
O(x,0) = 0.

Proof of Lemma 5.4.2: It follows from (5.2.3) that for any n big enough one has

~ VNnp,
E|[(Na (v, = i)™ Y B = (v, = iaw) ™ [ Y (s)ds|
€T (1N VNy,) HNn
< My + O((Na(vw, — pn,)) ™), (5.4.1)

where

M, = 1 > E|Y,

YiNyn —Yin,|
N v _ 1 Vn,y i ¥n

(5.4.2)
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Next Cauchy-Schwarz inequality, Part (i) of Lemma 7.4.2, (5.2.18), the inequalities
0 <wn, — 1w, <1 and the fact that H(-) is with values in (1/2,1), imply that for
all n big enough,

1 =~ —
M, < E(Y; -Yin,|? 5.4.3
v € oo, 2 VE(Fisa - Tonl?) (5.4
1€T (1Np VNy)

_ O(m—l/Q) _ O(Nn_maxse[uNWN] H(s)

) = O((Nulvw, = nv,)) ).
Finally putting together (5.4.1), (5.4.2) and (5.4.3) one obtains the lemma. [J

We are now in position to prove Theorem 5.2.4.
Proof of Theorem 5.2.4: Let us set

VNn
Tn, = (vN, — ,uNn)_l/ Y(s)ds, (5.4.4)
1Ny,
Tp=Nalon, —in,) 0 D Yinems (5.4.5)
(LEJ(AU‘NnvyNn)
Up = 17(1; un,,vn, ) — V(1 un,,vN,), (5.4.6)
and
Up =Tn — Ty, (5.4.7)
Moreover, observe that (5.1.2), (5.2.7), the fact that ®(z,6) = 6z, and (5.4.4) imply
that
~ VNp,
V(L un,,vN,) = 462 (vy, — ,uNn)_l/ Y (s)ds = 46°Ty, . (5.4.8)
HNy,

Then it follows from (5.2.27), (5.4.4), (5.4.5), (5.4.6), (5.4.7) and (5.4.8) that

9 Up — 460%v,,
ATy, + 4v,

7

(BN, VN,) — 0 (5.4.9)

Therefore, one has for any real A > 1 and any integer n big enough
P((Na(, = i, ) 202 i, vv,)) = 0 > 2)

<P <{ (N, — o)V = 4070 A {1, = 2772 0 {jual < 4—1x1/2}>

4TNn + 4o,
+P(Tw, < A7) +P(Joa] > 471A712)
< P((Nn(yNn )Yy — 46%0,) > 3)\3/2)

+IP’(TNn < xlﬂ) + IP’(|vn| > 4*1x1/2).

Next the latter inequality, (5.4.4), (5.4.5), (5.4.6), (5.4.7), Theorem 5.2.2, Lemma
5.4.2 and Markov inequality, imply that there is a constant ¢ > 0 such that for all
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real A > 1, one has

1imSUPP<(Nn(VNn — uv )2 |02 (v, v,)) — 92‘ > /\)

n—+400

<37lea 32 4 IP(T < )\‘1/2), (5.4.10)

where T := limy, 400 T,. Thus, it follows from (5.2.28), (5.4.10), (5.4.4) and
Lemma 5.4.1, that Theorem 5.2.4 holds. [J

5.5 Histograms of the estimated values

We have tested our estimator of #2 on simulated data and our numerical results are
summarized in the following two histograms.

To obtain the first histogram, we have proceeded as follows: we assume that
0 = 10 and H(s) = (s — 0.5)2 + 0.6 for all s € [0,1], then we simulate 1000
discretized trajectories of the process {Z(t) }¢[o,1], finally we apply our estimator to
each trajectory which gives us 1000 estimations of #2. The second histogram has
been obtained by using a similar method; H(-) is defined in the same way, yet in
this case we assume that 8 = 0.1.
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CHAPTER 6

Multifractional stochastic
volatility models: estimation of
hidden pointwise Holder
exponents
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6.1 Introduction

In this chapter we consider the class of multifractional stochastic volatility models.
We are interested in constructing an estimator of the pointwise Holder exponent of
the hidden volatility starting from an observation of the discretized trajectory of the
model. Notice that, the local Hélder regularity of a continuous nowhere differentiable
process at each point can be measured by its pointwise Holder exponent. Let us recall
the definition of this exponent; denote by X = {X(t)};c[0,1) a stochastic process with
continuous and nowhere differentiable trajectories; the pointwise Holder exponent
of X, is the stochastic process denoted by {px(t)}+c[,1] and defined as

: | X(+h) — X(1)|
t) :=supq p: limsup =0y.
px(t) {p nsy P }

It measures the local smoothness of X: the larger is px(t), the more regular is
the process X in a neighborhood of the point ¢. Since several years, a number of
authors have been interested in the statistical problem of the estimation of px ()
starting from the observation of a discretized trajectory of the process X (see for
example [10, 17, 13, 22, 19, 21]). However, it does not always seem to be realistic
to assume that such an observation is available, but only a corrupted version of it;
therefore a natural question one can address is that whether it is still possible to
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estimate px(t). To our knowledge, only a few number of articles in the literature
deal with this problem and it has been studied only in a setting which basically
remains to be that of Gaussian stationary increments processes; typically when the
hidden process X is a fractional Brownian motion (fBm for short) [37, 52|. In such
a setting the hidden pointwise Holder exponent of X has a rather simple structure
since it cannot evolve with time; recall that for a fBm {Ba(t)}c[,1) with Hurst
parameter « € (0,1), one has with probability 1, for each ¢t € [0,1], pp, (t) = .
The goal of this chapter, is to study the statistical problem of the estimation of
a hidden pointwise Holder exponent in a new setting where this exponent has a
rather complex structure since it is allowed to evolve over time. More precisely
we assume that the corresponding hidden process X is a multifractional Brownian
motion (mBm for short). As we have already pointed out in the previous chapter,
mBm {X(#)}4cp,1) With functional parameter H(:) is an extension of fBm. It is
more flexible than fBm since its local Holder regularity can change from one time
to another. More precisely, under the assumption that H(-) is a S-Hoélder function
on [0, 1] with values in (0, ), it has been shown in [51, 18, 6] that almost surely for
all t € [0, 1],

px(t) = H(t).
Let us now describe our statistical setting. Similarly to the previous chapter, we

consider the multifractional stochastic volatility model {Z(¢)}4¢[o,1), defined for each
t €[0,1], as:

Z(t)zzo+/0 B(X (s)) ATV (s), (6.1.1)
where:

e in practice, {Z(t)};g[o,1] denotes the logarithm of the price of the underlying
asset (zp € R is deterministic and known);

o {W(s)}selo,1 is a standard Brownian motion;

e & : R — R is an unknown deterministic function. For all z € R, we set

f(z) = (®(x))>. (6.1.2)

We assume that f € ngl(]R) (see (5.1.3)). This means that f is two times
continuously differentiable on the real line and there exist two constants ¢, K >

0 (which a priori depend on f) such that for all z € R,

2

S 1) < e (1 +[2]5).

k=0

Moreover, We assume that f’, the first derivative of f, vanishes only on a
Lebesgue negligible set, that is £L({z € R : f/(z) = 0}) = 0, £ being the

Lebesgue measure on R.
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o {X(5)}sepo,1) denotes a multifractional Brownian motion (mBm) of functional
parameter H(-). We assume that {X(s)}s¢[o,1 is independent on the Brow-
nian motion {W(s)}sejo,1)- We assume furthermore that H(:) is two times
continuously differentiable on [0,1] i.e. H(-) € C?([0,1]). Let us also point
out that, unless we mention the contrary, the function H(-) is allowed to take
its values on the whole open interval (0, 1).

It is worth noticing that, there is a considerable loss of information when one ob-
serves {Z(t)}iepo,1) instead of {X(t)}ieo1): indeed, when H(-) is with values in
(1/2,1), contrarily to X, the pointwise Hélder exponent of Z remains constant since
it is, at each time, almost surely equal to 1/2 (see Theorem 4.2.2). Yet we will show
that, in spite of this considerable loss of information, it is still possible, starting from
the observation of a discretized trajectory of Z, to estimate H(tg), the pointwise
Holder exponent of X, at each time tg € (0,1) 1.

Before ending this introduction, let us recall that stochastic volatility models
of the type (6.1.1), have been already considered by Gloter and Hoffmann [36,
35| in the case where X is fBm, and also by Rosenbaum [52| in a more general
case where X can nicely be expressed in terms of a Gaussian stationary increment
process. In [36, 35|, Gloter and Hoffmann were not interested in the problem of
the estimation of pointwise Holder exponents, which they suppose to be known. In
[52], Rosenbaum was interested in the same problem as us; he constructed wavelet
estimators of hidden pointwise Holder exponents which converge in probability at the
optimal minimax rate. Here, we have preferred to adopt a rather different estimation
strategy from him, in order to be able to construct, under some conditions, a strongly
consistent and asymptotically normal estimator.

6.2 Statement of the main results

We suppose to have observed the sample,

(0. 2(8). 2(2) (). 20}

where n denotes an integer large enough and where Z is defined by (6.1.1). Our goal

is to propose a method allowing to estimate, starting from the latter observation,
the pointwise Holder exponent H(to) of the hidden mBm {X(s)}sc[,1) at an arbi-
trary fixed point ¢y € (0,1). To this end, we use a localized generalized quadratic
variations method which is reminiscent to that of the previous chapter. Before s-
tating our main results, we need to briefly fix some notations which will extensively
be used in all the sequel.

e As usual, a = (ag,...,ap) is an arbitrary finite fixed sequence of RPT! with

!Observe that, we restrict to the open interval (0, 1), in order to avoid the border effect.
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M (a) vanishing moments, that is,

P P
Z klaj =0,forall 1 =0,...,M(a) — 1 and Z EM@g, £ 0. (6.2.1)
k=0 k=0

As a consequence, one has for any [ € {0,...,2M(a) — 1},

S arap(k—K) =o0. (6.2.2)

k=0 k'=0

Observe that one always has p > M (a). Throughout this chapter, we assume
that M(a) > 2.

e For all integer N > p + 1, we denote by vy (tp) the set of indices defined as,
v (to) = {z €{0,...,N—p—1}: [i/N —to| < v(N)}, (6.2.3)

where v(-) is an arbitrary fixed function defined on [3,+00), with val-
1

ues in (0,1] which satisfies for each integer N > 3, v(N) > N~ and
theN’N%Jroo NU(N) = +00.
e For all integer N > p+ 1 we set
Ny, = card(vn(to)); (6.2.4)
observe that
Ny, € {[2Nv(N)], 2Nv(N)] + 1}, (6.2.5)
where [] is the integer part function.
e We denote by {Y(s)}sc[0,1) the process defined for each s € [0, 1], as,
Y(s) = f(X(s)): (6.2.6)

recall that {X(s)}sep,1) is the hidden mBm and the deterministic function f
has been introduced in (6.1.2).

e For all integer N > p+1andi € {0,..., N—p—1} the generalized increments
Aa?@ ~ and Aayi, ~ are defined as,

p
AYin =) apYitkn (6.2.7)
k=0
and
— p —
AQXZ',N = ZakXi+k,N- (6.2.8)
k=0
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Recall that ?i—l-k,N and YHk,N are respectively the average values of the

processes Y and X, on the interval [(i + k)/N, (i + k + 1)/N],
. (i+k+1)/N
Yi+k’N =N Y(S) ds
(i+k)/N
and
_ (i+k1)/N
XivkN =N X(s)ds.
(i+k) /N

that is,

(6.2.9)

(6.2.10)

e The Y, n's are hidden; yet, in view of Lemma 7.4.2 (see also the previous

chapter), when N is of the form,

(6.2.11)

B € (0,1) being a fixed parameter, ?i’ N, can be approximated by ﬁn defined

as,
Jit1—Ji—1

Vo= N S (2(Gi+k+1)/m) = 2(Gio+ R/m) )

k=0

where j; := [in/Ny].

e At last, for all n big enough and all i € {0,...,N,, — p — 1} the generalized

increment A,Y; ,, is defined as,
AN p AN
AaYi,n = Z akYVi—s—k,n-
k=0

The main results of this chapter are the following three theorems.

Theorem 6.2.1 Assume that v satisfies the following 8 conditions:

(i) Ynen nss (WIN)N) 2 < +oo;

(ii) for all integer N big enough, one has,

v(N)=o0 ((logN)A) ,

which means that log(N)v(N) ——— 0;
N—+o00

(iii) there exists B € (0,1/6] and ¢ > 0 such that lim,_, 4 ‘;((N]V?:))

N, has been defined in (6.2.11).

For all integer n large enough, one sets,

Valt) = > (Aaﬁ-,n)2 :

1€VN, (t())

© 2011 Tous droits réservés.
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and ) Vi (to)

Hyps==(14811 “og, (%) 6.2.13

s =5 (145 om0 + 57 0m ((2U0)), (629

Then, one has,
- a.s.
Hp o, ———— H(to)-

Theorem 6.2.2 Assume that v satisfies condition (ii), as well as condition (ii7)
for some 8 € (0,1/3). Also assume that Hy, 4, 5 is as in (6.2.13). Then, one has,

~

P
Hnath n—+o0 H<t0)7

where the sumbol > means that the convergence holds in probability.

Theorem 6.2.3 Assume that H(ty) € (1/2,1); also assume that v satisfies condi-
tion (iit) for some € (0,1/4), and the following condition:

(iv) one has
logN =0 ((NU(N))1/2> )

morever there exists n > 0, such that,
W(N) =0 (N*l/Z(log(N))”> :

the notation v(N) = O (N_I/Z(log(N))n) means that there is a constant ¢ >
0, such that for all integer N > 3, one has v(N) < cN_l/z(log(N))n.

Let ﬁn,to,,@ be as in (6.2.13). Then,

1/2 (5
(0(Na)Na) Y <Hn,toﬁ - H(t0)> ,
converges in distribution to a centered Gaussian variable, when n goes to infinity.

Before ending this section, observe that for all fixed parameter o > 1, the function
x +— (log(z)) ™ is a natural example of a function v satisfying conditions (), (i7) and
(1) (for any 8 € (0,1)). Another natural example is given by the function z +— x~7,
where v € (0,1/2) is a fixed parameter; also notice that the latter function satisfies
(i), (¢i7) (for any S € (0,1)) and (iv), when v € [1/2,1). Last but not least, let us
point out that, for all fixed parameter n > 1/2, the function =z — x*1/2(log(w))n,
satisfies (), (4i), (4i7) (for any B € (0,1)) and (iv).

6.3 Estimation when the 71', N’s are known

The main goal of this section is to construct, starting from the Y; y’s (see (6.2.9)),
a consistent estimator of H(tp), the pointwise Holder exponent of the mBm
{X(5)}sejo,1) at an arbitrary point o € (0,1). The main results of this section
are the following two theorems.
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Theorem 6.3.1 Assume that v satisfies conditions (i) and (ii) in Theorem 6.2.1,

and also that there is ¢ > 0 such that imyen, N— 400 % =c. Set

Vi) = 3 (Aa¥in) (6.3.1)

’iEVN(tQ)

and

o 1 Via(to)
Hyp =35 (1 + logy(c) + logy (VQN,l(to)>>' (6.3.2)

Then
qY % 5 H(t).
Nito N—+4o00 ( 0)
Theorem 6.3.2 Assume that v satisfies condition (ii) in Theorem 6.2.1, and also
that there is ¢ > 0 such that imyen, N— 400 YCN) _ o Let ﬁ](\})to be as in (6.53.2).

v(N)
Then " .
aY T s H(t).
Nito N oo (tO)

The proof of Theorem 6.3.1 mainly relies on the following proposition.

Proposition 6.3.3 Let C,, : (0,1) — (0,400) be the function defined for all o €
(0,1) as,

- 1— D ikn 2
/( cosn)| Sk axe™|” (6.3.3)
R

Cala) =2 [7|20-+8
Then, assuming that v satisfies conditions (i) and (it) in Theorem 6.2.1, one has,
— 2
Sienn (8Xin)
2C,(H (to))v(N)N1=2H(to) N-oc
Observe that, in view of (5.2.15) and (6.3.3), one has, for all s € [0, 1],
Ca(H(s)) = C(s).

The proof of Theorem 6.3.2 mainly relies on the following proposition.

Proposition 6.3.4 Let C, be as in (6.3.3). Then, assuming that v satisfies condi-
tion (ii) in Theorem 6.2.1, one has,

— 2
Ziel/N(to) <AG—X’L7N) P
2C, (H (to))v(N)N1=2H(to) N—+oo

In order to prove Propositions 6.3.3 and 6.3.4, we need several preliminary results.

1.

Lemma 6.3.5 There is a constant ¢ > 0 such that for all integer N > p+ 1, one
has

E( Z (AGYLN)Q_ Z Var(AaXi,N)>4§c<Var< Z (AaXi,N)2>>2-

iEVN(to) iGI/N(to) iGI/N(to)

(6.3.4)
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Proof of Lemma 6.3.5. Let M = (M;;)n, xn,, denote the covariance matrix of
the centered Gaussian vector {Aayi,N}iGVN(to)7 ie.

My =E (AXinAaXjn ) (6.3.5)

The sequence of the eigenvalues of M is denoted by {Xl N }iewy (t); Observe that they
are strictly positive real numbers. Let P be the orthogonal matrix such that

D := Diag(\iy) = P'MP. (6.3.6)
For all i € vn(to), we set,
ein = (\in) V2 Z PiNg X N (6.3.7)
kEVN(tQ)

Then {&; N }icuy (1) 18 @ sequence of independent standard Gaussian variables; indeed
on has,

E(en) = i)™ Y PuE (AXkw) =0, (6.3.8)
kEVN(t())

Var(ein) = ()\i,N)fl Z P, P E (Aayk,NAayk;’,N> =0
k& €vn (to)

= ()™ Z Pyi Pri My
k,k/EZIN(tQ)

= (Ain) " 'Dy
— 1, (6.3.9)

and for any i # j,

E(sinein) = Qindin) ™ Y PuPuMy
k,k'evn (to)

(Nin i) "2 Dy
= 0. (6.3.10)

It follows from (6.3.6) and (6.3.7) that,

(AKX Y Var(AXin) = Y. Ninl(ely—1).  (6.3.11)

i€evn(to) i€vn(to) i€vn (to)

Let us denote by € an arbitrary standard Gaussian random variable. Using (6.3.11)
as well as the fact that {&; n }icyy (1) 15 @ sequence of independent standard Gaussian
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variables, one obtains that

E( Y (AXin)?= Y Var(AaYi,N)f

i€vp (to) i€vn (to)
4
—E( > Ay 1)
iEI/N(t())

= > Aiy, N Aig, N Aig, N Aig, NE ((5?17]\, —1)(ef, v — D, v — V(Ed, N — 1))

11,42,43,14€VN (to)

= Z )\?,NE (512,N -+ Z A?,N/\?,NE ((512,N - 1)2(5?,1\7 - 1)2)

i€vn (to) i,j€vnN (to),i7#]
= 3 MNEE-D Y Ay (EEy - 1By - 1)?)
i€vn (to) 1,J€VN (to),i#£]

:M 4 2 _1)2 2
(B 1) it (B )

+ Z )\?,N)\JQ',N (E (512,N —1)°E (5?,N - 1)2)

’L',jEl/N(to),i#j

< C( Z /\?,NE (Q%N - 1)2>2

i€vn (to)

:c<Var( 3

icvn (to)

BFw?) )

where ) .
E -1

(E (€2 — 1)2)
Thus we obtain (6.3.4). Observe that to derive the previous inequality, we have used

the fact that for any i1, 4s,43,14 € VN(tO), if i1 =9 = i3 = g4,

E((e2x = D(En — DEhy - Dk = 1) =E( y - DY

if there are k, k" € {1,2,3,4}, k # k' such that two indices of iy, 49,143,174 € vn(to)
equal to 7 and the two others equal to i,

E((e2 x5~ Dy~ DGy - DEhy = 1) =E (€ x - DX n - 12);
if else,
E (25— Dk — Dy — Dy — 1) =0.

O

The following lemma is a more or less classical result whose proof is given in
Appendix (see in Appendix the proof of Lemma 5.3.4).
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Lemma 6.3.6 Let (Z1,Z>) be an arbitrary centered 2-D Gaussian vector such that
Var(Z1) = Var(Z2) = 7. Then one has,

E ((2122)2 - 72) = 2(Cou(Z1, Z»))?.

A careful inspection of the proof of Proposition 5.3.6 (see Appendix), shows that
the following lemma holds even in the case where M(a) = 2.

Lemma 6.3.7 Assume that v satisfies condition (ii) in Theorem 6.2.1 and M (a) >
2, then there is a constant ¢ > 0 such that for all N > p+1 and for alli,j € vn(to),
one has,

N—H(/N)~H(j/N) >

Cov(Aa XN, AuX <(
‘ 01)( axi,N a J7N)‘—c 1+|Z—]|

Lemma 6.3.8 Assume that v satisfies conditions (i) and (ii) in Theorem 6.2.1.
Then, we have

ZiEVN (to) (Aayi,N)Q a.s.
ZieuN(to) Var(AgXiN) N—-+oo

1.

Proof of Lemma 6.3.8. First observe that by using the fact that
Var( 3 (AGE,NP) = cov<(Aax,N)2, (Aayj,w)
icvn (to) i,j€vn (to)
and by using Lemma 6.3.6 (in which we take Z; = f%, Zy = \/A%JNN and
T=1), we get

Var( Z (AGY@NV)

icvn(to)
v B 2 B 2 ~ 2
= > (E(AXinAKN) —E(AXn)E (AKX )
i,jEVN(to)
- - AT NAK, 2
- ¥ var(AaXi,N)var(Aan,N)@( BN ol SN ) - 1>
i,j€vn (to) \/Var AL X; N)Var(Aan N)
AoX Ao X 2
Z Var(A,X; ny)Var(A, X n) <Cov< N 5N ))
i,jevn (to) \/A XinN \/A XN
=2 Y (Cov(Aafi,N,Aaij)) : (6.3.12)
i,jGI/N(to)

Then it follows from (6.3.12) and Lemma 6.3.7 that there is a constant ¢; > 0 such
that for all N > p+1,

N—2(H(i/N)+H(j/N))

Var( 3y (AQYLNV)gcl 3 e (6.3.13)

ievn (to) i,jevn (to)
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On the other hand, since H € C2([0,1]), there is a constant ¢ > 0 such that for
any s, s’ € [0,1],
|H(s) — H(s")| < ca|s — §|. (6.3.14)
Thus, it follows from (6.2.3) that for all N > p+ 1 and i € vy(to),
NH(to)fH(’L'/N) S N|H(t0)fH(Z/N)| S NCQ|t07’L'/N‘ S NCQ’U(N) S cs, (6315)
c2v(N)log N

where c3 = supyen n>3€ is finite thanks to condition (ii) (see Theo-
rem 6.2.1). Also (6.3.14) and (6.2.3) imply that

NHE)—HG/N) > n—IH({to)=H(/N)| > p—e2v(N) > c, (6.3.16)
where ¢ = infyen, N>3 e—c2v(N)log N i strictly positive thanks to condition (i)
(see Theorem 6.2.1). It follows from (6.3.13), (6.3.15), (6.2.4), (6.2.5) that for all
N >p+1,

— _ . N\ —2
Var( Z (AaXi,N>2) < ¢y N~*H(to) Z (1+1i—j4])
’iGl/N(to) 7::jEVN(tO)
S C5N—4H(t0)Nt0
< gNITHH 0y (N), (6.3.17)

where the constants ¢y, c5 = 2¢4 Z;“OOZ 2 and ¢ do not depend on N. Thus using
Markov’s inequality, (6.3.4) and (6.3.17), one obtains that, for any n > 0,

P ‘ zGVN(tO Aa(yi N)2
Z’LGI/N (to) Var(A X'L N)

S( Z Var(Aayi,N)) 77_4E< Z (Aq Z Var(A )>4

—1’>77>

iEl/N(to) iEZIN(to) ZGIIN(tO
i —4
<Y Var(AXiw)) i e(W))RNESE), (6.3.18)
i€vpn (to)

On the other hand, in view of Lemma 7.2.2 in Appendix, there is constant c¢; > 0
such that one has for all N > p+1and all i € {0,...,N —p— 1},

Var(Ag X n) > ¢z N72HE/N), (6.3.19)

Thus, combining (6.3.19) with (6.3.16), it follows that there exists a constant cg > 0
such that one has for all N big enough at i € vy (tp),

Var(Ag X, ) > cgN~2H(t0), (6.3.20)
Relations (6.3.18) and (6.3.20) imply that, for all N big enough,

<‘ ZG"N(to (A X; N)2
ZZGI/N (to) Var<A X7/ N)
< cacg(cg) "I (w(N)) AN T2, (6.3.21)

—1’>n>
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Then using condition (i) (see Theorem 6.2.1), one obtains that

Z P ’ Licun(to) DaXin)? —1‘ >77) < +o0
N=p+1 Zzeu (to) Var(A XZN '

Therefore by Borel-Cantelli’s Lemma, we get

ZiGlIN(to)(A Y N) a.s.
ZiEVN(tO)Var(A XiN) N—+oo

Lemma 6.3.8 has been proved. [J

1.

Lemma 6.3.9 Assume that v satisfies condition (ii) in Theorem 6.2.1. Then, we

have — 9
ZiEVN (to) (AaXivN) P
ZiEVN (tO) VGT(AGXZ'7N) N—+o00

1.

Proof of Lemma 6.3.9. The lemma follows from (6.3.21) and the assumption that
lmy 400 Nu(N) = +00. O

Lemma 6.3.10 Let {Bp10)(5) }sepo,1) be the fBm with Hurst parameter H(to). For
any integer N > p+1 and any j € {0,..., N—p—1}, define the following generalized

mncrement:
H(to (J+k+1)/
Z i kzo (k)N (®
Then one has,
Var(ABiNY) = Ca(H (to)) N~2H(0) (6.3.23)

where C, is the function introduced in (6.3.3).

Proof of Lemma 6.3.10. It follows from (6.3.22) and Fubini Theorem, that

Var(A, BN (6.3.24)
, [N 1/N p ik » P /
=N / / Z B 1) (7 8)) ( > @B (T + )) dsds'.
k'=0
Recall that, for each s € [0, 1],
et — 1 ~
Bug(s) = [ oz 489, (6.3.25)

where dB is the Fourier transformation of the white noise dW. Relations (6.3.24),
(6.3.25), (6.2.1), the isometry property of the integral [p(-) ) dB and Fubini Theorem,
imply that

p ikE/N 1/N
Var(A,Brg”)) = N2 A ‘2‘5’23’“; ’ (/ Zsﬁds’ de. (6.3.26)
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Moreover, for all £ € R\ {0},
/N _q ‘2 _ 4sin2(g/2N) (1 —cos(¢/N)) (6.327)

1/N 2
s s = =
‘/0 e ds| : e €]

Finally setting in (6.3.26) n = £/N and using (6.3.27), one obtains the lemma. O

Lemma 6.3.11 Assume that v satisfies condition (it) in Theorem 6.2.1. Then,
there exists a constant ¢ > 0 such that for all N big enough, one has,

max {E‘A Xjn — MBI

Jj€vn(to)

} < ¢(v(N) log(N))2N72H(t°). (6.3.28)

Proof of Lemma 6.3.11. Using, triangle inequality, one has,

18X x —AuBj A e < 1A N —A BH(J/N)H TN BH(J/N) A, BH(to ™
(6.3.29)
where
p (j+k+1)/
N) H(j/N
J/ Z BJ""%/N) = NZak / BH(j/N)(S) ds. (6330)
k=0 (j+k)/N

First, let us bound [|A.X; v — ABj HG/N) 12, —E’A XN —AuBj N HG/N)|2 . Recall
that, one has for each s € [0, 1],

ets€ _ 1 R

X(s) = | e 4BE©) (6.3.31)
E [¢]
and »
eZS _ 1 Y
Brny(s) = & [€[HG/NT12 dB(¢), (6.3.32)

where dB is the Fourier transformation of the white noise dW. Relations (6.3.31)
and (6.3.32) imply that,

‘A X, — AB! o/zv)’

YN & k j + k
‘N/ Zak S-l—%) BH(j/N)(S'f'%)) ds‘

1/N p ei(s+(i+k)/N)E _ q ilsH(GHR)/N)E _ 1
N N‘ / ak/ || H (s+( J+k)/N)+1/2 €[HG/N)+1/2 ) dB (5) ds

1/N ' ' B ‘ ‘ ~
=N / /R (kZOaM FUHRINE _1)Je[1 2 (g(s 4 (5 + K)/N.€) — 9(i/N.€)) ) dB(E) ds|,

(6.3.33)

where g is the function defined for each = € [0, 1] and £ € R\{0}, as,

g(x,€) = |¢7H®. (6.3.34)
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Observe that

Opg(w, &) = —H'(x)[¢| " log |¢| = —H'(x)g (=, £) log €] (6.3.35)
and
029(w,€) = ((H'(2))*1og |¢] — H"(2) ) g(,€) log ¢]. (6.3.36)
It is worth noticing that (6.3.34), (6.3.35), (6.3.36) and the fact that
sup (|H'(z)| + |H"(z)]) < oo, (6.3.37)
z€]0,1]

imply that there exists a constant ¢1; > 0 such that for all m € {0,1,2}, z € [0,1]
and £ € R\ {0}, one has,

07 g, €)] < ena (J6]7" + 6177 (1 + | log e]|™). (6.3.38)

where H, = mingp ) H(s) and H* = max,cp ) H(s). It follows from (6 3.33),
Cauchy-Schwarz inequality and the isometry property of the integral fR dB that,

’A XN —ABLY HG/N) |2 (6.3.39)

1N
<N/ /’Za l(s+]+k /N)E — D¢ 1/2( (8+(j+k)/N7f)—g(j/N,f))‘ngds_

Moreover, using for each fixed £ € R\ {0}, a Taylor expansion of order 2 of g(-, &)
at j/N, one has, for all z € [0,1],

9(x,8) = g(/N,&) + (x —j/N)dxg(j/N, &) (6.3.40)
+( —j/N)? /01(1 ~0)979(j/N +0(z — j/N),€) do.
Combining (6.3.39) with (6.3.40) one gets that
(A v — AT < ov y 12V (6.3.41)
where

1/N
=[] \Zak GBI €725 4 k/N)Dg (/N 6| deds

(6.3.42)
and

1/N
Vin = N/ /‘Za Z(S+(J+k)/N —1)|¢” 1/2(s+l<:/N)

1
X /0 (1—0)02g9(j/N + 0(z — j/N), &) do ’ d¢ds.
(6.3.43)
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Let us now give a suitable bound for Uj; y. Relations (6.3.42), (6.2.1) and (6.3.35)
entail that

YN AN (' G/N))? (log [€])°
Ujn < 2N/ / |£|2H (j/N)+1 déds
N /NP (H(/N)) (log €])*
+2N~ / / €ZAG/N déds
2 2

= owee [ (AN + JAEWP) (/) ogle)”

= R |E[2HG/N)+1 ’
(6.3.44)

where A is the trigonometric polynomial defined for n € R as,
P
= ape™ (6.3.45)
k=0

and A’ is its derivative. Observe that all the integrals in (6.3.44) are finite since
’A(n)} = O(min{l, ]n\}) and ‘A'(n)‘ = O(min{l, \77|})7 (6.3.46)

relation (6.3.46) is in fact a consequence of (6.2.1). Setting in (6.3.44) n = £/N and
using (6.3.34), (6.3.35), (6.3.37), (6.3.38) and (6.3.15), it follows that, for all NV big
enough and j € vy (tp),

Uin < 4(H'(j/N))?N-272H0/MN) (105 N)? /R (|A@)> + 1A W) (9Gi/N,m))? dny

FaN-2HO) [ (LA |40 @uata/. )y
< e N-22H(00) (1o N)Q, (6.3.47)

where cj2 > 0 is a constant non depending on N and j. Let us now give a
suitable bound for V; . Relation (6.3.43), the triangle inequality, the inequality
(>h_, bk)2 < (p41) YF_, b7 for all are reals by, . . ., by, and Relation (6.3.38) imply

that,
1/N
Vv < DNyl | iyt [ feierieme g
k=0
‘/ (1—0)02g(j/N + 0(z — j/N), € d9’ de ds
< Ap+1) Bzw / / O HNE 12l (6.3.48)
R

><(15| e 1672 (1 + | log J¢]P)? dg ds;

moreover, one has,

e = swp /R €€ — 1|1l (I~ + [€]77)* (1 + | log |¢]| ) * d€ < oo, (6.3.49)
z€|0,
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since

x> /R |6 1€ 7117 + 1672 (1 + |log [€]]%)? ag,

is a continuous function on the compact interval [0,1]. Next, combining (6.3.48)
with (6.3.49), one obtains that for all N big enough and j € vy(to),

Vin <cuaN™4 (6.3.50)

where c14 > 0 is a constant non depending on N and j. Next, it follows from
(6.3.41), (6.3.47) and (6.3.50) that, for all N big enough and j € vy (to),

=H(/N) ‘2

E|AX;N — AuBj N < e1sN~272H0) (1o0g N)?, (6.3.51)

where c¢15 > 0 is a constant non depending on N and j. Now let us bound
(i _ — (i _ 2

18BN - ABI |2, = B ‘Aanjgf/N) - Aan]S*O)] . Relations (6.3.32) and

(6.3.25) imply that for all N big enough and j € vy (tg), one has,

—H(j/N —=H(t
‘AaBj,Jg/ )*Aa j,]SIO)

(6.3.52)

)

1/N p - ) . R
= N‘/O /R (gak(ez( +(+E)/N)E _ 1)>|§| 1/2(9(]/N,f) B g(to,ﬁ)) dB (&) ds

where ¢ is the function introduced in (6.3.34). It follows from (6.3.52), Cauchy-
Schwarz inequality , the isometry property of the stochastic integral fR(‘) dB, (6.2.1)
and (6.3.45) that,

—H(j/N —H(to) |2
E[a By ™ - AB

(6.3.53)
1/N

SN/ /\A<€/N>\2!f\‘1\g<j/N,s)—g(to,§>\2dfds
0 R

1/N
:N/O /R’A(n)|2|77|_1‘9(j/1\7,]\77;) ~ g(to, N)|? de ds,

where the last equality results from the change of variable n = £/N. Next, using,
for each fixed N and n € R\ {0}, a Taylor expansion of g(-, Nn) of order 1 on t, it
follows that,

1
9N N) = g(t0, NO)| = 1i/N = tol| [ dualto + 00 /N —t0), M)

IN

1
o] [ dutta + 0G/N — ta). ) o
(6.3.54)

where the last inequality results from (6.2.3). Now let us bound

1
| [ ougtta+ 60/ ~ to), Noy ae]
0
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First, observe that (6.3.35) and (6.3.34) imply that,

/ ualto +0G/N — to), Nu) do
= /O (log [Nl) (N[~ H 9/ —D) (1 4 003N — t5))) 6
= /Ol(log(N) + log(|n|)) N~ H (o t0G/N=t0)) |y = H (o H0G/N=t0))(— F'(to + 0(j /N — t0))) dO
= /O 1 N~ HE OGN (10g(N)(—H(t + 0(/N — t0)))g(to + 0Gi/N — to), )
+0pg(to + 0(j /N — to), n)) aé. (6.3.55)

Next observe that, similarly to (6.3.15), one can show that there is a constant
c16 > 0, non depending on N, j and tg, such that

N—H(to+0(/N=to)) _  pn—H(to) prH(to)—H(to+0(j/N—to))

crgNH (o) (6.3.56)

IN

It follows from (6.3.55), (6.3.56), (6.3.37) and (6.3.38), that for all N > p+1,

1
| [ gt + 60/ = to), Ny 2o
0
< errlog(N)N=HE) (|| =+ 4 |n|="") (1 4 | log[n]|), ~ (6.3.57)

where ¢17 > 0 is a constant non depending on N, j and tg. Thus, (6.3.53), (6.3.54)
and (6.3.57) imply that, for all N big enough, j € vn(to), = € [(j + k)/N,(j + k +
1)/N] and n € R\ {0},

—H(j/N —=H(ty)|? 2
E‘AQB].J(VJ/ " ABI| < eas (0(IV) log(V)) N—2H o), (6.3.58)

where the finite constant
cig = c%/]R [AG) P17 (I~ + 1| 777) (1 + | Log ]| ) dn.

Next, putting together (6.3.29), (6.3.51), (6.3.58) and the inequality v(N) > N~1,
one gets (6.3.28). O

The following remark is a straightforward consequence of Lemma 6.3.10, Lem-
ma 6.3.11 and condition (¢7) in Theorem 6.2.1.

Remark 6.3.1 Assume that v satisfies condition (ii) in Theorem 6.2.1, then there
exist two constants 0 < ¢ < ¢ such that for all N big enough and all j € vn(to),
one has,

dN2H() < Var(A. X n) < cN—2H(to) (6.3.59)
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Lemma 6.3.12 Assume that v satisfies condition (it) in Theorem 6.2.1. Then,
there is a constant ¢ > 0, such that for all N big enough, one has,

max MM — 1| < clog(N)v(N). (6.3.60)
Jj€vn (to) Var(AaBj,NO )

Proof of Lemma 6.3.12. One has,

Var(A, YJ N) |- 1A, YLNH%Q

Bt D
Var(A,BLy") HA B2,

180X 5 n172 — HAB 12,
18BN 12,

18X w2 = [1ABjy HLQ»(HA Xl + 18BN lI12)
1AB |2,
18Xy — ALY 2 (12 Tonler + 150 BIN|12)
18BN |12, '

Then the lemma follows from Lemma 6.3.10, Lemma 6.3.11 and Remark 6.3.1. [J

Lemma 6.3.13 Assume that v satisfies condition (ii) in Theorem 6.2.1 and let c
be the constant introduced in Lemma 6.3.12. Then, for all N big enough, one has,

’ D icun(t) Var(AaXn)
Ht
Y eon ) Var(ABI ")

. 1‘ < clog(N)v(N). (6.3.61)

Proof of Lemma 6.3.13. Using the triangle inequality and (6.3.60) one has,

ZjeuN(to) Var(Aq YJ N) 1’
ZjEZ/ (t )Var(A BH(tO))
—H(t
- ‘ ZjEl’N(to) Var(AaXjv) - ZJ'EZ’N( to) Var(AaBjJS[O)) ‘
B ¢
> eun (i) Var(AaBiN")

= 1 ~ —H(t
g( 3 Var(AaijVO))) 3 Var(AuXn) — Var(AByy")]
jGVN(t()) jGVN(t())
1 _ A X
( Z Var(A B]N))) Z Var(Aango))‘—var( 71{]&1\5)) — ‘
]EI/N(to) jEVN(to) Va‘r(AaBj,N )

< clog(N)v(N).
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Now we are in position to show that Propositions 6.3.3 and 6.3.4 hold; we will
only give the proof of Proposition 6.3.3, since that of Proposition 6.3.4 is quite

similar.
Proof of Proposition 6.3.3. One has,
(AN
Lievn(t) (BaXiN)” (6.3.62)
U(N)N1—2H(to)
ff(to)

ZiEVN(to) (Aayziv)z ) ZiEVN(to) var(AaYin) ) (ZiEI/N (to) Var(A(lEZ,N ))
ZiEVN(t()) var(AaX’i,N) ZiGVN(tO) Var(AQEf]S;O)) U(N)Nl_zH(tO)
Moreover, Lemma 6.3.10 and (6.2.4) imply that,

3 Var(ABIN") = Ny Ca(H(to)) N2 (00), (6.3.63)

1EVN (to)

and (6.2.5) entails that,

Ny
lim oy =1 3.64
Novtos 2NU(N) 7 (6.3.64)
Thus, combining (6.3.63) with (6.3.64), one gets,
- (o)
Dicun(to) Var(BaBi N ) ~
v(N)N1-2H(to) o 2CalH{(to)), (6.3.65)

Finally, Proposition 6.3.3 results from (6.3.62), Lemma 6.3.8, Lemma 6.3.13 and
(6.3.65).0

The following remark easily results from Proposition 6.3.4 and from Lem-
ma 6.3.14 below.

Remark 6.3.2 Let C, be as in (6.3.3). Then, assuming that v satisfies condition
(ii) in Theorem 6.2.1, one has,

2C. (H (to))v(N)NL-2H(t)

ZieVN(to) (AQY@N)Q N—+o00

Lemma 6.3.14 Let (By); be a sequence of random variables with values in (0, +00)
which converges in probability to a deterministic quantity b € (0,400). Let g be
a deterministic real-valued function defined on (0,+00) which is continuous at b.
Then, the sequence of random variables (Q(Bl))l converges in probability to g(b).

Lemma 6.3.14 is a well-known result whose proof is straightforward, this is why
it has been omitted.

Lemma 6.3.15 For any integer N > p+ 1, one set

Vwalto) = (F(X(10) 3 (AXin)? (6.3.66)

iEI/N(t())
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and

Vialto) = Y (FXG/N)) (8Xin) (6.3.67)

i€vn (to)

Then, for all arbitrarily small € > 0, there is an almost surely finite and strictly
positive random variable C' > 0, such that one has, almost surely, for all N > p+1,

Vns(to)
Vv 2(to)

1) < C(v(N)) " ®)E, (6.3.68)

Proof of Lemma 6.3.15. It is clear that

valto) = Viatto) + 30 (2w = (£O0(o) ) (AnTon
e (6.3.69)
Since f € CgOZ(R), there exist ¢1, K > 0 such that, for all x € R,
2
S O@)] < e (1 + |, (6.3.70)
1=0

Using the Mean Value Theorem and the latter inequality, one obtains, almost surely,
that,

|(XGNYY = (FX@))?| = 17 XG/N)) + F (XIS (XG/N)) — /(X (to))]

< Oy sup B @)IX (i/N) = X (to)]
w11 oo, X o]

IN

where Co = 2c1(1+ [ X[[%), O3 = 2c7(1 + [|X[|%)? and [|X[|oo = maxeepo1y [ X (s)];
observe that the positive random variables Cy and C'3 are of finite moment of any
order. Let us now state an important result 2 concerning the path behavior of the
mBm {X(s)}¢[o,1; namely, for all fixed arbitrarily small ¢ > 0, there is a positive
random Cjy of finite moment of any order, only depending on e, H, = min,¢(o 1) H(s)
and H* = max,c[y,1) H(s), such that one has almost surely, for all s,s" € [0,1],

1X(s) — X(s)] < Cy|s — & |max{H(s),H(s)} = (6.3.72)

It follows from (6.3.71), (6.3.72) and the inequalities |i/N — to| < v(N) < 1 that,
almost surely,

|(F1(X(/N))? = (F1(X(t0)))?] < Cs(v(N))H o), (6.3.73)

2This result can be derived from [6], its precise proof is given in [38].

C3|X(i/N) — X (to)], (6.3.71)
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where C5 = C3C}4. Finally, (6.3.66), (6.3.67), (6.3.69) and (6.3.73), imply that

Vialtn) | _ | Sieowtuo (FXGIVD) (BKin?
Vialto) - (F/(X(10)))” Do ro) (DaXin)?

(reeamn) - (71X wo))’
(F/(X(20)))* Licn(to) (BaXin)?
CIN) i 1y (BaXin)?

S et BaXin)?
= C(u(N)),

D icun(to) (AuXin)?

IN

where C' = C5(f"(X (to)))f2 is an almost surely finite and strictly positive random
variable, since, C5 is almost surely finite and strictly positive, f’ does not vanish
except on a Lebesgue negligible set and X (#p) is a non degenerate Gaussian random
variable. [

Lemma 6.3.16 Assume that v satisfies conditions (i) and (ii) in Theorem 6.2.1.
Then, for all arbitrarily small € > 0, there is an almost surely finite and strictly
positive random variable C, such that, one has almost surely for all N > p+1,

Vn(to)

— 1| < N~ H(to)=e) 6.3.74
Vi a(to) - ( )

Recall that Vv 1(to) has been introduced in (6.3.1) and Vy 3(to) in (6.53.67).

Proof of Lemma 6.3.16. In view of (6.3.1), (6.2.7), (6.2.9) and (6.2.6), Vi 1(to)
can be expressed as,

(i+k+1)/N 2
F(X(s)) ds) . (6.3.75)

Vailto) = > (sz:ak/

i€vn (to) k=0 (i+k)/N

A second order Taylor expansion of f(x) on X (i/N) with integral remainder gives

f(X(s)) = fX(@/N))+ fF(X@E/N))( (8) X(i/N))
1
+ (X(s) = X(/N)?* [ (1 =m)fP(X(i/N +n(X(s) - X(i/N)))) dn

0
(6.3.76)
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It follows from (6.3.75), (6.3.76) and (6.2.1), that

V = N? Y e X(i/N "(X(i/N))(X X(i/N

) =8 32 (gk [ OGN+ PRGN = X/
1 2

HX(s) = XGNP [ (1= ) DOEGN +(X() — X(/N)) an) ds )

(i+k+1)/
= Y (FxGm)A. XzN+N§jak / " " (X(5) - X/

’iEVN(tQ)
1
[ =m OGN £ (X(5) = X(6/N))) dnds)”
=Vnslto) +2 Y FXGE/N)AXinen+ Y en, (6.3.77)
icvn (to) icvn (to)
where

i+k+1)/
ezN-Nzak / XGNP [ PRGN AKX /N ) s,

(6.3.78)
Next observe that (6.3.72) and (6.3.15) imply that, for all fixed arbitrarily small
€ > 0, there is a positive random variable C of finite moment of any order such that
one has, almost surely, for each i € vy (to) and for each s € [(i+k)/N, (i+k+1)/N],

X (i/N) — X(s)] < C,N~Hto)=e) (6.3.79)

Moreover (6.3.70) and the fact that the random variable sup,¢jo 1) |X (2)| is with
finite moment of each order, entail that,

[ =l N ) - Xemmlan< e (6350)

where CY is a positive random variable of finite moment of any order, non depending
on N, i and s. Next putting together, (6.3.78), (6.3.79) and (6.3.80), it follows that,
there exists a positive random variable C3 of finite moment of each order, such that
almost surely, for all N > p+ 1 and i € vy (to),

les v < CyN~2Hto)=e) (6.3.81)

On the other hand, Cauchy-Schwarz inequality and (6.3.67) imply that

> FXGNDAK e

i€vn (to)
<( Y veamaga?) (X @)
i€vn (to) i€vn (to)
:(VN,g(tO))1/2< Z e?,N>l/2- (6.3.82)

1EVN (to)
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Putting together (6.3.77), (6.3.82), (6.3.81), (6.3.66), the fact that (f/(X(to)))2
is an almost surely finite random variable, (6.2.4), (6.2.5), Proposition 6.3.3 and
Lemma 6.3.15, one obtains that, almost surely for all N > p + 1,

[V 1(to) — Vnz(to)] <9 ( Dicun (to) e’ N) 12 D icun(to) €N
Vi s(to) B (Vivs(to)) Vi 3(to)
A i) (X )N )V (Valto) v
((F(X (t0)))20(N)N1=21(t0)) /2 (Viva(to)"? Vivs(to)
. (Xicvy €in) " (f'(X(to)))?v(N)N1~2H(t0) " Vi 2(to)
(f/(X(to)))?v(N)N1-2H(to) Vi a(to) Vi 3(to)
< O N~ (H(to)=4e) (6.3.83)

where C' is a positive and almost surely finite random variable non depending on
N. O

In order to be able to give a weaker version of Lemma 6.3.16 which will be useful
in the proof of Theorem 6.3.2, one needs to make some recalls on the notion of
boundedness in probability.

Definition 6.3.1 (a) One says that a sequence (Uy,),, of real-valued random vari-
ables is bounded in probability if and only if one has,

lim limsup P(|U,| >n) =0. (6.3.84)
NER Y, N—=+00 neN,n—+oo

(b) Let (zy)n be a sequence of strictly positive reals and let (Vy,)n be a sequence of
positive random variables. The notation:

Vn = Op(l‘n),

means that the sequence (a:;

1Vn)n s bounded in probability.

Remark 6.3.3 (a) Let (Uy)y be a sequence of real-valued random variables which
converges in probability to some real-valued random variable U, then the se-
quence (Up,)y, is bounded in probability.

(b) Let (Ky)n and (Ly), be two sequences of real-valued random variables which
are bounded in probability, then the sequence (K Ly)y is bounded in probability.

(c) Let (Kp)n and (Ly), be two sequences of real-valued random variables. Assume
(Ky)n converges in probability to 0 and that (Ly)y, ts bounded in probability,
then the sequence of random variables (K, Ly ), converges in probability to 0.

(d) Let (Uy,)n be a sequence of real-valued random variables which is bounded in
probability, let V be a real-valued random variable; then the sequence of random
variables (VUn)n 1s bounded in probability.
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(e) Let (Uyn)n be a sequence of real-valued random variables which converges in
probability to some real valued random variable U, let V' be a real-valued ran-
dom wvariable; then the sequence of random wvariables (VUn)n converges in
probability to the random VU .

Remark 6.3.3 will play a crucial role in the sequel; the results in it are known,
yet we will give their proofs for the sake of completness.
Proof of Remark 6.3.3. Let us first show that Part (a) holds. One has for all
strictly positive real n > 0 and all n,

P(|Un| >n) <P(|Un —U| > n/2) +P(|U| > 1n/2).

Therefore
limsup P(|U,| > n) < P(|U| > n/2),

n—-+o0o

then, using the fact that lim,_, o P(|U| > n/2) = 0, it follows that

lim limsupP(|U,| > n) = 0.

N—=+00 ntoo

Part (b) easily follows from the inequality, for all real > 0 and integer n,
P(|KnHLn| > 77) < P(|Kn| > 771/2) +P(|Ln‘ > 771/2)‘

Let us now prove that Part (¢) holds. As previously,  denotes an arbitrary strictly
positive real number. One has for all n,

P(|KnHLn’ > 77) < P ({|Kn||Ln| > 77} N {|Kn| < 772}) +P(|Kn‘ > 772)
< P(|ILal > n7") + P(Ka| > n?). (6.3.85)

On the other hand, in view of (6.3.84), for all fixed arbitrarily € > 0, there exists
no € (0, 1) such that for n € (0,70], one has,
limsupP(|L,| >n7") <e. (6.3.86)

n—-4o00

Next, Putting together, (6.3.85), (6.3.86) and the fact that
lim P(|K,| >n®) =0,

n—-+o0o

one obtains that for all n € (0, no],
limsup P(|Kp[|Ly| > 1) < e. (6.3.87)

n—+o00
Notice that (6.3.87) remains valid in the case where 1 > 1), since one has in this
case P(|Ky||Ly| > 1) < P(|Kn||Ln| > mo) for all n; therefore (6.3.87) implies that
for all real n > 0,
lim ]P)(|KnHLn‘ > 77) =0,

n—-+0o0
which proves that Part (c) holds. Finally, observe that Part (d) easily follows from
(b), and that Part (e) easily results from Part (¢). O
Now we are in position to give the weaker version of Lemma 6.3.16.
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Lemma 6.3.17 Assume that v satisfies conditions (ii) in Theorem 6.2.1. Then,
one has, for all arbitrarily small € > 0,

Vni(to)
V,3(to)

Recall that Vv 1(to) has been introduced in (6.3.1) and Vy 3(to) in (6.5.67).

- 1‘ = Op(N~(H{t0)=2)y (6.3.88)

Proof of Lemma 6.3.17. The proof is quite similar to that of Lemma 6.3.16
except that in the arguments leading to (6.3.83),

(f"(X (to)))?v(N)N1—2H o)
Vv 2(to)

- Oa.s. (1)7

has to be replaced by

/ 2y 1-2H (to)
(f (X(tO))xz'N 2((];;))]\7 = Op(1); (6.3.89)

thus we obtain the following weaker version of Relation (6.3.83):

VN (to)
Vn3(to)

_ 1‘ = Op(N~(H(to)=1e)y

Before ending our proof, let us notice (6.3.89) is straightforward consequence of
Remark 6.3.2 and of (6.3.66). OJ

The following remark is a straightforward consequence of Proposition 6.3.3, Lem-
ma 6.3.15 and Lemma 6.3.16

Remark 6.3.4 Assume that v satisfies conditions (i) and (ii) in Theorem 6.2.1,
then one has,

Vi 1(to) s,
20, (H (to))(f'(X (to)))2v(N)N1=2H(t0) N—++oo

1. (6.3.90)

The following remark is a straightforward consequence of Proposition 6.3.4, Lem-
ma 6.3.15 and Lemma 6.3.17

Remark 6.3.5 Assume that v satisfies condition (ii) in Theorem 6.2.1, then one
has,
Vni(to) P
2Ca(H (1)) (f'(X (t0)))20(N)N1-2H(t0) Nsoo

1. (6.3.91)

Now we are in position to prove Theorem 6.3.1 and Theorem 6.3.2.
Proof of Theorem 6.3.1. Let g : (0, +00) — R, be the continuous function defined
for all x € (0,400), as:

g(x) = (1 + logs(c) + logQ(a:)), (6.3.92)

N
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where ¢ > 0 is such that,
) v(2N)
= 1 . 3.
¢ NeN,}\Ingroo v(N) (6.:3.93)
Observe that, in view of (6.3.2), one has for all N > p+ 1,
= Vn1(to)
qay = < : 6.3.94
Nito =9 Van1(to) ( )
On the other hand (6.3.90) and (6.3.93) imply that,
Vivallo) _as | —150H(0)-1, (6.3.95)

V2N71(t0) N——+oo

Thus combining (6.3.94) with (6.3.95), one obtains that,
) as —162H(to)—1) _
Nto m g(C 2 (to) ) = H(tﬂ)

O
Proof of Theorem 6.3.2. Observe that (6.3.91) and (6.3.93) imply that,

VN,I(tO) P 0_122H(t0)_1' (6396)
Van,1(to) N—+oo

Thus, combining (6.3.94) with (6.3.96), one obtains in view of Lemma 6.3.14,
73(1) P —162H (to)—1\ _
HN,t() mg(c 2 0 ) —H(to)

O

6.4 Estimation when the 71-, N’s are unknown

The main goal of this section is to show that Theorem 6.2.1 and Theorem 6.2.2 hold.
The proofs respectively rely on Proposition 6.4.1 and Proposition 6.4.2 below.

Proposition 6.4.1 For all integer n, let N, be the integer (depending on a pa-

rameter B € (0,1)) which was defined in (6.2.11). Then, assuming that v satisfies

conditions (i) and (ii) in Theorem 6.2.1, for all B < Wlo)-ﬂ’ one has,

Vn(to) a.s.
25a(H<t0)) (f/(X(tO)))2?)<Nn)N%_2H(tO) n—r+00

where Vi, (to) was introduced in (6.2.12).

1. (6.4.1)

Proof of Proposition 6.4.1. First notice that Vi, 1(fo) is defined by (6.3.1) in
which N is replaced by N,. Let n > 0 be arbitrary and fixed, it follows from the
Markov’s inequality that, for all n big enough,

P ((o(Na) NA=200) 217 (10) /2 = Vi, 1 (t0) %] > )

_ —2 2 4
< (0(Ng)) TN EHHEOR [V, (1) [V = [Viv, 1 (t0) V2]
(6.4.2)
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moreover, by using (6.2.12), (6.3.1), the triangle inequality, the inequality
(i, b;c)2 < (g+1)>%_, b2 for all integer ¢ > 0 and all reals by, ..., by, (6.2.4)
and (6.2.5), we get,

[[Va(to) "2 = Vi, 1 (t0)] 2" < < 2 éa’f‘fﬁ’“")Z)Q

7;61/1\777 (to) k=0

<orr( X (Sateti)

i€vN, (to) k=0

AN Y (D)

iEl/Nn (t()) k=0

<4lp+1°Noo(Nn) Y Za A (6.4.3)

i€VN,, (to) k=0

where we have set &y, = Ai+k7n —YiiknN,. Next, (6.2.11) and Part (i) of Lem-
ma 7.4.2 (notice that m,, = [n/N,]) imply that there are two constants ¢; > 0 and
ca > 0 such that, for all n big enough and all ¢ € {0, ..., N,}, one has,

E (6%, < c1([n/Na]) ™2 < con™2079), (6.4.4)

where [-] denotes the integer part function. Next, it follows from (6.4.2), (6.4.3),
(6.4.4), (6.2.4), (6.2.5) and (6.2.11) that, there is a constant c¢3 > 0, non depending
on n and 7, such that one has for each n big enough,

IP’(( (N, )Nl 2H( to) 1/2HV ’1/2_’VNn,l(t0 1/2‘ >77)

<4~ p+ 1) (u(Ny,)) TN, )Y ZakE A k)
i€vn,, (to) k=0

< 0377*4]\[31‘1(750)71*2(1*5) < an*4n(4H(t0)+2)ﬁ*2' (6.4.5)
Next, using the assumption that (4H (ty) + 2)8 < 1, it follows from (6.4.5) that,

ZP( Nl 2H(t0)) 1/2\|Vn(to)|1/2 _ |VNﬂ,,1(to)|1/2! > 77) < o0;

therefore, Borel-Cantelli’s Lemma entails that

(0 (N) N2 H00) T2V (80) 12 = Vi, 1 (b0)[ /2] =22 0. (6.4.6)
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On the other hand, one has,

Valto)'? 1‘ _ [Valto)[V? — [Viv, 1 (t0)['/?]

[V,.1(to)[1/2 [V,,1(to)[}/2
HV t0)| V2 — |Viv, 1 (t0)] |
(20 ( )1/2|f/ t(] ’(U(Nn))l/QNl/QfH(to)
(20 (H )1/2”/ }(U(Nn))l/QNﬁ/%H(to)

|‘?Vn, (to)\l/2
(6.4.7)

Finally, putting together, (6.4.7), (6.4.6) and (6.3.90), one obtains

Vn (tO) a.s.
VNn,l (to) n—-+oo

then using Remark 6.3.4 and Lemma 6.4.1, one gets the lemma. [

Proposition 6.4.2 For all integer n, let Ny, be the integer (depending on a param-
eter B € (0,1)) which was defined in (6.2. 11) Assume that v satisfies condition (i7)

in Theorem 6.2.1, then for all 0 < § < the sequence

“‘E‘jliv

( Valto) )
2Ca(H (1)) (£/(X (t0))) "w(Na) Na 21 ] -

is bounded in probability. Moreover, when 0 < 8 < W

Fo) T then one has,

Va(to) b
QGG(H(tO))(f/(X(tO)))2U(Nn)N7172H(tO) "t o0

1. (6.4.8)

where the symbol "By 11 means that the convergence to 1 holds in probability.

Proof of Proposition 6.4.2: Relation (6.4.5) implies that the sequence of
random variables

(o) N2 217 1) 72 = Vi, 1 20) 2]

is bounded in probablhty when § < (7 and that it converges in probability to

)+1

0 when g8 < W. Next, it follows Parts (d) and (e) of Remark 6.3.3, in which
one takes

Un = (o(No) N 2H00) 2 Vo t0) 172 = Vi, a(t0) 2,
and

v = (2Cu() |7 X w)])
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that the sequence of random variables

< an(tO)’l/2 ’VN 1 t0)|1/2‘ )
(2Ca(H (1)) /(X (t0)) | (v(,)) N/ 21D |

is bounded in probability when § < % and that it converges in probability to

)+
0 when g8 < 2H( 571+ On the other hand observe that (6.3.91) and Lemma 6.3.14

(in which one takes g( ) = 2~ 1), imply that the sequence of random variables,

(QQ(HW)” *| /(X ()| (o) N 2_H(t0)>

[Vi,,1(t0)| /2

is bounded in probability. Combining the latter two facts with (6.4.7) and Parts (b)
and (c) of Remark 6.3.3, it follows that the sequence of random variables,

[V,.,1(t0) [/ n’

is bounded in probability when 8 < ﬁ and that it converges in probability to

to)+1
0 when 8 < m This implies that the sequence of random variables,

Vv, 1 (o) [1/2 .
is bounded in probability when £ <
with the equality:

m. Next combining the latter two facts

1/2 1/2
‘_‘ [Va(to)]| 1) o | a7 )
Vi, 1 (to)]/2 Vv, 1 (to)[1/2

and with Parts (b) and (c¢) of Remark 6.3.3, it follows that the sequence of random

variables,
< Va(to) 1)
Vi, 1(to) n

is bounded in probability when 8 < and that it converges in probability to

1
2H (t0)+1
0 when 6 < m Finally, putting together the latter fact, the equality

Vn(tO) _q
25’a(H(t0)) (fI(X(tO)))QU(Nn)N7%72H(tO)
- (Vn(to) _ 1) Vi, i (t0)
VN, 1(to) 2C,(H (to)) (f/(X(tg)))2U(Nn)N%—2H(to)

VN, (to) -
25’a(H(t0)) (f/(X(to)))QU(Nn)Nﬁsz(to)

_|_
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Relation (6.3.91), and Parts (b) and (c) of Remark 6.3.3, one obtains the proposition.
(]

Now, we are in position to show that Theorem 6.2.1 and Theorem 6.2.2 hold.
Proof of Theorem 6.2.1. First observe that, in view of (6.2.11), one has,
N’rlL*QH(tO)

- _ 9(2H(ty)-1)8
S oo N2 ) 2 ' (6.4.9)
n

Let ¢ > 0 be such that,
lim U(N2").
neN,n—+o0 V(Nn)

c= (6.4.10)
Observe that the fact that H(tp) € (0,1) and 5 € (0,1/6], imply that g < Wlo)-‘r?'
Therefore, we are allowed to use Proposition 6.4.1. Putting together, the latter
proposition, (6.4.9) and (6.4.10), one gets

Valto)  as. —19(2H(to)—1)8
Von(to) n—+oo .

The rest of the proof follows the same lines as that of Theorem 6.3.1. [J
Proof of Theorem 6.2.2. The proof relies on Proposition 6.4.2 and Lemma 6.3.14;
it is similar to that of Theorem 6.2.1. [J

6.5 Asymptotic normality of the estimators

The main goal of this section is to show that Theorem 6.2.3 holds, to this end we
need several preliminary results. The following proposition provides a Central Limit

Theorem for the generalized quadratic variation of mBm, ;. (to)(AaYi, N2

Proposition 6.5.1 Assume that v satisfies the following condition:

(i7”) for all integer N big enough, one has,

v(N) = 0<(logN)_2> and log N = O((U(N)N)1/2).

Then, there is a constant ¢ > 0, such that,

V2l Dicon(to)DaXiN)? d
¢(Nv(N)) / S 0%[-3 N A5 1)
EiEVN(t()) ( a Z7N)

where the symbol 4, N(0,1) means: converge in distribution to a standard Gaussian
random variable.

The proof of Proposition 6.5.1 relies on the following three lemmas as well as the
following remark.
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Lemma 6.5.2 (see [27]) Consider the sequence of random variables (Sn)n defined
by

Sv= Y Nn(Ey-1), (6.5.1)

Jje€vn (to)

where {€j N}jeuy(ty) ore i.i.d. centred standard Gaussian random wvariables and
{NjNYjeun(to) 8 @ sequence of positive reals. Let Ay = maXjec,,(ty) Aj,N, if
v = o(( Var(SN))1/2), then

Sn d
(VG//’(SN))I/Q Ny 400 N<07 1)

Lemma 6.5.3 (see [46]) For all integer ¢ > 1, let C' = (Cyj)qxq be a positively
defined symmetric matriz and X its largest eigenvalue, then

q

A < max |C’Z]|
1<i<q“ 1
]:

The following remark is a classical result, this is why we will not give its proof.

Remark 6.5.1 Let (X,), be a sequence of real-valued random variable such that

Xn % N(0,1). Let (Yp)n be a sequence of real-valued random variable satisfy-
n—-+00o

ing Yy, # 0. Let (¢n)n be a sequence of real numbers such that, ¢, —>n_>+oo 1.

Then, one has, c, X, + Y, 4 N(0,1).

n—+00

Lemma 6.5.4 For all integer N > p+ 1, let us set

. \2 . X )2
2 Var( 2icun (o) (BaX i) _1) _ VGT<ZZ€”N“°)(AGXZ’N) ) (6.5.2)

IN = X. )2 — 2
ZiEVN(tO) E (A(ZXZ7N) ( ZiGI/N(tO) E (AaXi,N)2>
Then, assuming that, v satisfies condition (ii") in Proposition 6.5.1, it follows that,
Nv(N)o3 —— d?, (6.5.3)
n—-+o0o

where d is a strictly positive real number.
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Proof of Lemma 6.5.4. First, observe that using (6.5.2), one has,

Var<ZiEVN(to)(Aayi,N)2)

(ZiEVN(tO) E (AQE’N)2> 2

Var(Sicoyo (BaBiN" )

<Zi€VN(to) E (Aaﬁfﬁo))zy

Var( ity (Ao o)) = Var( Sicon oy (ABI )
( 2icuy (to) B (Aaﬁfﬁ‘)))z) ?

(Siconuo EABI)2)’

( 2ievy (to) (Aayi,N)Q) ?

o3 =

+

X

(6.5.4)

Also observe that, similarly to (3.4.3), one can show that there is a constant ¢; > 0
such that

—H(t
Var( Zi@N(to)(A“BiJSfO))Q)

1 N e (6.5.5)
(Vo) ™ ( Zicon o) E (AaBin"1?)
Moreover (6.3.28) and (6.3.23) imply that,
=H(to)\2) 2
Dicvn (to) B (BaBin ")
(Sieuniw ) (6.5.6)

n—-4o00

< ZiEI/N(to) E (Aayi,Ny) :

Thus, in view of (6.5.4), (6.5.5) and (6.5.6), in order to show that (6.5.2) holds, it
is sufficient to prove that,

— —H(to)
Var(ZiGVN(to)(AaXi’N)2) B Var( ZZ‘El'N(to)(A‘LB@NO )2)
—H( 2 N oo
(NO(N) ™ Lo ) E(ABIN)?) o
Similarly to (6.3.12), one has that,

Vaf( > (Aaﬁffvt“))z):z 3 (cov(Aaﬁfﬁo),Aaﬁfﬁo)))Z. (6.5.8)

0. (6.5.7)

i€vn (to) i,j€vN (to)
Using (6.3.12), (6.5.8) and the triangle inequality, it follows that,
)Var( 3 (AGE,NF) - Var( 3 (Aaﬁfﬁo)ﬁ)‘ (6.5.9)
icvn (to) icvn (to)
<2 Y |Cov(AaXin, AuXyn) - Cov (ABiN", ABIN )|
i,j€vn (to)

. <’Cov (AaXi N, AuXjN) ’ + ’COV (A“Effg())’ Aaﬁfﬁ°)> D '
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Next, observe that, the triangle inequality, Cauchy-Schwarz inequality, (6.3.28),
(6.3.59) and (6.3.23), imply that, for all N > p+ 1, and i, € vn(tg), one has,

(cov (AaXin, A ) = Cov (MBI, A Ef}#))’

< |Cov (AuXiy — ABY” Aan,N)| [Cov (ABIN", AT v — MBI )|

< 18aXix = BaBiN” || 86X v |2 + 1| 20B MHLQHA X = BN 2

< e (v(N )logN)N 2H(t0>, (6.5.10)

where ¢y is a constant non depending on IV, ¢ and j. On the other hand, Lemma 6.3.7
and (6.3.15) entail that for all N > p + 1 and all fixed i € vy (tp), one has

ST |Cov (AuXin, AaXjn)| < esN 720 ST (14 ]i— )7
j€vn (to) jevn(to)
N-p
< 263N—2H(t0) Z l—l
=1
< g N2 (1og N), (6.5.11)

where c3 and ¢4 are two constants non depending on N and ¢. Moreover, similarly
0 (6.5.11), one can show that, for all N > p+ 1 and all fixed i € vy (o), one has

Z ‘Cov (AQE@( o) AN BH(tO)N < C4N_2H(t°)(logN), (6.5.12)
Jevn (to)

where c5 is a constant non depending on N and . Next putting together, (6.2.4),
(6.2.5) and (6.5.9) to (6.5.12), one obtains that, for all N > p + 1,

Var( > (AXin)?)=Var( Y0 (ABIN)?)| < co(u(N) log N) PN 4#0),
i€vn (to) icvn (to)
(6.5.13)
where c¢g is a constant non depending N. On the other hand, (6.2.4), (6.2.5) and
(6.3.23) imply that, for all N > p+ 1,

(Nv(N))_1< Y E(A, BH(tO))> > cpu(N)N1-4H (), (6.5.14)
i€vn(to)

where ¢7 > 0 is a constant non depending on N. Finally, putting together, (6.5.13),
(6.5.14) and condition (i¢”) in Proposition 6.5.1, one gets (6.5.7). O

Now we are in position to prove Proposition 6.5.1.
Proof of Proposition 6.5.1. First observe that, in view of (6.3.11),

, AuXiN)?
Sy = Zzeuz\r(to)( a 77N) - 1, (6.5.15)
ZiEVN (to) E (AaXi,N)
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can be expressed in the from (6.5.1), where, for all j,

Aj7N
2icuy (to) B (AaXin)?

AN = (6.5.16)

the XL N'’s being the eigenvalues of the covariance matrix M of the centered Gaussian
vector (ACLY@ N)i cunlto)’ We denote by Ay the biggest eigenvalue, then it follows
from Lemma 6.5.3 and (6.5.11), that,

Av < max > |Cov(AuX; N, AuX;n)| = O(N ) log N). (6.5.17)

iel/N(tO) kGIIN(to)

Thus, denoting Ay the biggest of the Ay ;’s, one has, in view of (6.5.16), (6.5.17)
and (6.3.59),
Av = O((Nv(N))"'log N). (6.5.18)

On the other hand, Lemma 6.5.4 and (6.5.15) imply that
N=Y2(u(N))~H2 = O((Var(Sy))'?). (6.5.19)
Relations (6.5.18) and (6.5.19) imply that,
An = O((Var(Sy))Y2(Nv(N)) 2 1og N). (6.5.20)

Finally, putting together (6.5.20) and condition (i) in Proposition 6.5.1, it follows
that
AN = O(Var(SN))l/Q);

therefore Lemma 6.5.2, Lemma 6.5.4 and Remark 6.5.1 entail that the proposition
holds. J
Let us now give two important consequences of Proposition 6.5.1.

Proposition 6.5.5 Assume that v satisfies the following condition:

(17”°) for all integer N big enough, one has,

v(N) = 0<N_1/3(logN)_2/3> and log N = 0((U<N)N)1/2).

Then, there is a constant ¢ > 0, such that,

ZieuN(to)(Aayi,N)2 B 1)
2C,(H (to))v(N)N1-2H (o)

— 5 N(0,1),
n—-4oo

e(No(N)

Proof of Proposition 6.5.5. For all N > p+ 1, let us set,

1/2 z:ieu]\;(to)(AaYi,N)2 _1)
2

Xy =c(Nv(N —
N C( /U( )) ZieVN(tO) E (AaXLN)
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and

i E Aayi 2 ; A Yz 2
Yy :C(N’U(N))l/g( Z’LEVN(to) ( ,N) _1> ZlEZ/N(tO)( a ,N)

2C,(H (to))v(N)N1—2H t) P icon(to) B (AaXin)?’
where c is the constant introduced in Proposition 6.5.1. Then, one has,
, AoX;N)?
c(NU(N))1/2< ~Zl€w(t°)( N 1) = Xn + Vi
2C, (H (tg))v(IN)N1-2H(to)

Observe that, Proposition 6.5.1 implies that,

XN —)N(O 1)

n—-+o00

Also observe that, one has in view of Lemma 6.3.9, (6.3.61), (6.3.23), (6.2.4), (6.2.5)
and condition (7") in Proposition 6.5.5, that,

Therefore Proposition 6.5.5 results from Remark 6.5.1. [

Proposition 6.5.6 Assume that H(tg) € (1/2,1) and that v satisfies condition (iv)
i Theorem 6.2.3. Then there is a constant ¢ > 0, such that,

Vni(to)

1/2
(Vo)) (2@(H<to>>|f'<X<to>>\%(N)NI—M“O’

— 1) 9 A0, 1);

n—-+o0o

recall that Vi 1(to) has been introduced in (6.5.1).

Proof of Proposition 6.5.6. Let ¢ be the constant introduced in Proposi-
tion 6.5.5. Observe that one has,

1/2 Vna(to)
e(Nv() <é< T o )

Hit

_ 1/2( Z’LEVN tg) A XlN) B 1)
Ca(H
v(N

(N) N1-2H(to)

N~ (1—4H (t0))/2 1/2 (VN3(t0) Vo

)"

)
Ca(H (t0))]f/'(X (t0))?
eI 2y ()12 (VNl(tO) Vivs(to)) (6.5.21)
Ca(H (t0))| /' (X (t0))|?
Recall that Viy2(to) and Viv3(tp) have respectively been introduced in (6.3.66) and

(6.3.67). In view of (6.5.21), Proposition 6.5.5 and Remark 6.5.1, in order to prove
that Proposition 6.5.5 holds, it is sufficient to show that,

P B P
N4 @0))/24 () I/Q‘VN,Z(tO) — Vi (to)] P 0 (6.5.22)
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and
N~ COD 20 (N) V2| Viy 3 (t0) — Viva (to)| —— 0. (6.5.23)

In the sequel € denotes a fixed strictly positive real number such that,
H(tg) —e > 1/2; (6.5.24)

observe that such an ¢ exists since the function H(tp) € (1/2,1). Let us now prove
that (6.5.22) is satisfied. By using (6.3.68), (6.3.66) and Proposition 6.3.4, we get,

N*(1*4H(t0))/Qv(N)*1/2\VNQ(tO) _ VN,3(tO)‘

Vi,3(to) ‘
—2 L 1| |Vnal(t
VN72(t0) ’ N,Q( 0)’

=Op <N(—1+4H(t0))/2,v(N)—I/Q,U(N)H(to)—s,u(N)Nl—ZH(to)>

— N_(1_4H(t0))/211(N)_1/2

= Op <N1/ 2p(N)Ht0)+1/ 2_5) (6.5.25)

Next combining (6.5.25) with (6.5.24) and condition (iv) in Theorem 6.2.3, one
obtains (6.5.22).

Let us now prove that (6.5.23) is satisfied. It follows from the triangle inequality,
(6.5.25), (6.3.88), (6.3.68), (6.3.66), and Proposition 6.3.4, that

N4 H )20 (N) V2 Yy 5(to) — Viva (o) ]

= N0 2N =12 Vi 5 ()| ‘VNJ(tO) B 1’
Vi 3(to)
—(1—4H(t0))/2 —1/2 Vina(to)
<N v(N) [V s(to) — Vivz(to)| Vns(to) 1
Vn1(to) '>
Vot D0
‘ N,Q( 0)‘ ‘VN,Z&(tO)

— O[F’ (NI/Z,U(N)H(t0)+1/27€N7H(to)+€

+N—(1—4H(to))/2U(N)—1/2U(N)N1—2H(t0)N—H(to)+€>

— Op (Nl/Q*H“D)*%(N)l/?) . (6.5.26)

Finally (6.5.23) results from (6.5.24) and (6.5.26). O

Lemma 6.5.7 Assume that v satisfies condition (i) in Theorem 6.2.1. Also, as-
sume that for every integer n, the integer Ny is of the form (6.2.11), where the

parameter 8 is such that,

1
0<p< 7. (6.5.27)

Then, one has,

(Nnv(Nn))

1/2 [Vaa(to) = Vi, 1 (to)| - ) s
<25a(H(to))|f'(X(t0))\%(NH)N;—M@O)) =Op (( (N2)) ) :
(6.5.28)
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Notice that V,,(to) has been introduced in (6.2.12) and Vi, 1(to) is defined by the
formula (6.3.1), in which N has been replaced by N,,.

Proof of Lemma 6.5.7. First observe that similarly to (6.4.5), there is a constant
c1 > 0, non depending on n and 7, such that one has for all real > 0 and for each
integer n big enough,

P (nl/B(v(N )N1—2H(t0 ) 1/2“V |1/2 |VNn,1(t0)|1/2‘ > 77)
< ey in(4H (0)+2)6-3/2, (6.5.29)

Next, (6.2.11), (6.5.29) and (6.5.27) imply that,

’(V (to))m - (Vle(to))l/Q‘ )
Ca(H (to)|f/(X (to))[2o(Ny )Ny 21

—Op( N ﬂ) (6.5.30)

On the other hand, Proposition 6.4.2 implies that,

(Vo)) (

(Valto)) "/ = 05 ((o(N)) V2N, (6.5.31)
and Remark 6.3.5 entails that,
(Vv 1(t0)) '/ = Op (( (Na)) /2N H(tO)). (6.5.32)
Finally, putting together (6.5.30), (6.5.31), (6.5.32), and the equality

1/2

‘V ( VN 1 tO ‘ = ’ (Vle(to))l/z‘ ’(Vn<t0))1/2 + (VNn,1<t0))1/2

)

one obtains (6.5.28). O

Proposition 6.5.8 Assume H(ty) € (1/2,1) and that v satisfies condition (iv) in
Theorem 6.2.3. Also, assume that for every integer n, the integer N, is of the form
(6.2.11), where the parameter [ is such that, 0 < 5 < %. Then there is a constant
c > 0, such that,

1/2 Vi (to) y
¢(Now(Na) (2610,(H(t0))|f,(X<t0)§|2U(Nn)Nqi_2H(t0) N 1) n—-+00 N(©,1).

Notice that Vy,(to) has been introduced in (6.2.12)

Proof of Proposition 6.5.8. The proposition easily follows from Proposition 6.5.6,
Remark 6.5.1 and Lemma 6.5.7. [

Now, we are in position to prove Theorem 6.2.3.
Proof of Theorem 6.2.3. By using Proposition 6.5.8 and the §-method one can
get the theorem. [
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Appendix

7.1 Proof of Lemma 5.3.4

Lemma 7.1.1 Let (Z,Z') be a 2-D centered Gaussian random vector and assume
that the variances of Z and Z' are both equal to the same quantity denoted by v.
Then, one has,

2
E {(22 — o) (2" - v)} - 2(001}(2, z’)) . (7.1.1)
Proof: For the sake of simplicity we denote by u = Corr(Z, Z’), then M the corre-

1
lation of the centered random vector (Z, Z’) can be expressed as, M = ( 1{ ) .
u

Let us study the following two cases: det(M) = 0 and det(M) # 0.

Case 1: det(M) = 0 i.e Z and Z’ are colinear. Observe that in this case one has
u = £1. Then the latter equality and the fact that Var(Z) = Var(Z') = v,
imply that,

72 =7" (7.1.2)

It follows from (7.1.2) and the equality E (Z//v)* = 3 that
E{(Z? —v) (27 —v)} = E{(Z*-v)?}
= FE{Z'-27% +°}
E{Z*} — 2E{Z*}v +*

= 302 — 202 + 02

= 2% (7.1.3)

On the other hand (7.1.2), implies,
2(E{22'})* = 2(E{Z2*})* = 2*. (7.1.4)
Thus combining (7.1.3) with (7.1.4), one can show that the lemma holds in

this case.

Case 2: det(M) # 0. Standard computations show that

M:P(lgu 1EU)P, (7.1.5)
11
_ 1
WhereP—2(1 _1>.Weset
A:P< 1O+“ 10_u>. (7.1.6)

© 2011 Tous droits réservés. http://doc.univ-lille1 fr



© 2011 Tous droits réservés.

Thése de Qidi Peng, Lille 1, 2011

118 Chapter 7. Appendix

Let € and &’ be two independent standard Gaussian variables, then the centered

Gaussian random vector

e\ 1 [ (14+u)2e+(1—u)/2
(@) = (et )

has the same distribution as centered Gaussian random vector (%, %)
Therefore,
E{(2Z")*}
v? 1/2 1/2.1) 1/2 1/2.1
=7 { 1+u e +(1— )/5’) ((1+u)/5—(1—u)/5’>}
02

=T { 1+ u)e? — 1—u)5'2)2}

= F {(1+u)?e* —2(1 — u?)e2e” + (1 — u)%e'™)
= (1 +w?B{e"} - 21 —w?) B{e%”) + (1 — u) B{e"})
= (2u® + 1) (7.1.7)

[

)

and

{(1+u)e? - —u)5’2})2
A+ wE{E?) (1 - wE{"})

2
(14+u)— 1—u)>

C/—\A/—\

(7.1.8)
Observe that (7.1.7) entails that,

E{(Z% —v)(2"” —v)} = B{(ZZ')* - Z%v — Z"”v +v*} = 2u**.  (7.1.9)
It follows from (7.1.9) and (7.1.8) that

E{(Z* —v)(Z2” —v)} = 2(E{22"})?,

which proves that the lemma also holds in this case. [
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7.2 Proof of Proposition 5.3.6

Proposition 7.2.1 Assume that H(-) € C2([0,1]) and M(a) > 3 (recall that M (a)
is the number of the vanishing moments of the sequence a). Then there is a constant
¢ > 0 such that one has for any integer N > p+1 and each j,j' € {0,...,N—p—1},

)COTT{Aan,Nv Aan/,NH =¢ (Hbl—f) 7

where

AQYJ”N Aan/’N

\/ Var{AaYL N} \/ VGT’{Aayj’,N}

This proposition is a straightforward consequence of Lemmas 7.2.2 and 7.2.3, given

Corr {Aayj,N, Aayj/’N} =F

below.

Lemma 7.2.2 There are two constants 0 < c¢; < co such that one has for any
integer N >p+1 and j€{0,...,N —p—1},

e N72HU/N) < VaT’{Aan,N} < N T2HU/N), (7.2.1)

Proof of Lemma 7.2.2 : The lemma can be obtained by using Lemma 7.3.1 given
in the next section. Indeed, Lemma 7.3.1 can be equivalently expressed as follows:
there exists a constant ¢ > 0 such that for all N > p+1andall j € {0,..., N—p—1},
one has

- > —clog(N)N—2HG/N)=1 1 C(j/N)N—2HG/N)
Var{A“Xj’N} < clog(N)N—2HG/N)=1 1 O(j/N)N—2HG/N),

By using the fact that for all s € [0, 1],

/lem 12 25— are™ |

|| 2H ()43

dn,

we get for any real s € [0, 1],

C(s)>c1 = [ — 1| 35— ane™| I et — 1]| Y°P_ ape™|
- 2mingefo,1) H(s)+3 2maxeo,1) H(s)+3
i<t [n] [0,1] m>1 |7l o]

and

dn > 0,

e 1 Sp e [ =113 gane™]
n .
In|>1

< = =
C(S) S Co /|17|<1 |77\2maX5€[°’” H(s)+3 ‘n|2min5€[0’1] H(s)+3
it yields

(¢1 — clog(N)/N)N—2HU/N) < Var{Aan’N} < (ca + clog(N)/N)N~2HG/N),

Finally (7.2.1), easily follows from the latter two inequalities since
limy 400 log(N)/N =0. O
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Lemma 7.2.3 Under the same conditions as in Proposition 7.2.1, there is a con-

stant ¢ > 0 such that one has for any integer N > p + 1 and each j,j €

{0,...,N —p—1},

eN—HG/N)=H(j'/N)
L+ 1[5 — 7|

E{AvA XN ]| < (7.2.2)
Proof of Lemma 7.2.3 : In order to conveniently express the quantity
E{Aayj’NAang N} let us introduce the function g defined for all reals £ # 0
and x € [0, 1] as

g(w, &) = g2, (7.2.3)

Recall that for all j € {0,...,N —p — 1},
J+1)/N
AX]N_NZak/ X(s+k/N)ds

and for any s,s" € [0,1], the covariance between X (s) and X (s’) can be expressed

as st e
(- (e
|£|H s +1 dg

B(X(5)X(s) = [ ©
R
Then it follows from Fubini Theorem that

E{AuX;n DXy v |

ALY

ij’i

X(s+k/N)X(s'+ K /N)ds' ds}

= N? /59 /N E{(kz_oakX(s + k/N)) (];::()ak,x(s' + k’/N)) ds’ds}
:Nz/fv/’“/ (Za (eils+HR/NE (s+k/N,§))
X ( Z aps (e~ INIE _1)g(s' + KN, 5)) d¢ ds' ds. (7.2.4)
k=0

Now let us fix £ € R\ {0} and s € [#, #} . By applying the Taylor formula

of order 2 with integral remainder to the function z — g(x, &) around j/N, one gets

that
9(s,€) = Ao+ (s — j/N)A1 + (s — j/N)? Ay (7.2.5)
where
Ag == Ao(j/N,€) = g(j/N, &) = || HEM=1/2, (7.2.6)
Ay == A1(j/N,€) = 0ug(j/N, &) = —H'(j/N)|g| UM 2 ogjg| - (7.2.7)
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and
1
A= Aa(i/N.5.6) = [ (1= 09GN +0(s = i/N) a0, (729

Using the same argument as before, one has for any fixed £ € R\ {0} and ¢’ €
|:j/+k’ j/+k/+l
N N |

9(s',6) = Ay + (s = J'/N) AL + (s' = ' /N)* A (7.2.9)
where Af), A} and A/, are defined similarly to Ay, A; and Ay but by replacing j/N
by j'/N and s by §'. It follows from (7.2.4), (7.2.5) and (7.2.9) that
E {Aayj,NAayj/,N} = Z Il,l/ (]7 jla N) (721())
o<, 1<2

where for any 1,1’ € {0, 1, 2},

i+l '+t

J / (i ar(eHHNE 1) (s + /N — j/N) A
k=0

N
a JiL
N YN

Ziv(j.j'\N) = N?

p
X ( > ap (e CHRINE 1) (' + K/ /N — §' /N)Z’Ag,) de ds' ds.
k'=0
(7.2.11)

Then Lemma 7.2.3 can easily be obtained by using (7.2.10) and Lemma 7.2.4 below,
which allows to conveniently bound the I; ;/’s. [J

Lemma 7.2.4 There exist four constants ci,co,c3,cq4 > 0, such that for any N >
p+1, any 4,5/ € {0,...,N —p—1}, one has:

[ ]
N LN~ HG/N)=HG/N)

e for alll,l' € {0,1} satisfying l+1' =1,

co(log N)N—HG/N)=H ' /N)=1

(4, 5", N)| < T ; (7.2.13)
o for alll,l' € {0,1,2} satisfying | +1' =2,
Z.1(5, 5", N)| < e3(log N)2N—HU/MN=HG'/N)=2, (7.2.14)
o for all l,l' € {1,2} satisfying 3 <1 +1' <4,
Z1 (5,3, N)| < eaN 2. (7.2.15)
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Let us stress that the main tool for proving Lemma 7.2.4 is integration by parts.
Let us first state some technical lemmas which will play key roles in the proof.

Lemma 7.2.5 For any real v € R, one has | — 1| < 2min(1, |z|).
Proof of Lemma 7.2.5: Observe that, for all z € R,
e — 1| = [e*/? — e7/2| = 2| sin(z/2)|.
Then combining the latter equality with the inequality: for all z € R,
|'sin(z)| < min(1, |z|), (7.2.16)
we get Lemma 7.2.5. [J

Lemma 7.2.6 There exists a constant ¢ > 0, such that for any x € R, any integer
N>p+1, anyj,j €{0,....N—p—1} and m € {0,1}, one has

™) (@)] < emin (1, |2>7™), (7.2.17)

where rj ji(x) = e 0037|112 = 460037 sin(x/2)[? and 7’](.7?,) is the derivative

),

of order m of rj ji; we assume that §(j,5") =1 if j > j' and 6(j,j") = —1 else.

Proof of Lemma 7.2.6: When m = 0, (7.2.17) is a straightforward consequence
of Lemma 7.2.5. When m = 1, by using the triangle inequality and the fact that
for all integers j,j" € {0,..., N —p — 1} one has |§(j,j')| = 1, it follows that for all
x € R and all integers N >p+1, 5,57/ €{0,...,N —p— 1},

r (@) = ]-4@5(]’, 7)e~ 867 gin(2/2)[2 + de~ 0037 in (3 /2) cos@c/z))

] — 4i6(j, i")e~ P00 sin(/2) 2 + 2~ 00Tz sin(x)’
4sin(z/2)|* 4 2| sin(z)). (7.2.18)

IN

Finally combining (7.2.18) with (7.2.16), one gets (7.2.17). O

Lemma 7.2.7 Let h be the trigonometric polynomial defined for every real x as
h(z) = Y¥_,are’™.  Then there is a constant ¢ > 0 such that for all m €
{0,...,M(a)} and real x, one has

W™ (2)| < cmin (1, |z|M(@=m). (7.2.19)

Proof of Lemma 7.2.7: Let us set ¢ =Y 7 _,(1+ |k|)M(@)|ay|. First observe that
for all m € N and all z € R, one has

W () =™y " K ape™?, (7.2.20)
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which entails that for all m € {0,...,M(a)} and all x € R, one has
|A™) (2)] < . (7.2.21)

This proves that (7.2.19) is satisfied when m = M (a). On the hand (5.2.8) and
(7.2.20) imply that h(0) = RD(0) = ... AM@=1D(0) = 0. Thus, for all fixed
m € {0,...,M(a) — 1}, applying the Taylor formula of order M(a) — m with an
integral remainder to the function h(™) on the interval of endpoints 0 and z, one
gets that

pM(a)—m

W) = e == /01(1 - Oy o) do,

which implies that
W™ ()| < ]| M(@—m, (7.2.22)

Finally combining (7.2.21) with (7.2.22) one obtains the lemma. O

The proof of the following lemma has been omitted since it is given in [5] (see
the proof of Lemma 2.1 in this article):

Lemma 7.2.8 The function g introduced in (7.2.3) satisfies the following two prop-
erties.

(i) There is a constant ¢; > 0 such that for all m € {0,1}, x € [0,1] and & €
R\ {0}, one has

|82"g(x, ¢)| < ¢y max <|§’*maxse[o,1] H(S)*m*1/27 ’f‘*minse[mm(s) *m*1/2) )
(7.2.23)

(ii) For any arbitrarily small real ¢ > 0, there exists a constant ca > 0 such that
for alln € {0,1,2}, m € {0,1,2}, 2 € [0,1] and § € R\ {0}, one has

|8£(‘9§”g(m,§)\ < ¢9 max <|§’7maxse[071] H(s)fsfmfl/27 ‘§|7minse[0,1] H(s)+e—m—1/2 )
(7.2.24)

We are now ready to prove Lemma 7.2.4.
Proof of Lemma 7.2.4: Let us first prove that (7.2.12) holds. Fix N > p+1
and j,j' € {0,...,N —p — 1}, by using (7.2.11), the fact that Y7 _, a; = 0, Fubini
Theorem and the equality: for all £ € R\ {0},

EEa R A5
YT =g gy ds = 26T NE /N 2
i Ji 7

N N
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we obtain
Zoo(j, 4, N)

_NQ/M/M/ i(s—s §’Zake k/Nf‘ Ao(j/N, € Ag(j'/N, €) de ds' ds

-~ [ < / / et g ds)‘zakel(k/mé) Ao(i/N. ) Aol /N, €) de

Y P Sk ab> ST
R

Ao(j/N,§)Ao(j'/N,€) dE.

£2
(7.2.25)
Next by setting n = /N in the last integral and by using (7.2.6), we get
Too(j,j's N) = N~HG/N)=HG'/N) / OGN, () dn,
with
2 h(n)|2Ao(j/N,n)Ao (5’ /N, hen 0,

where we use the same notations as in Lemmas 7.2.6 and 7.2.7. Next, using the
triangle inequality as well as Lemmas 7.2.5, 7.2.7 and 7.2.8 (Part (7)), one obtains
that there is a constant ¢; > 0 such that for all n € R\ {0},

Cl|n|2M(a)—2max5€[0’l] H(s)—1 if0 < |’I’]’ <1
L < . 7.2.27
| 757 7N(77)| = { cl|n|—2m1nse[0,1] H(s)-3 if ‘77| >1, ( )
Let us now bound bound L; J ~(1), to this end it is convenient to set
2y (m)h(m)? - when n # 0,
wml(n) = { 0 12 ‘ else (7228)

It follows from Lemmas 7.2.6 and 7.2.7, that there exists a constant c; > 0, non
depending on j, j and 7, such that for all n € R\ {0}, one has,

Jwj o ()| < caln| ™% min (1, |p|*M(@FD). (7.2.29)
Observe that, in view of (7.2.26) and (7.2.28), one has, for all n € R\ {0},

Lj v .n(n) = wjj(n)Ao(5/N,n) Ao (5 /N, n)

and, as a consequence,

Liynm) = wj(n)Ao(i/N.n)Ao(i'/N,n) +wj i (n)9yAo(/N, 1) Ao (5 /N, n)
+wjj () Ao (i /N, 1)(0nAo) (5 /N, m). (7.2.30)
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It follows from (7.2.28) that for each n € R\ {0},

, rig(m) | (m)[?
Wiyl = (=225 0l )

33 J:J 2
n

+W(h'(n)h(—n) — h(n)'(=n)) (7.2.31)

Then (7.2.31), the triangle inequality, Lemma 7.2.6 and Lemma 7.2.7 imply that
there is a constant c3 > 0, non depending on j, j' and 7, such that, for each

n € R\ {0},
[wf o (m)] < ealn| = min (1, |p*MOH), (7.2.32)

Also, observe that by using (7.2.30) and the triangle inequality, one has,
1L v ()]

< Jwj o (M Ao(G/N,m)|[Ao(§" /N, )| + wj g ()]0 Ao (5 /N, )| Ao (5" /N, )|
+wj g (M| Ao (i /N, )10 A0 (5" /N, ).

(7.2.33)
Next (7.2.33), (7.2.29), (7.2.32), (7.2.6) and (7.2.23) allow to prove that,
; C4|n|2M(a)72maxS€[071] H(S)*Q lf 0 < |,,7’ < 1
’LJ’]/,N(T’)’ S { C4|77’72min5€[0’1] H(S)73 lf ‘77‘ Z 1’ (7234)

where ¢4 > 0 is a constant not depending on N, j, j/ and n. It is clear L; y y is a
Cl-function over R\ {0} and this is also the case over R since (7.2.27), (7.2.34) and
the fact that M(a) > 3, imply that lim,o L; ;7 n(n) = limy—0 L} ;s r(n) = 0. Next
integrating by parts we obtain that

(663G . oo
i00G.3) +G = 4) i) —oo>

- (00 +G=3"n g
i0G,N+ G —7) /R L o () dn
= ! iGN +G=3" )
GG+ G —7) /R L o () dn.

Too(j, 5, N) = N_H(j/N)—H(j'/N)<[

(7.2.35)

i - . +
Observe that (7.2.27) implies that [%LN’@N(TD _: = 0 and (7.2.34)
that [ \L; . n(n)]dn < oo, which means that the integral in the right hand side of
(7.2.35) exists. Finally, it follows from (7.2.35) that (7.2.12) holds.

Before pursuing our proof, observe that for all I, I, j and j’, one has
Il,l’(.jv.j,a N) = Il’,l(j/7j7 N>7

so we can assume in all the sequel that I < I’. Now our goal will be to prove that
(7.2.13) holds. It suffices to show that this inequality is satisfied when [ = 0 and
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I/ = 1. By setting in (7.2.11) I = 0, '’ = 1, £ = Nn and by using the equalities
Sk _oar =0and > ¥_, kar = 0, one obtains that

Zo,1(4,7', N)

_N3/ /]“/ Zake (k+sN)n )(Z%/e iK' N (o 4 /N — j/N))

xAo(j/N,Nn Al(] /N Nn)dnds' ds

J+1 j +1 )
_Ng/ / / R Z“’“e N (D awe (s + KN - j'/N))
k'=0

xAo(j/N, Nn)Ai(j'/N, Nn) dnds ds

= B1(j, 5, N) + B2(j, ', N), (7.2.36)
where
LR o p
o 3NN i(s—s" )Nt ot ik |2
Bi(j,j',N)=N> [ [, e (s —]/N)‘Zake ’7‘
¥ /v R k=0
xAo(j/N, Nn)A1(j' /N, Nn) dnds' ds, (7.2.37)
and

B (,7,7 N N2/ / / i(s— 3’)N17 Zkakak’e (k—FK") >

k 0k'=
x Ao(3/N,Nn)A1(5'/N, Nn)dnds’ds. (7.2.38)

Now we are going to show that there are two constants cs,cg > 0, non depending
on N, j and j', such that

(log NYN—HG/N)=H('[N)-1

.o C5
By j7jI7N < : .
) 117

, (7.2.39)

and
ce(log N)N—HG/N)=H('/N)=1

B2 j7j/7N < . .
P70 117

(7.2.40)

Let us first prove that (7.2.39) holds. By using Fubini Theorem and the following
equality: for all n € R\ {0},

J+l g1 i(j—j" i i
(4=3")n _ e in _ 1|2
NN s N Y s ds — © <1 e e — 1] >
S C ("= J/N)ds'ds = = N T Ny )
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we can write

ZL il »
Bl<j,j’,N)=N3/ (/ - / e“S‘S”N"(s’j’/N)ds’d‘S)‘Zake“m
RNE Jw k=0
xAo(j/N, Nn)Ai(j'/N, Nn) dn
3 ez(.j_]/)n 1 — 6_7;77 |6i77 — ]_|2
R N2772 ( N ’LN’I’] )

‘ 2

P L2
x| S axe®|* Ao/ N, Nm) s/, N
k=0

iG=gym (L= | e —1P
R 7 in

P 2
x‘ Zake’k”‘ Ao(3/N,Nn)A1(5'/N, Nn) dn.
k=0

(7.2.41)
Observe that (7.2.7) implies that
A1 (j'/N,Nn) = —H'(j'/N)Ao(j'/N, Nn)(log N + log |1]). (7.2.42)

Then the latter equality and (7.2.41) entail that By(j,j’, N) can be expressed as:

y -
ei(j*j/)TI(l —e e 1 )

Bi(j. i, N) = —H'(j'/N) /

R n? in?
p 2
x| ake™|"(1og N + log n]) Ao /N, Nn) Aol /N, Nn)
k=0
= BLI(jthvN) + Bl,Q(jvj,aN)a (7243)
where
o ) Gy 1—e |ein_1|2
Bi1(4,5',N)=—-H'(j'/N logN/eZ(J m + =
1 ) (j'/N) i (772 mg)
P 2
X‘Zakellm‘ Ao(j /N, Nn)Ao(5' /N, Nuy) dy (7.2.44)
k=0
and

Ly 1— —1in in_lg
Buai g ) =~/ ) [ (122 2L

R n? in’
- ikn 2 . -/
x| ake™| g [nl Ao /N, Nm) Ao (' /N, Nn) dn. (7.2.45)
k=0
Next using (7.2.6), (7.2.44) and (7.2.45), it follows that
Bl,l(jaj/7 N) (7246)
— _H(j'/N)(log N)N~HG/N)=H('/N)-1 /R OGITG—IME, () dn,
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with
Kj i n(n)
Ly i ein_12 o2 . .
_J erotm (et 4 I |5 ket Ao(j/N, m) Aol /N, )  when i 0,
0 else,
and
B1,2(j7j,7 N) (7247>
— _HI(j/N)N-HG/N)-HG )1 / OGN FG=MMAL L () dn,
R 9 b
with
M; () = { gog D K. () g:jn 70, (7.2.48)

Observe that by using the fact that the function ¢ defined as ¢(0) := 27! and for
all n € R\ {0}, as,

1—e ™ e —1)2
= +

pn): - , 7.2.49
() > i ( )
is an entire function, one has that,

sup (le(n)] + ¢ (n)]) < oo (7.2.50)

[n]<1

moreover standard computations allow to show that, for all 7 such that |n| > 1, one
has,

()] + 1" ()] = O(In|~?). (7.2.51)

Then, using (7.2.49), (7.2.50), (7.2.51) and a method similar to that which allowed
to obtain (7.2.27) and (7.2.34), we can show that there are two constants c¢7,cg > 0
such that

erlp[PM@-2maxscp HE -1 0 < || < 1,
» < .
K. ()] < { rl |2 minselo. Hs)=3 i o] > 1, (7.2.52)
and
, cs‘n|2M(a)72maXS€[0’1] H(S)*Z lf 0 < ‘,’7| < 17

Moreover, in view of (7.2.48), Relations (7.2.52) and (7.2.53) entail that there are
two constants cg, c1g > 0 such that

’2M(a)—2 max,eo,1) H(s)—1

(7.2.54)

co(log |n[)|n if 0 <o <1,
M < .
|[M; . v ()] < { co(log n])|n| =2 ™msero.n H(s)=3 if [n| > 1,
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and

2M(a)—2 maXge[o,1] H(s)—2 .
ML ()] < clo(log\nl)!n\_mm s if 0 <fnf <1, (7.2.55)
’J c10(log |n|)|n| s€fo1) H if |n| > 1;

Il follows from (7.2.52), (7.2.53), (7.2.54), (7.2.55) and the inequality M (a) > 3,
that

Yim K, () = lim K o () = lim Mg, () = Limy M o v () = 0.

Thus, in view of (7.2.47) and (7.2.48), K, j» y and M; j; y are C! functions over R.
Then, similarly to (7.2.35), integrating by parts in (7.2.46) and (7.2.47) and using
Relations (7.2.52) to (7.2.55) as well as the fact H' is bounded, allow to show that
there are two constants ci1, cio > 0 such that

c11(log NYN—HG/N)=H(G"/N)-1
L+ 5 =7

|B1,1(4,5', N)| < (7.2.56)

and
CIQN*H(j/N)*H(J//N)*l

1+15—J'|

|B1,2(4,5', N)| < (7.2.57)

Next putting together (7.2.43), (7.2.56) and (7.2.57), one obtains (7.2.39).

Now let us show that (7.2.40) holds. In view of (7.2.38), and by using Fubini
Theorem, Bs(j,j’, N) can be expressed as follows:

J+1 i+ p p
Ba(4,7',N) NQ/(/ / ! = INn q ¢/ ds)(ZZkakak/e )")
k=

xAo(j/N, Nn)A1(j' /N, Nn) dn
eti=3"m
— N2 m 112
N R N2772 <‘e 1‘ )
p p ) ,
(ZZ Kaxape™+7) Ao(j/N, No) Av (5 /N, N d
k=0 k’'=0
7 2
_ [ G (e =12
=/ e
/]R < In|? )

x(ZZkakak/e( )Ao(]/N Nn)A1(5'/N, Nn) dn.
k=0 k'=0

Then putting together, the latter equality, (7.2.42) and (7.2.6), it follows that,

BQ(jaj,7N) = BZ,l(j’jla N) + BQ,Q(jvjlv N)a (7258)
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where

BQ,l(jajlvN) = —H/(j//N)(IOgN>

. e i _ 1 2 p ) .
X/elu 7 (| e | )(sz’akaz«e’(’“ o )Ao(J/N,Nn)Ao(J’/N,Nn)dn
R k=0 k'=
H'(j'/N)(log N)N ~HU/N)=H(" /N)_l/ei(‘s(j’j/)“j_jl))"SjijN(77) dn,
R
(7.2.59)
with
Sy () (7.2.60)
ey ein_1[2 i(k—k . . .
[ e (I (3 SR KagawelERT) Ao (/N m) Aol /N m) i # 0,
0 else,
and
B2,2(j7j/7N) :_H/(j//N)
G- (1€ =12 (v N i(k—k") , .
X/Re i=3 "(W><22kakak/e ”)(log|n|)A0(j/N,N7])Ao(j /N, Nuj) dn
k=0 k'=0
H(j /NN -HU/N)=HG N1 / (OGN TG= DT () d,
R
(7.2.61)
with
. _ [ (og|nl)Sj;n(n)  whenn#0,
T nv(n) ._{ . e (7.2.62)

Then noticing that
P o
>~ Kagape' ™" = —ih(n)h' (=),
k=0

where h is the trigonometric polynomial introduced in Lemma 7.2.7, and using a

method similar to that which allowed to obtain (7.2.27) and (7.2.34), one can show

that there are two constants ci3, c14 > 0 such that
e

en—112 . B
1S; 0.8 ()] < c13772| min (17 |77|2M(a) 1)

X max (|77|_2maxse[071] H(S)_l’ |77‘—2minse[0,1] H(S)—l)

< ClSm|2M(a)—2maxS€[0Y1] H(S)—2 lf O < |77| < 1’ (7 2 63)
> C13‘7’]|72min86[0’1] H(s)-3 if |77| > 1, 2.
and
s | < Cl4|77|2M(a)_2maX56[0’1] H(s)=3  if( < | < 1, (7264
1.] Cl4|n|_2min5€[0’l] H(S)—S lf ‘,'7| Z 1 e
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Moreover in view of (7.2.62), Relations (7.2.63) and (7.2.64), entail that there are
two constants c15, c16 > 0 such that,

1 2M (a)—2maxgc(o,1] H(s)—2 if 1
T35 (0)] < { cislios )1 O <l <1 (7265)

cag(log ] )[y] M scion H ()3 it |n| > 1,
and
I s e T /S R,
5.3 NS cr6(log n]) || =2 minsero. Hs)=3 if [n] > 1. o

Next putting together (7.2.63), (7.2.64), (7.2.65), (7.2.66), the inequality M(a) > 3
and the fact that H’ is bounded, it follows that,
. . / . . /
71712% SjjN(m) = 7171_% S yn(m) = 71]1_{% Tjjn(n) = %1_{% T; v n(m) =0,
which, in view of (7.2.60) and (7.2.62), implies that S; ;» y and T} v are C! func-
tions over R. Then, similarly to (7.2.35), integrating by parts in (7.2.59) and (7.2.61)

and using Relations (7.2.63) to (7.2.66) as well as the fact that H' is bounded, allow
to show that there are two constants ci7, c1g > 0 such that

617(10g N)NfH(j/N)*H(j//N)*l

|B21(j,5', N)| < —
L1415 — 4]

(7.2.67)

and
c1g N~HU/N)=H(j'/N)~1

L+ — 7'l
Thus (7.2.40) results from (7.2.58), (7.2.67) and (7.2.68). Finally (7.2.13) follows
from (7.2.36), (7.2.39) and (7.2.40).

Now let us prove that (7.2.14) is satisfied. By setting in (7.2.11) | = I’ = 1,
¢ = Nn and by using the fact that > 7_jar = > 7_; kar = 0 one obtains that

|B2,2(4,5's N)| < (7.2.68)

i+l 41

i+l p
N N .
Il,l(j?j/7N> - Ngﬁ ﬁ, /R(Zakel(SN—i_k)n(s_‘_k/N_j/N)>
N N k=0

p
(3 awe NI 4 N — )

k'=0
xA1(j/N,Nn)A;(j' /N, Nn)dnds' ds. (7.2.69)

Observe that by using (7.2.7) and Part (¢4)) Lemma 7.2.8, one can show that for
every arbitrarily small € > 0, there is a constant ci19 > 0 such that for all N > p+1,
j€{0,...N—p—1}and n € R\ {0},

< clg(log(N))NfH(j/N)fl/2 max (|n’*maxse[0,1] H(s)fsfl/Q’ ’77’7 minge(o,1] H(s)+€71/2> ]

(7.2.70)
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On the other hand, by using (7.2.19), one can show that there is a constant cog > 0,
such that foral N >p+1,5€{0,...,p+ 1}, s€ [i M] and 7 € R, one has

p
’ > a5 4 kN — j/N)| < eoN " min (1, M), (7.2.71)
k=0

Next (7.2.69), (7.2.71) and (7.2.70), imply that that
121,15, 5, N)| < e N-HOMZHUN =2 (10g N2,
where the constant

Col = (619620)2/ min (1’ ’n‘QM(a)—2) max (|n|—2maxse[0’1] H(s)—2s—1’ |n’—2minse[0’1] H(s)+25—1) dn’
R

is finite since M (a) > 3. Thus we have proved that (7.2.14) holds when [ =1 = 1.
Let us now prove that (7.2.14) is satisfied when [ = 0 and I’ = 2. By setting in
(7.2.11),1=0,1' =2 and n = £/N, one obtains

To2(j,j'\N) = N3/// ’5N<iakeik")A0(j/N,N77)

k=0

<( S o (e NN 1) (6 4 KN /N2

X Ao(j'/N, s + K [N, Nn) ) dy s’ ds. (7.2.72)

Standard computations allow to obtain that for al N > p+1, j € {0,...,N—p—1},
se (4,5, 0€0,1], n e R\ {0},
979(3/N +0(s — j/N), Nn)
= N HU/NHOI/N) 1/2(( "(j/N +6(s — j/N)))*(log N)> Ao (j /N + 6(s — j/N), )
+2(=H'(j/N +0(s — j/N)))(log N)A1(j/N + 6(s = j/N), 1) + 829(j /N +6(s — j/N), 1)
@i/ +0(s — j/N)))(log N)Ag(j/N +6(s — j/N),m)).
(7.2.73)
Next, by using (7.2.8), (7.2.3), the triangle inequality, (7.2.73), the fact that for any
m € {0,1,2} the function H™(-) is bounded, (7.2.6), (7.2.7), Lemma 7.2.8 and the
inequalities N~HG/N+0(s=i/N)) < elH'llco N=HG/N) and log N > log3 > 1, one can
show that for every arbitrarily small € > 0, there is a constant €22 > 0 such that for
Al N>p+1,57 €{0,....N—p—1}, K € {0,...,p}, &' € [&, 5], n e R\ {0},
one has,
[ A2(5' /N, 8" + k' /N, Nn)|
< 622(10g N)2N7H(j’/N)—1/2 max <|7]|7maxse[071] H(s)fsfl/Q7 |77’7 mingeo,1] H(s)+sfl/2> ]
(7.2.74)
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Next it follows from (7.2.72), (7.2.74), the inequality (s’ + k'/N — j'/N)?
(p+1)?/N?, Lemma 7.2.5, (7.2.6), (7.2.23) and (7.2.19) that

| Z02(j, 5, N)| < cogN~HO/MN=HE N2 (jog N2,
where the constant

Co3 = 024022/ min (1’ ’n‘M(a)) max (|n’—2maxse[071] H(s)—25—1’ ’n‘—2minse[0,1] H(s)+25—1> d77
R
< 400,

with cg4 being the product of 2((p+ 123°F |ak/\) and the constants in the right
hand side of (7.2.19) and (7.2.23). Thus we have shown that (7.2.14) holds when
I=0and ' =2.

Now our goal will be to prove that (7.2.15) holds. First we will prove that this
inequality is satisfied when [ = 1 and I’ = 2. Setting in (7.2.11), I = 1 and I' = 2,
one obtains that

M J'+1
Lo, N) = N / (Zak N 1) (s 4 k/N — §/N)AL(G/N.©))
N
«(3 ak/<e*i<s’+’f’/N>f 1)+ KN — NP
k=0
x As(j'/N, s + k' /N, g)) d¢ds’ ds. (7.2.75)
Observe that it follows from (7.2.7) and (7.2.24) that for all arbitrarily small ¢ > 0,

there exists a constant cg5 > 0 such that for al N >p+1,5€{0,..., N —p—1}
and £ € R\ {0}, one has

A1 (/N )] < eas max ([¢]mscton HO =612 e minscion) K12 - (7.2.76)

Also note that (7.2.8) and (7.2.24) imply that for all arbitrarily small € > 0, there is
a consfcant c26 > 0 such that forall N > p+1, 5/ € {0,..., N—p—1}, ¥ € {0,...,p},
s e [%, ﬂ] and £ € R\ {0} one has

[A2( /N, '+ KN, €)] < g e (|g]masectn HOO=2172, o] —minacios ) 2e1/2).
(7.2.77)
It follows from (7.2.75), Lemma 7.2.5, (7.2.76), (7.2.77), and the inequalities |s +
B/N| <1, |5+ K/N| < 1, |s + /N — j/N| < (p+ 1)/N and |+ ¥/N — /N[> <
(p+1)?/N? that
| Z1,2(. 5", N)| < earN 72,

where the constant

b 2
Cor = (26025 (2(]0 +1)3/2 > |ak|>
k=0

> / min (1, |§’2) max (|§‘72maxse[0,1] H(s)72571’ ‘€|72min36[071] H(s)+2571) d¢
R
< +o0.
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Finally let us prove that the inequality (7.2.15) is satisfied when [ =1’ = 2. Setting
n (7.2.11) I = 1" = 2 one obtains that

Tr2(5,5',N)
_N2/N] [ A(kzoak (eisHR/NE )(5+k:/N—j/N)2A2(j/N,3+k/N’5)>

p
% ( Z akl(ei(s/—i-k//N)f _ 1)(51 + k_//N _j//N)2A2(j//N’ s + k//N,§)> dgdS/dS
k'=0
(7.2.78)

Then it follows from (7.2.78), Lemma 7.2.5, (7.2.77) and the inequalities |s+k/N|
L |+ K/N| <1, (s +k/N = j/N)* < (p+1)*/N? and (s + K'/N — j'/N)?
(p+1)?/N? that

ININ

1Z22(4,5', N)| < cos N4,

where the constant

P
Cog = (2026 (p+1 22 ’ako
=0
X / min (1,|§]2
R

< +o00.

N——

max (|£‘—2maxse[0,1] H(s)=2e-1 ‘€|—2minse[0’1] H(s)+25_1) de

Finally Lemma 7.2.4 holds. [J

7.3 Proof of Lemma 5.3.3

Lemma 7.3.1 There is a constant ¢ > 0 such that for every i € {0,...,N —p—1}
one has,

Vaﬁ“(AaYLN) — C(i/N)N_QH(i/N) < clog(N)N_l_2H(i/N).

Recall that

. "
) :/ [ — 1] > kg ok’ 77|d

|77|2H(s)+3

Proof of Lemma 7.3.1: Observe that (7.2.25), (5.2.15), (7.2.6) and the change of
variables n = £/N show that for all j € {0,...,N —p—1},

N /N 12| SP_ g, ei(k/N)E|2 ‘
IO,O(.jv.ij) = /| ||z:£];_0 | (AO(j/N7§))2d€
e [ RIS e R
o / ’£‘2H(j/N)+3 &

—  N2HG/N) e — 1| > h=o ae'™|?
|n[2HG/N)+3

— C(j/N)N_ZH(j/N)- (7.3.1)
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Then it follows from (7.3.1), (7.2.10), the triangle inequality, Relations (7.2.13) to
(7.2.15), and the inequality max,c 1) H(s) < 1, that there exists a constant ¢ > 0
such that for all N >p+1and j € {0,...,N —p— 1},

Var(Aan,N)—C(j/N)N_zH(j/N)‘ = ’Vaf(Aan,N)—Io,o(jajaN)‘
- | Yz

0<1,1'<2,(1,1)#(0,0)
> |G|
0<1,'<2,(1,1)#(0,0)
< clog(N)N~2HG/N)—1,

IN

Thus Lemma 5.3.3 has been proved. [

7.4 Proof of Proposition 5.3.11

Proposition 7.4.1 For any n big enough one sets

2maXge|

v H(s
O(Np,mp) = (N2 4+ mi /) <1 +m; N, v ) )> . (7.4.1)

Recall that m,, has been defined in (5.2.4). Let us assume that N, is chosen such

-1 QmaXSE[NN SUN, ]H(S) . . .
that m,~ Ny, noin remains bounded when n goes to infinity. Then for

all h € C;OI(R), there exists a constant ¢ > 0 such that for any n big enough one
has

E{ |V (i s v,) = Vb v, v,

} < cv(Np, mp) = O(N1/?) (7.4.2)

n

In order to prove of Proposition 7.4.1, we need the following quite useful lemma
which is a natural extension of Lemma 7 in ([35]) (see also ([36])).

Lemma 7.4.2 For alli=0,...,N, — 1, we set

Ei Non = ?i,Nn,n ~Yin,- (7.4.3)
Moreover, we denote by Gx the o-field generated by {X(s)}sc(o,1), that is,

Gx =0(X(s),0<s<1).

Then:

(i) Conditional on Gx, the random variables {&; N, n}icqo,..,N,—1} are independent.
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(ii) There exist a positive random variable C > 0 of finite moment of any order, and
a positive constant ¢, such that, for all n big enough and i € {0,..., N, — 1},

one has,
B (&i,nnlGx)| < Cmyt, B (&N, n)| < emy (7.4.4)
E ((ggz?Nn,n’gX) < Cmr_le E (éan’n) < Cmr_l,l’ (745)
E (&N, nlGx) < Cmy?%, E (&, ) < emy”. (7.4.6)

(iii) Conditional on Gx, the second moment of &; n,, n has the expansion,

E (&N, n1Gx) = 2my (Yiyn,)” + QiN, s (7.4.7)
where for all real I > 1, there exists a constant c(l) only depending on 1, such
that,

E {Jev;, vy n|'} < c(l){my Ny HONR) oy 20 (7.4.8)

(iv) For all real Il > 1, there exists a constant c(l) only depending on I, such that,
E{|%innl'} < ().

Proof of Lemma 7.4.2: In order to show that Part (i) holds, we will prove that,
almost surely for all i € {0,..., N, — 1},

N i/Np, Jit1/m
&i\Npn = 6iNyn + Nn / Y(s)ds — N, Y (s)ds, (7.4.9)
Jz/n (i+1)/Nn
where
) T Gtk 1)/
&3, Npn = 2Ny, / (Z(s) = Z((Ji + k)/n))o(s)dW (s). (7.4.10)

k=0 (ditk)/n

Observe that, assuming that (7.4.9) and (7.4.10) are satisfied are satisfied then on
can easily obtain Part (i) of the lemma. Indeed, on one hand, conditional on Gy,
{67;7]\/”’”}1-6{0’.“’]\;”,1} is a sequence of independent random variables because the
intervals [j;/n, ji+1/n), i € {0,..., N,, — 1} are disjoint; on the other hand,

i/ Nn (i4+1)/N,
{Nn/ Y(s)ds — Nn/ Y (s) ds}
J

/n Jiv1/n 1€{0,...,Np,—1}

are Gx-measurable.
Relation (7.4.9) will result from Ité formula, we are now going to recall. Let
{Pt}te[&l} be an arbitrary centered real-valued process defined for all ¢ € [0, 1], as,

t
B:Po+/ Jy dW(s),
0

where:
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e P, is a bounded random variable;

e {Js}sep,1) is a (Lebesgue) mesurable stochastic process, which is (stochasti-
cally) independent on the Brownian motion {W (s)}s¢(o,1], and which satisfies,

1
E (/ Jgds) < +oo.
0

Then the following It6 formula: a.s.

F(P) = F(P) +/Ot F'(Py)Js dW (s) +;/OtF(2)(PS)J§ ds, (7.4.11)

holds, for all real-valued function F' which is two times continuously on the real line,
almost surely.

Now we set, in (7.4.11), Py = 0, for each real x, F(z) = 2, for all i €
{0,...,Nn—1}, k€ {0,...,j¢+1—ji—1} and t € [0,1],

t
ik
Po= 27 = [ o1y o (5) W),
Thus, we obtain that,

. t t
(Ztl’k)2 22/0 Z2* 0 (8)1 (1) frt00) (5) dW(S)+/O (0(8))*L((j;-+4)/n,400) () ds.

(7.4.12)
Then, observing that
Z(Gi+k+1)/n) = Z(Gi+ k) /n) = Z0F iy o (7.4.13)
it follows from (7.4.12) and the fact that Y (s) = (o(s))?, that,
(Z(Gi+ K+ 1)/n) = Z(Gi + K)/m)”
ik 2
- <Z(ji+k+1)/n>
(ji+k+1)/n (Gitk+1)/n
= 2/ (Z(s) —Z((ji + k)/n))a(s) dW(s) + / Y (s)ds.
(Jit+k)/n (Gitk)/n
(7.4.14)
Then, (5.2.5) and (7.4.14) entail that
. N Jit1/n
Y:L',Nn,n = 6i,N,,n T+ Nn/ Y(S) ds, (7.4.15)
Ji/n

where the error term ézz N,.,n has been defined in (7.4.10). Relation (7.4.15) implies
that & N, = Yin,n — Yin, can be expressed as:

- Jit1/n (i4+1)/Nn
éai’Nmn = éai’]\/mn + (Nn // Y(S) ds — N, ) Y(S) ds), (7.4.16)
ji n i N’n
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which means that (7.4.9) is satisfied.

Let us now show that Part (i7) of the lemma holds. By using, (7.4.15), (5.2.5),
the fact that {Y'(s)}se(0,1] is Gx measurable, (5.1.4), and the equality Y (s) = (o(s))?
(see (5.2.2)), we get

. R Jir1/n
E(6vunl0x) = E(Finnl0x) = No [ Vs
Ji/m
Jit1—Ji— J1+k+1)/n 2
S e (| o o)
.7
Jit1 31_1 (Ji+k+1)/n Jit1/n
= N, / Y(s)ds — N, Y(s)ds
k=0 (Jit+k)/n Ji/n
=0 (7.4.17)
and
i/ Ny, (i41)/Nn i/ N, (i+1)/Nn
E(Nn/ Y (s) ds—Nn/ Y (s) ds(gx> :Nn/ Y (s) ds—Nn/ Y (s) ds.
Ji/m Jiv1/n Ji/m Jiv1/n
(7.4.18)

Then, it follows from (7.4.9), (7.4.17), (7.4.18), the triangle inequality, that,

‘E(@@i,Nn,nWX))

. i/Nn (i+1)/Nn
— ’E (EiN,n|Gx)+E <Nn/ Y(s)ds — Nn/ Y (s) ds‘gx>‘
J

ji /m Jiv1/n
’N Y(s)ds — N, Y(s)ds
Ji/n Jiv1/n
i/ Ny (i+1)/ Ny,
<N, Y (s)|ds + Ny, [Y (s)| ds. (7.4.19)
Ji/n Jit1/n

Moreover, in view of the Y'(s) = f(X(s)) where f € Cgol(R), one has,

. Y (s)| < er(1+[1X]15), (7.4.20)
s€|0,1

where || X|[oc = supyep,1|X(s)| and ¢1, K > 0 are two constants only depending
on f. Then, (7.4.19), (7.4.20) and the fact that the random variable || X ||~ is Gx
mesurable, imply that,

E (&,Nn,n@){)‘

i i t+1  Jiq1
Scl(l—i_HXHga)Nn((ﬁ_g)‘f‘( N ;)) (7.4.21)
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Observe that for each i € {0,..., N, —p— 1},

i g i [in/Ny]
No(— — 2y — N (- —
A (¥ )
i in/Ny — 1
= Nn(ﬁ - )
n n
Ny,
= 2 <m,! (7.4.22)
n
It follows from (7.4.21) and (7.4.22) that
B (& nlGx)| < Crmy (7.4.23)

where C7 = 2¢1(1 + || X||K) is a positive random variable of finite moment of any
order. Moreover, (7.4.23) implies

‘E (&iNwm)

‘E( ZNn”|gX))‘<E(‘E 2Nm”|gX)D<Clm Lo (1.4.24)

where ¢; = E (C1). Thus (7.4.4) has been proved.
Now, we are going to prove that (7.4.5) holds. First observe that, by using (7.4.19),
(7.4.21) and (7.4.22), we have for all real [ > 0,

Z/Nn (i+1)/Np, !
‘N Y (s)ds — N, / Y(s)ds| < Clm.". (7.4.25)
Ji/n Jiv1/n
Now we need to show the following inequality:
E (62N, 2lGx) < 4e (1+ |1 XI1) "y, (7.4.26)

In order to prove (7.4.26), recall that for all t € [0, 1],

Z(t) = 2o —i—/O o(s)dW(s).

Putting the above definition of Z and (7.4.10) together, it yields

3 Jir1 ==l (k1) /n t
&i,Noyn = 2N, Z / (/ o(s) dW(S))U(t) dWw(t). (7.4.27)
k=0 (Jitk)/n (Jitk)/n

Then conditional on Gx, we have
(itk+1)/

Jit1—Ji—
( 1Nn,n’gX _4N2 Z / / 2(8) d$>0'2(t) dt
(Jitk)/n (Jitk)/n

+8N3E< 3 << / sk ( /( Y s AW (s) ) (t) AW (2))

0<k<k'<jit1—ji—1 (Jitk)/n Jitk)/n

(Ji+k'+1)/n t
< /( 'Lk/)/n ( /( RC aw(s))o 1) dW(t))‘gX)

Ji Ji
(7.4.28)
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Observe that, the second term in the right side of equality (7.4.28) is almost surely
equal to 0, since, conditional on Gx, the random variables

(Ji+k+1)/n t
{ / ( / o(s) AW (8)) (1) dW(t)}
(Jit+k)/n (Jitk)/n k=0,....ji41—Ji—1

are centered and independent. Therefore, we get

_ Jitr1=3i=L (4 k41)/ ¢
E (&N, n19x) AN, Z / / ‘72(8)d8>02(t)dt

z+k ]z+k')/n
QJMZIJZ_I (itk+1)/ t )
— 4N / / Y (s)ds) Y (¢) dt.
z+k ]z+k)/n

(7.4.29)

It follows from (7.4.29) and (7.4.20) that

~o K .71+1 —Ji— (jit+k+1)/ n
B(élval0x) < L+ IXIDN Y / / 1ds) d

z+k J1+k)/n

= 01( +\|X\|§o) Npn~ (Ji+1*]i)- (7.4.30)

Next combining (7.4.30) with the inequalities ji11 — j; < my, + 1 < 2m,, and
Npyn~t <m, 1 one gets, (7.4.26). Next, setting,
Jiv1/m (i4+1)/Nn
AiNym = Nn Y(s)ds — N, Y (s)ds, (7.4.31)
ji/mn i/Nn

and using (7.4.9), the inequality for any reals z,y € R, (z+y)? < 222+ 2y2, (7.4.26)
and (7.4.25), it follows that,

E (675, nlGx)

<( an,n+Aan, ’gX>
2E (67N, nlGx) + 2E (A7 v, ,|Gx)
A+ [IX)15)my " + 261 (1 + 1X15)*m,
Cgm L (7.4.32)

n

IN AN A

where Co = 10c¢2(1 + || X||X)? is a positive random variable of finite moment of any
order. Moreover, (7.4.32) implies that

E (&N, n) = E(E (&N, 210x)) < camy, ", (7.4.33)

2 3

where ¢ = E (C2). Thus, we have shown that (7.4.5) is satisfied.
Let us now show that (7.4.6) holds. The classical Wiener’s calculus (see for
example, [49], P. 202) shows that, there exists a constant c¢3 > 0 such that for all n
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big enough, i € J(un,,vn,) and k € {0,...,ji+1 — ji — 1}, one has,

E ((/((:f:)/n (/(:k)/na(s) AW (s)) (1) dW(t)>4‘gX> (7.4.34)

Ji Ji

<o <E<( /(J(:f/ﬂ)/ : /(;k)/na(s) AW (s))o (1) dW(t))Q‘gX>)2

(ith+1)/n rt 2
=c3 </ / Y(s)Y(t)ds dt) .
(Jitk)/n (Jitk)/n

Next, it follows from (7.4.29) and (7.4.20), (7.4.34) that,
Gitk+1)/n
IE((/ (/ o(s) AW (s) ) (1) AW (1) ) ‘gx> < 47yt (1| X)) n
(Jitk)/n (Gitk)/n
(7.4.36)

Next (7.4.27), the equality that for all independent centered real-valued random
variables X1,..., X,

E((ixkf) ZE (X7 +ZZE (XDE (X2),

k=1k'=1

(7.4.35)

(7.4.36), (7.4.29) and (7.4.30), imply that,

E (&, nlGx)

= 16N2 ji+§_11a <</(ﬁ+k+1)/n (/(t o?(s) dW(S))a2(t) dW(t)>4‘gX>

k=0 (Ji+k)/n Jit+k)/n

Jit1—Ji—1jit1—ji—1 (jit+k+1)/n t 2
aevi S S E(([T ([ 2eawe)oav) o)

k=0 k=0 (Jit+k)/n (Ji+k)/n

xE <( / 9::/:)/” ( /( t o o2 (s) dW(s)>02(t) dW(t)>2‘gX>

(4 Ji
<deset(1+ | X)E) 0 Nt Gipr — 3i) + deset 1+ | XK ™ N2 i — i)
< 8esch (14 1 X[1K) 'm;2. (7.4.37)

Next, using (7.4.9), (7.4.31), the inequality for any reals z,y € R, (z + y)* <
824 + 8y*, (7.4.37) and (7.4.25), one can show that,

E (&N, n|9x)

E ((@EZ Npon + AiNpon 4‘@){)

8K (éa Nn, n|gX) + 8E (Az Nn, n‘gX)

8caer (1 + || X|15) my, % + 8¢t (1 + | X||5)  my

Csm. 2, (7.4.38)

IA A IA
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where O3 = 8(c3 + 1)ci(1 + || X||£)* is a random variable of finite moment of any
order. Moreover, (7.4.38) entails that,

E (&) = E (B (&, al9x)) < camy?, (7.4.39)

where ¢3 = E (C3). Thus, we have shown that (7.4.6) is satisfied.
Let us now prove that Part (#ii) of the lemma holds. By using (7.4.29), we
obtain

Jit1=Ji=1 (it k+1)/n /t

4N22/

Ji+1—Ji—1 j1+k+1)/n

i N2 i
— 4N? Z /ZM/n /(jﬁk)/n (Y(N—n)> dsdt + &y, n

E (&7x, nlGx) Y (s) ds)Y(t) dt

ji+k)/ (Ji+k)/n

_9,. ) T \\2
= 2NZn 2<yi+1—yi>(y<ﬁ>) + @i Ny (7.4.40)
n
where
2]@+1 —Ji— ]HrkJrl)/n ; 9
i Ny = AN, / / <Y(3)Y(t) - (Y(—)) ) ds dt.
Z Z jitk)/ (di+k)/n Ny
(7.4.41)
Thus we can write
o2 1 7 2
E (&N, nl0x) = 2m,, (Y(FD + Qi N, ns (7.4.42)
n
where
Q5 Nypyn = di,Nn,n + Bi,Nn,n; (7443)
with '
. _ 2 =27 N 1 L 2
BiNon = 2\ N (i1 — i) = mn” (Y (57)) - (7.4.44)
n

Thus, in order to obtain Part (iii) of the lemma, it is sufficient to show that for all
real [ > 1, there is a constant ¢({) > 0 only depending on [ such that,

E|Bin,nl' < c(lym;,?, (7.4.45)

and

E @i n, | < c(lym; N HGEN), (7.4.46)
Let us first prove that (7.4.45) holds. The facts that n/N,, € (my,m, + 1) and
Jit1 — Ji € {mn, my + 1} imply

9. . _ m M1 —2mn +1) -
Nin s =gyt € [T e Syt = [
n

Thus there exists a constant ¢4 > 0 such that

INZn "2 (ier = i) —my | < camy,®. (7.4.47)
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Putting together (7.4.44), (7.4.47) and (7.4.20), we get
E|Bin,nl" < c1imy?, (7.4.48)

where ¢1; = 2'c4¥E (14 || X[ K)?) is a finite constant only depending on I; thus
we have shown that (7.4.45) is satisfied.

Let us now prove that (7.4.46) holds. By using (7.4.41), the fact that that = s 2!
is a convex function, Holder inequality, and the inequality |j;+1 — Jji| < my, + 1, we

obtain
Jitr1=Ji=l (ik+1)/n . l
s Nl < ’4N2 / / (YY)~ (V(5-))?) dsat
= Jkm JGitk)/n Ny,
Jit1—Ji—1 (Git+k+1)/n . -1
< AN jis — gl Z n_(l_l)/ t—m)
k=0 (Jitk)/n n
¢ 1
x/ Y(s)Y(t)—(Y(z’/Nn))Q‘ ds dt
(Jitk)/n
< 4lN£l(mn + 1)171,”72(171)

Jitr—di=l k1) /m )
x Y / / Y (s)Y (t) — (Y (i/Np))?| dsdt.
k=0 (Jit+k)/n (Jitk)/n

(7.4.49)

Next it follows from (7.4.49) and Fubini Theorem that,

Jitr=Ji=l LGitk41)/n st !
B |6 v, nl < ANZ (mp+1) 072000 Y / / E’Y(s)Y(t)—(Y(i/Nn))2 ds dt.

k=0 (Jitk)/n (Jit+k)/n
(7.4.50)
Let us now prove that there is a constant c3; > 0, only depending only on /, such
that,
! .
E|Y(s)Y(t) - (Y(z'/Nn))z) < ¢ NTWH/Nn), (7.4.51)

Using equality: for all reals x,y, z, one has,

zy—22=z2(x—2)+2(y — 2) + (z — 2)(y — 2),

one gets

Y)Y ()~ (Y (i/N2))?]

= [V (/N (Y () = Y i/ Na)) + (Y () = Y (5/N0))) + (Y () = Y (i Na)) (Y (£) = Y (5/No))|
(7.4.52)
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It follows from (7.4.52), the triangle inequality, the equality Y (u) = f(X (u)) for all
real u (see (5.2.2), the Mean Value Theorem and the fact that f € Cgol (R), that

Y)Y ()~ (Y (i/N2)?|
< [Y/Na) (Y () = Y@/ Na))| + |V (/N)(Y (8) = ¥ (i/Na)
H( () = Y @/ N)) (Y (£) = ¥ (i/ V)

<IG/NDL s @) (X () = X (/N
UE[— [ X |00, ]| X loo]

2
(s @) X ()~ XN
UE[=]| X || oo, | X || 0o ]

)

+|x e - x /)

X(6) = X (i/Ny)

< 1+ X1 (|X(6) - X/

+ ‘X(t) - X(z'/Nn)‘

)

+|x) —X(z'/Nn)DZ

+|x(s) = X6/

X () - X(i/N0)

< A+ IXIE)* (| X () — X (/)

IN

)

2), (7.4.53)

2 (14 X115 (|X (5) = XG/Na)[ + [X(0) — X(0/80)

Ci(|(s) - X(6/N,) g ()~ X (/)

where Cy = 2¢3(1 + || X Hfo)2 is a random variable of finite moment of any order.
Next, Observe that

jiood i [in/N,,] _ in/N, —1 1 1
n N, N, n - N, n n ~ N,
and
jivr i | [@+Dn/Na] i < (i+Dn/Ny—1 i 1
n Nl n N, — n N, N,

Then, Lemma 2.12 in |7] and the equivalence of Gaussian moments, imply that there
Ji j¢+1]
n’> n I’

exists a constant ¢4 ; > 0, only depending on [, such that for all n, i and s € |
one has,

21 . )
E ‘X(s) — X(i/No)| < cagls — i/ Np|2HONn) < ¢ ) NZHHE/Nn), (7.4.54)

It follows from (7.4.53), the fact that x + 2! is a convex function, Cauchy-Schwarz
inequality and (7.4.54), that

l
E ‘Y(S)Y(t) - (Y(i/Nn))2‘

<21 () ((B[x0) - x/m) " + (B|xo - x6mn[) ")
< ey N, N, (7.4.55)
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Thus we have shown that (7.4.51) holds. Next, it results from (7.4.50) and (7.4.51)
that, for all n big enough,

E |6, 5, "
l

<A'NZ (mp, + 1) 20 Gy — G)n 2R Y ()Y (1) — (Y (i/Nn))?

< 41637an21n—2z(mn i 1)an—lH(i/Nn)

< c5ymy, N, N (7.4.56)

where c5; = 8!c3;. This shows that (7.4.46) is satisfied.
Next, using (7.4.43), the fact that z ~ 2! is a convex function, (7.4.45) and
(7.4.46), we get

Eloin,al < 27'Elain, ol + 2B |Bin, ol

< o) (m;lN,;lH (i/Nn) m,;”), (7.4.57)
which proves that Part (ii7) of the lemma is satisfied.
Let us now show that Part (iv) of the lemma holds. First, recall that (see

(7.4.15), one has,

~ - Ji1/n

YiNom = &N, n + Ny Y (s)ds. (7.4.58)

Ji/n

Observe that using a method, similar to that which allowed to show (7.4.6) holds,
one can prove that for all real [ > 1, for all n big enough,

E (|&.n,.n]") < coumy? < ey, (7.4.59)

where cg; > 0 is a constant only depending on [. On the other hand, Relation
(7.4.20) and the fact that N,n~!(ji11 — j;) can be bounded independently on i and
n, imply that,
Jit1/n l
E’Nn/ Y(s)’ < erl, (7.4.60)
Ji/n
where cg7 > 0 is a constant only depending on [. Finally Part (iv) of the lemma

results from (7.4.58), the fact that z +— 2 is a convex function, (7.4.59) and (7.4.60).
O

Now we are in position to show that Proposition 5.2.2 holds. Our proof is
inspired by that of Proposition 1 in [35] (see also [36]).

Proof of Proposition 5.2.2: For all : =0,..., N, — p — 1, one sets,

p
DNaiNpn =Y GhEigk Ny (7.4.61)
k=0

Thus, in view of (5.2.9), (5.2.12) and (7.4.3), one has,

Dai Ny = DaYiNyn — DY iN, (7.4.62)
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Next oberve that, (5.2.17), (5.2.13) and (7.4.61) imply that,

4
V(hipn, vn,) = V(b un,vn) =Y Buy(h), (7.4.63)

r=1
where
Bpi(h) = Nyt Y (C(i/Ny)) T NRHEMN)

1€T (Ny YNy )
X { (Aa@@i,Nn,n)z — 2||all3m,,! (Yi/Nn)2}h(?i,Nn) (7.4.64)
Baa(h) = Nyt 30 (CG/N)TINRHO
€T (LN, VN, )
< (8T ) = 20l (Fiw,on) AT wn) — h(Tix,))
(7.4.65)
Bua(h) = N;' Y (C(i/Ny,)) " NHGEAN)
€T (UNp VNy)
x2alm{ (Viw,)? = Vivan)* }r(Fin,) (7.4.66)
Bya(h) = N;' Y (C(i/N,)) NH )

)

lej(ﬂNn,l/Nn)
XQ(Aaéaz’,Nn,n)(Aa?i,Nn)h(?i,Nn) (7.4.67)
Thus, in order to prove the proposition, it is sufficient to show that, for r = 1,2, 3,4,

one has
E{|By(h)|} < cv(Np, mp). (7.4.68)

We will only prove that (7.4.68) is satisfied in the case where r = 1 since the other
cases can be treated in a rather similar way. We set,

b = { (ADabinnn)” = 2lal3ms (Yigw,)* r(Vin,) (7.4.69)

Observe that in view of Part (i) of Lemma 7.4.2, conditional on Gx, the random
variables b; and b; are independent when [i — j| > p 4+ 1. Using the latter fact as
well as (7.4.64),

E ((Bn1(h))?|Gx)
= N;? > (C(i/N)C(j/Ny)) ~ N2HENOFHG/NODE (051G )
1,J€ET (N VN, )s|i—3|<p
+N;? > (C(i/N)C(j/Ny)) ~ N2HENOFHGINDE (|G )E (b;]Gox ).

i:jEJ(/‘N'n 7VNn)7|i7j|2p+1
(7.4.70)

Next, using (7.4.20), the fact h € C;OZ(R), Cauchy-Schwarz inequality and Part (i7)
of Lemma 7.4.2, it follows that there is a constant ¢; > 0, non depending on n, 4
and j, such that,

E {|b:b;|} < erm;,”. (7.4.71)
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On the other hand, observe that (5.2.15) implies that

co = sup (C(s))7! < oc. (7.4.72)
s€[0,1]

Next combining (7.4.71) with (7.4.72), it follows that, there exists a constant c3 > 0,
such that, for all n big enough,

E 3 (C(i/Nn)C(j/Np)) " NZHCN)HHGINOE (b;b;|Gx )
,J€T (N, Ny, )L, |i—7|<p

4max5€[MNanNn] H(S)+1m;2

< e3N2 (v(Np, ), (7.4.73)

where the last inequality results from (7.4.1). Let us now study the second term in
the right hand side of (7.4.70). To this end, first we need to show that, that there
is a constant ¢4 > 0 such that for all n big enough and all i, one has,

E {(E (bi|gx))2} < ¢4 (m;QNn_QH(i/N") + m;4) (7.4.74)

Using (7.4.69), the fact the process {Y (s)}scp0,1) is Gx) measurable and Part (iii)
of Lemma 7.4.2, one has that,

E (bi|Gx)
= {& (A&Nn, *I6x) — 2lalmy (Vi) JVine)

p p
_ 2 ey
{2 S @t (Yawyw,)” = 2laldma (Yyn,)* + 3 afaisk nn + 5z‘,Nn,n}h(Yi,Nn)
k=0 k=0
(7.4.75)

where

BiNun = 2 Z apaE (Cg’i+k,Nn,n£i+l,Nn,n|gx)- (7.4.76)
0<k<I<p

Next observe that, using the fact that conditional on Gx, the random variables
Eitk, Ny and i1y N, n in (7.4.76) are independent (this results from Part (i) of
Lemma 7.4.2)) as well as the first inequality in Relation (7.4.4), it follows (7.4.76)
that, almost surely,

|BiNan| <2 Z |arar] |E (Ek,N nGitt, Nl Gx) |

0<k<I<p

<2 > (GitkNunGx) | |E (118,09 |
0<k<I<p

< Csm,2, (7.4.77)

where Cjs is a random variable of finite moment of any order, which does not depend
on n and i. Also, observe that similarly to (7.4.51), one can show that for all real
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[ > 1, there is a constant cg; > 0, only depending on [, such that, for all n big
enough, i € {0,...,N, —p—1} and k € {0,...,p}, one has,
2

l .
E|(Vaym)” = (Vi )?|| < o NG,

which in turn implies that
P 9 91l .
B |23 amy (Veenyw,)” = 2lal3my (i, )| < ermy N-1H6N - (7.4.73)
k=0

where c7 is a constant only depending on I. Next by using (7.4.75), (7.4.78), (7.4.8),
(7.4.77), Cauchy-Schwarz inequality, the fact h € C;OI(R) and (7.4.20), one obtains
(7.4.74). Next, it follows from (7.4.72), (7.4.74) and Cauchy-Schwarz inequality, the
assumption that

2maxg v H(s
supm;an b v ] 1) < 00,
the fact that H is with values in (1/2,1), that
. . -1 i/Np, i /Ny,
B 2 (C(i/Nn)C(j/Nn)) ™ NG THGINDE (bi] G )E (b1Gx)

4,JE€ET (KN, Wy )sli—|2p+1

4 max, H(s)+2 —2min, ; H(s)
< CgNn sE€[LN,, YNy, ] <mn2Nn s€[uN,, YNy, | + m;4

where cg,cg are two constants non depending on n and where the last inequality
results from (7.4.1). Next using (7.4.70), (7.4.73), (7.4.79) and Cauchy-Schwarz
inequality, it follows that, (7.4.68) is satisfied when r = 1.

O

(7.4.79)

http://doc.univ-lille1.fr



Thése de Qidi Peng, Lille 1, 2011

Bibliography

[1] V. Alfi, F. Cocceti, A. Petri, and L. Pietronero, Roughness and finite size effect
in the nyse stock-price fluctuations, Eur. Phys. J. B (2007), no. 55, 135-142.
(Cited on page 51.)

[2] A. Ayache, Du mouvement brownien fractionnaire au mouvement brownien mul-
tifractionnaire, Technique et science informatiques (2001), no. 20-9, 1133-1152.
(Cited on pages 1, 7 and 52.)

3] , The generalized multifractional field: A nice tool for the study of the
generalized multifractional brownian motion, J. Four. Anal. Appl. (2002), no. 8,

581-601. (Cited on page 52.)

[4] A. Ayache, S. Cohen, and J. Lévy Véhel, The covariance structure of multifrac-
tional brownian motion, with application to long range dependence, Proceedings
IEEE ICASSP, vol. 6, 2000, pp. 3810-3813. (Cited on page 52.)

[5] A. Ayache and C. El-Nouty, The small ball behavior of a non stationary incre-
ments process: the multifractional brownian motion, Preprint CMLA (2004),
no. 08, 135-142. (Cited on pages 52 and 123.)

[6] A. Ayache, S. Jaffard, and M.S. Taqqu, Wavelet construction of generalized
multifractional processes, Rev. Mat. Iberoam. 1 (2007), no. 23, 327-370. (Cited
on pages 52, 80 and 98.)

[7] A. Ayache, N.-R. Shieh, and Y. Xiao, Multiparameter multifractional brownian
motion: Local nondeterminism and joint continuity of the local times, To appear
in Ann. Inst. H. Poincaré Probab. Statist. (Cited on pages 61 and 144.)

[8] A. Ayache and M.S. Taqqu, Multifractional processes with random exponent,
Publ. Mat. 2 (2005), no. 49, 459-486. (Cited on pages 31, 37, 52 and 68.)

[9] A. Ayache and J. Lévy Véhel, The generalized multifractional brownian motion,
Statistical Inference for Stochastic Processes 1-2 (2000), no. 3, 7-18. (Cited on
page 35.)

[10] , On the identification of the pointwise hélder exponent of the generalized
multifractional brownian motion, Stoch. Proc. Appl. (2004), no. 111, 119-156.

(Cited on pages 1, 7, 13 and 79.)

[11] J. M. Bardet, Testing for the presence of self-similarity of gaussian time series
having stationary increments, Time Series Analisis 5 (1997), no. 21, 497-512.
(Cited on pages i and 13.)

[12] J. M. Bardet and P. Bertrand, Definition, properties and wavelet analisis of
multiscale fractional brownian motion, Fractals (2007), no. 15, 73-87. (Cited
on pages i, 1, 7 and 13.)

© 2011 Tous droits réservés. http://doc.univ-lille1 fr



© 2011 Tous droits réservés.

150

Thése de Qidi Peng, Lille 1, 2011

Bibliography

[13]

[14]

[15]

[16]

[17]

[18]

[19]

[20]

[21]

22]

23]

[24]

[25]

J. M. Bardet and D. Surgaillis, Nonparametric estimation of the local hurst
function of multifractional processes, Preprint (2010). (Cited on pages i, 1, 7
and 79.)

, Measuring the roughness of random paths by increment ratios, Bernoul-
li (2011), no. 17, 749-780. (Cited on pages i, 1, 7 and 13.)

O. Barriére, Synthése et estimation de mouvements browniens multifraction-
naires monodimensionnels et bidimensionnels. etude de processus a régularité
prescrite, Ph.D. Thesis, Ecole Centrale de Nantes (2007). (Cited on pages 1, 7
and 46.)

A. Benassi, S. Cohen, J. Istas, and S. Jaffard, Identification of filtered white
noises, Stoch. Proc. Appl. (1998), no. 75, 31-49. (Cited on pages 1, 7, 13
and 26.)

, Identifying the multifractional function of a gaussian process, Stat.
Prob. lett. (1998), no. 39, 337-345. (Cited on pages 1, 7 and 79.)

A. Benassi, S. Jaffard, and D. Roux, Gaussian processes and pseudodifferential
elliptic operators, Rev. Mat. Iberoam. 1 (1997), no. 13, 19-81. (Cited on pages 1,
7,31, 51 and 80.)

S. Bianchi, Pathwise identification of the memory function of the memory func-
tion of multifractional brownian motion with application to finance, Int. J. The-
oret. Appl. Finance 2 (2005), no. 8, 255-281. (Cited on pages 1, 2, 7, 8, 52
and 79.)

S. Bianchi and A.Pianese, Multifractional properties of stock indices decomposed
by filtering their pointwise holder regularity, Int. J. Theoret. Appl. Finance 6
(2008), no. 11, 567-595. (Cited on pages 1, 2, 7, 8 and 52.)

S. Bianchi, A.Pianese, and A.Pantanella, Modeling stock prices by the multi-
fractional brownian motion: an improved estimation of the pointwise reqularity,
To appear in Quantitative Finance (2010), no. 11, 567-595. (Cited on pages 1,
2,7,8,52and 79.)

J. F. Coeurjolly, Identification of multifractional brownian motion, Bernoulli 6
(2005), no. 11, 987-1008. (Cited on pages 1, 7, 13 and 79.)

S. Cohen, From self-similarity to local self-similarity: the estimation problem,
Springer, eds Dekind, Lévy Véhel, Lutton and Tricot (1999), no. 107, 3-16.
(Cited on pages 1, 7 and 52.)

F. Comte and E. Renault, Long memory continuous time models, J. Econom.
(1996), no. 73, 101-150. (Cited on page 50.)

, Long memory in continuous-time stochastic volatility models, Math.
Finance (1998), no. 8, 291-323. (Cited on page 50.)

http://doc.univ-lille1.fr



Thése de Qidi Peng, Lille 1, 2011

Bibliography 151

[26] H. Cramer and M.R. Leadbetter, Stationary and related stochastic processes,
Wiley, New York (1967). (Cited on page 15.)

[27] M. Czorgo and P. Révész, Strong approximation in probability and statistics,
Academic Press (1981). (Cited on pages 27 and 109.)

[28] D. Dacunha-Castelle and M. Duflo, Probabilités et statistiques, Masson, Paris
2 (1983). (Cited on page 30.)

[29] 1. Daubechies, Ten lectures on wavelets, CBMS-NSF series, STAM Philadelphia
61 (1992). (Cited on page 45.)

[30] P. Doukhan, G. Oppenheim, and M.S. Taqqu, Theory and applications of long-
range dependence, Birkhduser, Boston (2003). (Cited on page 50.)

[31] P. Embrechts and M. Maejima, Selfsimilar processes, Princeton University Press
(2002). (Cited on pages 1, 7 and 50.)

[32] K. Falconer, Tangent fields and the local structure of random fields, J. Theoret.
Probab. (2002), no. 15, 731-750. (Cited on page 52.)

[33] , The local structure of random processes, J. London Math. Soc. (2003),

no. 67, 657-672. (Cited on page 52.)

[34] K. Falconer and J. Lévy Véhel, Localisable moving average stable and multi-
stable processes, To appear in J. Theoret. Probab. (2008). (Cited on page 52.)

[35] A. Gloter and M. Hoffmann, Stochastic volatility and fractional brownian mo-
tion, Prépublication du laboratoire de Probabilités & Modeéles Aléatoires des
Universités Paris 6 & Paris 7 (2002), no. 746. (Cited on pages i, 2, 3, 8, 9, 18,
49, 50, 53, 56, 57, 58, 65, 81, 135 and 145.)

[36] , Stochastic volatility and fractional brownian motion, Stoch. Proc. Appl.

(2004), no. 113, 143-172. (Cited on pages i, 2, 3, 8, 9, 49, 50, 53, 56, 57, 58,

65, 74, 81, 135 and 145.)

[37] , Estimation of the hurst parameter from discrete noisy data, Ann. S-

tatist. 5 (2007), no. 35, 1947-1974. (Cited on pages 13 and 80.)

[38] J. Hamonier, Ph. D.thesis (in preparation), Université Lille 1. (Cited on
page 98.)

[39] J. Hull and A. White, The pricing of options on assets with stochastic volatili-
ties, J. Finance (1987), no. 3, 281-300. (Cited on pages 49 and 50.)

[40] I. A. Ibragimov and R. A. Rozanov, Gaussian random processes, Springer Verlag
22 (1978), 281-300. (Cited on page 15.)

© 2011 Tous droits réservés. http://doc.univ-lille1 fr



© 2011 Tous droits réservés.

152

Thése de Qidi Peng, Lille 1, 2011

Bibliography

[41]

[42]

[43]

[44]

[45]

|46]

[47]

48]

[49]

[50]

[51]

[52]

[53]

[54]

A. Islam, K.M. Iftekharuddin, R.J. Ogg, F. Laningham, and B. Sivakumar,
Multifractal modeling, segmentation, prediction and statistical validation of pos-

terior fossa tumors, Proceedings of SPIE Medical Imaging: Computer aided
diagnosis (2008), no. 6915, 69153C-1-69153C—11. (Cited on pages 1 and 7.)

J. Istas and G. Lang, Quadratic variations and estimation of the local hélder
index of a gaussian process, Ann. Inst. H. Poincaré Probab. Statist. (1997),
no. 33, 407-437. (Cited on pages 1, 3, 7, 9, 13, 14, 15 and 16.)

I. Karatzas and A.V. Shreve, Brownian motion and stochastic calculus, Springer
(1987), 281-300. (Cited on page 33.)

M. Ledoux and M. Talagrand, Probability in banach spaces, Springer, seccond
printing (2010), 83-96. (Cited on pages 34 and 61.)

R. Lopes, A. Ayache, N. Makni, P. Puech, A. Villers, S. Mordon, and N. Be-
trouni, Prostate cancer characterization on mr images using fractal features,
Medical Physics (2002), no. 38. (Cited on pages 1 and 7.)

L. Luenberger, Introduction to dynamical systems: theory and applications,
Wiley (1979). (Cited on pages 27 and 109.)

B.B. Mandelbrot, Fractales, hasard et finance, Flammarion, Paris (1997). (Cit-
ed on pages 51 and 52.)

, Fractals and scaling in finance: discotinuity, concentration, risk,
Springer-Verlag, New York (1997). (Cited on page 52.)

H.P. McKean, Wiener’s theory of nonlinear noise, SIAM. AMS. 006 (1970),
191-209. (Cited on pages 45 and 140.)

A. Melino and S.M. Turnbull, Pricing foreign currency options with stochastic
volatility, J. Econom. (1990), no. 45, 239-265. (Cited on page 49.)

R.F. Peltier and J. Lévy Véhel, Multifractional brownian motion : definition
and preliminary results, Rapport de recherche de 'INRIA (1995), no. 2645,
239-265. (Cited on pages 1, 7, 31, 51 and 80.)

M. Rosenbaum, Estimation of the volatility persistence in a discretely observed
diffusion model, Stoch. Proc. Appl. (2008), no. 118, 1434-1462. (Cited on
pages 61, 80 and 81.)

G. Samorodnitsky and M.S.Taqqu, Stable non-gaussian random processes,
Chapman and Hall (1994), no. 76. (Cited on pages 1, 7 and 50.)

L. Scott, Option pricing when the variance changes randomly: Estimation and
an application, J. Financial Quantit. Anal. (1987), no. 22, 419-438. (Cited on
page 49.)

http://doc.univ-lille1.fr



Thése de Qidi Peng, Lille 1, 2011

Bibliography 153

[55] S. Stoev and M.S. Taqqu, Stochastic properties of the linear multifractional
stable motion, Adv. Appl. Probab. 4 (2004), no. 36, 1085-1115. (Cited on

page 52.)

[56] , Path properties of the linear multifractional stable motion, Fractals 2
(2005), no. 13, 157-178. (Cited on page 52.)

[57] , How rich is the class of multifractional brownian motions?, Stoch.

Proc. Appl. (2006), no. 116, 200-221. (Cited on page 52.)

[58] D. Surgailis, Nonhomogeneous fractional integration and multifractional pro-
cesses, Stoch. Proc. Appl. (2008), no. 118, 171-198. (Cited on page 52.)

[59] C. Tudor and F. Viens, Statistical aspects of the fractional stochastic calculus,
Ann. Statist. (2007), no. 35, 1183-1212. (Cited on page 50.)

[60] P. Wojtaszczyk, A mathematical introduction to wavelets, London Mathemat-
ical Society Texts, Cambridge University Press 37 (1997), 1183-1212. (Cited
on page 45.)

© 2011 Tous droits réservés. http://doc.univ-lille1 fr



	Titre

	Résumé

	Abstract
	Contents
	Chapter 1 : Introduction en français
	Chapter 2 : Introduction
	Chapter 3 : Uniform Hölder exponent of a stationary increments Gaussian process : estimation starting from average values
	Chapter 4 : Hölder regularity and series representation of a stochastic volatility model {Z(t)}t[0,1]
	Chapter 5 : Multifractional stochastic volatility models: statistical inference related to the hidden volatility
	Chapter 6 : Multifractional stochastic volatility models: estimation of hidden pointwise Hölder exponents
	Chapter 7 : Appendix
	Bibliography

	source: Thèse de Qidi Peng, Lille 1, 2011
	d: © 2011 Tous droits réservés.
	lien: http://doc.univ-lille1.fr


