Submitted to the Annals of Applied Probability

CLUSTERING OF LARGE DEVIATIONS IN MOVING
AVERAGE PROCESSES: THE SHORT MEMORY REGIME

By ARIJIT CHAKRABARTY AND GENNADY SAMORODNITSKY *
Indian Statistical Institute, Kolkata and Cornell University

We describe the cluster of large deviations events that arise when
one such large deviations event occurs. We work in the framework
of an infinite moving average process with a noise that has finite
exponential moments.

1. Introduction. A very crude classification of how we analyse random
systems might split the work into distributional analysis and large deviations
analysis. The distributional analysis deals with the “usual” deviations of a
system from its “average” state, while the large deviations analysis deals the
“unusually large” deviations, that are, by necessity, rare (but may have a
major impact). Separately, the idea of clustering is also a major idea in how
we look at random systems. Clustering typically means that certain related
events occur “in proximity to each other” and, when it happens, the impact
of the events may be magnified. Clustering is interesting because it may
shed light on certain structural elements in a random system. Clustering is
most frequently studied in distributional analysis; an important example is
clustering of extreme values; see e.g. Embrechts et al. (2003).

In this work we are interested in clustering of large deviations events.
From a different point of view, we would like to understand whether or
not a (rare) large deviations event is likely to cause a cascade of additional
large deviations events and, if so, what does this cascade look like. Litera-
ture on large deviations analysis is vast, and the nature of large deviations
turns out to be different in stochastic systems with “light tails” and with
“heavy tails”. The texts such as Dembo and Zeitouni (1998) or Deuschel
and Stroock (1989) describe large deviations of light-tailed systems, while
Mikosch and Nagaev (1998) will give the reader an idea how large devia-
tions occur in heavy-tailed systems. Large deviations are affected not only
by the “tails” in a random system, but also the “memory” in that system,
in particular by whether the memory is “short” or “long”. The change from
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2 CHAKRABARTY AND SAMORODNITSKY

short to long memory in a system can be viewed as a phase transition (see
Samorodnitsky (2016)), and it affects large deviations as well. In this work
we study clustering of large deviations in a light-tailed system, but we will
consider both short memory and long memory situations.

Let us now be more specific about the class of stochastic models we will
consider. We will consider centred infinite moving average processes

o0
(1.1) Xn =Y Zni, n>0,
i=0
where (Z,, : n € Z) is a collection of i.i.d. non-degenerate random variables
(the noise) with distribution F satisfying
(1.2) / e'* Fz(dz) < oo for all t € R,
R

and

(1.3) /RZFZ(dZ) =0.
For future reference we denote

(1.4) = /Rz2 Fy(dz).

Let ag,a1,az ... be real numbers satisfying

o0
(1.5) > af < o0
j=0

Since the assumption (1.2) implies that the noise variables have a finite
second moment, the zero mean property assumed in (1.3) and the square
integrability of the coefficients (1.5) imply that the infinite sum in the right
hand side of (1.1) converges in L? and a.s. and defines a zero mean stationary
ergodic process. Therefore, for € > 0 the event

1 n—1
Eo(n,e) = {nZXi > 5}

is, for large n, a rare, large deviations, event. We would like to understand
whether occurrence of this event may cause a cascade of related events.
Specifically, for j > 0 we denote

n+j5—1
1 J

(1.6) Ej(n,e) = { — Y Xizey,
i=j
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so that each event Ej(n,¢) is equally rare, and we would like to know how
many of the events for j “reasonably close to j = 0” occur if Ey(n, ) occurs
(the reason for the qualifier “reasonably close to j = 0” is that by ergodicity,
the events Ej(n, ) will keep recurring eventually, regardless of the structure
of the system).

The difference between short memory infinite moving average processes
and long memory infinite moving average processes lies in the rate the coef-
ficients (a,) converge to zero (subject to the square summability, of course).
This will lead to markedly different cascading of the events E;(n,¢), condi-
tionally on the event Fy(n,e) occurring. In this paper we consider the short
memory memory processes, while leaving the long memory case to another
paper. Specifically, we describe the limiting distribution of the large devia-
tion cluster caused by the rare event Ey(n,e) as well as the behaviour of the
size of that cluster as the overshoot € becomes small. It turns out that for
such ¢ the size of the cluster is of the order e~2.

Our main results on the cluster of large deviations for short memory
infinite moving average processes are in Section 2. The concluding Section
3 contains a discussion of the results we obtain and connects them to what
one may expect when the memory becomes long.

2. Short memory moving average processes. We follow the com-
mon terminology and say that the infinite moving average process (1.1) has
short memory if

(2.7) i lan| < oo and ian # 0.
n=0 n=0

We investigate the clustering of the rare events (Ej(n,¢)) in the following
way. We will show that the conditional law of the process of occurrences of
the large deviation events,

(2.8) (1(Ej(n,e), 1 =1,2,...)),

given Ey(n,¢) has a non-degenerate weak limit and describe that limit. This
will show, in particular, that for a fixed K € Z the conditional law of the
total number of occurrences among the first K of the events (E;(n,¢))

K

(2.9) va(K,)() =P | Y _1(Ej(n,e)) € | Eo(n,e)
j=1

has a weak limit. That weak limit itself converges weakly, as K — oo, to
an a.s. finite random variable that we interpret as the size of the cluster
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of large deviation events caused by a large deviation event at time zero.
An interesting regime is that of a small ¢ > 0, and we show a properly
normalized size of the cluster of large deviation events converges weakly,
as € — 0, to an (interesting) limit. As we have explained above, the limits
should be taken in this specific order.

To state the main results of this section we need to introduce some nota-
tion first. Denote

(2.10) A= i .
n=0

In the sequel we will assume that A > 0. Note that, in view of (2.7), this
introduces no real loss of generality because, if the sum is negative, we
simply multiply both (Z,) and (a,) by —1 and reduce the situation to the
case A > 0 we are considering. Further, for n = 0,1,2,... we write

n

(2.11) Ap=> aj.

J=0

Next, we let

(2.12) o7 (1) = log </R ot FZ(dz)> teR

to be the log-Laplace transform of a noise variable. For § € R we denote
by Gy the probability measure on R obtained by exponentially tilting Fz as
follows:

(2.13) Go(de) = e~ 2O+, (dr), z e R.

Further, let
so =sup{z € R: Fz(z) < 1} € (0, 0]

be the right endpoint of the support of a noise variable. We will consider
the events (Ej(n,¢)) for € satisfying

(2.14) 0<e/A<s.

The function ¢y is infinitely differentiable, and its first derivative ¢, strictly
increases from 0 at t = 0 to so as t — oo. Therefore, for e satisfying (2.14),
we can unambiguously define 7(¢) > 0 by

(2.15) oy (t(e)) =¢/A.
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We now introduce a collection {Z]“ :j € Z, u =+ or —} of independent
random variables with the following laws:

Z:j ~ G(l_A_lAjfl)T(E)v Jj=1,

77 ~G j>0
2.16 j (e T
(2.16) 725~ Gaia, ire) s Jj=1,
Z ~ Fy, j=>0.

Finally, let T* be an exponential random variable with parameter 7(¢)/A,
independent of the family (2.16).
It is elementary to check that for any j > 0 and v = + or —,

B2 < [ 161Gasieodo) + [ 1ol G aorapgo(de) < .
where

A= anl.
n=0

Therefore, the infinite series

n—i’

(2.17) U, =Y aiZ,_; n>0,
=0

n—ig’

oo
U;‘ = Z aZt ., n>0
i=0
converge in L' and a.s. Finally, we define

i—1
(2.18) Vi(e) =1 (T* > ]Z(U; - Uj)) >
i=0

We are now ready to state the main theorems of this section. They rely
on a technical assumption, excluding the case of a lattice-valued noise. We
assume that

(2.19) <1 for any t # 0 where i = v/—1.

/ e Fy(dz)
R

Our first result describes the behaviour of the sequence of conditional laws
of the process of occurrences of the large deviation events (2.8) and of the

sequence (2.9) of the total number of occurrences among the first K of the
events (Ej(n,e)).
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THEOREM 1. Assume that (2.7) holds and A > 0 in (2.10). Assume,
further, that the characteristic function of the noise variables satisfies (2.19).
Let ¢ be as in (2.14). Then, as n — oo,

(2.20)

P((I(Ej(n,s), j=12..))¢€ -‘Eo(n,s)) - P((V;»(g), j=12..)€ )

in {0,1}°°. In particular, for every fired K > 1, the conditional laws (v, (K, ¢€))
in (2.9) satisfy

K
(2.21) vn(K.e)() =P ) Vie)e | asn— oo
j=1

It is natural to interpret the statement of Theorem 1 as saying that a
large deviation event Ey(n,e), upon occurring, leads to a random cluster of
large deviation events, and the limiting (as n — oo) total size of this cluster
has the law of

(2.22) D. =) Vj(e), £>0.
j=1

Our second result of this section shows that this total cluster size is a.s.

finite and describes its limiting behaviour as the overshoot € becomes small.

THEOREM 2. Under the assumptions of Theorem 1, the total cluster size
D. is a.s. finite. Further, as e — 0,

2D, = A%%/ 1 (To > (V2B + t)) dt,
0

where A is the sum of the coefficients (2.10) and 0% is the noise variance
(1.4). Furthermore, Ty is a standard exponential random variable indepen-
dent of a standard Brownian motion (B :t > 0).

We prove Theorem 1 first, and so € > 0 (satisfying (2.14)) is for now fixed.
The proof is via several lemmas. To simplify the notation we will write E;
instead of Fj(n,e) throughout.

LEMMA 2.1. Denote

(2.23) Sp=> Xi,n>1,
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and let
(2.24) Yn(t) =n"tlog E (ets") ,teR, n>1.
Then for all large enough n there exists a unique 6, > 0 such that
Un(On) = €

Furthermore,
( O)Nﬁexl)(_”( ng_wn(en))), n — 00,

with )
T(e)/ 27 (7(€)) ’

and vz and 7(€) defined, respectively, in (2.12) and (2.15).

ProOOF. We write
n—1 oo
(2.25) Sn= An1Zi+ Y (Ajin1—A;1)Z ),
Jj=0 Jj=1

with A, defined by (2.11) and check the conditions of Theorem 3 in the
appendix. As a first step we show that

(2.26) lim o/ (t) = A%%(At)

n—oo

locally uniformly in ¢ € R. Indeed, by (2.25),

n—1 o0
Unlt) = | S 0a(Ait) + 307 (gt — A1) |
j=0 J=1

and taking the Cesaro limits shows that

n—1

1
Jim_ ~ ZO A (Ajt) = A% (At).
‘7:
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Furthermore, since ¢ is locally bounded,

D (Ajin-1 = Aj1)*0% (Ajpn-1 = Aj1)t) = O | D (Ajin-1 — Aj-1)°
j=1 Jj=1
oo j+n—1
=02 2 lail
i=1 =
=0 ZZ|aj| =o(n), n — o00.
i=1 j=i

Since all these steps are locally uniform in ¢ € R, (2.26) follows. Since this
argument also shows that ¢! is, uniformly in n, locally bounded, and the
values of ¥,z and their respective first derivatives at 0 are 0, we also
conclude that 1], is, uniformly in n, locally bounded and for every ¢ > 0,

(2.27) i 4, () = Agly (At),
(2.28) Jim 4, (1) = @z (At) .

The assumption (2.14) together with (2.27) implies that for large n there
exists a unique 6,, > 0 such that 1/ (6,,) = &, and that

: _ g1
(2.29) 7}1_)120 O, =A""7(e).

We choose n; so large that for n > ny, 6, is well defined, 4/2 < A,, < V2A
and 6,, < \/57(5)/14.
We claim next that for fixed J, A > 0 there exists n € (0, 1) such that

L < e(Gn-&-it)Sn)

S<[t| <A

=0Mn"), n— oo,

with the convention that the supremum of the empty set is zero. To see this,
note that ¢ : R?> — C defined by

00.1) = oz (£7)

is continuous. For a fixed 6 € R, ¢(6,-) is the characteristic function of the
distribution Gy in (2.13). By (2.19), Gp is not a lattice distribution and,
hence, for any fixed \,§ > 0 and 6,

sup |p(0,t)] < 1.
A5 /2<|t|<2A7 ()
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A standard compactness argument and (2.29) imply that

0= sup |6, )] < 1,
n>n1, Ad/2<|t|<2A7 ()

while the choice of n; implies that for n > j > n; and § < [¢t| < A0,
A5/2 < |Ajt| < 2A7(e).

Therefore, by (2.25) and the triangle inequality,

—_

n—

< T 160, Ajt)| <o

Jj=n1

(2.31) E(e(0ntinsn)

(e 5n)

establishing (2.30).
We have now verified all conditions of Theorem 3 for T,, = S,,, a, = n,
my, = ¢ and 7, = 0, and (1.63) gives us the statement of the lemma. O

We proceed with showing uniform boundedness of conditional moments
of all noise variables.

LEMMA 2.2. We have

(2.32) sup E (|Zj||E0) < 00.
n>1,j€7Z

ProOF. Fix j € Z and define

Sn,j == Sn - Bn,ija n Z 1,

0, 1<n<j
Bnj = .
An—l—ja n>j+1

where

if 7 >0 and
Bnj=An—1—j —A_j_1, n>1

if j < —1, with S, is as in (2.23). It follows from (2.25) that S,, ; and Z; are
independent. We define

(2.33) Unj(t) =n"tog E (e"7), t € R.

Since the numbers (8, ;) are bounded uniformly in j and n, it follows that
the functions in (2.24) and (2.33) satisfy

Vn(8) = 4, ;(6) + O(1/n),
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with O(1/n) uniform over j and ¢ in a compact interval. The same argument
as in Lemma 2.1 shows that for large n there exists a unique 6,,; > 0 such
that o

w;z,j (en,j) =£.
Since ¢, is locally bounded away from zero, it follows from (2.27) that
(2.34) Onj = bn +O(1/n)
with O(1/n) uniform over j. This also implies that
(2.35) Un(Onj) = Yn(0n) + O(1/n) .

For large n we can write
E (|Z;|1(Ep)) / |z|P(Z; € dz)/ 1(s + Bpjz > ne)P(Sy,; € ds)
= exp {—n (fnge — ¥n(0ns)) }/ 2le~0nsBniZP(Z2 . € dz)
R

/ exp ( O (s — ns)) P(S; ; € ds),
[ne—Phn,;2,00)

where S} ; and Z} ; are independent random variables with Z] ; having
dlstrlbutlon GQ B and

1
E (exp(én,jsnyj))
It follows from (2.34) and (2.35) that, uniformly over j,
exp{ = (0nje = Un(@ny)) } = O (exp (~n(0ne — ¥a(6n))))
= O (VnP(Ey)) ,

with the second line implied by Lemma 2.1. Therefore, to complete the proof
it suffices to show that, uniformly in j,

P(S;,; €ds) = eénvjsP(SnJ € ds).

(2.36)
/ B ngﬁnjzp( ; € dz)/ exp (—én,j(s - ns)) P(S;,; € ds)
[ne—Phn,;2,00)

=0 (n_1/2> .
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This will follow from the following claim: there is C’ > 0 such that for all n
large,

(2.37) Ply<S;;<y+1)<Cn 2, yeR,

uniformly in j. Indeed, suppose that this is the case. Then for large n and
every z € R,

/ exp (—émj(s — na)) P(S;,; € ds)
[ne—PBn,;2,00)

<Y e Onili-1=Bus2) p (Sp;—ne—Pnjzeli—1,7))

which shows (2.36).
It remains to prove (2.37). We start by observing that for M > 0

PS5 > nM) < exp {n [dn; (0 +1) = Duj(Bng) — My}

Since the values of both ¢, ;(0,.; +1) and ¥, ;(f, ;) remain with a compact
set independent of n and j, while 6,, ; converges, uniformly in j, to A=!7(¢) >
0, we see that by choosing M large enough we can ensure that there is ¢ > 0
such that for all n large enough,

P(S;,; >nM) <e " for all j.

An identical argument shows that, if M > 0 is large enough, then here is
¢ > 0 such that for all n large enough,

P(S,; <-—nM) <e ™ forall j.

That means that it suffices to prove that (2.37) holds for all |y| < nM,
uniformly in j.

Notice that by part (b) of Theorem 3, for any i > 0 there is C; > 0 such
that

(2.38) Ply<S:<y+h) <O Y% yeR,

where S} is a random variable with the law

P(S} € ds) = 5 e’ P(S, € ds).

(exp(6.5n))
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Write

E <exp(0~n7an7j)> 1
E(exp(0,.5:)) g (exp(én,jsn,j)>

Ply<S,<y+h)=

j/ exp{ (0 — B ;)5 )03 P(S, € ds).
ly,y+h]

By (2.34), the factor exp{(#, — 0, ;)s} above is uniformly bounded away
from zero over s € [y,y + hl, |y| < nM and j. Furthermore,

E (exp(émj Snﬁj))
E (exp(6,Sn))

and it follows from (2.35) and uniform boundedness of the argument of ¢z
that the ratio above is bounded away from zero over n and j. We conclude
that for some ¢ > 0, for all n large enough and |y| < nM,

} / eé"’jsP(Sn € ds)
B (exp(fnjSnz) ) Jwvn

>cP(0 < B Z <h— 1Py < S, <y+1).

= cap { = [n(0n) = ¥u(0n)] = 620080}

Ply<S,<y+h)>c

Since f3,; is uniformly bounded, we can choose h large enough such that
P(0 < B,;Z < h —1) is uniformly bounded away from zero, and (2.37)
follows from (2.38). O

The next, final, lemma is a major ingredient in the proof of Theorem 1.

LEMMA 2.3.  For a fized k > 1, the conditional law of (Sp,—ne, Z_y ..., Zky Zn—ky -+ s Zntk)
given Ey converges weakly, as n — oo, to the law of

(T, 2=, 2 25y, 2]

PrROOF. Since Z,, ..., Z, 1 are independent both of Ey and of the rest
of the components of the vector whose weak convergence we need to prove,
it suffices to show that as n — oo,

(2.39)
(Sp—ne, Z .o 2y Zns ooy Zn1) = (T2, 20 2 20,

with the law in the left hand side being conditional on FEy. Consider the
following truncated version of Sy,:

n—k—1 o)

Sn= D An1-iZi+ Y (Ajin1—Aj-1)Z-j, n>2(k+1).
=kt1 j=k+1
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We claim that there exists ¢, > 0 such that for any x € R any any sequence
Tp — X,

(2.40) P(S,, > ne + x,) ~ cpe "TE/A,

To show this we proceed as in the proof of Lemma 2.1. Let
Pn(t) =n"tE (etgn) , teR.

Repeating the argument in Lemma 2.1 shows that

(2.41) lim ¥/ (t) = A%QY (At)

n—oo

locally uniformly in ¢ € R, and that for large n there exists 6, > 0 such that

(2.42) U (0n) =€,
1i_>m 0, = A"17(e),
and
(2.43) P(S, > ne) ~ < exp (—n(bne — ¥n(0,))), n — oo,

vn

with C' as in Lemma 2.1. The same argument shows that, if z,, — x, then
for large n there exists 6,, , > 0 such that

(244) w%(én,x) =¢e+ n_l-xn )
R |
nh_}rrolo Opne=A""7T(e),
and
(2.45)
P(S, > ne +xy,) ~ < exp (—n(Onz(e + 1" '2p) — Yn(Ong))) , n— 0.

Vn
The mean value theorem applied to (2.42) and (2.44), together with (2.41)
implies that
A2 (1(e))(Ong — 0n) =n " xy +o(n™ ) =n"tz +o(nt).

This, another application of the mean value theorem, together with (2.42)
and locally uniform boundedness of the second derivative implied by (2.41),
shows that
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Putting together the above two displays, we see that
(H_n,z - ‘gn) € — &n(én,m) + &n(én) = O(n_l) ’

which in conjunction with (2.45) establishes (2.40) with ¢, given by the
right-hand side of (2.43).
Finally, for ¢t > 0 and a compact rectangle R C R3*+1,

P([Sn —nep 2 t, (kav oo Ly Dy - - - 7Zn—1) € R] N EO)
=P (Sn —ne > t, (Z_k, RN/ AN/ W ->Zn—1) S R)
k

k
:/ P Sn >ne+t— ZAnflfijj — Z(Aj+n71 — Ajfl)l‘fj
(T kyeesThsY—kysY—1)ER

§=0 j=1
(2.46)

k
- Z Aj—l:g—j) Fz(dxfk) e Fz(d[l?k)Fz(dy,k) e Fz(dy_l)
7=1

k k
~cne TEA / eXP{T(S) (AZ%' +Y (A=A )z
(-'Efk7~~7zk7y7k’“'1y*1)€R A j:0 j:1

k
+ Z Aj—ly—j> }Fz(d{l}k) cee Fz(dl'k)Fz(dy,k) . Fz(dy_l)
j=1

as n — oo. In order to justify the asymptotic equivalence above, note that
for each fixed x_g,..., Tk, Y—k,...,Y_1, ¢,  times the integrand of (2.46)
converges, by (2.40), to

k k k
€
exp{? (t + AZCCj + Z(A —Aj)r_;+ Z Ajlyj> } .
=0 j=1 j=1

Moreover, replacing each of the variables z_g,..., g, y_k,...,y—1 by their
upper bounds implies by the rectangle R and using (2.40) once again, pro-
vides a bound to use in the dominated convergence theorem.

We claim that, as n — o0,

(2.47)

P(Ep) ~ cn /

R3k+1

k k k
exp{i(j) (AZ% + Z(A —Aj)ej+ ZAjlyj> }
=0 j=1 =1

Fz(dwfk) c. Fz(dl'k)Fz(dy,k) . Fz(dy_l).
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Once this has been established, (2.39) will follow from (2.46) and (2.47),
completing the argument. To prove (2.47), we notice that by (2.40) and
Fatou’s lemma,

(2.48)

k k k
liminf ¢, ' P(Ep) > TE) (4 ; A—A; )z A1y
im inf ¢, P o)_/wﬂexp{ 1 gmﬁ;( j-1)T ﬁ—; 19—
Fy(dx_y) ... Fz(dxg)Fz(dy—g) ... . Fz(dy—1).

By Lemma 2.2 the sequence of the conditional laws of (Z_g, ..., Zk, Zn_ky -+ Zn—1)
given Ej is tight in R3**1. Let v be a subsequential limit of this sequence.
It follows from the above inequality and (2.46) with ¢ = 0 that

W(R) < P((Z 4., 27, 2%, ..., 7)) € R)

for any compact rectangle R in R3**! which can only happen if v is, in
fact, the law of the random vector (Z7,,...,Z,, Zi’k, ..., Z1)). Therefore,
(2.48) must hold as an equality. O

We are now ready to prove the first of our main theorems.

PrOOF OF THEOREM 1. We start with showing that for every fixed k& >
1, conditionally on Ey as n — oo,
(2.49)

(Sn—ne, X0, s Xiy Xns oo o, Xpg) = (T Uy .. U U, U

with (U, ) and (U;) defined in (2.17). For all i > 1 let
XD =>"a;jZnj, n>0.
=0

Lemma 2.3 implies that for a fixed i,

(Sn —ne, X0 xD x0 Xﬁjk>

converges weakly as n — 0o, conditionally on FEy, to
(T, Uy, u D ot o)y
where

Ui(i) = ZajZi_j, m>0.
=0
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Note that by Lemma 2.2, for every § > 0,

Z laj| =0

. 1
sup sup P (‘X,(:) - Xm‘ > 5\EO) <3 [ sup  E(|Zm|Eo)
Jj=t+1

n>1mez n>1,meZ

as i — o0o. Since the two series in (2.17) converge in probability, in proba-
bility, the claim (2.49) follows from Theorem 3.2 in Billingsley (1999).
Notice that for any j > 1,

j+n—1
HE)=1[ > X;>ne
i=j
n—1 j—1 n+j—1
=1 ZE:J(i—-HEEiEE:)Q—— }E: X@)
1=0 =0 i=n

(
=1 (Snn»sZX +n+z]:1X >o>

We conclude by (2.49) and the continuous mapping theorem that for
K>1,

i1 i1
(1(E;),j=1,...,K) = <1 (T*—ZUJ.—JFZU;Z()),j—1,...,K>
1=0 1=0
= (Vj(e),j=1,....K)

as n — oo, where the law of the vector in the left hand side is computed con-
ditionally on Ej. Indeed, the continuity of the exponential random variable
T* means that the boundary of the K-dimensional set above has limiting
probability zero. This proves (2.20). O

Finally, we prove our second main result.

PROOF OF THEOREM 2. We start with some variance calculations. For a
large m,

o(S0) (£ 5 aikz,;) i

1=0 k=—o00 =0 k=0

oo [/m+k 2
(Z az> Var(Z~,) + ZA _pVar(Z, ).

k=1
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It is elementary that
Var(Z; ) — 03 ase — 0
uniformly in k& € Z. Therefore,
m m
Z A?n_kVar(Zk*) ~ 0% Z A2 ~ moy A*
= k=0
as € — 0, m — oo. Furthermore,
[e%9) m—+k 2 o0 m+k 2
> (0] vz~ 23 (L] ot
k=1

as € — 0, m — oo, with the last statement an easy consequence of the
absolute summability of (a;). The same argument shows that we also have

Z Afnkaar(Z,j) ~ 0% ZA% ~ moy A?

k=0
00 m-+k 00 m-+k 2
Z <Z a2> Var(Z7,) ~ J%Z (Z ai) = o(m)
k=1 k=1 \ i=k
as e — 0, m — oo.
We define
(o) ]
(2.50)  We(t) =1 Z U; - U;")
i=0
(o) 2 o) &
_ - +
= 7 Z al_ka +7 Z Z (Il_ka
L i=0 k=—o0 i=0 k=—o0
I [te™?] [te™?]
+ 7—1(46) al,ka_ —i—Tfj) Zal,ka
i i=0 k=0 i=0 k=0

The assumption FZ = 0 and (2.15) imply that, as ¢ — 0,
(2.51) e/A ~ 1(e)%(0) = o57(e).
We have, therefore, verified that Var( { )( t)) = 0 as € — 0 for every ¢, so

(2.52) W (t) — E(Ws(l)(t)) — 0 in probability as e — 0.
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Furthermore, for every t, as € — 0,

2t

Var(W (1)) = ——.
€ A2%0%

A similar calculation shows that for 0 < s < ¢,

28
. (2) (2) =
il_r% Cov(W(s), W= (1)) A2g2

Observe next that the third absolute moment of both (Z; ) and (Z;) is
bounded uniformly in € and k. Therefore, the Lindeberg condition is satisfied
by the triangular array defined by any finite linear combination of the type
01 WE(Q) (t1)+.. .—|—9dW6(2) (tq). Applying the Lindeberg Central Limit Theorem
(see e.g. Theorem 27.2 in Billingsley (1995)) and the Cramér-Wold device

we conclude that the finite dimensional distributions of W&-@)(t) —E( 2 (1))
converge to those of (AUZ)_1 V2B;, where B, is a standard Brownian motion.
It follows from (2.52) that the finite dimensional distributions of W¢(t) —
E(W.(t)) converge to the same limit.

Next, let 0 < s < t. If €2 > (t — ), then for any s < r < t either

W.(t) — E(W.(t)) = We(r) — E(W.(r)) a.s.

or

We(s) — E(We(s)) = We(r) — E(We(r)) as.,
so that

E [(Wa(t) — We(r) = E(We(t) - Wg(r)))Q(Wa(r) — We(s) — E(We(r) — WE(S)))Z} =0.
Suppose now that ¢2 < (t — s). We have
B | (wa(t) - wete) = B0 - w(e)'|

£

< 8B (W) - Wi (s) - B () - W<1><s>))4]

v [ (W20 - Wi s) - B0 - w(s)|.

For a positive constant C' independent of ¢, s, ¢, that may change from ap-
pearance to appearance, since the fourth moments of (Z, ) are bounded
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uniformly in € and k, and the coefficients (a;) are absolutely summable,

[te=2) 4

S Sz - Bz)

1=[se~2]4+1 k=0

[te=2] [te=2] 4
<cet N E(z; - BE(Z;))" ( 3 aik)
1+1)

k=0 i=max(k,[se 2

E

2

k=0 i=max(k,[se 2

[t==2] [t==2] 2
2 3" B2y - E(Zy)) > ai i
J+1)

[te=2]

t5*2 2
<C€4Z Z \az k’ + [C€2 Z Z : aik] .
1+1)

k=0 i=max(k,[se 2 k=0 i=max(k,[se ~2]+1

Since
te—?] 00
Z > laikl < ([te™?] = [se72)) > lail
k=0 i=max(k,[se~2]+1) i=0
S(te?—(se2=1)) > il <2(t—9)e > ail,
i=0 i=0
we conclude that
q4

[te—2

E Tfj) Z Zasz_ E(ZD)| <C(t—s)%

i=[se~2]4+1 k=0

A similar argument shows that

[t==?]

BT S Seu(s - BE)| <o

i=[se2]+1 k=0

so that

B[ (W) - w(s) - B o) -w ()| < et - o2

B[ (Wie) - w(s) - B @) -ws))'| < - 92,
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so we conclude that
(2.53) E [(Wg(t) — We(s) — BE(We(t) — Wg(s)))4] < Ot —s)?

if €2 < (t — 5). By the Cauchy-Schwarz inequality, for any 0 < s <r <t we
have

B[ (W) = W) = BV = W.002)) (Wl = W) — B () = W2(s)) ]
<CO(t—s)?

if €2 < (t — s). Appealing to Theorem 13.5 of Billingsley (1999) we conclude
that for any fixed T, the family

{((We(t) — EGW.(t) : 0< ¢t <T): ¢ > 0}

is tight in D[0,7T] endowed with the Skorohod J; topology. Therefore,, as
e—0,

(2.54) (Wo(t) — E(W.(t):0<t < T) = ((AJZ)—l\/iBt 0<t< T) ,

in D[0, T]. Furthermore,

[te™?] -1
B (W.(t _f SN wEZ + ZZQZ WEZ;
i=0 k=—o0 i=0 k=0
[t£*2] -1 [ta*Q] i
=3 aikEZE - )0 > aiEZ.
=0 k=—o00 =0 k=0

The fourth double sum vanishes. Clearly, ]EZ,:CE\ = O(7(¢)) uniformly in e
and k € Z. Therefore,

[te=?] [te—2
Z Z a;i—xEZ, | <O(T Z Z lag| = o(T )
=0 k=—o00 =0 k=i+1

uniformly in ¢ in a compact set. Similarly,

ta*Q

Z Z ai_kEZ}| = o(r(e)e™?)

=0 k=—o0
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uniformly in ¢ in a compact set. Finally, EZ; ~ 7(g)o% as € — 0, so

[t=—2 [t==2]
Z Zaz vEZ, =EZ; Z A; ~ 7(e)ogte™?
=0 k=0

uniformly in ¢ in a compact set. We conclude by (2.51) that for all € > 0
small enough,

(2.55) EW:(1) 2 559, t 2
and

t
B (W.(t)) — yeeakiadl

uniformly in ¢ in a compact set. Since the addition in D]0, 7] is continuous
at continuous functions, this along with (2.54) shows that

(W.(t):0<t<T)= ((Aaz)*lx/iBt +(Aoz)2t:0<t < T) ,e—0,

in D[0,T.
For any real A the function ¢ : D[0,T] — R defined by

T
o(f) = /O 13> f(1)) dt

is continuous at any continuous f that takes value A only on a set of measure
0. Therefore, for any such A, by the continuous mapping theorem,

T T
/ 1(A > Ws(t))dt:>/ 1(A > (Aoz) V2B + (Aoz)~2t) dt
0 0

T (Ao z)?T
4 / 1(A > V2B(4,,)-2 + (Aoz) %t) dt = A%0% / 1(A > V2B, +t)dt.
0 0

Noticing that we can write

7(e) I
V()—1<To 72 —U+>,j21,

where Tj is a standard exponential random variable independent of the
collection (ZJ“ :j € Z,u =+ or —), we conclude that for any 7" > 0,

(T=—2]

g2 Z Vi(e) = /T 1(To > Wg(t)) dt — Vipe—2) (T _ EQ[TE?QD
=0 0

(Ao z)?T
= A%0% / 1(Ty > V2B, +t) dt.
0
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It is clear that the latter integral converges a.s. to the integral prescribed
in the theorem. Therefore, we can appeal to Theorem 3.2 in Billingsley
(1999) and complete the proof once we show that for any 6 > 0,

(2.56) lim limsup P | €2 Z Vi(e) >6 ] =0.
J+1

T—o00
e—0 j=[Te—2

However, by Markov’s inequality

Pled Y Vo> <5t Y P(To = We((j— 1Y)
j=[T=—2]+1 j=[Te—2]+1
91 o0 . 2 (] — 1)52 2¢0—1 > (] - 1)82
<t S P(W- 0 < s )t S0 eo{-Upie )
j=ITe=2]41 J=[Te4

By (2.55) and (2.53) we have for some positive constant C,

(7 — 1)e?

P <W5((] - 1)52) < W

> <Cet(j-1)7?
for all j > [Te=2], T > 1 and € > 0 small enough. This estimate suffices to
establish (2.56) and so the proof is complete. O

3. Discussion. Asis usually the case with large deviations, the limiting
distributions obtained in (2.20) and (2.21) of Theorem 1 depend largely on
the underlying model through the distribution of the noise variables F; and
the coefficients (a;). This dependence largely disappears in Theorem 2 where
the limiting distribution depends only on the noise variance 0'% and the sum
of the coefficients A. This can be understood by viewing the case of a small
overshoot ¢ as approaching the regime of moderate deviations. Indeed, in
the case of moderate deviations one expects that the central limit behaviour
becomes visible and leads to a collapse of the model ingredients necessary to
describe the limit to a bare minimum consisting of second order information.

This naturally leads to the question of a difference of how large devia-
tions cluster between the short memory moving average processes and long
memory moving average processes. It is common to say that the coefficients
of the moving average process (1.1) with long memory are square summable
but not absolutely summable. Assuming certain regularity of the coefficients
(a;) (e.g. their regular variation), one can show that for any fixed 7 > 1 and
e >0,

lim P (Ej(n,e)|Eo(n,e)) =1,

n—oo
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so one expects infinitely many events (E;(n,e)) to happen once Ey(n,e€)
does. This necessitates different limiting procedures when studying large
deviations clustering of such long memory processes. It is important to note
that for these long memory moving average processes, in the notation of
(2.23), n = o(Var(Sy,)), so one can view the events (Ej(n,c)) as moderate
deviation events and not large deviation events. Indeed, it turns out that a
natural limiting procedure leads to a collapse in the amount of information
about the model needed to describe the limit, which is similar to the situation
with Theorem 2 in the present, short memory case. We will describe the
details in a subsequent work.

APPENDIX A: SOME USEFUL FACTS

The following non-logarithmic version of a large deviation statement and
a related estimate are from Chaganty and Sethuraman (1983).

THEOREM 3. Let {T,,} be a sequence of random variables with
E(eZTn) < oo foranyzeR, n>1.
For a sequence {an} of positive numbers with

(1.57) lim a, = o0

n—o0

we denote
Yn(2) = a, ' log E (eZT") , 2€R, n>1.

Let {my,} be a bounded sequence of real numbers. Assume that there exists
a bounded positive sequence {1,} satisfying

(1.58) Y (Tn) =My, n>1,

(1.59) a; % = o(r,), n— oo,

and such that for all fixed 5, > 0,

1 )E (e(’Tn-l—it)Tn)

0<|t| <Ay

-1/2
zo(an/), n — 00,

(with the supremum of the empty set defined as zero). Furthermore, assume
that

(1.61) sup  |Yn(2)| < 0o for any a >0
n>1,z€[—a,a)
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and that

: "
(1.62) Tllgfl P (Tn) > 0.

(a) Under the above assumption,
(1.63)

P(a;lTann) ~ !

o Tomacirey P {an (e = dn(m))}, > oo

(b) Let
bp = Tnv arﬂ%{(Tn)a

and let T)Y be a random variable with the law

1

e P(T, € du).

Then

sup bpP(y<nT;<y+1)<oc.
n>1,yeR

ProOOF. The first part of the theorem is Theorem 3.3 in Chaganty and
Sethuraman (1983). Furthermore, Lemmas 3.1 and 3.2 4bid. show that the
hypotheses (2.7) and (2.8) of Theorem 2.3 therein hold, and the second part
of Theorem 3 follows from (2.9) of that paper. O
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