Pacific Journal of

Mathematics

DISTRIBUTION ESTIMATES OF BARRIER-CROSSING
PROBABILITIES OF THE YEH-WIENER PROCESS

CHULL PARK AND DAVID LEE SKOUG




PACIFIC JOURNAL OF MATHEMATICS
Vol. 78, No. 2, 1978

DISTRIBUTION ESTIMATES OF BARRIER-CROSSING
PROBABILITIES OF THE YEH-WIENER PROCESS
C. PArx anxp D. L. Skouc

Let Q =1[0,8] X [0, T] be a rectangle and {X{(s, f):s,t = 0}
be the two-parameter Yeh-Wiener process. This paper finds
probabilities of X(s, ¢) crossing barriers of the type ast + bs +
¢t + d on the boundary 0Q. These probabilities give lower
bounds for the yet unknown probabilities of X(s,t) crossing

ast +bs+ct+d on Q. The paper also discusses sharper
bounds for the latter probabilities.

1. Introduction. Let {X(s, t):s, ¢t = 0} be the standard Yeh-
Wiener process of two parameters such that it is a separable real
Gaussian stochastic process satisfying:

(1.1) X(s,t)=0a.s. if sor fis 0,
(1.2) the expected value E{X(s, t)} = 0 at every s5,t =0,
(1.3) E{X(s, t)X(s', t')} = min (s, ")-min (¢, t') .

Further properties of the process are found in Yeh’s [8] and [9].
For the square D = [0, 1] x [0, 1] and its boundary 6D, Paranjape
and Park [6] showed that the probability

(1.4) P{saup X(s, £) = x} = 8N(—\) — ¢’ N(—3\), A =0,
D
where N(.) stands for the standard normal distribution function.
This probability is a lower bound of the yet unknown probability,
P{sup, X(s, t) = A}. It is known (see [4] or [7]) that
(1.5) P{sup X(s, t) = x} < AP(X(1, 1) = A} = AN(—N) .
D

Recently Chan [1] showed that, for every ¢ > 0,

(1.6) P{sup X(s, t) = x} < NP {sup X(s, t) = » — s} )
D D
By the same technique as he used in his paper, the upper bound can
easily be improved to N(¢)'P{sup X(1,t) =N —e 0=t =1} =
2N(—\ + ¢)/N(e). However it turns out to be that even this improved
upper bound is not as good as 4N(—\) for any ¢ > 0. In fact
AN(—)) < NE)"Plsup X(1, ) 2 » — b,oe>o,
0stst
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and

lim N(s>—1P{ sup X(1, ¢) =\ — s} = 4AN(=)) .

e0t

More recently Goodman [3] showed that for » = 0,
w1 2{N<—x) TN SwN(-s)ds} < P{sup X(s, 1) = x}» )
2 D

Obviously the left-hand side of (1.7) is a much better lower bound
of P{sup, X(s, t) = A} than (1.4). He subsequently proves that

2AN(—N) + A SwN(—s)ds
(1.8) lim 2 ~1,
R 4AN(—N)

thus showing that both 2{N(—)\:) + N SjN(—s)ds} and 4N(—2\) are very

good approximations of P{sup, X(s, t) = A} for all sufficiently large .
The main purpose of this paper is to generalize the above results
for more general barriers, namely, to find a formula for

P{supX(s, t) — (ast —i—bs—l—ct—kd)gO} , a,be,d=0,
aD

and then find a lower bound for P{sup, X(s, t) — (ast + bs + ¢t +d) =0}
for which (1.7) is a special case. Itisapparent that for all a, b, ¢, d=0

1.9) P{sup X(s, t) — (ast + bs + et + d) = 0} < 4AN(—d) .

In addition we obtain a formula for
Plsup,, | X(s, t)| — (ast +bs +ct +d)=0}, a,b,c,d=0.
Some results on two-parameter Brownian bridge are also included.
2. Some lemmas. To avoid unnecessary repetitions in the
proofs of the theorems, the following lemmas are given. Throughout

this paper W(t) and X(s, t) will denote the standard Wiener process
and the Yeh-Wiener process, respectively.

LEMMA 1. (Doob [2:p.398]). Ifa=0,b>0,a=0,8>0, then

P{ sup [W(t) — (ot + D) Z 0 or inf [W(}) + at + 8] = o}

— 21exp (—2[mPab + (m — 1yaB + m(m — 1)(aB + ab)]}
exp {—2[(m — L)’ab + m’aB + m(m — 1)(aB + ab)]}
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— exp {—2[m*(ad + aB) + m(m — L)aB + m(m + 1)ab]}
— exp {—2[m*(ab + aB) + m(m — 1)aB + m(m — 1L)ab]} .

LeEmMMA 2. Let f(t) be a Borel measurable function. Then for
each Borel set E of real mumbers,

PW(t) — fH ek, 0<t<1WQ1) = u}
1 1
= P{W(t) ou— (t+1)f(t+1>e—t—E,0<t< oo}.

Proof. The basic technique used here is the same as the one
used by Malmquist in [5]. Observe that W(¢) and tW(1/t) are equi-
valent processes for £ > 0. Thus, the left-hand side of (2.1) reduces
to

P (%) %f(t)e_t_za, 0<ts< 1’ W) = u}

= 2{(

%E 0<t 1[W<1):u}.

H-IH

—w) — | Lrey—u
t

Upon using the fact that W(1/t — 1) and W(1/t) — W(1) are equivalent
processes for ¢ > 0, and W(1/t) — W(1) and W(1) are independent for
1=1t> 0, we have the result by the transformation 1/t — 1 — ¢.

LemMA 2.a. If f(t) is a Borel measurable function on [0, 1],
then

P{sup| X(1, )| - £() 2 01 X1, 1) = u}
_ P{éltxgo]Xa, £+ u| — (& + 1>f<t+%> =0},
and the same holds for X(t, 1).

LEMMA 3. Let f(s, t) be a Borel measurable function on D. Then
for each Borel set E of real numbers,

P{X(s, t) — f(s, t) e E, (s, t) € (0, 1| X(1, 1) = u}
- P{X(s +1,t+1) — X{1,1)

[(s+1)(t+1)f( = til) u]esﬂt,(s,t)e(o, oo>2}.
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Proof. This lemma is a two-parameter analogue of Lemma 2,
and it can be proved similarly by observing that X(s, t) and
stX(1/s, 1/t) are equivalent processes for s, ¢ > 0.

LEMMA 4. Let f(t) and g(t) be any Borel measurable functions
on [0,1]. Then for any Borel sets E, and E, of real numbers,

P{X(s,1) — f(s) e B, X(1, ) — g(t) e B, (s, ©) e D| X(1, 1) = w}
(2.2) = P{X(s,1) — f(s)e E,0=s=<1|X(1,1) = u}
-P{X(1,1) —gt)e B, 0 =t = 1|X(1, 1) = u}.

Proof. Observe first that X(s,1) and sX(1/s, 1) are equivalent
standard Wiener processes for s > 0, and so are X(1, t) and tX(1, 1/t)
for t > 0. Now s[X(1/s,1) — X1, 1) + «] and t[X(3, 1/¢) — XA, 1)+ u]
are independent processes for 1 =s,¢ > 0, and they are also inde-
pendent of {X(s, t): (s, t) € D}. Hence (2.2) gives:

P{X(s,1) — f(s)e B, X(1, ¢) — g(t) e Ey, (5, 1) e D| X(1, 1) = u}
(2.3) = P{s[X(1/s, 1) — X(1,1) +u] — f(s)e B, 0 <s =1}
-Pt[X(1,1/t) — X1, 1) +uw] —g(t)e B, 0 <t <1}.
But the two probabilities on the right-hand side of (2.3) are equal to
P{X(s,1) — f(8)e B, 0=s=1|X(1, 1) =u} and P{X(L,t) — g(t) € E,
0=t=<1/X1,1) = u} respectively, and hence the proof is complete.

3. Main results and proofs. In what follows {X(s, t):s, { = 0}
will be used exclusively for the Yeh-Wiener process.
THEOREM 1. If a,b,¢,d =0, then with @ =a + b + ¢ + d,
P{saup X(s,t) — (ast + bs + ¢t + d) = 0}
D

= N(—@&) + 6—z<a+b><c+d)N(a +b—c¢c—d)
+ 6—2(a+c)(b+d)N(a — b + ¢ — d)
_ ez(d—a)(b+c+2d)N(a —b—c¢—3d).

Proof. First observe that
P = P{sup X(s,t) — (ast +bs +ct + d) = 0}
D
= P{ sup X(s, 1) — [(@ + b)s + (¢ + d)] = 0}

0sss1

(3.1) + P{Ossggxa, ) —[(@+e)t + (b + d)] = 0}
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- P{Ossug X(s, 1) — [(@ + b)s + (¢ + d)] Z 0, sup X(1, 1)
—[(a+c>t+(b+d)]zo}.

Since X(s, 1) and X(1, t) are equivalent to the standard Wiener process

W(t), the first two probabilities on the right of (8.1) can be evaluated
explicitly.

Now,
P, = P{sup X(s, 1) — [(@ + b)s + (¢ + &) 2 0, sup X(1, )
~ @+ o)t + (b + )] 2 0}
= PX1, 1) 2 @)

a+b+ctd
+S+++P{ossu£X(s,1)—[(a+b)s+(c+d)]z(),

-0

sup X(1, &) —[(@ + o)t + (b + )] 2 01 XA, 1) = u}dN(u) )

Due to the fact that

P{sup X(s,1) = [(@ + b)s + (¢ + d)] Z 0, sup X(1, 1)

0<ss1

~l@ + ot + b + D] 201 X(1, 1) = u}
(3.2)

= Plsup X(s, 1) — [(@ + b)s + (¢ + &)] Z 0|X(1, 1) = ul
Plsup X1, ) — [(@ + Ot + & + D] 2 0| XL, 1) =},
we may use Lemma 2 to get
P, = N(—a)

n S“““” P{sg) X ) —[c+ds+@—w]= 0}

—c0

-P{ sup X(1, 8) — [(b + )t + @ — w)) = o}dN(u)
0
= N(~a)
a+btct+d — —-
+ S 6-2(c+d)(a—u)e—z(b+d)(a—-u)dN(u)

= N(—8&) + ed-a0+erdN(g — b — ¢ — 3d).

The result now readily follows.

COROLLARY. If d =0, then
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P{s?p X(s, ) = d} = 3N(—d) — ¢“*N(—3d) .
D
This corollary agrees with the result in [6: p. 877].

THEOREM 2. If {Y(s, t): (s, t) € D} is the two-parameter Brownian
bridge, i.e., {Y(s, t): (s, t)e D} = {X(s, t): (s, t)e D| X1, 1) = 0} and
a,b,e,d =0, then

PlsupY(s, t) — (ast + bs + ¢t + d) = 0}
D

= g 2(btdia 4 g btdle _ p=2(btot2dia

Proof. This follows from (3.2) by setting w = 0.

THEOREM 3. If a,b,¢c=0andd > 0, then with@ =a+b+c+d
and ¢ =c¢ + d,

| X(s, )| >1l =9 b. c. d
P{Sa%past—}—bs—i—ct—}—d: } J(a, b0, d),

where

fa, b, e, d) = N—@) + 3, (=D e [T an

—a—2ck

a—2(b+d)k
+ e—?(a+c)(b+d)k2 S

dN(u)]

—a—2(b+d) k

— i (_ 1)i+ke—zi[3jz+(b+a)k2]{ez[c‘j+(b+d>k]2
i k=1

! dN(u) + gilei—(b+d)k1?

a—2[ci+(b+d)k
X\
—a—2[cj+(b+d)k]

SE—z[—cj—(Hd)k]dN(u)} .

—a—2[c(b+d)k]

Proof. Observe that

= |X(S’ t)l = =
Py(w) = P{ o ast - bs + ot +d - l\X(l’ b u}
- P | X(s, 1)} >1
{f’gligl(a +b)s+(c+d or

| X1, t)] =
oind (@ + )t + (b +d) = 1{X(1’ b= u} )

Upon applying Lemma 4, we obtain

_ | X(s, 1)] _
Pyu) = P{Os;}g T e oTE B l’X(l, 1) = u}

| X0, )] B
+ P{osg]épl (@ +e)t + (b + d) = 1‘X(1: 1) = u}
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_ | X(s, 1)] _
P{su @ s+ ctd 21X, 1 = uf
| X1, )]
P{i?ﬁ(a Tttt d - 1IX(1 b= “}

Due to Lemma 2.a., it follows

| X(s, 1)
P{oi‘ié'i(a Tos 0T D 1]X(1 = uf

= Pls ]X(3;1)+u|>1
{os,<poo(c+d)s+a B }

- P{OZI:EWX(S, D—[c+ds+@—u]=0
or 1nf X(s, D+[e+ds+@+u]=s }
Lemma 1 applied to the last expression gives:
P{ sup X(s, 1) — [(c + d)s(@ — )] 2 0

or inf X(s,1) + [(¢c +d)s + (@ + w] = 0}
0<s<
= i {e—za'(c+d)(2m—x)2[ez(c+d)(2m—1>u + 6—2(c+d)(2m—1)u]

—o2al 2 —
— e 2a(c+d)(2m) [62(c+d)(2m)u __{__ e 2(c+d)(2m)u]} .

Therefore
P | X(s, 1| 21|X1’1 _
{"Sé?ég(a—l—b)s—{-(c-;-d)— @1 u}
= i (—“l)Hle'ﬁ“‘*d)ﬁ[(;z(cM)J‘u + g Hetdiv]
and

| X, ?)] -
P{oi‘iﬁ(a Tt GEd - 1lX(1’ 1 = uf

— i (__1>k+1e~z‘a(b+d)k2[ez(b+d)ku + e—?(b—i—d)ku] .
k=1

461

Since X(1, 1) is the standard normal random variable, the result now

follows by:

v

Plsu | X(s, 1) 1)
0 qst +bs +ct +d

= PUXL Dz + | _PwdNw

Ly
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— aN(—@) + S _Pw)dNw).

THEOREM 4. If a,b,¢,d =0 and a=a+b+c+d, b=b+c+d,
¢ =c+d, then for uw < @,

P, = P{sgp X(s, t) — (ast + bs + ¢t +d) = ojxa, 1) = u}

> _g[ezc—(u—i) _ e—zT(u—E)] + ez?(u—?{) , b>0
eI + 26(@ — w)] , b=0.

Proof. Upon applying Lemma 3, we obtain

P, =P{supX(s F1L,t4+1) - XAt +1) + XAt +1) — XA, 1)
(3.8) =0

~[d(s+1)(t+1)+c(s+1)+b(t+1)+a-—u]go}.

Consider the fact that X(s + 1,¢t+1)— XA, ¢ +1) and X(1, t+1) —
X(1, 1) are independent processes equivalent to X(s, ¢ + 1) and X(1, ¢),
respectively. The latter X(1, £) will be denoted by X*(1, t) to signify
that it is independent of X(s, ¢ + 1). Due to the fact that ¢(s + 1) =<
¢(s + 1)t + 1) for all ¢, s, t = 0, it follows from (3.3)

P, = P{ sup X(s, t +1) + X*(L, 1) — [5(¢ + s + 5t+a—u]go}
3.4 = S“’ _P{sgp X(s, ¢+ 1) — [t + s — 7] 2 0|sup X*(1, 1
u—a 820 t20
—t+a—u)= 'r}p('r, w)dr ,

where p(r, w) is the probability density of

P{sup X*1,6) — (bt + @ —w) < r}
t20

{1 _ 6—2'3(6'+r—u) , u—a=sr

0 , otherwise .
Thus
35 b iatr—u) U —asr
8-5) pr, w) = {0 ,  otherwise .

Observe that the probability in the integrand of (3.4) becomes
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P{sgop X(s, ¢t +1) — [6t + 1)s — ] = o}

*{ez?r’ r<0
Gt , r>0.

(3.6)

Therefore, (3.5) and (3.6) together with (3.4) give

p4 = So _ez“or258~zb”(i+r—u)dr + Sw256~26—(“~+'_“)d7’ ,

%—a 0

from which the result readily follows.
The following is a special case (¥ = 0) of Theorem 4, which has
broad application in Kolmogorov-Smirnov statisties.

THEOREM 4.a. If{Y(s, t): (s, t) € D} is the two-parameter Brownian
bridge and if a,b,¢c,d = 0, then
P{sup,Y(s, t) — (ast + bs + ¢t + d) = 0}

- -bb—(e“f“? —e ) L e p>0

(1 + 2a6)e , b=0.
THEOREM 5. If a,b,¢,d = 0, then
P{sup, X(s, t) — (ast + bs + ¢t + d) = 0}
N(—a) + —Z—[N(d — 25)e B _ N(@ — 25)e)]

+ N(@ — 2b)e™* , b>0

N(_a;) + %3—32/2 + N(d — 26)(1 + 2a¢ — 462)6—26 ,
b=0.

In particular,
Plsup, X(5, £) — A = 0} = 2[(1 — NN(—) + 17%—7e-*2/2]

= Z[N(——x) N S:’N(—s)dsJ , A20.

Proof. The theorem now can be established by integrating lower
estimates of the conditional probability P, in Theorem 4 with respect
to dP{X(1, 1) £ u} =dN(u) = (2r)"*exp (—u*/2)du. The special case
when a = b = ¢ = 0 and d = )\ agrees with Goodman’s result (Theorem
3 in [3]).

In order to find sharper upper bounds for the barrier-crossing
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probabilities we introduce the following: Let f(s, t) be a continuous
function on D. If sup, X(s, t) — f(s, t) = 0, then define 7z, = (s, t,)
where

s, = inf {s € [0, 1]| X(s, t) = f(s, t) for some te]0, 1]},
t, = inf {t € [0) 1][X(So, t) = f(soy t)} ’

while if sup, X(s, t) — f(s, t) < 0, then set 7; = (c0, ). Thus with
the convention that (s, t,) < (s, t,) if and only if s, <s, and ¢, < ¢,
we have that

P{sgp X(s, t) — f(s, 1) = 0} - P{rf <, 1)} .

THEOREM 6. If ¢,d =0, then

P{sgp X(s, t) — (¢t +d) = o}

< 2P{ sup X(1, t) — (¢t +d) = o}

0st=<1

= 2[1 — N(¢ + d) + exp (—2¢d)N(a — b)] .

Proof. Let z stand for 7, when f(s, t) = ¢t + d. Define
F(s, t) = Pt < (s, 1)} -

Then
Fa,1) = P{s%p X(s, 1) — (ct +d) = o}

- P{ sup X(1, t) — (¢t + d) = o}

0st=s1

+ P{ sup X(1, ) — (¢t + d) < 0, sup X(s, t) — (ct + d) = o}

0st=s1 D

@7 = P{sup X(1, 1) — (¢t + d) = 0]
+ | Plsmp XA, ) — @t + &) <0[ = (s, 0}dFGs, 1

< P{ sup X(1, t) — (ct + d) = o}

0sts1

+ S:P{X(l, £) — (et +d) < o\r — s, t)}dF(s, 5.

On account of the fact that z = (s, ¢t) implies X(s,t) =ct +d and
X, t) — X(s, t) is independent of the conditioning 7 = (s, t), it follows
that
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. S:P{X(l, 8 — (ct +d) < Olr = (s, )} dF(st)
' ={'P{x, 0 - X6, 0) < 0}arGs, 1) = —;—F(l, 1.

The theorem now follows readily from (3.7) and (3.8).
COROLLARY 6.1. If b,c,d =0, then

P{sup X(s, t) — (bs + ot + d) = o}
(8.9) ?
< zP{ sup X(1, t) — (b*t + d) = 0} , b* = max (b, ¢} .

0sts1
Proof. The result follows immediately by observing that
P{sup X(s, t) — (bs + ot + d) 2 0}
< min { P[ sup X(s,t) —(bs +d) = 0} ,
P|sup X(s, ) = (ct + d) 20} .
The right-hand side of (8.9) can also serve as an upper bound of

P{sup, X(s, t) — (ast + bs + ¢t + d) = 0}, and it is certainly a substantial
improvement over (1.9). We state this fact formally as a corollary.

COROLLARY 6.2. If a,b,c,d =0, then
P{sup X(s,t) — (ast +bs +ct +d) = 0}
D

(3.10) < 2P{ sup X(1, £) — (b*t + d) = 0}

0st=t

< 2P{ sup X(1, t) — d = o} — AN(—d),

0st<1
where b* = max {b, ¢}.
4. Supremum over rectangular regions. Some adjustments are

needed to apply the results for the more general rectangular region
Q =10, S] x [0, T]. The conversion formulas are given by:

P{sup X(s, t) — (ast + bs + ot + d) = 0}

(4.1) e

- P{sup X(s, t) — (a'st + b's + 't + d) = o} ,
D

where o' = aV'ST, b = bV/'S/T, ¢’ = ¢V/TJS, and d' = d/\/ST.
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P{sup X(s, t) — (ast + bs + et +d) = 0| X(S, T) = u}
(4.2) ¢
= P{sup X(s,t) —(a'st + b's +c't +d) _>__0'X(1, 1) = u’} ,

where o/, V', ¢/, d’ are as in (4.1) and «’ = u/v/ST. In (4.1), if 0Q is
replaced by @, then D replaces oD.
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