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A Wiener—Hopf type factorization for the exponential functional
of Lévy processes

J. C. Pardo, P. Patie and M. Savov

ABSTRACT

For a Lévy process & = (&t)¢>0 drifting to —oco, we define the so-called exponential functional as
follows:

I = J et dt.
0
Under mild conditions on &, we show that the following factorization of exponential functionals:

I 21, xIy

holds, where x stands for the product of independent random variables, H ™ is the descending
ladder height process of & and Y is a spectrally positive Lévy process with a negative mean
constructed from its ascending ladder height process. As a by-product, we generate an integral
or power series representation for the law of I¢ for a large class of Lévy processes with two-sided
jumps and also derive some new distributional properties. The proof of our main result relies on
a fine Markovian study of a class of generalized Ornstein—Uhlenbeck processes, which is itself
of independent interest. We use and refine an alternative approach of studying the stationary
measure of a Markov process which avoids some technicalities and difficulties that appear in the
classical method of employing the generator of the dual Markov process.

1. Introduction and main results

We are interested in studying the law of the so-called exponential functional of Lévy processes,
which is defined as follows:

o0

IE = J 6§t dt,

0
where £ = (&§)1>0 is a Lévy process starting from 0 and drifting to —oo. Recall that a Lévy
process £ is a process with stationary and independent increments and its law is characterized
completely by its Lévy—Khintchine exponent ¥, which takes the following form:

2 [ee}

logE[e*] = U(2) = bz + %zz —|—J' (€*¥ =1 — zylgyj<1y)1l(dy), for any z € iR, (1.1)
—0o0

where 0 > 0,b € R and II is a Lévy measure satisfying the condition [ (y* A 1)II(dy) < oo;

see [1] for more information on Lévy processes.

The exponential functional I has attracted the interest of many researchers over the last
two decades. This is mostly due to the prominent role played by the law of I¢ in the study
of important processes such as self-similar Markov processes, fragmentation and branching
processes but also in various settings ranging from astrophysics, biology to financial and
insurance mathematics; see the survey paper [5].
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So far there have been two main approaches which have been developed and used to derive
information about the law of the exponential functional. The first one uses the fact that
the Mellin transform of I is a solution to a functional equation (see (4.1)), and is due to
Carmona et al. [9] and has been extended by Maulik and Zwart [20]. It is important to note
that (4.1) is useful only under the additional assumption that £ possesses some finite, positive
exponential moments as then it is defined on a strip in the complex plane. This equation can be
solved for exponential functionals of the negative of subordinators and spectrally positive Lévy
processes yielding some simple expressions for their positive and negative integer moments,
respectively, which, in both cases, determine the law. Recently, Kuznetsov and Pardo [15] have
used some special instances of Lévy processes, for which the solution of the functional equation
can directly be guessed and verified from (4.1), to derive some information concerning the law
of I¢. It is worth pointing out that, in general, it is not an easy exercise to invert the Mellin
(or moments) transform of I¢ since a fine analysis of its asymptotic behaviour is required.
This Mellin transform approach relies on two difficult tasks: to find a solution of the functional
equation and to provide a general criterion to ensure the uniqueness of its solution. For instance,
this approach does not seem to successfully cope with the whole class of spectrally negative
Lévy processes.

The second methodology, which has been developed recently by the second author in [23, 25],
is based on the well-known relation between the law of Iz and the distribution of the absorption
time of positive self-similar Markov processes, which were introduced by Lamperti [17] in the
context of limit theorems for Markov processes. Indeed, in [25], it is shown that the law of
I¢ can be expressed as an invariant function of a transient Ornstein—Uhlenbeck companion
process to the self-similar Markov process. Using some potential theoretical devices, a power
series and a contour integral representation of the density are provided when & is a possibly
killed spectrally negative Lévy process.

In this paper, starting from a large class of Lévy processes, we show that the law of I
can be factorized into the product of independent exponential functionals associated with
two companion Lévy processes, namely the descending ladder height process of ¢ and a
spectrally positive Lévy process constructed from its ascending ladder height process. It is
well known that these two subordinators appear in the Wiener—Hopf factorization of Lévy
processes. The laws of these exponential functionals are uniquely determined by either their
positive or their negative integer moments. Moreover, whenever the law of any of these can
be expanded in series, we can, in general, develop the law of I¢ in series. Thus, for example,
the requirements put on the Lévy measure of £ in [15] can be relaxed to conditions only
on the positive jumps (the Lévy measure on the positive half-line) of &, thus enlarging
considerably the class of Lévy processes £ for which we can obtain a series expansion of the
law of Ig.

Although our main result may have a formal explanation through the Wiener—Hopf
factorization combined with the functional equation (4.1), the proof is rather complicated and
involves a careful study of some generalized Ornstein—Uhlenbeck (for short GOU) processes,
different from the ones mentioned above. For this purpose, we deepen a technique used by
Carmona et al. [9, Proposition 2.1] and further developed in [16], which relates the law of I, to
the stationary measure of a GOU process. More precisely, we show that the density function of
I¢, say me, is, under very mild conditions, the unique function satisfying the equation Lm¢ = 0,
where L is an ‘integrated infinitesimal’ operator, which is strictly of an integral form. The latter
allows for a smooth and effortless application of Mellin and Fourier transforms. We believe that
this method itself will attract some attention as it removes generic difficulties related to the
study of the invariant measure via the dual Markov process such as the lack of smoothness
properties for the density of the stationary measure and also the application of transforms,
which usually requires the use of the Fubini theorem, which is difficult to verify when dealing
with non-local operators.
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Before stating our main result, let us introduce some notation. First, since in our setting &
drifts to —oo, it is well known that the ascending (descending) ladder height process H' =

(H*(t))ts0 (respectively, H~ = —H * = (—H *(t)):>0) is a killed (respectively, proper)
subordinator. Then, we write, for any z € iR,
mw=mmeHmm=aHL = D) — b (1.2)
0,00

where d4 > 0 is the drift and ky > 0 is the killing rate. Similarly, with d_ > 0, we have
¢_(z) =logE[exp(zH ™ (1))] = —0_2z — J( )(1 —e u_(dy). (1.3)
0,00
We recall that the integrability condition fgo (I ANy)pt(dy) < oo holds. The Wiener—Hopf
factorization then reads as follows:
U(z) = —cpi(2)p-(2) = =94 (2)p—(2), for any z € iR, (1.4)

where we have used the convention that the local times have been normalized in a way that
¢ =1; see [12, (5.3.1)]. We avoid further discussion as we assume (1.4) holds with ¢ = 1.

DEFINITION 1.1. We denote by P the set of positive measures on R that admit a non-
increasing density.

Before we formulate the main result of our paper, we introduce the two main hypotheses:
(H1) Assume that —co < E[¢;] and that one of the following conditions holds:

E. py € P and there exists z. > 0 such that, for all z with R(z) € (0, 2), we have
[¥(z)] < oo
P+ II, € P.
(H2) Assume that
P, pyeP, ky>0and u_ € P.

Then the following result holds.

THEOREM 1.2. Assume that £ is a Lévy process that drifts to —oo with characteristics of
the ladder height processes as in (1.2) and (1.3). Let either (H1) or (Ha) hold. Then, in both
cases, there exists a spectrally positive Lévy process Y with a negative mean whose Laplace
exponent 1 takes the form

o0

Ua(-9) = s0s(-5) = 6 b hus 4 | e Mu(oo)dy, 520, (19
0

and the following factorization holds:
I L1y x 1y, (1.6)
where % stands for the identity in law and x for the product of independent random variables.
REMARK 1.3. We mention that the case when the mean is —oco together with other

problems will be treated in a subsequent study as it demands techniques different from the
spirit of this paper.

The result in Theorem 1.2 can be looked at from another perspective. Let us have two
subordinators with Lévy measures 4 such that pu € P,k > 0 and p— € P. Then, according
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to Vigon’s theory of philanthropy (see [30]), we can construct a process £ such that its ladder
height processes have exponents as in (1.2) and (1.3) and hence £ satisfies the conditions of
Theorem 1.2. Therefore, we will be able to synthesize examples starting from the building
blocks, that is, the ladder height processes. We state this as a separate result.

COROLLARY 1.4. Let puy be the Lévy measures of two subordinators and py € P,
ky > 0 and p— € P. Then there exists a Lévy process that drifts to —oo, whose ascending and
descending ladder height processes have the Laplace exponents (1.2) and (1.3), respectively.
Then all the claims of Theorem 1.2 hold and, in particular, we have the factorization (1.6).

We postpone the proof of the theorem to Section 4. In the next section, we provide some
interesting consequences whose proofs will be given in Section 5. Finally, in Section 3, we state
and prove several results concerning some GOU processes. They will be useful for our main
proof and, since they have an independent interest, we present them in a separate section.

2. Some consequences of Theorem 1.2

Theorem 1.2 allows for multiple applications. In this section, we discuss only a small number
of them but we wish to note that almost all results that have been obtained in the literature
under restrictions on all jumps of & can now be strengthened by imposing conditions only on
positive jumps. This is due to (1.6) and the fact that on the right-hand side of the identity the
law of the exponential functionals has been determined by its integral moments which admit
some simple expressions; see Propositions 4.6 and 4.7.

The factorization allows us to derive some interesting distributional properties. For instance,
we can show that the random variable I¢ is unimodal for a large class of Lévy processes. We
recall that a positive random variable (or its distribution function) is said to be unimodal
if there exists a € RT, the mode, such that its distribution function F(x) and the function
1— F(x) are convex, on (0,a) and (a,+00) respectively. It can be easily shown (see, for
example, [27]), that the random variable Iy, as defined in Theorem 1.2, is self-decomposable
and thus, in particular, unimodal. It is natural to ask whether this property is preserved or not
for Is. We emphasize that this is not necessarily true even if I;- is unimodal itself. Cuculescu
and Theodorescu [11] provide a criterion for a positive random variable to be multiplicative
strongly unimodal (MSU), that is, its product with any independent unimodal random variable
remains unimodal. More precisely, they show that either the random variable has a unique mode
at 0 and the independent product with any random variable has also a unique mode at 0 or
the law of the positive random variable is absolutely continuous with a density m having the
property that the mapping  — logm(e®) is concave on R. We also point out that it is easily
seen that the MSU property remains unchanged under rescaling and power transformations
and we refer to the recent paper [29] for more information about this class of random variables.

We proceed by recalling that, as a general result on the exponential functional, Bertoin
et al. [2, Theorem 3.9] have shown that the law of I¢ is absolutely continuous with a density
that we denote throughout by me.

In what follows, we show that when £ is a spectrally negative Lévy process (that
is, II(dy)l;y~0y = 0 in (1.1) and & is not the negative of a subordinator), we recover the power
series representation obtained by the second author in [25] for the density of I;. We are now
ready to state the first consequence of our main factorization.

COROLLARY 2.1. Let £ be a spectrally negative Lévy process with a negative mean.

(1) Then we have the following factorization:

I L1 x G, (2.1)
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where G, is a gamma random variable of parameter «v > 0, where v > 0 satisfies the relation
U(v) = 0. Consequently, if I;— is unimodal, then I is unimodal.
(2) The density function of I¢ has the form

x—'y—l oo /
me(z) = J e Yy I my-(y)dy, x>0, (2.2)
ST
where I' stands for the gamma function. In particular, we have
E[T7,_
lim 27 me(z) = M
(3) Moreover, for any 1/x < lims_,o(¥(s)/s),
E[I},_] (n+~+1)
me(z) = ——H— 7771 ”—x_”. 2.3
@)= e Z T, ¥ 7 7) 29

(4) Finally, for any >+ 1, the mapping =+ x Pmg(z~1) is completely monotone
on RY, and, consequently, the law of the random variable Igl is infinitely divisible with a
decreasing density whenever v < 1.

REMARK 2.2. (1) From [1, Corollary VIL5], we get that
o B {b I yT(dy) ifo=0and [°_(1Ay)T(dy) < oo

s—o0 S8 +00 otherwise.

Since we excluded the degenerate cases, we easily check that b — f(il yII(dy) > 0.

(2) We point out that in [25] it is proved that the density extends to a function of a complex
variable which is analytical on the entire complex plane cut along the negative real axis and
admits a power series representation for all z > 0.

To illustrate the results above, we consider ¥U(s) = —(s —y)d_(s),s > 0, with v > 0, and
where, for any o € (0, 1),

MNa(s—1)+1

oy =y Llals =D 1

I'as+1) (24)

— - —sy (1_04)6'7!/& o o sy
= | e e g = | -

is the Laplace exponent of a subordinator. Observing that the density 7,(y) of the Lévy
measure of ¢_ is decreasing, we readily check that ¥ is the Laplace exponent of a spectrally

d
negative Lévy process. Next, using the identity ;- @ G1“ (see, for example, [26]), we get
(d)

G1 X G;l,
which, after some easy computations, ylelds for any = > 0,
x—r 1 (—x)™
me(r) = Fs— NCES) Zr a(n+7) +1)— (2.5)

_ Tlay+ 1)x*7*1 - -
= F(V)F<7+ 1) 1FO(( yay + 1)7 1)7 (26)

where 1F stands for the so-called Wright hypergeometric function; see, for example,
[6, Section 12.1]. Finally, since G1“ is unimodal, we deduce that I¢ is unimodal. Actually, we
have a stronger result in this case since I¢ is itself MSU being the product of two independent
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MSU random variables, showing in particular that the mapping x +— 1 Fy((a, ay 4+ 1);e”) is
log-concave on R for any « € (0,1) and v > 0.

We now turn to the second application as an illustration of the situation P+ of Theorem 1.2.
We would like to emphasize that in this case, in general, we do not require the existence of
positive exponential moments. We are not aware of general examples that work without such
a restriction as (4.1) is always crucially used and it is of real help once it is satisfied on a strip.

COROLLARY 2.3. Let ¢ be a Lévy process with —oo < E[¢;] < 0 and o2 > 0. Moreover,
assume that

H(dy)]l{y>0} =che M dy,

where ¢, A > 0. Then we have, for any s > —\,
2

¥y (—5) = 045° +k‘+5+0—)\+87

where c_ =c¢/¢_(\) and 04 > 0. Consequently, the self-decomposable random variable Iy
admits the following factorization:

Iy £ 6,Gy! x B71(01,A — 61), (2.7)

where 0 < 01 < A < 0y are the two positive roots of the equation ¥4 (s) =0 and B stands
for a beta random variable. Then, assuming that 6 — 01 is not an integer, we have, for any
1z < lims— o0 [9—(5)],

2 0;
E+D(A+ Dz E[I% _o. _
me () = =t ( (Z r(0 Ii @y (0 + 15— 1)>,

L6, + 1)I(6, + 1)

where
Ty (60 +12) = Zan(j) 0;) (2.8)

and

F(Gj—Oi—n) F(n+9i+1) i—=1.9
TN =0; —=n) [Ti—y o—(k+06;) o

e

an(¢*7 91) =

R
i
.=

REMARK 2.4. The assumption o2 > 0 and the restriction on 6 — 6; have been made in
order to avoid dealing with different cases, but they can both be easily removed. The latter
will affect the series expansion (5.3). The computation is easy but lengthy and we leave it out.

REMARK 2.5. The methodology and results we present here can also be extended to the
case when the Lévy measure II(dy)l{,~oy is a mixture of exponentials as in [8, 15] but we note
that here we have no restrictions on the negative jumps whatsoever.

We now provide an example of Theorem 1.2 in the situation P.
COROLLARY 2.6. For any o € (0,1), let us set

_azl(a(—2z+1)+1)
V&) = AT Caz 1 1)

o1(2), z€iR, (2.9)
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where ¢4 is as in (1.2) with puy € P,k > 0. Then W is the Laplace exponent of a Lévy process
& that drifts to —oo. Moreover, the density of I admits the following representation:

x—l/a > Ie% oa—
me(a) == | gally/0)/*ymy )y dy, @ >0, (2:10)
0
where ¢, is the density of a positive «-stable random variable. Furthermore, if
lim, o0 s* gy (—5) = 0, then, for all z > 0,

me(z) = %— Z Mw" (2.11)
n=1

(—an)n!

Finally, the positive random variable 1y is MSU if and only if o < % Hence, 1¢ is unimodal
for any o < %

REMARK 2.7. The fact that I- is MSU if and only if a <
result of Simon [29].

% is a consequence of the main

REMARK 2.8. Note that this is a very special example of the approach of building the Lévy
process from ¢4 when py € P. One could construct many examples like this and this allows
for interesting applications in mathematical finance and insurance; see, for example, [24].

As a specific instance of the previous result, we may consider the case when
I(a/s+1)
o+ = TG r D+ 1)
with o/ € (0,1). We easily obtain from the identity (4.8) that
Ma/'m+1-4a)
rt—o) -’

s =0,

E[I;™] = m=1,2,...,

that is, Iy 4 Gl_f(;,. Hence, as the product of independent MSU random variables, Iz is MSU
for any o/ € (0,1) and o < % Moreover, using the asymptotic behaviour of the ratio of gamma
functions given in (5.7), we deduce that, for any o/ € (0,1 — «), we have

me(®) = 5 —10/)a ; Fr((oiz;r)il) (=1)"a", (2.12)

which is valid for any = > 0.
We end this section by describing another interesting factorization of exponential functionals.
Indeed, assuming that p_ € P, it is shown in [26, Theorem 1] that there exists a spectrally

positive Lévy process Y = (Y2)i>0 with a negative mean and Laplace exponent given by
Yy(—s) = —s¢_(s+1),s > 0, such that the following factorization of the exponential law

o0

Iy xI' 26 (2.13)
holds. Hence, combining (2.13) with (1.6), we obtain that
Ie x 11 £ Gy x Iy

Consequently, we deduce from [28, Theorem 51.6] the following.

COROLLARY 2.9. If, in one of the settings of Theorem 1.2, we assume further that p_ € P,
then the density of the random variable I¢ x I}f,l7 where Iy is taken as defined in (2.13), is
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a mixture of exponential distributions and, in particular, it is infinitely divisible and non-
increasing on RT.

d
Considering as above that Ipy- @ G¢ in Corollaries 2.1 and 2.3, we deduce from [26,
Section 3.2] that the random variable S, x I¢ is a mixture of exponential distributions, where
S, is a positive stable law of index a.

3. Some results on GOU processes

The results we present here will be central in the development of the proof of our main theorem.
However, they also have some interesting implications in the study of GOU processes, and for
this reason we state and prove them in a separate section.
We recall that, for a given Lévy process &, the GOU process U¢ is defined, for any ¢ > 0,
x>0, by
t
US(z) = zeft + e J e % ds. (3.1)
0
This family of positive strong Markov processes has been intensively studied by Carmona
et al. [9] and we refer to [22] for some more recent studies and references. The connection with
our current problem is explained as follows. From the identity in law (§ — {r—s)—)o<s<t =
(&s)s<t, we easily deduce that, for any fixed ¢ > 0,

t
US () L gt —I—J et ds.
0

Thus, if lim;_,+, £ = —oo almost surely (a.s.), we have that
d
U (@) = I,

and hence the law of I¢ is the unique stationary measure of U*; see [9, Proposition 2.1].

In what follows, we use the standard notation Cp(R) or Cy,(R4) to denote the set of bounded
and continuous functions on R or on R, respectively. Furthermore, we set V' = Cg(]R), where
CZ(R) is the set of twice continuously differentiable bounded functions which together with its
first two derivatives are continuous on R = [~00, oc]. Then, we recall that (see, for example, [9]
for the special case when ¢ is the sum of a Brownian motion and an independent Lévy process
with bounded variation and finite exponential moments and [16] for the general case) the
infinitesimal generator LY® of U¢ takes the form

LUEf(x) =L fo(Inz) + f'(x), x>0, (3.2)

whenever E[|&]] < co and f.(x) = f(e®) € Dom(L*), where L¢ stands for the infinitesimal

generator of the Lévy process &, considered in the sense of It6 and Neveu (see [19, pp. 628-630]).

Recall that in this sense V' C Dom(LE) and hence V = {f : Ry — R|f. € V'} C Dom(LU*).
In what follows, we often appeal to the quantities defined for « > 0 by

fi(x) :=j| M(dy); T (x) :=J I (dy), (3.3)
() = j Ty T =j I (y)dy. (3.4)

where I (dy) = II(dy)1{,~0y and I1_(dy) = II(—dy)1{,~0}. Note that the quantities in (3.4)
are finite when E[|£1]|] < oo. Moreover, when E[{;] < oo, (1.1) can be rewritten, for all z € C,
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where it is well defined, as follows:

(o} oo

eIy (y) dy + ZQJ e I (y) dy. (3.5)

U(z) = [fl]z—i-zz +2J .

0

For the proof of our main theorem, we need to study the stationary measure of U¢ and, in
particular, LU* in detail. To this end, we introduce the following functional space:

K= {7 R RIf Vs i (17260 + 172D =0 ] (1£260)] |12 @) o < o0}
where f.(x) = f(e*).

PROPOSITION 3.1. Let U be a GOU process with E[|&|] < oo. Then K C Dom(LUg).
Moreover, for any f € IKC we have, for all x > 0,

x o?
27 f@) = 2 4 Blelg(e) + Sag' o)

+ JOO g (YT, (ln ) dy +J g ()T (ln y) dy, (3.6)

x

where g(z) = xf'(x). Finally, for any function h such that [ (y~* A1)|h(y)|dy < oo and f €
K, we have

(LY f.h) = (g', D), (37)
where (f1, f2) = [ fi(z) f2(x) dz and

Lh(z) = O;xh(x) + JOO (; + E[ﬁl]) h(y) dy

x

[oedn[n (s o

xT

REMARK 3.2. There are certain advantages when using the linear operator £ instead of the
generator of the dual GOU. Its integral form allows for minimal conditions on the integrability
of |h| and requires no smoothness assumptions on h. Moreover, if h is positive, then Laplace and
Mellin transforms can easily be applied to Lh(z) since the justification of the Fubini theorem
is straightforward.

Proof. Let f € K; then, by the very definition of K, we have that f, € V' and, from (3.2),
we get that I C Dom(LUg). Next, (3.6) can be found in [16] but can equivalently be recovered
from (3.2) by simple computations using the expression for L, which can be found in [1, p. 24].
To get (3.7) and (3.8), we recall that g(x) = zf'(z) = f.(Inz) and use (3.6) combined with a
formal application of the Fubini theorem to write

(LY f,h) = L g(;/)h(y) dy + %2 J:o yg' (y)h(y) dy + E[&1] J g(y)h(y) dy

+J:O Joyg’(v)n (1n )dvh( )dy+JO L O
> h(y)

o0

oo

"o [ M ayassie)| ¢ mwdvdos G | oo ao
o B ) rwad [ o]

= (¢, Lh). (3.9)
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To justify the Fubini theorem, note that f € K implies that lim, .o g(z) = lim, o f.(Inz) = 0,
g(z) = fg g'(v) dv and

| wenae = | 12w < o) < .
lg(@)| +2lg' ()| = [fi(ln )| + [/ (Inz)| < Clg) < o, (3.10)
where C(g) > 0. Note that (3.10) and the integrability of (1 A y~1)|h(y)| imply that

jm g(yy)\ hy) dy < jw j ¢/ @)ldvy ()] dy < C(g) fywh(yn dy < o0,

and so the Fubini theorem applies to the first term in (3.9). The second term in (3.9) remains
unchanged, whereas for the third term we do the same computation noting that only y~lis
not present. From (3.10) and the fact that I1 (1) +II_(1) < oo as E[|£;]] < oo, we note that,

for the other two terms, we have, with the constant C'(g) > 0 in (3.10),

J: g/ (0)|TT_ (1n %) dv = J:o zeVg (z e~ )| (w) duw

STl @l do+Clo) [ ) < o,
- - 0 0
| e () do= | e ey w) do

1

lg'(v)| dv + C(g) Jo ﬁ+(w) dw < oo.

(oo}

<ﬁ+(1)J

0
Therefore, we can apply the Fubini theorem, which completes the proof of Proposition 3.1.

O

The next result is known and can be found in [16] but we include it and sketch its proof for
the sake of completeness and for further discussion.

THEOREM 3.3. Let U¢ be a GOU, where —co < E[¢;1] < 0. Then U¢ has a unique stationary
distribution which is absolutely continuous with density m and satisfies

Lm(xz) =0 fora.e. z>0. (3.11)

REMARK 3.4. Note that, due to the discussion in Section 3, m = me, that is, it equals the
density of the law of I¢. Therefore, all the information we gathered for m¢ in Section 2 is valid
here for the density of the stationary measure of U¢, that is, m.

REMARK 3.5. Equation (3.11) can be very useful. In this instance, it is far easier to be
studied than an equation coming from the dual process which is standard when stationary
distributions are discussed. It does not presuppose any smoothness of m, only its existence.
Moreover, as noted above, (3.11) is amenable to various transforms, and difficult issues such
as interchanging integrals using the Fubini theorem are effortlessly overcome.

REMARK 3.6. It is also interesting to explore other cases when a similar equation to (3.11)
can be obtained. It seems the approach is fairly general but requires special examples to reveal
its full potential. For example, if L is an infinitesimal generator, N is a differential operator, £
is an integral operator and it is possible, for all f € C3°(R.), that is, infinitely differentiable



EXPONENTIAL FUNCTIONAL Page 11 of 27

functions with compact support, and a stationary density u, to write
(Lf,u) = Nf, Lu) =0,
then we can solve the equation in the sense of Schwartz to obtain
NLu =0,

where N is the dual of A. If we show that necessarily for probability densities Lu = 0, then
we can use L to study stationarity.

Proof. From (3.7) and the fact that m is the stationary density, we get, for all g(z) = = f'(x),
with f € C°(R4) C K,
(¢', Lm) = 0.
Then, from Schwartz theory of distributions, we get Lm(z) = Clnx + D a.e. Integrating
(3.8) and the right-hand side of this from 1 to z, multiplying the resulting identity by
271, subsequently letting z — oo and using the fact that m is a probability density, we

can show that necessarily C' = D = 0. The last part requires some work, but it is mainly
technical. O

THEOREM 3.7. Let m be a probability density function such that fgo m(y)y~tdy < oo and
(3.11) holds for m; then

m(z) = m(x) a.e., (3.12)

where m is the density of the stationary measure of U¢.

REMARK 3.8. This result is very important in our studies. The fact that we have uniqueness
on a large class of probability measures allows us, by checking that (3.11) holds, to pin down the
density of the stationary measure of U¢, which is of course the density of I¢. The requirement
that J"go m(y)y~tdy < oo is in fact no restriction whatsoever as the existence of a first negative
moment of I¢ is known from the literature; see [3].

REMARK 3.9. Also it is well known that if LY is the generator of the dual Markov
process, then LVm = 0 does not necessarily have a unique solution when LY is a non-local
operator. Moreover, one needs assumptions on the smoothness of /m so as to apply LY. Using
L circumvents this problem.

Proof. Let (P,);>0 be the semigroup of the GOU U, that is, for any f € Cy(Ry),
Pf(x) =E[f(Uf (@), #>0, t>0.
If (3.11) holds for some probability density m, then (3.7) is valid; that is, for all f € IC,
(LU f,m) = (¢, Lin) = 0.
Assume for a moment that
P C K, foralls>D0, (3.13)
and there exists a constant C(f,£) > 0 such that, for all s <¢,

LV Pyf ()| < C(f,€) (@~ A ). (3.14)
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Then integrating out with respect to m(z) the standard equation

Pf(z) = f(x) + j LV* P, f(x) ds,

we get, for all f € K,

J Pof(2)m(z) de — J F@)m(z) da.
0 0
Since C§°(R4) € K and C§°(Ry.) is separating for Cp(Ry), the last identity shows that m
is a density of a stationary measure. Thus, by the uniqueness of the stationary measure, we

conclude (3.12). Let us prove (3.13) and (3.14). For f € K write
= P,f(z) = E[f(Us(z))] = E [f (Jcegs —&—JS et dv)} .
0

Put §s(z) = gs(e”) = (gs)e(z). Note that, since f € K and 0 < e*+é < e¥tés + j; et dv, we

e2(ates) g1 (ex+£s + J' ebv dv)‘ <C(f), (3.15)
0

have the following bound:

ex"l‘fs f/ <€x+€s + Js egv dv> ’ +
0

which holds uniformly in € R, s > 0. In view of (3.15), the dominated convergence theorem

gives
gs(x) =E {emﬁsf/ (6z+55 +J et dv)} )
0

gl () =E {em%sf’ (eer&s +J esv dv)] +E {ez(z“s)f” (e”gs +J esv dv)} ,
0 0
(3.16)

max{|g,(z)], |g¢ ()|} < C(f).
Clearly then, from (3.15) and (3.16), the dominated convergence theorem and the fact that

f € K, which implies the existence of lim,_. f/(x) = b, we have

lim §/(z) =E [ lim (em+ésf’ <ez+55 +J esv dv) + @ HE) g1 <ez+€5 —|—J ete dv))} =b.
0 0

xr—00 r— 00
Similarly, we show that lim, .. §}(z) =lim, o fi(z) and trivially lim, .4 gs(x) =

lim, 4o fe(z). Finally, using (3.15) and (3.16), f € K, the dominated convergence theorem

and the fact that, for all s > 0, a.s. f; efvdv > 0, we conclude that
lim |g.(z)] + |37 (x)| < 2E { lim |e®F8s <ef+fs +J et dv) ‘

(2(ates) g ( s | J oo dv) H 7
0

which together with the limits above confirms that g, € V' and proves that

0

+

i [)(@)| + 13 ()| = 0.

Finally, since f € K and (3.15) holds we check that
j /()] du] < j ()| du = j | (w)] du < C(f)
0

[o efv dv

joo 3.()|dy @[
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and

o
| awlay<e
0

o (e[ ea) If”(u)ldu] < |l ) du

o esv dv 0
< 2j )|+ £ ()| = 2 j U7+ 17 W) dy < C(F),
Ry T R

where C'(f) is chosen to be the largest constant in all the inequalities above and we have used
the trivial inequality u?|f”(u)| < |f.(Inw)| + |f”(Inw)|. Thus, using all the information above,
we conclude that g, = Py f € K and (3.13) holds. Next we consider (3.14) keeping in mind that
all the estimates on g, that we used to show that g, € K are uniform in s and z. We use (3.6)
with g(x) = zg)(z) = §.(Inx), the bounds on g, and its derivatives to get

g(x) §

o 2
94 Bielo(o) + a0

<C(Ne™ + CIER +C(N T
< C(f7 g, E[fl])(l A m_l)'

Moreover, as in the proof of Proposition 3.1, we can estimate

Jw g (v)II_ <ln %) dv JOO g (v)II, <ln ;) dv

0 T

+

oo

|9 (s)|ds + C(f) (Jl I_(s)ds + Jl I, (s) ds)

< (L) + () | O 0

0
S

— () + L) |

1 1
il +cr) (] Bo@as+ | mas) <c.
and therefore (3.14) holds since

X 0'2
L% g(0) = 22 4 Blalg(a) + Gy o) + |

This concludes the proof. |

THEOREM 3.10. Let (5("))n>1 be a sequence of Lévy processes with negative means
such that

lim ¢™ £ ¢,

n—oo

where & is a Lévy process with E[¢;] < 0. Moreover, if, for each n > 1, m™) stands for the law
of the stationary measure of the GOU process U™ defined, for any t > 0,z > 0, by

t
(n) (n) (n) n
Uf =xet +et J et )ds,
0
and the sequence (m(™),>; is tight, then (m(™),s, converges weakly to m®), which is the
unique stationary measure of the process U¢, that is,
lim m™ £ m©, (3.17)

n—0o0

Proof. Without loss of generality, we assume, using the Skorohod-Dudley theorem (see
[14, Chapter 3, Theorem 3.30]), that the convergence &™) — ¢ holds a.s. in the Skorohod
space D((0,00)). Owing to the stationarity properties of m(™, for each t > 0, we have, for any

f e Cy(Ry),
(f,m™) = (P f,m™) = (P f — Pof,m™) + (P f,m™),
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where Pt(") and P, are the semigroups of Uf(n) and Uf. For any x > 0,
(P f = Pof,m)] < 2| flloem™ (r,00) + sup [P £(y) — Pif (4)]

Yz

< 2/|flloem™ (2,00) + E |sup |F(UE" () — FUEWI| . (3.18)

y<s@

Taking into account that (m(”))n>1 is tight, we may fix § > 0 and find x > 0 big enough
such that

supm™ (x,00) < 4.
n>1

Also, since f € Cy(R,), it follows that f is uniformly continuous on R . Therefore, to show that
. (n)
i E [sup 0" () - S0F )] =0,
y<z

owing to the dominated convergence theorem, all we need to show is that

. (n)
lim sup|U; " (y) — U ()| = 0. (3.19)

From the definition of U™ and U¢, we obtain that, for y < z,

t
U5 () — US )] < ale” — e 4147 — 1] | e a4 e

t
J efggn) — e % ds|.
0 0

Since £ %3 ¢ in the Skorohod topology and
P{In>1:4" g >01n{& - & >0} =0,

the first term on the right-hand side of the last expression converges a.s. to zero as n — oo.
The a.s. convergence in the Skorohod space implies the existence of time changes (\,,)n>1 such
that, for each n > 1, A\,(0) = 0, \,(t) = ¢, the mapping s — A, (s) is increasing and continuous
on [0,¢], and

lim sup [\, (s) — s| = lim sup|\,*(s) —s| =0, (3.20)
n—00 st n—oo gy
lim sup |§§\Z)(S) —&s| = lim sup |§§”) — g)\;l(s)| =0. (3.21)
n—oo sy n—oo sy

Hence,

¢ ¢ ¢
e e g —£ _
J e 8" — et ds| < J 6" e @ ds| + J e e — o6 ds) .
0 0

0

The first term on the right-hand side clearly goes to zero due to (3.21), whereas (3.20) implies
that the second term goes to zero a.s. by the dominated convergence theorem and the fact that
pathwise, for s < t,
lim sup |e_£*771<5> —e %[>0
n—oo

only on the set of jumps of ¢ and this set has a zero Lebesgue measure. Thus, we conclude that

t
lim et J' e=6" — e~ ds| = 0.
n—oo O
Similarly, we observe that
(n) ! (n) (n) (n)
lim |e —€£t|J e™&" ds < lim tleSt — eft]estPese (78" — (3.22)
n—oo 0 n—od
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where the last identity follows from

sup |(—¢{™)| < SUP €371 ()| + SUP €5 = Exro)l = sup [§| + sup 168 — &1

s<t

and an application of (3.21). Therefore, (3.19) holds and
Jim sup| F(U;") (1) — F(UF ()] = 0.
Yz

The dominated convergence theorem then easily gives that the right-hand side of (3.18) goes
to zero and hence
limsup | (" f = Pof,m™)] < 2|1 flloc supm™ (2, 00) < 2| fllc0.

n—oo

As 0 > 0 is arbitrary, we show that
lim |(P"f = Pf,m™)| = 0.

n—oo
Since (m("))n>1 is tight, we choose a subsequence (m("k))k>1 such that limg_, oo m(™) 4,
with v a probability measure. Then, for each t > 0,

(fov) = lim (£,m) = Lim (P f,m(™)) = lim (Pf,m") = (Pf,v).

Therefore, v is a stationary measure for U¢. But since m(%) is the unique stationary measure,
we conclude that

(n) &

lim m v=m®,

n—oo

This translates to the proof of (3.17). O

4. Proof of Theorem 1.2

We start the proof by collecting some useful properties in two trivial lemmas. The first one
discusses the properties of .

LEMMA 4.1 [28, Theorem 25.17]. The function ¥, defined in (3.5), is always well-defined
on iR. Moreover, ¥ is analytic on the strip {z € C; —a_ < R(2) < ay}, where a_,a; >0 if
and only if E[e(=9-+9¢1] < 00 and E[e(*+~9%1] < 0o forall 0 < e < a_ Aay.

The second lemma concerns the properties of ¢4 and is easily obtained using Lemma 4.1,
(1.4) together with the analytical extension and the fact that subordinators have all negative
exponential moments.

LEMMA 4.2. Let ¢ be a Lévy process with E[{1] < oo. Then ¢, is always analytic on the
strip {z € C;R(z) < 0} and is well-defined on iR. Moreover, ¢ is analytic on {z € C;R(z) <
ay} foray >0, if and only if E[e(*+~9€1] < oo for some € > 0. Similarly, ¢_ is always analytic
on the strip {z € C;R(z) > 0} and is well-defined on iR, and ¢_ is analytic on {z € C; R(z) <
—a_} for a_ >0, if and only if E[e(~2-19&] < oo for some € > 0. Finally, the Wiener-Hopf
factorization (1.4) holds on the intersection of the strips, where ¢ and ¢_ are well-defined.

4.1. Proof in the case E

We recall that, in this section, we assume, in particular, that £ is a Lévy process with a finite
negative mean and that there exists ay > 0 such that |U(z)| < co for any 0 < R(z) < a4.
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Next, we write 0* = max(6, a4 ), where 6 = inf{s > 0; U(s) = 0} (with the convention that
inf ) = +00). We also recall from [9] (see also [20]) that the Mellin transform of I¢, defined by

M (2) = JOO ¥ me (z) do,

0
satisfies, for any 0 < $(z) < 6%, the following functional equation:
_c
¥(z)

We proceed by proving the following easy result.

Mo (24 1) = ——— M (2). (4.1)

LEMMA 4.3. Ifuy € P, then there exists a spectrally positive Lévy process Y with Laplace
exponent P4 (—s) = —s¢p4(—s),s > 0, and a negative finite mean —¢(0). Moreover, if ¢ has
a negative finite mean, then E[(Ig- x Iy)™1] = —¢, (0)¢" (0T) < +o0.

Proof. The first claim follows readily from [1, Theorem VIIL.4(ii)] and by observing that
¥’ (07) = ¢4 (0). From (4.8), we get that E[I;'] = k;. Next, since —oco < E[¢;] < 0, using
the dual version of Doney [12, Corollary 4.4.4(iv)], we get that —oo < E[H; ] < 0 and thus
¢’_(0%) < co. From the functional equation (4.1), we easily deduce that E[I;"] = —¢’_ (0%),
which completes the proof since the two random variables are independent. ]

LEMMA 4.4. Assume that £ has a finite negative mean and condition E holds. Let n be
a positive random variable with density x(z), such that E[n~'] < co and E[°] < oo for some
0* > § > 0. Then, for any z such that R(z) € (0,9),

e v 1
Mpy(z) = J ¥ Lr(x) doe = Z<2Z)MK(Z +1)+ ;M,@(z), (4.2)
0
and if Mg, (2) =0, for 0 < a < R(z) <b <4, then Lr(z) =0 a.e.
Furthermore, the law of the positive random variable Iy x I -, as defined in Theorem 1.2,
is absolutely continuous with a density, denoted by m, which satisfies

Lm(x) =0 for a.e. x> 0. (4.3)

REMARK 4.5. Note that the proof of this lemma shows that we have uniqueness for the
probability measures with a first negative moment that satisfy (4.1). This is a rather indirect
approach and seems to be more general than the verification approach of Kuznetsov and Pardo
[15, Proposition 2], where precise knowledge on the rate of decay of the Mellin transform
M (2) is needed. In general, such an estimate on the decay seems impossible to obtain.

Proof. We start by proving (4.2). Note that since fgo y 1 h(y)dy < oo, we can use
Proposition 3.1 to get
[ee] (oo} _ y
k(y) dy —&-J I (ln 7) k(y) dy

z X

o? K
Lk(x) = ?zm(m) —&—J S/) dy + E[&]J

x x

+ r ., (m Z) K(y) dy. (4.4)

0
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As k is a density, one can use the Fubini theorem to get, after some easy computations, that,
for any e < R(z) < < 0*, with 0 < e < 4,

o0

Mpo(z) = L 2*  Lr(x) da

= Mot 1) (G o+ P [T ey |

2 z 0 0
U(z)

1
= 7./\/1”(2' +1)+ ;Mﬁ(z)

Ty () e dy) + T M)

Let Myi(z) = 0 for e < R(z) < §. We show, using the fact that all terms in (4.4) are positive
except the negative one due to E[¢;] < 0, that, with u = R(2),

() B

i 1

J o7 Lr(z)|de < M (u+1) ( ) + a/\/l,{(u) < 0.

0

Given the absolute integrability of z*~!Lk(x) along imaginary lines determined by
e < R(z) <, we can apply the Mellin inversion theorem to the identity M .(z) =0 to get
Lk(z) =0 a.e.; see [7, Section 6, Theorem 6].

Next it is plain that the law of Iy x Iy- is absolutely continuous since, for any x > 0,
_ > T\ _
m(a) = [ "y (2}t ) (4.5
0
Furthermore, from the Wiener—Hopf factorization (1.4) and the definition of ¢, we have that
-z -z —Z
U(z)  ¢—(2) Y4(2)
which is valid for any 0 < R(z) < 6*. Thus, we deduce from the functional equation (4.1) and
the independency of Y and H~ that, for any 0 < R(z) < 6*,

_c
U(z)
Next, since, from Lemma 4.3, we have that [~ y~'m(y) dy < oo, we can use Proposition 3.1,
and thus (4.4) and subsequently (4.2) are valid for m. Moreover, owing to the representation
(3.5) of ¥ and relation (4.6), we have that, for any e < (2) < 6* with 0 < e < 6*/4,

Men(2) = D Moz 4 1) + LM =0

and we conclude that Lm(z) = 0 a.e. O

We are now ready to complete the proof of Theorem 1.2 in the case E, . Indeed, since me,
the density of I¢, is the density of the stationary measure of U ¢ we have that me is also a
solution to (3.11). Combining Lemma 4.4 with the uniqueness argument of Theorem 3.7, we
conclude that the factorization (1.6) holds.

4.2. Proof of the two other cases: P+ and P4

We start by providing some results that will be used several times throughout this section.

PROPOSITION 4.6 (Carmona et al. [9]). Let H be the negative of a (possibly killed)
subordinator with Laplace exponent ¢; then the law of 1y is determined by its positive entire

moments as follows:

mr_ D(m+1) _—
E[lY] = 71_[?:1(_(25(@), 1,2,.... (4.7)
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PROPOSITION 4.7 (Bertoin and Yor [4]). Let Y be an unkilled spectrally positive Lévy
process with a negative mean and Laplace exponent 1, ; then the law of 1/ly is determined
by its positive entire moments as follows:

- [l ¢4 (—k)
E[I;™] = E[-Y|—==—""——=
[Y } [ 1] F(m) )

with the convention that the right-hand side is E[—Y7] when m = 1.

m=1,2..., (4.8)

In order to get (1.6) in the case when £ does not have some finite positive exponential
moments, we will develop some approximation techniques. However, the exponential functional
is not continuous in the Skorohod topology and therefore we have to find some criteria in order
to secure the weak convergence of sequences of exponential functionals. This is the aim of the
next result.

LEMMA 4.8. Let (f("))n>1 be a sequence of Lévy processes with negative means such that

lim ¢ £ ¢

n—oo

where € is a Lévy process with E[€1] < 0. Let us assume further that at least one of the following
conditions holds:

(a) for each n > 1, €M and ¢ are unkilled spectrally positive Lévy processes such that
limy, .0 E[ggn)] = E[&1];

(b) for each n > 1, €™ and ¢ are the negative of unkilled subordinators;

(c) the sequence (Mgm))n>1 is tight, where mgc) is the law of I¢w).

Then, in all cases, we have

Tim Teon 21, (4.9)

Proof. To prove (4.9) in the case (a), we simply observe that writing win) for the
Laplace exponent of f;n), we have, by the Lévy continuity theorem (see, for example,
[13, Theorem XIII.1.2]), that, for all s> 0, wi")(—s) — 1y (—s) as n — oco. Next, putting
M,(,?) for the sequence of negative entire moments of Iz, we easily deduce, from (4.8) for all

m=1,2,..., that lim,,_, - Mv(,f) = M,,, where M,, is the sequence of negative entire moments
of I¢. These random variables being moment determinate (see Proposition 4.7), we conclude
(a) by invoking [13, Example (b), p. 269]. The second case follows by applying a similar line
of reasoning to the expression (4.7). Finally, the case (c) is a straightforward consequence of
(3.17) of Theorem 3.10. O

Before stating our next result, we need to introduce the following notation. Let us first
recall that the reflected processes (R = supge,c; & — &t)izo and (Ry = & — infocsct &) e0
are Feller processes in [0,00) which possess local times L* = (Lf);>o at the level 0. The
ascending and descending ladder times, i.e. I+ = (I*());>0, are defined as the right-continuous
inverses of LT, that is, for any t > 0, [*(t) = inf{s > 0; LT > t}, and the ladder height processes
HY = (H*"(t))ts0 and —H~ = (—H " (t))=0 are defined by

HY(t) = §+@y= sup &, whenever I (t) < o0,
0<s<I+(t)

—H (t)=&-@) = ogsing—(t) &, whenever ™ (t) < co.
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Here, we use the convention inf{@} = co and H*(t) = oo when L} <t and —H (t) = —o0
when L3 < ¢. From [12, p. 27], we have, for o, 8 > 0,

ol (1) —BHT
log E[e™" (21" W] = _k(a, ) = ~ky — nya— 6,8
] e g ), (4.10)
0 0

where 7, is the drift of the subordinator It and p. (dyi,dys) is the Lévy measure of the
bivariate subordinator (I, HT). Similarly, for «, 3 > 0,

log E[e~ (@ W=BH" )] = _k (o, 8) = —n_a —0_3
_J J (1 —e o t092)yy (dyy, dys), (4.11)
0 Jo

where 7_ is the drift of the subordinator [~ and u_(dy;,dys) is the Lévy measure of the
bivariate subordinator (1=, —H ™).

LEMMA 4.9. Let & be a Lévy process with triplet (a,o,Il) and Laplace exponent 1. Let,
for any n > 1, €™ be the Lévy process with Laplace exponent denoted by 1™ and triplet
(a,0,11() such that II™) =11 on R_ and on R,

I (dy) = 1™ (y)TI(dy),

where, for ally > 0,0 < h(™)(y) 1 1 as n — oo and uniformly, for n > 1, we have that, for some
C >0, limsup, oy~ (1 —hn(y)) < C. Then,
lim ¢ £ ¢, (4.12)
n—oo

and, for all « > 0,3 > 0, we have, as n — 00,
E™(a, B) — k(a, 8), (4.13)
kg‘n) (O{, 6) — k'*(Oé7 ﬁ)v

where k™ (a, 3) and k(™ (a, B) stand for the bivariate Laplace exponents of the ladder processes
of €™, normalized such that k™ (1,0) = k;,(Fn)(l,O) = 1. Also k(a,8) and k.(«, 3) stand for
the bivariate Laplace exponents of the ladder processes of &, normalized such that k(1,0) =
k.(1,0) = 1.

REMARK 4.10. Denote by (l:;),H(J;)) (respectively (l(;), —H(;L))) the bivariate ascending
(respectively descending) ladder processes of £ and (I, H*) (respectively (1=, —H ™)) the
bivariate ascending (respectively descending) ladder processes of &; then from the Lévy
continuity theorem we deduce that, as n — oo,

d
(l(tlyH(J;)) (l+7H+)7
_ — d _ —
(l(n)’ _H(n)) (l ) —-H )7 (414)

where in the convergence the sequence of killing rates of the ladder height processes also
converges to the killing rate of the limiting process.

Proof. For the sake of completeness and also to include both the compound Poisson case
and the cases when o = 0 and/or 8 = 0, we must improve the proof of Vigon [30, Lemma 3.4.2].
Next, since IT(") (dz) % TI(dx), where > stands for vague convergence, we get (4.12) from, for
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example, [14, Theorem 13.14(i)]. We note the identity
gL g gm, (4.15)

where (™ is a subordinator with Lévy measure I (dy) = (1 — h,,(y))II(dy) and no drift, as
1 — hn(y) = O(y) at zero. Then, when ¢ is a compound Poisson process we have that £(™) is a
compound Poisson process and, for all ¢t > 0,

Pe™ = 0) = P& = 0,t < T™) + P(E™ = 0,t > T™),

where T = inf{s > 0;£{"™ > 0}. Since, for all y > 0, h(") (y) 1 1, it follows that P(t > T™) —
0 as n — oo and

P(ft(n) € dy)lys0y — P& € dy)liyso-

When ¢ is not a compound Poisson process, the law of £&(™ does not charge {0} and thus, as
n — 0o,

IP( t(n) € dy)ly>oy — P € dy)Liy>oy-
Henceforth, from the expression
£ (a, B) = exp (J dtJ (e" — e~ =Py )= 1p(el™ ¢ dy)> , (4.16)
0 0

which holds for any o > 0 and 3 > 0 (see, for example, [1, Corollary VI.2.10]), we deduce easily
that, for both cases,

lim &M (a,3) = k(a, B). (4.17)
Moreover, we can write
K (@, B) = k(0,0) + £ (a, B), (4.18)

where k(™) are the Laplace exponents of unkilled bivariate subordinators; see (12, p. 27]. Note
from (4.16) that

k(™ (0,0) = exp (— J:O(l — e HPE™ > o)i’f) .

Next, from (4.15) and the fact that £ is a subordinator, we have that P(gt") >
0

& (( :
Hence, we deduce from (4.17) and (4.18) that, for any «, >0, E™(a, B) — k(c, B), where
k(a, 8) = k(a, B) — k(0,0). From the Lévy continuity theorem, we have, writing (

the unkilled versions of the ascending bivariate ladder processes, that (ZNE*;L), H (':L ) = (I, HT),
where (I, H) stands also for the unkilled version of (It H*). These probability distributions
being proper, we have that, for all o, 8 € R, k(™ (i, i8) — k(icv,i3); see [13, Theorem XV.3.2].
Hence, k(" (0,i8) — k(0,i3) for all 8 € R, which completes the proof for the ascending ladder
height processes. The proof of the convergence of the Laplace exponent of the bivariate

descending ladder process follows readily from the identities
W (i8) — a =~k (@, Bk (o),
P(if) — o = —k(a, —if)k.(a, i),
and the convergence of 1™ to ¢ and k(™ to k. ]

4.2.1. The case P+ . We first consider the case when ¢ satisfies both the conditions P+
and E[¢;] > —oo. We start by showing that the condition P+ implies that uq € P. To this



EXPONENTIAL FUNCTIONAL Page 21 of 27

end, we shall need the so-called equation amicale inversée derived by Vigon, for all x > 0,

(o) = | T pu (), (4.19)
0

where U_ is the renewal measure corresponding to the subordinator H ~; see, for example, [12,

Theorem 5.16].

LEMMA 4.11. Let us assume that I, (z) has a non-positive derivative m, (z) defined for
all z > 0 and such that —m(z) is non-increasing. Then iy (x) is differentiable with derivative
u(x) such that —u(x) is non-increasing.

Proof. Fix x > 0 and choose 0 < h < x/3. Then we have the trivial bound using the non-
increasing property of —m () and the description (4.19) of iy ()
(e h) — (@) _ [* [Me(e+y+h) (e +y)
h o h

<, (=7 (z +y = h)U_(dy)

< :O (—m (2; +y>) U_(dy).

We show now that the last expression is finite. Note that

[ (o (Bt <3 v (B )i

0 n=0

U-(dy)

From the trivial inequality U (n +1) —U_(n) <U-(1) (see [12, Chapter 2, p.11]) and since
—m4(x) is the non-increasing density of II; (x), we have, with C' =U_(1) > 0,

Jm - (23”“” +y) U (dy) <CY. —my (23”3 +n)

0 n=0

< —Cmy <2;>+CZ(1:I+ (2;+n—1> i (2;+n)>

n=1

< —Cry <23$> + OTLy (2;) < 00.

Therefore, for all x > 0, the dominated convergence applies and gives

) = [ el U (),

As —my () is non-increasing, we deduce that —u(x) is non-increasing as well. O

In the case P+, in comparison to the case E,, we have that ¢ does not necessarily have
some positive exponential moments. To circumvent this difficulty, we introduce the sequence of
Lévy processes &™) obtained from & by the following construction: we keep the negative jumps
intact and we discard some of the positive ones. More precisely, we to thin the jumps of £ to
get a Lévy process £ with I:IT) whose density has the form

(@) = 1 (@) [ocn<a) + € C D psy). (4.20)
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Clearly, —7r(+n) (x) is non-increasing and E[esfgn)] < oo for s € (0,n71); see (4.20). Moreover,

since we have only thinned the positive jumps and pointwise lim, ..o w(f)(g;) =74 (x),
see (4.20),
lim ¢ = ¢ (4.21)
n—oo
in the Skorohod space D(0, o). Finally, since —oco < ]E[dn)} < E[&] <0 and —Win)(x) is non-
increasing, it follows that Lemma 4.11 applies and we deduce that the Lévy measure of the
ascending ladder height process of €™ has a negative density whose absolute value is non-
increasing in x. Then, since, for each n > 1, £ has some finite positive exponential moments,
we have that

d
Ig(n) = IH(;) X Iy (ny. (4.22)

Since we thinned the positive jumps of £, for all t > 0, 5,5”)

theorem together with (4.21) imply that

< & and the monotone convergence

Jim Ty = 1. (4.23)
By the choice of the approximating sequence £(™, we can first use Lemma 4.9 to get
lim Hi, < H, (4.24)

and then Lemma 4.8(b) to obtain that

lim T L y-. (4.25)
Again from Lemma 4.9, we deduce that k(" (0,—s) — k(0,—s) for all s>0, and
lim,, o0 ]E[Yl(")] = —lim, o k™ (0,0) = E[Y}], so we can apply Lemma 4.8(a) to get

. d
lim Iy =1y,
n—oo

which completes the proof in this case.

4.2.2. The case Py. First from the philanthropy theory developed by Vigon [30], we know
that the conditions py € P and p— € P ensure the existence of a Lévy process £ with ladder
processes H' and H~ and such that the Wiener-Hopf factorization (1.4) holds on 7R. Since
we also assume that k. > 0, this Lévy process necessarily drifts to —oco. Next, let us introduce
the Laplace exponents

(P)(2) = 6,2 + LO (e 1D (dz) — ks, (4.26)
o) =0z | (- ), (127
(0,00)

where we set u@(dm) = e */Pp, (dx),p > 0, and u(_n)(da:) = e %/ (dz),n > 0. Plainly, for
(n)

any p > 0,n > 0, ugf) € P and pt™” € P, hence there exists a Lévy process €™ with Laplace
exponent W®™) satisfying
PEM (2) = = ()9 (s), (4.28)

which is easily seen to be analytic on the strip —1/n < R(z) <1/p. Moreover, from
[12, Corollary 4.4.4], we have E[&gp’n)] =—ky (f3 we /"y (dx) + 6_), which is clearly finite
and negative. Hence, the conditions E, are satisfied and we have, with obvious notation, that

d
Ig(p,") - IH(_'n,) X IY(P)7
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where, for any p >0, Y is a spectrally positive Lévy process with Laplace exponent
wff)(fs) = fsgbf)(fs),s > 0. Let us first deal with the case n — co. Since gb(_")(s) — ¢_(s)
for all s > 0, we have that

d

lim H \=H"

n—oo (M) ’
and from Lemma 4.8(b) we get that

lim I,- =1Iy-

Thus, we deduce that, for any fixed p > 0, the sequence (I§<p,n))n21 is tight. Moreover, for any
fixed p > 0, we also have £®™) < P as n — oo, where £(P) has a Laplace exponent ¥(P)
given by

V) (2) = 6P (2)0-(2). (4.29)
Indeed, this is true by the philanthropy theory. Then, from Lemma 4.8(c), we have that

. d d
lim Ié'(p,n) = If(p) = IHf X Iy(p),

n—oo
which provides a proof of the statement in the case PL together with the existence of some

finite positive exponential moments. Next, as p — oo,q&ff)(s) — ¢4 (s) for all s >0, and we
have that

lim Y® 2Ly,

)
p—00

where Y is a spectrally positive Lévy process with Laplace exponent ¢ (—s) = —s¢4(—s). As
]E[Yl(p)] = qbgf)(O) = —k4, we can use Lemma 4.8(a) to obtain

lim IY(p) g Iy.
p—00
As above, we conclude from Lemma 4.8(c) that
. dy d
plilglo ey =1 =Ig- x Iy,

which completes the proof of the theorem. O

5. Proof of the corollaries

5.1. Corollary 2.1

First, since ¢ is spectrally negative and has a negative mean, it is well known that the function
¥ admits an analytical extension on the right-half plane, which is convex on R drifting to oo,
with W/(0%) < 0, and thus there exists v > 0 such that ¥(vy) = 0. Moreover, the Wiener—Hopf
factorization for spectrally negative Lévy processes boils down to

(s) = E

It is not difficult to check that, with ¢4 (s) =s—~v and ¢_(s) = —U(s)/(s —7), we have
p_, iy € P. Observing that 1, (s) = s — s is the Laplace exponent of a scaled Brownian
motion with a negative drift ~, it is well known (see, for example, [31]) that

(s—7), s>0.

Iy g G;l

The factorization follows then from Theorem 1.2 considered under the condition PL. Since the
random variable G is MSU (see [11]), we have that if I;;- is unimodal, then I¢ is unimodal,
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which completes the proof of (1). Next, (2) follows easily from the identity

W%(x)==I{;)w_”_ljj)e‘%%y”ﬂwH(y)dy (5.1)

combined with an argument of monotone convergence.

Further, we recall that Chazal et al. [10, Theorem 4.1] showed that, for any 3 > 0, ¢g(s) =
(s/(s+ 0))p—(s+ ) is also the Laplace exponent of a negative of a subordinator and with
obvious notation

mﬂﬁu)zaﬁ;éﬁTﬂ, x> 0. (5.2)
Then, assuming that 1/z < lim,_.. ¥(u)/u, we have, from (4.7), (5.1) and (5.2),
me(w) = e 2(—1>"ﬂ ["rmway
- Ty ;f‘””xn!n VR Tl R
- e 12 Hk e
- 12 e

where we used an argument of domlnated convergence and the identity —k¢_(k+~) =0
(k + ). Next, again from (5.1), we deduce that

1 o0
-B -1y _ y+1-8 —xY, Y
wPme(e™) = s J ey my-(y) dy,
L'(y) 0

from which we easily see that, for any 3 > v + 1, the mapping = — x*5m§ (x~1) is completely
monotone as the product of two Laplace transforms of positive measures. The proof of the
corollary is completed by invoking [28, Theorem 51.6] and noting that I ! has a density given
by 7 2me(z~1), that is, with 8 = 2.

5.2. Corollary 2.3
We first observe from equation (4.19) that, in this case,

fia(z) = ce j U (dy)
0
Az

=c_e 77,

where the last identity follows from [12] and we have set c_ = ¢/(¢—())). From (1.5), we deduce
that Y is a spectrally positive Lévy process with Laplace exponent given, for any s < A, by

2
s
=6.8"—k -
Vi(s) =045 S

5 S (=642 — (O A+ ky +c)s — ki),
-5

where 6, > 0 since o > 0; see [12, Corollary 4.4.4]. Thus, using the continuity and convexity
of ¢4 on (=00, A) and on (A, 00), studying its asymptotic behaviour on these intervals and the
identity ¢/, (0) = —k; < 0, we easily show that the equation v (s) = 0 has three roots that
are real, one is obviously 0 and the two others 6, and , are such that 0 < #; < A < 6. Thus,

Yy(—s) =

54,_3
A+ s

(s4+01)(s+062), s>-=A
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Next, from (4.8), we have, with C' =k (T'(A+1)/T'(61 + 1)['(62 + 1)) and for m = 2,.. ., that
I'(m + 6,)T'(m + 62)

C(m+\) ’
from which we easily deduce (2.7) by moment identification. Note that a simple computation

gives 0105 = 04 Ak, securing that the distribution of Iy is proper. Next, the random variable
I,' being moment determinate, we have, for ®(z) < 6; + 1, that

M(—z+60; +1)I'(—z+02+1)
I'(—z+X+1) '

Applying the inverse Mellin transform (see, for example, [21, Section 3.4.2]), we get
2
x 0. _
my (57) = CZm 01T, (—27Y), >0, (5.3)
i=1
where IZ(Z‘) :ZZO:O bnl(a:"/n'), bn,l ZF(92—91 —n)/F()\ — 91 — ’I”L) and bmg = F(Gl — (92 — n)/

L'(A — 02 — n). The proof of the corollary is completed by following a line of reasoning similar
to the proof of Corollary 2.1.

E[I;™] = Csp

E[ ) = €6}

5.3. Corollary 2.6
For any « € (0,1), let us observe that, for any s > 0,
asl(a(s+1)+1)
¢-(=s) = (1+s)Nas+1)
=] a= e uatw d (55)
0

where uq(y) = e Ve ¥/ */T(1 — a)(1 — e ¥/*)*+1 We easily check that wu,(y)dy € P and
hence ¥ is a Laplace exponent of a Lévy process that drifts to —oco. Next, we know (see,
for example, [26]) that

(5.4)

Lgy- = Sa %,
where H~ is the negative of the subordinator having Laplace exponent
~ al'(as +1
§(—s)=orlast])
Ila(s —1)+1)
Observing that ¢_(—s) = (—s/(—s +1))¢_(—s+ 1), we deduce, from (5.2), that

-1/
my-(x) = " ga(xfl/”‘), x>0, (5.6)

from which we readily get the expression (2.10). Then we recall the following power series
representation of positive stable laws (see for example, [28, Formula (14.31)]),

—(1+an)
Z T(—an) n' , x>0.

Then, by means of an argument of dominated convergence justified by the condition
limg_ oo s* Ly (—5) = 0, we get, for all 2 > 0, that
o0

0= S [

0

)

k+ZHk 1¢+ k)x

n=1
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where we used the identity (4.8), E[-Y1] = ky and ¢4 (—k) = —k¢(—k). The fact that the
series is absolutely convergent is justified by using classical criteria combined with the Euler
reflection formula I'(1 — 2)T'(z) sin(7z) = © with the asymptotics

I'(z+a)
I'(z+b)
see, for example, [18, Chapter 1]. We complete the proof by mentioning that Simon [29] proved

recently that the positive stable laws are MSU if and only if a < %, which implies, from (5.6),
that I is also MSU in this case.

=21+ 0(]2] ™)) as z — oo, |arg(z)| < m; (5.7)

Acknowledgements. The authors are grateful to the reviewer’s valuable comments, which
improved the presentation of the manuscript. The two last authors would like to thank A. E.
Kyprianou for stimulating discussions while they were visiting the University of Bath.

References

J. BERTOIN, Lévy processes (Cambridge University Press, Cambridge, 1996).

. J. BERTOIN, A. LINDNER and R. MALLER, ‘On continuity properties of the law of integrals of Lévy
processes’, Séminaire de probabilités XLI, Lecture Notes in Mathematics 1934 (Springer, Berlin, 2008)
137-159.

3. J. BERTOIN and M. YOR, ‘The entrance laws of self-similar Markov processes and exponential functionals
of Lévy processes’, Potential Anal. 17 (2002) 389-400.

4. J. BERTOIN and M. YOR, ‘On the entire moments of self-similar Markov processes and exponential
functionals of Lévy processes’, Ann. Fac. Sci. Toulouse Math. 11 (2002) 19-32.

5. J. BERTOIN and M. YOR, ‘Exponential functionals of Lévy processes’, Probab. Surv. 2 (2005) 191-212.

6. B. L. J. BRAAKSMA, ‘Asymptotic expansions and analytic continuations for a class of Barnes-integrals’,
Compos. Math. 15 (1964) 239-341.

7. P. L. BUTZER and S. JANSCHE, ‘A direct approach to the Mellin transform’, J. Fourier Anal. Appl. 3 (1997)
325-376.

8. N. Car and S. Kou, ‘Pricing asian options under a hyper-exponential jump diffusion model’, Oper. Res.
60 (2012) 64-77.

9. PH. CArRMONA, F. PETIT and M. YOR. ‘On the distribution and asymptotic results for exponential
functionals of Lévy processes’, Exponential functionals and principal values related to Brownian motion,
Biblioteca de la Revista Matemadtica Iberoamericana (ed. M. Yor, Bibl. Rev. Mat. Iberoamericana, Rev.
Mat. Iberoamericana, Madrid, 1997) 73-130.

10. M. CHAzAL, A. E. KYPRIANOU and P. PATIE, ‘A transformation for Lévy processes with one-sided jumps
with applications’, 2010, http://arxiv.org/abs/1010.3819.

11. I. CucuLescu and R. THEODORESCU, ‘Multiplicative strong unimodality’, Aust. N. Z. J. Stat. 40 (1998)
205-214.

12. R. A. DoNEY, Fluctuation theory for Lévy processes, Lecture Notes in Mathematics 1897 (Springer, Berlin,
2007). Lectures from the 35th Summer School on Probability Theory held in Saint-Flour, 6-23 July 2005,
Edited and with a foreword by Jean Picard.

13. W. FELLER, An introduction to probability theory and its applications, vol. I, 2nd edn (Wiley, New York,
1971).

14. O. KALLENBERG, ‘Foundations of modern probability’, Probability and its applications (New York)
(Springer, New York, 1997).

15. A. KuznETsov and J. C. PARDO, ‘Fluctuations of stable processes and exponential functionals of
hypergeometric Lévy processes’, Acta Appl. Mathemat., to appear.

16. A. KuznNETsov, J. C. PARDO and M. SAavov, ‘Distributional properties of exponential functionals of Lévy
processes’, Electron. J. Probab. 17 (2012) 1-35.

17. J. LAMPERTI, ‘Semi-stable Markov processes. I’; Z. Wahrsch. Verw. Geb. 22 (1972) 205-225.

18. N. N. LEBEDEV, Special functions and their applications (Dover Publications, New York, 1972).

19. M. LOEVE, Probability theory, 2nd edn (Van Nostrand, Princeton, 1960).

20. K. MAuLIK and B. ZwWART, Tail asymptotics for exponential functionals of Lévy processes. Stochastic
Process. Appl. 116 (2006) 156-177.

21. R. B. PAris and D. KaMINSKI, Asymptotics and Mellin-Barnes integrals, Encyclopedia of Mathematics
and its Applications 85 (Cambridge University Press, Cambridge, 2001).

22. P. PATIE, ‘g-invariant functions associated to some generalizations of the Ornstein—Uhlenbeck semigroup’,
ALEA Lat. Am. J. Probab. Math. Stat. 4 (2008) 31-43.

23. P. PATIE, ‘Infinite divisibility of solutions to some self-similar integro-differential equations and exponential

functionals of Lévy processes’, Ann. Inst. H. Poincaré Probab. Statist. 45 (2009) 667-684.

N =


http://arxiv.org/abs/1010.3819

EXPONENTIAL FUNCTIONAL Page 27 of 27

24. P. PATIE, ‘Law of the exponential functional of one-sided Lévy processes and Asian options’, C. R. Acad.
Sci. Paris, Ser. I 347 (2009) 407-411.

25. P. PaTIE, ‘Law of the absorption time of positive self-similar Markov processes’, Ann. Prob. 2 (2012)
765-787.

26. P. PATIE, ‘A refined factorization of the exponential law’, Bernoulli 17 (2011) 814-826.

27. V. RIVERO, ‘Recurrent extensions of self-similar Markov processes and Cramér’s condition’, Bernoulli 11
(2005) 471-509.

28. K. SaTO, Lévy processes and infinitely divisible distributions (Cambridge University Press, Cam-
bridge, 1999).

29. T. SiMON, ‘Multiplicative strong unimodality for positive stable laws’, Proc. Amer. Math. Soc. 139 (2011)
2587-2595.

30. V. VIGON, ‘Simplifiez vos Lévy en titillant la factorisation de Wiener—Hopf’, These de P'INSA, Rouen, 2002
(this is downloadable from www-irma.ustrasbg.fr/vigon/index.htm).

31. M. YOr, Exponential functionals of Brownian motion and related processes (Springer Finance,
Berlin, 2001).

J. C. Pardo P. Patie

Centro de Investigacion en Matematicas Départment de mathématique
A.C. Calle Jalisco s/n Université Libre de Bruxelles
36240 Guanajuato B-1050 Bruxelles

Meéxico Belgium

jepardo@cimat.mx ppatie@ulb.ac.be

M. Savov

New College
University of Oxford
Holywell street
Oxford

OX1 3BN

United Kindom

mladensavov@hotmail.com
savov@stats.ox.ac.uk


file:www-irma.ustrasbg.fr/vigon/index.htm

	1. Introduction and main results
	2. Some consequences of Theorem 1.2 
	3. Some results on GOU processes
	4. Proof of Theorem 1.2 
	5. Proof of the corollaries
	References

