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Abstract

In this paper, we study the extremal behavior of stationary mixed moving average
processes of the form Y (1) = fR+><R fr,t —s)dA(r,s), t € R, where f is a
deterministic function and A is an infinitely divisible, independently scattered random
measure whose underlying driving Lévy process is regularly varying. We give sufficient
conditions for the stationarity of ¥ and compute the tail behavior of certain functionals
of Y. The extremal behavior is modeled by marked point processes on a discrete-time
skeleton chosen properly by the jump times of the underlying driving Lévy process and
the extremes of the kernel function. The sequences of marked point processes converge
weakly to a cluster Poisson random measure and reflect extremes of Y at a high level.
We also show convergence of the partial maxima to the Fréchet distribution. Our models
and results cover short- and long-range dependence regimes.
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1. Introduction

In this paper, we investigate the extremal behavior of a stationary, continuous-time mixed
moving average (MA) process of the form

Y(@) =/ St —s)dA(r, s), t eR, (1.1)
Ry xR

where the kernel function f: Ry x R — R is measurable and A is an infinitely divisible,
independently scattered random measure (IDISRM). Recall the definition of an IDISRM on
R4+ x R: let 4 be a §-ring (i.e. a ring closed under countable intersections) of R4 x R such that
there exists an increasing sequence {5, },,cn of sets in 4 with U;'Lo:] S, = Ry x R. Moreover,
let A = {A(A), A € A} be areal-valued stochastic process defined on some probability space.
We call A an independently scattered random measure if, for every sequence { A, },,cn of disjoint
sets in +, the random variables (RVs) A(A;), n € N, are independent and, if U;’; 1Ay € A,
then A(Ufjo= 1 Ap) = Zi’;l A(A,) almost surely (a.s.). We call a random measure infinitely
divisible (ID) if A(A) is ID for every A € A. The reader is referred to [29], [35], and [22] for
more details on IDISRMs and integrals of the type shown in (1.1).

In the following, we consider only IDISRMs for which the characteristic function of A(A)
has the representation E[exp (it A (A))] = exp(A(A)Yr(u)) for u € R and A € 4. Throughout
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the paper, we assume that there exists a probability measure 7 on R such that A(dw) =
w(dr) x df for w = (r,t) € Ry x R. Moreover, v is the cumulant generating function of a
Lévy process, with

1 .
¥ (u) =ium — Euzaz + / e — 1 —iuh(x))v(dx) foru € R,
R

where h(x) = I[—1,17(x) is an indicator function. The quantity (m, o2, v, ) is called the
generating quadruple of the IDISRM A. Here m € R, 02 > 0, and v is the Lévy measure
on R, satisfying v({0}) = 0 and fR(l A x|P)v(dx) < co. We denote by L = {L(t)};>0 the
underlying driving Lévy process, with

L(t) = ARy x [0,1]), ¢>0, (1.2)

and generating triplet (m, o2, v).

Typical examples of mixed MA processes are the superpositions of Ornstein—Uhlenbeck
(supOU) processes studied by Barndorff-Nielsen [2] (see Example 3.1, below), which are used
in stochastic volatility modeling. If f(r, s) is independent of r, i.e. f(r,s) = f (s) for every
reR;ands € R, and f : R — R is measurable, then we interpret Y in (1.1) as the classical
Lévy-driven MA process

Y(t):/f(t—s)dL(s), teR, (1.3)
R

where we have used the original symbol f for the kernel function f. This class of process
includes continuous-time autoregressive MA processes and fractionally integrated continuous-
time autoregressive MA processes (see [9]) and stochastic delay equations (see [17]).

In the present paper, we investigate regularly varying Lévy-driven mixed MA processes
with respect to their extremal behavior. We present the precise conditions below. For details
on extreme-value theory, we refer the reader to the monograph [14]. We shall use the following
standard notation: R = R U {—oo} U {o0}, R4+ = (0, 00), ‘—’ denotes weak convergence, and
%> denotes vague convergence. For real functions g and h, we write g(¢) ~ h(t) ast — o0
if g(¢)/h(t) — 1 ast — oo. For aset A, B(A) is the Borel o-algebra of A.

Condition 1.1. The marginal distribution L(1) of the underlying driving Lévy process Lin(1.2)
is regularly varying of index o for some o > 0, i.e. there exists a sequence of constants ay,
n € N, such that a,, > 0, a, 1 00, and

nP(a;lL(l) €-) AN o() on BR\{0}), asn — oo,
where, for some p € [0, 1]andqg =1 — p,
o(dx) = potxf‘"*1 1(0,00) (x) dx + qoz(—)c)f"‘*1 1(—00,0y (%) dx. (1.4)

Regularly varying distribution functions (DFs) include, in particular, the stable, Pareto, log-
gamma, and Burr distributions. Notice that E[|L(1)|’] < oo for § < « and E[|L(1)|°] = oo
for§ > a.

To study the extremal behavior of Y, we will impose the following condition in Section 4.
We define

L3 () == {f: R4+ x R — R measurable, /]R /R|f(r, )2 dsm(dr) < oo}

for 8 > 0. If f(r, s) is independent of r, we write f € L’ instead of f € L%(xr).
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Condition 1.2. Let Y in (1.1) be a stationary, measurable, and separable ID process and let
the underlying driving Lévy process L in (1.2) satisfy Condition 1.1. Let the kernel function be
f € L) for some 8 < a, or let L(1) be a-stable and let f € L (). In both cases, assume
that
ff:= sup frot)<oo and [~ = sup f(r,t) < oo,
(r,1)eRy xR (r,H)eRy xR

where f¥(r,t) := max{f(r, t),0} and f~(r,t) := max{— f(r, 1), 0}. Furthermore, let
| [t e +atresn s man = o

We shall give sufficient conditions for Y to be a stationary ID process and also regularly
varying of index «; see Section 3.

Extreme-value theory for stable MA processes was derived by Rootzén [31]. We extend
Rootzén’s results to the much richer class of regularly varying mixed MA processes. Fur-
thermore, we weaken his assumptions on the kernel function. Thus, our model also includes
heavy-tailed long-memory processes.

The paper is organized as follows. We start with preliminaries in Section 2, introducing
multivariate regular variation (in Section 2.1) and point processes of multivariate regularly
varying sequences (in Section 2.2). An investigation of heavy-tailed mixed MA processes
follows in Section 3. This includes conditions sufficient for Condition 1.2 to hold, followed
by a study of the tail behavior of ¥ and the tail behavior of M (h) = sup,¢g 5 ¥ (¢) for h > 0.
Finally, we introduce supOU processes as examples of heavy-tailed mixed MA processes that
can exhibit long-range dependence.

Our main results are presented in Section 4. In Section 4.1, our investigation of the extremal
behavior of Y is based on marked point processes on a properly chosen discrete-time skeleton,
i.e. one chosen by the jump times of the underlying driving Lévy process in combination with
extremes of the kernel function. The marked point processes converge to a marked cluster
Poisson random measure. In the neighborhood of such an extreme event, the behavior of
the process is solely determined by the kernel function. Finally, in Section 4.2, we obtain
the limit distribution of the running maxima of Y. The results are applied in particular to
supOU processes, in Section 4.3. We conclude with the rather technical proofs of Lemma 2.2,
Proposition 3.2, Theorem 4.1, and Theorem 4.2, in Section 5.

Throughout the paper we use the following notation. We write X 2 Y if the distributions
of the RVs X and Y coincide. For a vector x € RY, we denote by x| the transpose of x and
by |x| = max{|x{], ..., |xg|} the maximum norm. For a matrix A € R?*" we denote by [|A]l
the operator norm. For a measure 7, we denote by supp(;r) the support of 7. Furthermore,
Zgzl =0, \/2=1 := 0, and D(R) is the space of cadlag functions on R (i.e. those that are
continuous from the right and have left limits). Finally, €4 is the Dirac measure in set A.

2. Preliminaries

2.1. Multivariate regular variation

In Section 4.1, we shall find that the finite-dimensional distributions of Y are multivariate
regularly varying. We start with the definition of this notion.

Definition 2.1. (Multivariate regular variation.) A random vector X = (X1, ..., X4) on R?
is said to be regularly varying of index «, o > 0, if there exists a random vector ®, taking
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values on the unit (d — 1)-dimensional sphere ST = {x e RY: |x| = 1}, such that, for every
x >0,

P(|X  X/1X] € -
(IX| > ux, X/|X| €-) XX YP@e) onBESTY, asu — oo.
P(|X]| > u)

We write X € R_g,.

The distribution of @ is referred to as the spectral measure of X. It describes in which
direction we are likely to find extreme realizations of X. An equivalent definition of regular
variation is as follows. The vector X is regularly varying if there exist a Radon measure o (-) on
R4 \ {0} with o (R4 \R%) = 0and o (E) > 0 for at least one relatively compact set E C R4 \ {0},
where 0 = (0, ...,0) e R?, and a sequence of constants a, such that a, > 0, a,, 1 0o, and

nP@;'X e)>a() on BRI\ {0}), asn— oco. 2.1)

Then, there exists an o > 0 such that o (xB) = x %o (B) forx > 0 and B € B(R? \ {0}).
More about multivariate regular variation can be found, e.g. in [4], [25], and [30, Chapter 5,
p. 250-306].

The following lemma is a multivariate extension of Breiman’s [8] classical result on the
regular variation of products and [5, Proposition A.1]. The representation of the spectral
measure explicitly given in the lemma follows from straightforward calculations.

Lemma 2.1. Let Z = (Z,, ..., Z;) be avector of independent RVs, regularly varying of index
o, such that, for j = 1, ..., r, there exists a sequence of constants a,, such that a,, > 0, a, 1 00,
and

nP(an_IZj €-) AN oj(-) on !B(R\ {0}), asn — oo,

where
o

oj(dx) = pjax” -1 1(0,00) (x) dx + qja(—x)_“_l 1(—00,0)(x) dx

with pj,q; > 0 and p; + q; > 0. Furthermore, let A = (ay, ..., a;) be a random d x r
matrix, independent of Z. If 0 < E[||A||”] < oo for some y > «, then Y = AZ is regularly
varying of index o and has spectral measure

> i—1(pj Ellaj1 Lia; 1a;1e31 + q; Ella;1* l—a; /ia;1e1])
> i—1(pj +4q;)Ella;|”] '

P@Oc.) = (2.2)

For x > 0, we have

,
lim nP(Y| > ayx) =2 (p; +4q;)Ella;|"],
j=1

and ,
1im nP(Y > ayx) =x7¢ > (p; Ela}1* + ¢; Ela; 1%)
Jj=1
ford = 1.
Remark 2.1. Let A be a deterministic matrix and let p := Z;zl(pj + g;)E[la;|*]. An
interpretation of (2.2) is that the spectral measure © takes the value a;/|a;| with probability

pjla;|®/p and the value —a;/|a;| with probability g;|a;|*/p. Thus, only in the directions
aj/laj| and —a;/|a;|, j =1,...,r, are extremes likely to occur.
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2.2. Point process convergence

We follow [30] and introduce point processes to describe the extremal behavior of Y. In
order to achieve distributional stability of a sequence of point processes, it is necessary to allow
for an accumulation of infinite mass at [s, ) x {0}. In our setup, this is achieved by defining
the state space

S = [0, 00) x RY\ {0}, d eN.

Then S can be metricized as a locally compact, complete, separable Hausdorff space. Compact
sets in § are closed sets that are bounded away from 0. Furthermore, 8(S) denotes the Borel o -
field on S and Mp(S) the class of point measures on S, equipped with the metric p that generates
the topology of vague convergence. The space (Mp(S), p) is acomplete, separable metric space
with Borel o-field Mp(S). A point process in S is a random element of (Mp(S), Mp(S)), i.e. a
measurable map from a probability space (2, ¥, P) into (Mp(S), Mp(S)). A typical example
of a point process in extreme-value theory is a Poisson random measure: given a Radon measure
¥ on B(S), a point process « is called a Poisson random measure with intensity measure ¥,
denoted by PRM (%), if

(a) x(A) is Poisson distributed with intensity 9 (A) for every A € B(S), and

(b) for mutually disjoint sets A, ..., A, € B(S), n € N, the RVs k(Ay), ...,k (A,) are
independent.

More about point process theory can be found in [10] and [21]. Furthermore, the results
of Davis and Hsing [11] on the point process behavior of a stationary sequence of regularly
varying RVs under weak dependence are of vital importance for our study. These results were
generalized in [12] to multidimensional regularly varying stationary processes, which are used
in Section 4.1.

The following lemma shows that the addition of a sequence of ‘small’ random vectors to a
sequence of multivariate regularly varying random vectors has no influence on the point process
behavior. By ‘small’ we mean that the tail of the norm value of the random vector decreases
faster than the tail of the norm value of the multivariate regularly varying random vectors. Let
N be a point process with jump times {I'; };cn labeled such that 0 < ' < ') < -+ < o0, If
the interarrival times {I'x+1 — [t }xen are independent and identically distributed (i.i.d.), then
the counting process N is said to be a renewal process with intensity u := E[T'; — I'1]. We
write | -] for the integer-part function.

Lemma 2.2. Let Z = {Zy}ien and ¥ = {(Wi}ieN be sequences of random vectors in RY.
Furthermore, let {T'y}reN be the jump times of a renewal process N with intensity u > 0, let
h € R be arbitrary, and let

sk € [Cx—1 + 1, Tkp1 +h) fork €N,

setting g := 0. Consider a sequence of constants a, with a, > 0 and a, 1 oo, and define the
point processes

)
Ky = Zg(k/n,zk/a,,)v neN,
k=1

[e¢]

KT = ZS(sku/T,<zk+w>/am)» T >0,
k=1
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in Mp(S). Suppose that there exists a point process i in Mp(S), with k([s, 1) x {x}) = 0 a.s.
forx e R4 \ {0}, r > s >0, such that

~ W
Kyp — K asn — O0.

Furthermore, assume that, for every €,t > 0,

Lt ]
qu\m > ape) > 0, n— oo. (2.3)
k=1

Moreover, we suppose that there exists an RV W such that

P(|Zy + Vi| > x) <P(W > x) forx >0,
P(W > a,x) = O0(1/n) asn — oo.

LetI =[s,t) X ]_[?Zl(ci, d;]1 C S be bounded away from 0. Then
lim Pler(I) # &i7)(1)) = 0
T—o00

w
andky — kK as T — oo.

Note that {Z; }ren and {Z; + Wi }ren need not be stationary sequences. To provide some
intuition for random vectors {¥; }; N satisfying (2.3), we give some examples.

Example 2.1. (a) Assume that there exists an RV ¢ such that, for some xo > 0 and any € > 0

and k e N,
P(|¥;| > x) < P(y > x) forx > xo,

P(y > ane) = o(1/n) asn — 00.
Then (2.3) is satisfied.

(b) Let {Zi}xer be a sequence of identically distributed RVs that are regularly varying of index
« in the sense of (2.1) with the a,, given in Lemma 2.2. Suppose that {Ziken is independent of
the sequence of random vectors { W, }iery in RY, which have support on [— f+, f+]¢. Define
v, = \ilka and assume that there exists ad, 0 < § < «, such that

]

> ElW% /] < co.

k=—00
Denote by Fj the DF of \ilk. By Potter’s theorem (see [6, Theorem 1.5.6, p. 25]) there exist an
ng € Nand a K > 1 such that, for k € N and n > ny,

P(fT1Zk| > anef™/|t]) Fr(dt)

R4\ {0}
< KP(fH|Z1| > ane) E[|% 1.

P(|W Zi| > aye) =/

From this and the fact that g, — 00 as n — 00, we obtain

|nt] 00
lim Y P(W| > ape) < K lim P(f*1Z1] > aqe) ) E[¥"1 = 0.
k=1 k=1

Thus, {Wy }ren satisfies (2.3).
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3. Stationarity and tail behavior of Y

This paper is concerned with extremes of regularly varying mixed MA processes Y, as
given in (1.1), which means that the underlying driving Lévy process satisfies Condition 1.1.
Under certain conditions, Y is well defined as a limit in probability of integrals of step
functions approximating f. This has been shown by Rajput and Rosinski [29, Theorem 2.7]
(see also [22]). They gave necessary and sufficient conditions formulated in terms of the
kernel function f and the generating quadruple (m, o2, v, ) of the IDISRM A. Under these
conditions, Y is ID and, owing to the structure of mixed MA processes, stationary. The following
proposition gives conditions sufficient to ensure that these former conditions are satisfied. For
details of the proof, we refer the reader to [15, Proposition 2.2.3].

Proposition 3.1. (Existence.) Let A be an IDISRM with generating quadruple (m, o, v, ),
let the underlying driving Lévy process L, as defined in (1.2), satisfy Condition 1.1, and let f
be bounded. Then Y, given by (1.1), is well defined, ID, and stationary if one of the following
conditions is satisfied:

(@) L(1) is a-stable, o € (0, 1) U (1,2), and f € L*(m);
b) f e L‘S(n)for some § withé < o and § < 1;
© E[IL()]=0,a>1,and f € L‘S(n)for some 8 with § < o and § < 2.

Remark 3.1. (i) For a Lévy-driven MA process as given in (1.3), Proposition 3.1 provides
sufficient conditions for Y to be stationary and the marginal distribution to be ID. We can
thus replace 1% (7r) by L°. Typical examples of functions in I.° are bounded functions f with
f(t) ~ Kit7%% € and f(—1) ~ Kot=%€ ast — oo, for some € € (0,8) and K1, K» € R.
OU processes, continuous-time autoregressive MA processes, and stochastic delay equations,
which have exponentially decreasing kernel functions, satisfy this condition, as do fractionally
integrated continuous-time autoregressive MA processes.

(ii) Let Y be a stationary mixed MA process given by (1.1) with kernel function f and generating
quadruple (m, o2, v, ) of A. Then f € L** () for some € > 0.

Proposition 3.2. (Tail behavior.) Let Y be a mixed MA process, given by (1.1), satisfying
Condition 1.2, and let x > 0. Then, fort € R,

lim nP(Y(¢) > ax) =x_“/ /(p(f+(r, N +q(f~(r, )% ds w(dr). 3.1
n— o0 R+ R
Moreover, fort; e R, i =1,...,k, ke N,

lim nP( max |Y ()| > a,,x) = x_“/ max |f(r,t; —s)|*ds w(dr). (3.2)
i=1,.k R k

n—oo  \i=1,... L JRIi=L...,

Furthermore, let fi(r,s) = sup,cio p | f(r, 1 +5)| € L*7¢ () for some €, 0 < € < «, and let
M(h) = sup,cjo.p) Y (). Then

lingonP(M(h) > apX)
=x"¢ f / (p sup (fT(r,t+s)*+q sup (f (r,t+ S))a) dsm(dr). (3.3)
Ry JR t€[0,h] tel0,h]

From (3.1) we see that Y (¢) is again regularly varying in the sense of (2.1).
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Example 3.1. (supOU process.) We consider the mixed MA process given in (1.1), where the
kernel function is f(r, s) = 10,00y (s)e™"* forr € Ry and s € R. Then

Y () :/ lo.oo)t —)e " dA(r,s), 1 €R, (3.4)
Ry xR

is called a supOU process. An important special case of (3.4) is the OU process, for which
has support only at some A > 0, i.e. 7 ({A}) = 1.
For a general probability measure 7 and for some § > 0, we have f € I.? () if and only if

/ / e—rs5dsn(dr)=5—1/ r~lndr) < oo.
R, JR, R,

We assume in the following that Al= fR r~lz(dr) < co. Hence, f € L3 () for every
& > 0. The conditions necessary and sufficient for supOU processes to exist and be ID (see [29,
Theorem 2.7]) reduce to the conditions necessary and sufficient for a simple OU process with
parameter A to exist. Then, by [34, Theorem 17.5, p. 108—109], the supOU process exists and
is ID if and only iff| log |x|v(dx) < co. We obtain the generating triplet

x|>2

my = —|m —v(dy) |, oy = —,
A Iyj>1 |1 Yo

1 [ ,
vylx, 00) = x/ v[yyoo) dy, x > 0.
X

Note that the finite-dimensional distributions of Y are those of an OU process with parameter A,
whose driving Lévy process has characteristic triplet (m, o2, v), i.e. the marginal distribution
of Y is self-decomposable. Furthermore, for any regularly varying Lévy process satisfying
Condition 1.1, Y is a stationary ID process and

1
lim nP(Y(t) > apx) = —x~ % forr € R.
n—00 Ao

Define the probability measure 77 (dr) = Ar~'m(dr) and the IDISRM A with generating
quadruple (m /A, 02/A, v/A, ). Then the finite-dimensional distributions of the stochastic

process
o0 rt _
X = / e*”/ e dA(r, s), t € R, (3.5)
—00 —00
coincide with those of Y, i.e. X 2y (see [2, Theorem 3.1]). Since
dX(t) = | {-rX(, dr)dt + dA(t, r)}, t eR,
Ry

with X (t, B) = [ze’ fftoo e dA(r,s) fort € R and B € B(R), the process X and, hence,
the process Y are called supOU processes.

For a proper choice of 7, the correlation function p (k) = A fooo r=Ye " (dr), h € R, can
be used to model long-memory processes. For example, if 7 is gamma distributed with density
7(dr)=TQH + 1)"'r*He"dr forr > 0 and H > 0, then

1 > 1
h — 2H—1 —r(h-‘rl)d - I’l ER
p(h) F(ZH)fO rei7e T G

More details about supOU models and their relevance in applications to financial data can be
found in [3].
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4. Extremal behavior

4.1. The point process of a discrete-time skeleton

In this section, we study the extremal behavior of a regularly varying mixed MA process.
To this end, we use a discrete-time skeleton for a process Y, as given in (1.1), satisfying
Condition 1.2. This means that we investigate the extremal behavior of a discrete-time sequence
{Y (t,)},en, where the discrete-time random sequence {t,},cn is chosen properly by the jump
times of the underlying driving Lévy process L, as given in (1.2), and the extremes of the kernel
function. We shall show that the extremes of {Y (#,)},en coincide with extremes of Y at high
levels.

We therefore decompose A into two independent IDISRMs according to the jump sizes of
the underlying driving Lévy process L, which are represented by v. We define

A=A +As,  with A1(A)=/xd]\71(A,x) for A € A, “.1)
R

where N 1 is a Poisson random measure PRM(#) with intensity
P (dr x dt x dx) = 7w (dr) x dr x vi(dx),
and v is the Lévy measure:
vi(A) =v(AN(,00)) +v(AN(—o0, —1)), A € B[R).

The generating quadruple of A is (0, 0, v, ), and A is called a compound Poisson random
measure. The IDISRM A, has the generating quadruple (m, o2, v», ) with Lévy measure
Vp = V—vy1,i.e. it has finite support. We refer the reader to [28] for the Lévy-Itd decomposition
of IDISRMs. The underlying driving Lévy process of Aj has generating triplet (0, 0, v1)
and jumps of modulus larger than one, while the underlying driving Lévy process of A, has
generating triplet (m, o2, v;) and jumps of modulus smaller than one. Furthermore, N; has the
representation

o
Ny = Z E(Ry, T, Z1) >
k=—o00
where —co < --- <I'_; <) <0< TI'1 <--- < oo are the jump times of a Poisson process
N = {N(t)};er with intensity u = vi(R) > 0, Z = {Zi}ie7z is an i.i.d. sequence with DF
P(Z) < x) =vi(—00, x]/pu for x € R, and R = {Ry};c7 is an i.i.d. sequence with DF . The
processes N, Z, and R are independent. It is also possible to choose a different decomposition
in (4.1) by using a Poisson random measure and an IDISRM whose underlying driving Lévy
process has bounded support in a neighborhood of the origin.
This decomposition of A induces the decomposition ¥ = Y| + Y5, where, fori = 1, 2,

Yi(t) = / f@r,t —s)dA;(r,s), t e, “4.2)
Ry xR

are independent mixed MA processes. Without loss of generality, we assume that Y7 and Y> are
stationary, measureable, and separable ID processes. We shall see that the extremal behavior
of a mixed MA process Y satisfying Condition 1.2 is completely determined by the extremes
of the mixed Poisson shot noise process Y| with representation

Yi(t) = Z f (R, t — T) Z, t eR.

k=—o00
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We first give a short motivation for the choice of the discrete-time random sequence {f,},cN.
Suppose that there exists an (1) € R with f(r, ') = £ for every r € supp(r). The mixed
Poisson shot noise process Y| can then be written

o0
Yi(Tk +1) = f(Re, ) Zi + Z f(Rj, t+Tx —T)Z;, keN, teR.
j=—00

Jj#k
In the case in which the {Z;};c7 are regularly varying, one of the Zj is likely to be large in
comparison to {Z} ez k), meaning that Y1 (I'x + ¢) behaves roughly like f (R, t)Z. The
process {f(Rk,t)Zi};>0 achieves a maximum at t = n(l). Similar results hold for large
negative jumps and a minimum, ®, of the kernel function with f(r, ®) = — f~ for every
r € supp(r). This suggests that Y1(¢,), with

th e Tk +0V, ke Ny U{Tk +17?, ke N},

is a local extreme value of Y if the absolute value of the jump of the underlying driving Lévy
process is large.

Throughout the rest of the paper, we use the following assumptions and notation. Let
t,...,tq—1 € R, d € N, be fixed and define 17(1) as above. Then, for r € R, we define

frt)y=(lr,t+1t),..., fOr,t +1t5-1), f(r’t"‘ﬂ(l))),
Y() =X +1), ..., Y +14-1), Yt + D).

The extremal behavior of Y is described by the multivariate point processes

o
Kn = Z‘B(Fk/n,Y(m/an), neN,
k=1

in Mp(S). Such point processes can be interpreted as marked point processes (see [10, Section
6.4, p. 194-210]). Let Yy; = Y(Tx + 1), i € {l1,...,d}, be the ith coordinate of Y (I'¢),
where 7; := 7. In a marked point process, we consider the point process behavior of
Z,‘zil E(Ty/n.Yii /an) for some fixed i € {1,...,d}, and the remaining coordinates of ¥ (I'y)
describe the behavior of the process when an excess of Y; ; over a high threshold occurs. In
our setting, (Y(I'x + #1), ..., Y(T'x + t4—1))/a, are the marks, which describe the sample
path behavior of the continuous-time process Y if ¥ (I'y + (D)) exceeds a high level. They
characterize clearly the locations of extremes at high levels.
We work with the sequence T = {Tj}re7, Where, for k € Ny,

Ty :=Tky1—T1 and T_p:=T_; —T. “4.3)

Hence, {Ti — Tk—1}kez\ (o) 18 an i.i.d. sequence with Ty — T 2T and To = 0.

Theorem 4.1. Let Y be a mixed MA process, as given in (1.1), such that Condition 1.2 is
satisfied and the kernel function f satisfies f(r,nV) = f+ > f~ for every r € supp(m).
Let 21311 E(s, Py) be a PRM(Y) with ¥ (dt x dx) =dt x ax—o 1 10,00)(x) dx. Suppose that
TW k e N, are i.i.d with T® = {Tk.j}jez Z T, where T is the sequence defined by (4.3),
and R = {Ri}reN is an i.i.d. sequence with DF w. Let x = {xk}reN be an i.i.d. sequence
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with P(xx = 1) = p and P(xx = —1) = q. Furthermore, suppose that the random objects
Z,fil E(st, P) s {T(k)}keN, R, and x are independent. Then, as T — oo,

o0 oo
W

o0
D e T YT ) = D, D, S f R P =K in Mp(S).
k=1 k=1 j=—00

In particular, for t with f(r,t) # 0 forr € supp(m), as T — oo we have

oo o o0

w . _
2 By TY (T4 far)) — § : E E(se, f (R T j+D P i1 Mp([0, 00) x R\ {0}).
k=1 k=1 j=—o0

The assumption that f(r, V) = f+ > £~ for every r € supp(r) can be replaced by the
assumption that f(r, n®) = —f~ < — f1 for every r € supp(x).

Remark 4.1. (a) The properly chosen discrete-time points at which exceedances of the under-
lying driving Lévy process occur in combination with extremes of the kernel function result
in exceedances of the mixed MA process. These exceedances are propagated in time by the
kernel function and result in clusters of exceedances in the limiting process. Furthermore, they
also reflect local extremes of the process at high levels.

(b) Regularly varying DFs are a subclass of subexponential DFs. Subexponential models are
typically applied in situations in which values are likely to occur that are extremely large in
comparison to the mean size of the data. Regularly varying DFs agree with subexponential DFs
in the maximum domain of attraction of the Fréchet distribution. Extremes of subexponential
Lévy-driven MA processes, which are in the maximum domain of attraction of the Gumbel
distribution, have been studied in [16]. In both classes of subexponential distribution, the large
jumps of the Lévy process affect the extremal behavior, which can be modeled by a properly
chosen discrete-time skeleton. However, in contrast to the Fréchet case as described in part (a),
in the Gumbel case exceedances over high thresholds collapse into single points, which are
described by the extremes of the kernel function, meaning that the marked point processes
converge to a cluster Poisson random measure with constant cluster sizes.

(c) Theorem 4.1 contains information about the local minima of Y, since the point process
converges in Mp([0, 00) x R?\ {0}). The interpretation of small minima is analogous to that
of large maxima. They occur in clusters and are caused by large jumps of the underlying driving
Lévy process.

(d) It should be possible to extend Theorem 4.1 to an infinite-dimensional setting, where
we use as marks the stochastic processes {Y (I'x + #)}ie[0,m] in D[0, m], m > 0, instead of
multidimensional random vectors Y (I'y) € R, k € N. The formulation of such results
requires the definition of regular variation of stochastic processes with a.s. cadlag sample paths
given in [20]. Moreover, since D is not locally compact, a special definition of convergence
(convergence on bounded Borel sets), given in [10, Section A.2.6, pp. 402-406], is needed.

Corollary 4.1. (Point process of exceedances.) Let Y be as given in Theorem 4.1, with f+ < 1.
Suppose that 5, k € N, are the jump times of a Poisson process with intensity x~%, x > 0,
independent of the i.i.d. sequence {{i}rez, with DF

me = P& = k) = pELLT— B D + (4 = pEFP - BN D, keN,
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where fl(l) > fz(l) > --- arethe order statistics of { f T (R, Tj +1)} jez and f(z) 2(2) >
are the order statistics of { f~(R1, Tj + 1)} jez. Then, as T — oo,

o o
w
ZS(rk/T,Y(FHz)/am)(' X (x,00)) — Zik8§k~

k=1 k=1

In the case of a positive shot noise process with nonincreasing kernel function and t = n1,
this result gives the cluster intensities among local extremes of the process.

4.2. Normalizing constants of running maxima

Using the results of the previous section, we now calculate the normalizing constants of
the running maxima. Lebedev [24] calculated the limit distribution of the running maxima of
subexponential, positive shot noise processes, restricting his attention to nondecreasing kernel
functions with unbounded support. In our result, the assumption of a positive process with
nonincreasing kernel function is not necessary.

Theorem 4.2. Let Y be a mixed MA process, as given in (1.1), that has a.s. cadlag sample
paths and satisfies Condition 1.2 and one of the following conditions.

(a) Let f, the kernel function of Y, be positive. Assume that there exists a measurable
function f: Ry x R — Ry such that f(r,s) < f(r,s) for (r,s) € Ry xR, f(r,") is
nonincreasing on [n(l) 00), and f(r,n") = f7 for every r € supp(x). Furthermore,
let the support off be contained in Ry x [nV, 00) and let f e L3(n) for some § <
min{1, o}.

(b) Let Y be a Lévy-driven MA process with f_oooo SUPg<s<g [f (s + NHIPdr < oo for some
8§ < min{l, a}.

Define M(T) = sup,¢(o.77 Y (¢) for T > 0. Then

hm P(aLTJM(T) <x) =exp(—x"[p(fH%+q(f ¥ forx > 0. (4.4)

Notice that, by the integrability assumption on f, this result rules out MA processes that
exhibit long-range dependence; only mixed MA processes with long-range dependence are
included. In this case, the long-range dependence is caused by the distribution of 7 and not by
the asymptotic behavior of the kernel function for fixed r.

Theorem 4.2 requires that pf+ 4+ gf~ > 0, by Condition 1.2 (otherwise the limit in (4.4)
is 1). More about the extremal behavior of totally skewed «-stable MA processes, which satisfy
pfT + qf~ = 0 (meaning that the right tail is not regularly varying), can be found in [1].

Remark 4.2. (a) The results of this paper can be extended to mixed MA processes driven by a
multivariate IDISRM A in R x R whose stationary distribution has the cumulant generating
function ¥4 (#) = A(A)Y¥ (u). Here, v is the cumulant generating function of a Lévy process,

AMdw) = m1(dry) x -+ X (dry,) x dt

forw = (ry,...,rm,t) € RT x R,and 7;, i =1, ..., m, are probability measures on R .

(b) In particular, the results hold for stationary renewal shot noise processes. Such a process
has the structure of a Poisson shot noise process; for more details we refer the reader to [15].
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The extremal behavior of heavy-tailed renewal shot noise processes with strictly decreasing
kernel functions f: [0, 1] — [0, 1] and positive jump sizes has been thoroughly investigated
in [26].

4.3. Examples

Example 4.1. (Discrete-time MA process.) Let & = {&;}rcz be an i.i.d. sequence of RVs that
are regularly varying in the sense of (2.1) with measure o given by (1.4), and let {cx};c7 be a
sequence in R. Define the discrete-time MA process Y, = > o cn—k&k, 1 € Z. Suppose
that Z,fi_oo |ck|‘s <ooford < oandé§ < 2, with either § < 1 or both ¢ > 1 and E[&;] = 0.
This class includes MA processes with the long-memory property. By [27, Lemma A.3], Y is
a stationary process whose one-dimensional marginal distribution is regularly varying with

nli)n;onP(Yk > apx) =x"% |:p Z (¢ +gq Z (Ck_)ai|.

k=—00 k=—00
As in the proof of Theorem 4.1, for iy, ..., iy € Nand as n — oo we have
o o0
Zg(k/n ap Ve Yiwiy oo Yitig) ; Z E(5k(Cj.Cjiy veensCimig) P)
—1 j=—o0

This is a supplement of the well-known result [13, Theorem 2.4] in the case of long-memory
processes (see [31] for the case of stable MA processes).

Example 4.2. (Continuation of Example 3.1.) We investigate the extremal behavior of a
separable, measurable, and stationary version of the supOU process Y given by (3.4) and
driven by an IDISRM A with generating quadruple (m, o2, v, ), where fR r~lr(dr) < oo
and (m, 0%, v) is the generating triplet of the underlying dr1v1ng Lévy process L, as given
in (1.2), which satisfies Condition 1.1 with p > 0. Let 0 = #; < --- < t4. Then, by

Theorem 4.1,
o0 o o0
»
Z E(/TAY (Tk+t)/arr)Yi=1....d Z Z & (s, {exp(— Ry (T, j+1:)) Xk Pii=1....,
k=1 k=1 j=0

holds as T — oo. If Y has an exceedance over a high level on the discrete-time skeleton
{Tr+t, ke N,i =1,...,d}, thenwehave an extreme at Y (I'y) for some k € N. Furthermore,
if Y has a.s. sample paths in D(R), then f (1 AlxDv(dx) < co. By Theorem 4.2, the running
maxima are in the maximum domain of attractlon of the Fréchet distribution with

lim P(aL_T]JM(T) <x)=exp(—px_ ¥ forx > 0.
T—o00

5. Proofs

5.1. Proof of Lemma 2.2

Let € > 0. Denote by ¢, ;==Y ;=€
Define the sets

U/nay Zirw)y € N, a point process in Mp(S).

d

d
10 =]t — e di +el, 1P =[]ei+ed—el. and L =1"\12.
i=1 i=1
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‘We can show that

{&n(I) # &u(D} S ko) > 03U | Ha, " (Zu+ W) € 1. a2y € 11V°)

ke(ns,nt]

U U (a; " (Zi + W) € I, a; ' Z; e 1),

ke(ns,nt]

On the one hand,
DO Pl Zi+W el a] Ze IV < Y P > aye)

ke(ns,nt] ke(ns,nt)
— 0, n— 0o,
> P@, (Zi+W) el a'ZeIP) < > P(W| > aye)
ke(ns,nt] ke(ns,nt]
— 0, n — 0o,

and, on the other hand,

lim lim P(%,(I.) > 0) = limP(k(I;) > 0) = 0.
€l0n—00 €l0

Thus, by (5.1)—(5.4) we obtain
Jim P(in(I) # (1)) = 0.

V. FASEN

G.D

(5.2)

(5.3)

5.4

After applying [32, Lemma 3.3], we conclude that ¢, Xk asn — oo. A modification of an
argument of Hsing and Teugels [19] (the proofs of their Theorem 4.2 and Lemma 2.1; see

also [15, Lemma 1.2.4]) yields
lim P 7)) #«r(1)) =0.
T—o0

Hence,

Tlime(KT(I) #Fir|(I) < Tlime(KT(l) # ) + Tlimmp(gLTJ (I) # kiry(1)) = 0.

5.2. Proof of Proposition 3.2
By [29, Theorem 2.7], the Lévy measure of Y is

vy (x, 00) :/ v( al ,oo) ds 7 (dr)
{(r,s): f(r,s)>0} f(r, s)

X
+ / v(—oo, ) ds 7 (dr)
{(r.s): £ (r,5)<0} fr,s)

for x > 0. By Potter’s theorem (see [6, Theorem 1.5.6, p. 25]), for every x > 0 and K > 1
there exists an ng(x) € N such that v(a,xy, 00)/v(a,x, o0) < Ky_‘S fory > 1 and n > ny.

Since f € IL%(r), by dominated convergence and the boundedness of f we find that

. vy(x, 00)
Iim —— =
x—o00 v(x, 00)

/ f (p(fr )" +q(f~(r, )% ds m(dr)
R, JR

as n — 00. Result (3.1) then follows by the tail-equivalence of Lévy measure and probability
measure for regularly varying DFs. An application of [33, Theorem 3.1] (cf. [16, Theorem 4.9])

and arguments similar to those above yield (3.2) and (3.3).
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5.3. Proof of Theorem 4.1
Step 1. We study the extremal behavior of
k+m

Y™ =3 fQRj.T-T)Zj, kel
j=k—m

for m > 0 fixed, and show that {f’k(m)}kez satisfies the assumptions of [12, Theorem 2.8 and
Corollary 2.4].
We apply Lemma 2.1 to obtain

. S m RS a
Jim nPAF) > a) = 2 3 EISRLTIT = pn (55)

j=—m

Observing that {Y(m)}kez is (2m + 1)-dependent and taking [23, Lemma 2.4.2] into account,
the mixing condition A(ay, ,o,}/ ) (see [12, p. 2052]) holds for {Y(m)}kez, i.e. there exists a set
of positive integers {r, },<n such that r, — oo, r,/n — 0 asn — oo, and

ool SATN (SN 0 e

for every bounded, nonnegative step functlon f onR? \ {0} with bounded support.
Also, by the (2m +1)-dependence of{Y )}kez, (5.5), and the fact thatr,, = o(n) asn — o0,
for/ > 2m + 1 we obtain

P< \/ |l7k(m)|>anx

I<|k|<rn

A aﬂ) < PUT"| > ax) >0, n—> o0 (56)

Define the random vectors ZO = (Z_, ..., Ziyw) " € R2FMF [ € N, and the ran-

dom (2] + 1)d x (2(I + m) + 1) matrices

@)
A9,

a0 = . |,
0]
Al

where A, k= —1,...,1,isad x (2( +m) + 1) matrix with (i, j)th entry
A = fR), T =T +1)), i=1,....d, j=k—m,....k+m k=~ .1,
and 1ty = n(l). Furthermore,

Ay =o, k—jl>mi=1,....d, j=—l—m, ...l +m, k=—I,...,1.

Thus, we have
(Y(m) . (m))T A(l)z(l) c R(21+1)d

The matrix A® has at most 2m + 1 entries in a row and d(2m + 1) in a column and the sequence
of random matrices {A( )}k_,l .1 1s (2m + 1)-dependent.
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Since
=140 = em+ D
we can apply Lemma 2.1 to conclude that (YYI"), ..
of index o with spectral measure

., ¥ is multivariate regularly varying

I4+m
(OIS P g [ (O ] 4 g [ O ]
P(O®Y € )—j:;:mu - Ia |« 1 (1)/|a;1)|€_} + P Ia |« 1{ a;l)/\aﬁ.l)le-} , (5.7

where a'¥ =ADej, e; = (O ,0,1,0,...,00T e R2UAMFT with ]th component ‘1’, and

Om = u_l Zl]t”i - mE[|a | ] Furthermore let @0 = (0(1) ®1 ). Therefore, by
A(ay, ,om "), (5.6), (5.7), and [12, Theorem 2.8], the point processes Zk 1 (Y(m) Jay) CONVErge

weakly to apoint processasn — oo. Inthe following, we shall derive the exphclt representation
of the limit. To obtain the limit distribution, we must compute 6,, and @, where

b = lim E[|®(”|°‘ \/ |®<’>|°'} Eley 1N, (5.8)
j=1

EL(1O 1" = V1 1071 1( 1< o0, € )]
J

i 1
E[lOg) [ — \/_; |01t

2 a(), I —>o00, (59

so that we can apply [12, Corollary 2.4].
We first derive (5.8). Let! > 2m + 1. For j = —m, ..., m we have

[ d : I d . j+m j+m
V V1@ =\ Vi@ =\ 1f R T = TH1* = \/ 1f(R;. Te — T,
k=0i=1 k=1i=1 k=0 k=1

(5.10)
and form < |j| <14 m we have

I d I d
V ViD= \/ Viad - =o. (5.11)

k=0i=1 k=1i=1
Furthermore, for j = —m, ..., m we have
1 d j4m
i I
V Viadije=1al1" = \/ IfR,. T-TpI*=H* (512
k=—1li=1 k=j—m

By taking the conditional probability under I'y and Ry, k = —l —m, ..., [l + m (and recalling
Remark 2.1), we can calculate with deterministic variables. From (5.7) we obtain

l 1
1 1
BV 100 - \/ 0]
k=0 k=1

I+m ) o O] a
1 |: (l) |(A )l ]| |(A )i j|
= LS e (VM ]
(1) (l)
Hom = m k=0i=1 la;"|" k=1i=1 |
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By taking (5.10) and (5.11) into account, we find that the right-hand side is equal to

m Jj+m m j+m
M; <Z E[\/|f<R,-,Tk—T,->|“]— > E|:\/|f(Rj’Tk—Tj)|a:|)

j=—m k=0 Jj=—m+1 k=1

= [ \V If &R, Tkﬂ
b LY
_uHe
M Pm
Similarly, since \/ -1 |(A(1))l ,j1* =0for |j| > m, by (5.5) we have

) 1 L ) |(A(l))l let
E[10y'*] = —~E[ a1 —}
0 14Pm 2 \/ ja |

j=—l—m i=1

ZWE[ D IfRLTHI ]

]—m

(5.13)

1 o
= ——Upy = = (5.14)
“Pm Pm

By applying (5.13) and (5.14), for the extremal index of {|I7k(m) [}kez in (5.8) we obtain
O = () (1om). (5.15)

We shall now compute Q. By following the reasoning leading to (5.13) and taking/ > 2m+1
and (5.12) into account, for j = —m, ..., m we obtain

0)
O\ A (5 ..
a (l)la = A j/1af izt a
=

k=0i=1 1&; 1"  Ng<o 57 T

= E[ V If &, Tk)|“1< D U RLT € )}

k=—j Ikl <m

Then, in analogy to (5.13), we obtain

1
E[(|®g)|a _ \/ |®§l)|a> (Z o € )}
j=1 TE
fH*(p q
Y EE I Do eqwmr € +ZE I 2 ecramyr €
m [jI<m

[jl=m
(fH*
= ,u,ﬁm E|l Z E(f(quTj)Xl/er) € . (516)

[jl<m

Hence, by (5.13) and (5.16), the measure @ of (5.9) is defined by

m
Qe = P( Z EF(RLTH/fH) € )

j=—m
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Now let
a(fhH”

m

9 (dx) = Opax ™ g.00) (x) dx = x4 0,00y () dux,

where 6, is as given in (5.15). By taking (5.5) into account and applying [12, Theorem 2.8 and
Corollary 2.4], as n — oo we obtain

o m
Z%“ay;m/a Z Z E(f (R T )i P/ )2
k=1 j=—m

where Z,fil €p, is a PRM(%) in Mp(R? \ {0}). By [18, Lemma 4.1.2], the convergence of
the sequence of point processes k,((0, 1] x -) is equivalent to the convergence of «,, if the
so-called A(a;) condition, Wthh is similar to condition +(ay), is satisfied. Note that, by the
(2m +1)-dependence of {Y }keZ, the A(a,) condition holds. This implies, upon replacement
of & by ¢ and (P} reN by { P }ren, that

m
w
;E(k/(nu)yk(m)/an) — ]; Z E(st, f (Re, Tie )k P) n — oo. (5.17)
= =1 j=—m

Step 2. For a fixed m > 0, we study the extremal behavior of

k+m
Y™ = > fRj.T«—T)Z;, kel

j=k—m

Note that f(R;, Ty — T;) = f(Rj, I'xy1 — I'j11) for k, j € No, by (4.3). Then we also have

" Yeom 2 (Y ezm,

although {Yk f } xe7 s not stationary. Thus, the asymptotic point process behaviors of {Y,fm) HeeN
and {Y )}keN are the same. From (5.17), as n — oo we obtain

o0 o  m
w
]; 1:8(1{/(,1“),1/]{(”’)/‘1”) - E : E : E sk, f (R, Tie, ) xk Pi) -

k=1 j=—m
Step 3. We now study the extremal behavior of {Yj }rc7, where

oo
> R Tk =T)Z;.
j=—o00

We must consider the nonstationarity of the sequences { Y }rc7, {Yk(m) ez, and { Yy — Yk(m) Yeez.-
From (4.3), we have
> a,,x)

n d n
P(\/ % — Y™ > a,,x) < ZZP(
k=1

i=1 k=1

sz(np(

i=1

> FRTu =T +1)Z;
k=j>m

3 FR T +1)Z;| > “"x>
=

- apx
+;P(|f(R1,Fk+ti)Zl| > = )) (5.18)
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Since

ZE“f(Rl» Tk +)°] = M[ / | f(r,5)° ds w(dr) < oo,
k=1 Ry /Ry

we see, from Example 2.1(b), that the final term of (5.18) tends to 0. For the first term of (5.18)
we have, by a simple generalization of Proposition 3.2,

. anx (x/2)™
nlgr;(}nP( Z fR;, Tj+1)Z;| > > ) = Z E[|f(R;,Tj +1)|"]
[j|=m |jl=m
— 0 (asm — o0).
Thus,

n
mh_r)noo nll)rrgo P(,(\_/l Ye =Y, | > anx> =0.
Then, following the proof of [30, Proposition 4.2.7, p. 236-238], by an argument similar to that

in Step 2 we obtain
o0

Zg(k/(nﬂ),Yk/an) = K, n — 0.
k=1
Step 4. Finally, we study the point process behavior of «;,.
We invoke the decomposition (4.2), namely Y () = Y (¢) + Y2(¢), t € R. Then
YT =Y+ Yo(Ty) fork eZ. (5.19)

In analogy to (5.18), we have
d

P(IY ()| > anx) < ZP(

i=1

Z fR;, Tj+1t)Z;

j==o0

apx
S dnt
2
J#k

+ P(IY2(T0)| > anx/2). (5.20)

On the one hand, by Proposition 3.2,
p( =
2

Z FR),Tj+1)Z;

j=—00

o0
Y F(R;.Tj+1)Z;
j=—00

j#k

<P > +2P( fTZ1] > =0| - (5.21)
6 6 n

as n — 0o. On the other hand, the Lévy measure of Y, has bounded support, meaning that,
by [34, Theorem 26.1, p. 168] and the fact that a, € R1/q, we have

P(Y2(Ty)| > anx/2) <dP(Y2(0)] > apx/2) =o(1/n) asn — oo. (5.22)
From (5.20)—(5.22), we find that there exists an RV W such that
P(YTx)| > apx) <P(W > a,x) = O(1/n) asn — oo.

Thus, by (5.19), (5.22), Lemma 2.2, and Example 2.1(a), the point process behavior of the
sequence {Y (I'x)}recz is the same as that of {¥j};c7. Furthermore, we can shift the time-scale.
This completes the proof.
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5.4. Proof of Theorem 4.2
We first prove part (a). Define the disjoint intervals
L= +TenV+ T, kel

Let Y(t) = Z?‘;_OO f(Rj, t— F,-)Z;r, t € R, be a mixed MA process, which, by Proposi-
tion 3.1, is stationary and ID. Define

1?(t) = (?(l +t),..., f’(l +ti—1), Y(t + ,7(1)))_

Applying Theorem 4.1 to Y yields, as T — oo,

o0 o0 o
~ w ~
KT 2= Zg(Fk/T,Y(Fk)/ar) e Z Z s f R T Pex) =5 (5.23)
k=1 k=1 j=—o0
Moreover, define
Y, := Y(T'y) + sup Ya(s), (5.24)
seli

where we understand sup;.;, ¥2(s) to mean the coordinatewise supremum. Then
Y(t) <Y, forte I, (5.25)

again coordinatewise. Keep in mind the fact that

P(IFil > ax) = PATTO| > aye/2) +P(sup V2(6)| > ax/2).  (5.26)

sely
On the one hand, we obtain
o o o0
. - b - ~
YT = ) fRTe—TpzF2 Y fR,TPZ < Y fR,, THZF, (527)
Jj=—00 j=—00 j=—00
J#k

where, by Proposition 3.2 and the independence ofzc;oz_oo’ i#0 f(Rj, TJ-)Z}Ir and f(Rl L0)ZT,

> FRLTHZT

j==o0

p > r o
> anx> = e Z E[|f(R1, T)I*]. (5.28)

j==o00

lim n P(
n—>0oo

On the other hand, the Lévy measure of Y, has bounded support. Using the Markov inequal-
ity, [7, Lemma 2.1], and the facts that a,, € R/, and I is independent of Y, yields

P(sup Ya(s)| > anx/Z) <d(1/u+ 1)e*“"x/2E[exp( sup |Y2(s)|)] —o(l/n) (5.29)

sely 0<s<I1
as n — 0o. From (5.26)—(5.29), we find that there exists an RV W such that

P(|Yi| > anx) < P(W > a,x) = O(1/n) asn — oo.
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Thus, by (5 24), (5.29), Lemma 2.2, and Example 2.1(a), the point process behavior of the
sequence {Yi}xez is the same as that of {Y(Fk)}keZ Furthermore, we can shift the time-scale.
This together with (5.23) yields, as T — oo,

~ W o
kr = ZE(Fk/Tva/aLTJ) - K.
k=1

By taking (5.25) into account, on the one hand, for 7 = [0, 1) x ]Ri \ (0, x]¢ we obtain

im Pa;! \ M(T) < x) > P(R(I) = 0) = exp(—(f 1) px ™). (5.30)

LT)
On the other hand, Theorem 4.1 applied to Y yields

hm P(a 7 M(T) <x) <Pk(I) =0) = exp(—(f M px~9). (5.31)

L7}

The result follows from (5.30) and (5.31).

The proof of part (b) follows along the lines of the proof of [16, Theorem 5.8], in which the
normalizing constants for subexponential Lévy-driven MA processes in the maximum domain
of attraction of the Gumbel distribution were calculated. The only difference is that the point
process results for regularly varying processes are applied here, in particular Theorem 4.1 and
the results for discrete-time MA processes (see Example 4.1).
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