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Abstract

This paper studies polar sets of anisotropic Gaussian random fields,
i.e. sets which a Gaussian random field does not hit almost surely. The
main assumptions are that the eigenvalues of the covariance matrix are
bounded from below and that the canonical metric associated with the
Gaussian random field is dominated by an anisotropic metric. We
deduce an upper bound for the hitting probabilities and conclude that
sets with small Hausdorff dimension are polar. Moreover, the results
allow for a translation of the Gaussian random field by a random field,
that is independent of the Gaussian random field and whose sample
functions are of bounded Hélder norm.

Keywords: Anisotropic Gaussian fields - Hitting probabilities - Polar sets -
Hausdorff dimension - European option - Jump diffusion - Calibration

MSC (2000): 60G60 - 60G15 - 60G17 - 28A80

JEL Classification: G13 - C14

1 Introduction

Anisotropic Gaussian random fields arise naturally in stochastic partial dif-
ferential equations, image processing, mathematical finance and other areas.
Let X = {X(t)|t € I ¢ RV} be a centered Gaussian random field with val-
ues in R?, where I is bounded. We will call X an (N, d)-Gaussian random
field. The distance in the canonical metric associated with the Gaussian ran-
dom field is \/E[|| X (s) — X (¢)?], where | - || denotes the Euclidean metric.
Polar sets of Gaussian random fields are investigated in [5] under the assump-
tions that the components are independent copies of the same random field,
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that the variance is constant and that /E[[|X(s) — X(#)]]2] < clls — ¢||®
holds with constants ¢, > 0. The recent works [7] and [2] consider the
anisotropic metric

N
p(s,t) = |s; —t;|" (1)
7j=1

with H €]0,1]Y and assume /E[[|X(s) — X(#)||?] < ¢p(s,t). In addition
they require for the variance only to be bounded from below. In this paper
the assumptions on the variance and on the independent copies in the com-
ponents are substituted by the milder assumption that the eigenvalues of the
covariance matrix are bounded from below. The random fields in the com-
ponents neither need to be identical distributed nor independent. Hence, we
require weaker assumptions on the dependency structure of the components
of the Gaussian random field than [5], [7] and [2]. It follows from an upper
bound on the hitting probabilities of X that sets with Hausdorff dimension
smaller than d — Z;VZI 1/H; are polar. Our results allow for a translation
of the Gaussian random field X by a random field, that is independent of
X and whose sample functions are Lipschitz continuous with respect to the
metric p.

As an application we show that an estimator in [1], which calibrates an
exponential Lévy model by option data, is almost surely well-defined.

2 Main results

Let X be an (N, d)-Gaussian random field. Recall that we suppose the index
set I to be bounded. We will assume the following two conditions.

Condition 1. There is a constant ¢ > 0 such that for all s,t € I we have
VE[IX(s) = X (O] < ep(s, ).

Condition 2. There is a constant A > 0 such that for all ¢ € I and for all

e € R? with [|e]| = 1 we have E[(3-7_ ;X (#))?] > .

Condition 1 bounds the canonical metric in terms of the anisotropic
metric p. Condition 2 bounds the eigenvalues of the covariance matrix from
below. It excludes, for example, cases where X takes values only in some
vector subspace.

We will use a uniform modulus of continuity, see (69) in [7, p. 167]. We
restate this result in the next inequality. A weaker formulation suffices for
our purpose and is proved in the Appendix. Let X be an (IV,d)-Gaussian
random field, that satisfies Condition 1. Then there is a version X’ of X
and a constant ¢ > 0 such that almost surely the following inequality holds:

X'(s) — X'(t
lim sup sup H (S) ( )H <c

el0 stelp(st)<e €/log(e 1)

(2)



We will always assume that X is a version, which satisfies (2). We
define by Lip,(L) := {f : I — R ||f(s) — f(t)|| < Lp(s,t) Vs,t € I} the
L-Lipschitz functions with respect to the metric p. In each direction j the
functions in Lip,(L) are Hélder continuous with exponent H;. We denote
by B,(t,7) = {s € R¥|p(s,t) < r} the closed ball of radius r around t.

Lemma 1. Let X be an (N,d)-Gaussian random field, that satisfies Con-
ditions 1 and 2. Then for each L > 0 there is a constant C > 0 such that
forallt € I, for all v > 0 and for all functions f € Lip,(L) we have

sEB,(t,r)NI

IE”( inf || X(s) = f(s)|| < r> < Crd, (3)

Proof. For all integers n > 1 we define ¢, := 7exp(—2""!) and denote by
Ny, == N,(B,(t,r)N1, €,) the covering number, that is the minimum number
of p-balls with radii €, and centers in B,(t,7) NI that are needed to cover
B,(t,r) N I. We have the inclusion B,(t,r) C Hj»vzl[tj — UV H; ¢ 4/ HG),
On the other hand each set ij:1[5jv sj + (€n/N)Hi] can be covered by a
single ball with radius €,. Hence there is a constant ¢; > 0 independent
of n such that N, < H;yzl((QrN/en)(l/Hj) +1) < cpexp(Q2™!) where
Q= Zjvzl 1/Hj'

We denote by {tgn) € By(t,r)NI|1 <1i < Ny} a set of points such that
the balls with the centers {tgn)} and radii €, cover B,(t,r) NI. We define

n+1
= Ben2 2,

where 3 > ¢ is some constant to be determined later. For all integersn, k > 1
and 1 < ¢ < Ng, we define the following events

AP = X @) = £ <+ Yo m, (4)
=k
n Ny Nn
AW = AP = A0V A, (5)
k=1:=1 i=1

where the last equality only holds for n > 2. We will show that the prob-
ability in (3) can be dominated by the limit of the probabilities of the sets
Am)

P (it X6~ fe) < 7) < lim P(A®) (6)

sEB,(t,r)NI n—00

For all s € B,(t,r) NI and all n > 1 there exists 4,, such that p(s, tz(:)) < ép.
By (2) we obtain almost surely

1X(s) — X (™))

lim sup sup < =<1,

n—oo s€l Tn

| o



where the supremum over s is to be understood such that i,, varies according
to s. Let k € )¢/, 1]. Especially there is N such that for all n > N we have

1X (s) — X ()]

sup K. (7)
sel Tn

By going over to a possibly greater constant NV we ensure that (1—&)52% >

L. On the event infyep, (17 [[ X (5) — f(s)]| < r there exists s € B,(t,7)NI
such that

IX(s0) = f(so)| <7+ Y . (8)
I=N+1
Choose iy such that p(so,tgi\,[)) < en. Using (7), (8) and the Lipschitz
continuity of f we obtain
(V) (V)
X (") = f(ti )l

<) x (M) = X (s0) | + X (s0) — Flso)| + I £ (s0) — £

o
<wkry +r+ Z 1+ Lp(so, tgj))
I=N+1

o0 [o.¢]
<kry +r+ Z T‘l—l-(l—lﬁ)éQ%ﬁNST-i-ZTl
I=N+1 =N

and (6) is established.
Trivially we have for n > 2

P(AM) < P(ATD) 4 P(AM\ A1)

and by (5) we have
Nn
P(AMN\ AP < ZP(AER)\AE'N_U):
i=1

where ¢’ is chosen such that p(t(”), t(,n_l)) < €p—1. We note that for n > 2

) %

P(AT\ATY) (9)
—P (HX(tE")) GRS SN PG B A [ETEIDY n>
l=n l=n—1
<P (11X (") = FE < cor 1X ™) = X > rnes = Lena)
<P (Jx(t") = S| < eam | XE™) = Xt > (825 — D)ean )



where co = 1+0% 2, 2% exp(—2/*1). We ensure (322 —L) > 0 by choosing
B > L/2. The idea is to rewrite X(tz(-n)) - X(t(,n_l)) as a sum of two terms,

1
one expressed by X (tgn)) and the other independent of X (tgn)).

Lip,(L) is invariant under orthogonal transformations. By the spectral
theorem we may choose new coordinates such that the covariance matrix
at tgn) is diagonal. Then the components of X (tgn)) are independent. By
assumption o;(s) := y/E[X;(s)?] > 0. We define the standard normal
random variables

Note that E[Y ()Y (£)T] = 1d holds. If E [(X;(s) — X;())] > 0 we
define

X;(s) — X;(t
Yj(s,t) := i(s) (1) y
VEI[(X;(s) - X;(1))%]
and Yj(s,t) := 0 otherwise. We further define a matrix 7 and a random
vector Z by

E [y )y ™),

7

n =
Z#™ Dy = v ™ Yy — v ™),

(2

We observe that |n;;| < 1 and hence in the operator norm |[n|| < d. The

random vectors Z (tgn), tg,n _1)) and Y(tz(n)) are independent because the co-

variance matrix is the zero matrix. By the definition of Y(tgn) ) we see
that Z(tz(n),t(nfl)) and X(t(n)) are independent, too. We want to bound

il i

PAMNALTDY 1 4 = 407 then P(AT\ATY) = 0 holds. Thus we
may assume that p(t\", tg/n*l)) > 0. (9) is bounded by

7

PQW@?Uﬂﬁ%”é@nHY@WJ?1Nt>wm@tgﬁ€)

cpty sty
B2 — L
C

i

SPQMﬁYU—ﬂﬁ%Hs@nuzwmxﬁ1UwHMYMMM>

n/2 _
SPQM@?%—ﬂﬁ%ns@nHZ@mxﬁ15W>@2%L)

n n n 271//2 —L
1P <||X(t§ N = fE)) < ear, dIY E™)) > 520>

=11 + I>.
Each component of Z (tl(-n) , tz(,n_l)) is a weighted sum of at most d+1 standard
normal random variables with weights in [—1,1]. Hence the variance of each



component is at most (d + 1)2. In the following ¢; with [ € N will denote
positive constants. By the independence of X (tgn)) and Z (tz(n),tg,n_l)) we
have

1 =P (IX(t") = FE) < cor) P (HZ(tS L) > =
c
_ 2n/2 — [
<c3rlP <||Z<t£”>,t§," N> 52>

a2 2V/d(d + 1)c o (822 — L)?
=BT Var g P\ 8Rd(d+ 1)

22 — L)?
<y d (B '
SCq T exXp ( 802d(d+ 1)2)

By the definition of Y(tgn)) we have with the abbreviation o; = aj(tgn))

1 % 1 7l<ﬁ+ +ﬁ>
I S/ <> e 2\t 73/ du
{lu—f ™) [<ear, [|(4)y > 222221y \ 27 ) 01+~ 04

%k

2 u2 n
< (3) 5 (rt) g, ()
B 2 € i/ du e

{Ilu_f(tgn))HSCQ r} 27 o1---0g

5712
<cs rd exp (—(BQL)> .

Nl

q

16d2c2

To sum it up

2 2
(n)) <p( A1) d _(B22 -1)
P(A"™) <P(A ) + c6 " Ny, exp < 6d(d T 122

00 kE
22 — L)?
SP(A(U) + ¢ sz Nk exp <_1éd(d—|—1)202>
k=2

00 k
22 — L)?
< ppd d ok+1 _ (8 .
scrrt t+cgr 32 €1 €xp (Q 16d(d + 1)2¢2

We choose 3 > max(¢é, L/2) such that m > 2(@). Then the sum
converges and the lemma follows by (6). O

Let H,, denote the a-dimensional Hausdorff measure, see the definition,
for instance, in [4, p. 129]. Recall that Q = Z;VZI 1/H; with H; as in the
definition of the metric p.



Theorem 1. Let X be an (N, d)-Gaussian random field that satisfies Con-
ditions 1 and 2. If Q < d, then for each L > 0 there is a constant C' > 0 such
that all Borel sets F C R% and all random fields Y which are independent
of X and whose sample functions are all in Lip,(L) satisfy

P(Esel:X(s)+Y(s)eF)<CHqsq(F). (10)
Proof. By Fubini’s theorem it suffices to show for all functions f € Lip,(L)
P(3sel: X(s)+ f(s) e F) < CHd_Q(F).

We choose some constant v > Hy_g(F). By definition of the Hausdorff
measure there is a set of balls {B(x;,r) : 1 =0,1,2,...} such that

FC U B(z;,r;) and Z(2rl)d_Q <. (11)
=0 =0

For all 7 we cut the bounded index set I orthogonal to the j-axis with
distance (r;/N)'/Hi between the cuts. Each piece of I can be covered by a
single ball of radius r; in the metric p. Hence there is a constant cg > 0 such
that I can be covered by at most cgr; @ balls. We apply Lemma 1 to these
balls. By summing up we obtain

P(3sel:X(s)+ f(s) € Blay,m)) <corl ©. (12)
By (11) and (12) we have
P(3sel:X(s)+ f(s) € F)

gZ}P’(EIs €l:X(s)+ f(s) € B(x,m)) < c107-
1=0

We have P(3s € I : X(s) + f(s) € F) < cioHa—q(F), since v > Hq_q(F)
was chosen arbitrarily. O

3 Application

In this section we apply our results to nonparametric statistics. Observations
in the Gaussian white noise model lead to a Gaussian process to which then
Theorem 1 is applied. We conclude that a certain estimator is almost surely
well-defined. Existing results on Gaussian random fields have too restrictive
assumptions for the application considered here.

The common approach to the estimation of Lévy processes is to take
advantage of the Lévy-Khintchine representation. This often involves taking
a complex logarithm of the empirical characteristic function, see e.g. [1]



and [3]. The branch of the logarithm needs to be taken such that the log-
characteristic function is continuous. This is referred to as the distinguished
logarithm. To this end the empirical characteristic function has to be distinct
from zero everywhere which means that zero needs to be a polar set. For
instance in the set-up of [1] the following function is estimated:

P:R—C,uo— %log(l +iv(l +iv)FO(v)),

where T > 0, O is some L'(R) function modeling option prices and F de-
notes the Fourier transform. The argument of the logarithm is distinct from
zero for all v € R and the logarithm is taken such that v is continuous with
¥(0) = 0. The function O(z) is dominated by an exponentially decaying
function for |z| — oco. Especially zO(z) is integrable. To simplify matters
we suppose that O is continuously observed as in the Gaussian white noise
model, cf. [1]. For ¢ € L?(IR) we observe

dO(x) = O(z)dz + e(z) AW () for all z € R.

Taking the Fourier transform yields

F(dO)(v) = FO(v) + / b eVe(x) dW (z).

—o0
Thus the canonical estimator for v is

- 1 -
$(v) = — log (1 (1 + z'v)]-'(d(?)(v)) for all v € R.

In [1] a trimmed log-function is used to bound the real part. But this is of
no importance for the question whether the estimator ¢ is well-defined. We

require the following condition on e.
oy i 00 2
Condition 3. There is a p > 1 such that [~ (1 + |z|)Pe(z)*dz < co.

For example, if ¢ € L?(R) and e(x) = O(|z|™P) for |#| — oo with
p > 1, then the condition is satisfied. Condition 3 and Lemma 4 in the

Appendix imply the uniform modulus of continuity (2) for a version of
X() = [ e"e(x)dW (z). We will assume that X is a version that

oo
satisfies (2). Thus in the definition of ¢ the argument of the logarithm is
almost surely continuous.

Lemma 2. Let e fulfill Condition 3. Let O € L*(R) such that 2O(x) is
integrable. Then the estimator v is almost surely well-defined.

Proof. We have to show that almost surely the argument of the logarithm
does not hit zero. The process 1 +iv(1 + iv)F(dO)(v) equals 1 at v = 0. It
suffices to consider the process on R\{0}. We rewrite the process as

e}

i1+ )

Wl £ iv) + FO(v) + /

— 00

e e(z) dW(a:)) .

8



We define
1 Ry
f(v):= i) + FO(v) and X(v):= /_Oo e e(x)dW (x).
On a bounded index set X is an (1,2)-Gaussian random field. We will apply
Theorem 1 to X, Y = f and F = {0}. It is proved in the Appendix that
under Condition 3 there is a constant ¢ > 0 such that for all u,v € R the
inequality

VE[IX (1) = X(0)[|] < clu — o2, (13)

holds. This gives reason to the definition p(u,v) := |u — v| with H =
min(p/2,1) € ]1/2,1]. Thus Condition 1 is satisfied and we have d — Q =
2—-1/H > 0.

It remains to show that Condition 2 is fulfilled and that f is Lipschitz
continuous with respect to the metric p. For e = 0 € L?(R) we have 1; =
and thus ¢ is well-defined. We will now show that the covariance matrix of
X (v) is not degenerated if € # 0 € L?(R) and v # 0. Let e € R? such that
e? + e = 1. Then there is ¢ € [0,27] such that e; = sinp and ey = cos .
Consider X as a R2-valued stochastic process. The It6 isometry yields

E[(ele(v) + €2X2(U))2] =FE

( / ” (e cos(vr) + ea sin(vz))e(x) dW(:c)) 2]

—00

= /OO (e1 cos(vz) 4 ey sin(vz))?e(x)? dz

—0o0

— /oo (sin(p + 1)95))26(:10)2 dz > 0.

—00

The function
R x [0,27] — R, (v, @) / (sin(p + vz))%e(z)?dz

is continuous by dominated convergence. On ([-V, —1/V]U[1/V,V]) %[0, 27]
it takes a minimum Ay > 0 for V' > 0. Hence Condition 2 is fulfilled on the
index set Iy = [-V,—1/V]U[1/V,V].

Since xO(z) is integrable we have that FO is Lipschitz continuous on R.
1/(iv(1+iv)) is Lipschitz continuous on sets bounded away from zero. Hence
f is Lipschitz continuous on Iy,. Since Iy is bounded it follows that f is
Lipschitz continuous with respect to the metric p on Iy .

Thus we may apply Theorem 1 to the index set Iy = [-V,—-1/V]U
[1/V,V]. Since Hq_q({0}) = 0 we obtain P (Jv € Iy : X (v) + f(v) =0) =
0. Because V > 0 was chosen arbitrarily the Lemma follows. O



Appendix

Lemma 3. Let X be an (N,d)-Gaussian random field that fulfills Condi-
tion 1. Then there is a version X' of X and a constant ¢ > 0 with the

following property. If €, | 0 satisfies Y o, €” < oo for each ¥ > 0 then
lim sup sup 1X7(s) - X' <eé

n—oo s itel,p(s,t)<en €n ’log(egl)

holds almost surely.

Proof. We define the Gaussian random field Y = {Y (¢, s)|t, (t + s) € I} by
Y(t,s) := X(t+s) — X(t). By Condition 1 we have

d((t,s), (t',s) = VE[|Y (t,5) = Y (', )]
< ¢y min(p(0, 5) + p(0,5"), p(s,s') + p(t,t)).

Let € € ]0,1/4[. We denote by D, the diameter of T, := {(t,s) € I x
B,(0,€)|t + s € I}, where B,(0,¢) := {s € RV|p(s,0) < €}. By the first
argument of the minimum D, < 2¢;e holds. For § € ]0, ¢[ denote by Ny(T, d)
the covering number of T, in the metric d, i.e. the minimum number of d-
balls with radius § that are needed to cover T.. By the second argument of
the minimum the covering number satisfies Ny(T¢,8) < c2¢?/6%?. By the
previous estimates we obtain with the substitution y = ¢/ (cé/ 2 Ve)

Viogy~1dy.

De 1/9 ZCl\ﬁ/c;/QQ
V1og Na(T.,0)ds < 1/2Qcy/*? /e /

0 0

By choosing a possibly larger constant c; or c; we may assume 2¢; = cé/ 2Q,

The integral is solved by

/ Viegy—ldy = \27? ﬁErf(\/logm_l) + x/logx—1,
0

2

where Erf(y) = % I et dt. Estimating Erf(y) from below yields some
constant ¢3 > 0 such that for all z € ]0,1/2]

xr
/ Viogy~1tdy < cszy/logx—1.
0

Thus for € € ]0,1/4]

D
log Ng(T.,6)dé < cqey/loge=1/2
| VIR NT 806 < caey/

10



holds. By Lemma 2.2 in [6] there is a constant K > 0 such that for all

u > 2K cyer/log e=1/2 we obtain

u?
P| sup [|X'(t+s)—X'(t)|| >u Sexp(—).
((meﬂ IX/(t 4 5) — X'(0)] ) GRD?

Using the Borel-Cantelli lemma the statement follows. O

Lemma 4. Let € fulfill Condition 8. Then there exists a number ¢ > 0
such that for all u,v € R the stochastic process X (v) = [ e"e(x) AW (z)

satisfies /B[ X (u) — X (v)[|?] < clu — v[mn@/2.1),

Proof. Condition 3 is satisfied for g := min(p,2) as well. We conclude that:
E [|X (u) — X (v)]]?]
2]

—E ‘ / Z(em — €)e(z)dW (z)

oo . .
:/ |ezuac _ €wx|2€(.%')2d$

< /Oo min(4, (u — v)?z?)e(x)?dz

—/ 4e(z)?dx + / (u —v)%z?e(z)?dx
|z|>2|u—v|~1 |z|<2|u—v|~1
|z| ! 2
g/ 4 (1) e(z) dx
jal22fu—v-t \ 2|t =]

2N — —1\ 2—¢
r|<2Z|lu—v|~

oo
=227y — U|q/ |z|%e(x)?da

— 00

This shows the lemma. O
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