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In this paper, we obtain a Lamperti type representation for real-valued self-similar Markov processes,
killed at their hitting time of zero. Namely, we represent real-valued self-similar Markov processes as time
changed multiplicative invariant processes. Doing so, we complete Kiu’s work [Stochastic Process. Appl.
10 (1980) 183-191], following some ideas in Chybiryakov [Stochastic Process. Appl. 116 (2006) 857-872]
in order to characterize the underlying processes in this representation. We provide some examples where
the characteristics of the underlying processes can be computed explicitly.
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1. Introduction

Semi-stable processes were introduced by Lamperti in [9] as those processes satisfying a scaling
property. Nowadays this kind of processes are known as self-similar processes. Formally, a cadlag
stochastic process X = (X;, t > 0), with X¢ = 0, and Euclidean state space E, is self-similar of
order « > 0, if for every a > 0, the processes (X, ¢t > 0) and (a®* X, t > 0), have the same law.
Lamperti proved that the class of self-similar processes is formed by those stochastic processes
that can be obtained as the weak limit of sequences of stochastic processes that have been subject
to an infinite sequence of dilations of scale of time and space. More formally, the main result of
Lamperti in [9] can be stated as follows: let ()~( ¢, > 0) be a stochastic process defined in some
probability space (€2, F,P) with values in E. Assume that there exists a positive real function
f(n) /" oo such that the process ()N(f,t > 0) defined by

2l X’I[

= N _0’
L)

converges to a non-degenerated process X in the sense of finite-dimensional distributions. Then,
X 1is a self-similar process of order o and f(n) = n“L(n), for some o > 0, where L is a slowly
varying function. The converse is also true, every self-similar process can be obtained in such a
way.
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If X is a Markov process with stationary transition function P (x, A), then the self-similarity
property written in terms of its transition function takes the form

Pu(x,A) = Pi(a”*x,a" V" A) (1

foralla > 0, ¢ > 0, x € E, and all measurable sets A. We will assume that X is a strong Markov
process and refer to it as a self-similar Markov process of index o > 0.

From now on, 2 denotes the space of cadlag paths, X the coordinates process and (F;, ¢ > 0)
its natural filtration, that is, F; = o (X, s <t).

There are many other ways than (1) to define self-similar Markov processes. The definition
used in this paper is the following.

Definition 1. Let E be [0, 00) or R". We will say that {X®) = (X,P,), x € E} is a family of
E-valued self-similar Markov processes with index a > 0 if it is a cadlag strong Markov family
with state space E, and that satisfies that for every ¢ > 0,

{(€Xeapt>0), P} E{(X,120),Pey}  Vxek.

The case E = [0, oo) was first investigated by Lamperti in [10] and has further been the object
of many studies, see, for instance, Bertoin and Yor [2], Carmona, Petit and Yor [6] and the
reference therein. Here, we summarize some of his main results. Let 7 be the first hitting time
of zero for X, that is,

T =inf{t > 0: X, =0},

with inf{@} = oco. Then, for any starting point x > 0, one and only one of the following cases
holds:

C1l T=o00,a.s.
C2 T <00, Xr_=0,as.
C3T<oo,Xr_>0,as.

We refer to C.1 as the class of processes that never reach zero, processes in the class C.2 hit zero
continuously, and those in the class C.3 reach zero by a jump. In particular, if T is finite, then
the process reaches zero continuously or by a jump. Another important result in Lamperti [10] is
the representation of positive self-similar Markov processes as the exponential of Lévy processes
time changed by the inverse of their exponential functional. This representation is known as the
Lamperti representation and its extension to real-valued processes is one of the main motivations
of this paper. Formally, the Lamperti representation can be stated as follows. Assume that the
process X is absorbed at 0. Let (&, ¢ > 0) be the process defined by

explé ) =x"'Xypy,  1>0,
where

v(t) :inf{s > 0: /X(Xu)_“ du > t},
0
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with the usual convention inf{@} = +o00c. Then, under P,, £ is a Lévy process. Furthermore, &
satisfies either (i) limsup,_, ., & = oo a.s., (ii) lim;— o0 & = —00 a.s. or (iii) & is a Lévy process
killed at an independent exponential time ¢ < oo a.s., depending on whether X is in the class C.1,
C.2 or C.3, respectively. Note that since an exponential random variable with parameter g is
infinite if only if ¢ = 0, then we can always consider the process & as a Lévy process killed at an
independent exponential time ¢ with parameter g > 0. Conversely, let (£, P) be a Lévy process
killed at an exponential random time ¢ with parameter ¢ > 0 and cemetery point {—oc}. Let
o > 0 and for x > 0, define the process X ) by

X = xexplérro),  1>0,
where

(1) :inf{u > 0: fuexp{aés}ds > t}.
0

Then, (X®),~¢ is a positive self-similar Markov process of index o > 0 which is absorbed
at 0. Furthermore, the latter classification depending on the asymptotic behaviour of £ holds. An

important relation between 7' and the exponential functional of the Lévy process & is (T, Py) £
(x* foc exp{aé&;}ds, P). Further details on this topic can be found in Lamperti [10], Bertoin and
Yor [2].

In Kiu [8], the case of R"-valued self-similar Markov processes was studied. The main result
in Kiu [8] asserts that, if X killed at T is a Feller self-similar Markov process, then the process Y
defined by

Y =Xy, 1=0,

where
S
v(t):inf{s>0: / |Xu|_°‘du>t},
0

is a Feller multiplicative invariant process, that is, ¥ is a Feller process with semigroup Q;
satisfying

Qi (x, A) = Q;(ax,aA) 2
for all x #0, a, t positive and A € B(R" \ {0}). Another way to write (2) is
Qi (x,a™'A) = Os(lalx, sgn(@)A)

for all ¢ positive, x,a # 0 and A € B(R" \ {0}). This property may also be written in terms of the
process Y as follows:

{(aYt,tzm,Px}é{(sgn<a)Y,,tzO),P|a|x} 3)

for all x,a # 0. In Kiu [8], the converse of this result has not been proved but using (3), it is
easy to verify that it actually holds. Formally, let Y be a strong Markov process taking values in
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R"™\ {0} and satisfying (3). Let « > 0 and define the process X by
X: =Yu0), t>0,

where
N
</)(f)=inf{s>0: / |Yu|°‘du>t},
0

with inf{@} = co. Then X is a R"-valued self-similar Markov process of index « > 0 which is
killed at T'. It is important to mention that no explicit form of Y has been given in Kiu [8]. Giving
a construction of Feller multiplicative invariant processes taking values in R* := R \ {0}, that we
will call Lamperti—Kiu processes, is another main motivation of this paper.

Definition 2. Let Y = (Y;,t > 0) be a cadlag process. We say that Y is a Lamperti—Kiu process
if it takes values in R*, has the Feller property and (3) is satisfied.

A subclass of Lamperti—Kiu processes has been studied by Chybiryakov in [7] who gave the
following definition. Let Y be a R*-valued cadlag process defined on some probability space
(2, F,P) such that Yy = 1. It is said that Y is a multiplicative Lévy process if for any s, ¢ > 0,
Yfl Y, s is independent of G; = o (Y, u < t) and the law of Yfl Y;4s does not depend on 7. It
can be shown that if Y is a multiplicative Lévy process, then Y is Markovian and its semigroup
satisfies (2). Furthermore, there exist a Lévy process &, a Poisson process N and a sequence
U = (Ug, k = 0) of i.i.d. random variables, all independent, such that

N;
Y,:exp{é,—l—ZUk—i—ithl}, t>0. )
k=1

The converse is also true, that is, if £ is a Lévy process, N a Poisson process and U = (Ui, k > 0)
a sequence of i.i.d. random variables, £, N and U being independent, then Y defined by (4) is a
multiplicative Lévy process. It is easy to see that a multiplicative Lévy process is a symmetric
Lamperti—Kiu process.

The reason in Chybiryakov [7] to study the class of multiplicative Lévy processes was to
establish a Lamperti type representation for real valued processes that fulfill the scaling property
given in the following definition. A strong Markov family {X®) = (X, P,), x € R*} with state
space R*, is self-similar of index & > 0 in the sense of Chybiryakov [7], if for all ¢ # 0,

{(X\qer £ 0), B} £ {(X,, 1 = 0), P} 5)

for all x € R*. The Lamperti type representation given in Chybiryakov [7] establishes that for
such a self-similar process X ™), the process Y, defined by

_ o —1ly®)
Yi=x XU(X)(I), t>0,

where

s
v(x)(t)zinf{s>0: / |X£x)|_adu>t}, t>0,
0
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with inf{@} = oo, is a multiplicative Lévy process. Conversely, let ¥ be a multiplicative Lévy
process, and

N:
5t=§t+ZUk+inNts t>0,
k=1

where &, N and (Ug, k > 0) are as in (4), so that Y; = exp{&,;}, t > 0. For x € R*, define X® by
XM =xy,
=X L(xw), t>0,
where

f(t)=inf{u>0: / |€Xp{065u}|du>t}, t>0,
0

with inf{@} = co. Then X is a R*-valued self-similar Markov process in the sense of Chy-
biryakov [7], which is recalled in (5).

It is important to observe that if we take ¢ = —1 in (5), it is seen that the process X
is necessarily a symmetric process and as a consequence Y is also symmetric. In this work
we establish the analogous description for non-symmetric real valued self-similar Markov pro-
cesses.

The remainder of the paper is organized as follows. Section 2.1 is devoted to some prelim-
inary results about real-valued self-similar Markov processes. In Section 2.2, we construct the
underlying process in Lamperti’s representation and establish the result that all Lamperti—Kiu
processes can be written this way. Lamperti’s representation is given and the infinitesimal gen-
erator of Lamperti—Kiu processes is computed in this section. Section 3 is devoted to prove the
main results. In Section 4, we provide two examples where it is possible to compute explicitly
the characteristics of the Lamperti—Kiu process: the a-stable process and the «-stable process
conditioned to avoid zero.

2. Preliminaries and main results

2.1. Real-valued self-similar Markov processes and description of
Lamperti-Kiu processes

In this section, we will prove some additional properties of real-valued self-similar Markov pro-
cesses, in order to characterize them as time changed Lamperti—Kiu processes.

Let X be a real-valued self-similar Markov process. Let H, be the nth change of sign of the
process X, that is,

Hy=0, H,=inf{t > H,_: X, X,_ <0}, n>1.
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Note that

H (X)=inf{t > 0: X, X,_ <0}
= x| inf{ x|t > 0: (Ix]™" X o p-or) (1617 X e (g -er)—) < 0} (6)
= |x|* Hy (1x] 7" X ype).

Hence, by the self-similarity property, for x € R*, it holds that Py (H; < 00) = Psgn(x) (Hj < 00).
Furthermore, proceeding as in the proof of Lemma 2.5 in Lamperti [10], it is verified that for
each x € R*, either P, (H; < 00) =1 or P, (H; < 00) = 0. The latter and former facts allow us
to conclude that there are four mutually exclusive cases, namely,

ClP(H <x)=1,Vx>0and P,(Hy =00) =1, Vx <0;
C2 P(H <x)=1,Vx <0and P,(Hy =00) =1, Vx > 0;
C3 P (H  =00) =1, Vx € R
C4 P (H <00)=1,Vx e R,

In the case C.1, if the process X starts at a negative point, then {(—=X;1;<7),t > 0), Py} <0
behaves as a positive self-similar Markov process, which have already been characterized by
Lamperti. Now, if the process starts at a positive point, it can be deduced from Lamperti’s repre-
sentation (further details are given in the forthcoming Theorem 4(i)) that the process X behaves
as a time changed Lévy process until it changes of sign, and when this occurs, by the strong
Markov property, its behaviour is that of X issued from a negative point. The case C.2 is similar
to the first one. For the case C.3, depending on the starting point, X or —X is a positive self-
similar Markov process, again we fall in a known case. In summary, the Lamperti representation
for the cases C.1-C.3 can be obtained from the Theorem 4(i) and the Lamperti representation for
the positive self-similar Markov processes. Thus, we are only interested in the case C.4, where
the process X a.s. has at least two changes of sign (and by the strong Markov property infinitely
many changes of sign). For this case, we have the following proposition.

Proposition 3. If P, (H| < 00) = 1, for all x € R*, then the sequence of stopping times (H,,n >
0) converges to the first hitting time of zero T, Py-a.s., for all x € R*,

The proof of this result will be given in Section 3. We can see that under the condition of
Proposition 3, if X is killed at 7', then X has an infinite number of changes of sign before it dies.
Moreover, if T is finite, then X reaches zero at time T continuously from the left.

The result in Proposition 3 is well known in the case where X is an «-stable process and X is
not a subordinator. In that case, if « € (0, 1], T = oo a.s., while if & € (1, 2], with probability one,
T < oo and X makes infinitely many jumps before reaching zero. This process and its Lamperti
representation will be studied in Section 4.1.

Hereafter, we assume that P, (H; < 00) = 1, for all x € R*. Then, for every n > 0, the process

(x™ 1 >0) given by

) _ XHy+Xp, |t

; Xl 0<t<I|Xm,| *(Hn+1 — Hn), (N
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is well defined. We call the random variable Xy, an overshoot or undershoot when Xy, < 0
and Xy, > 0or Xy, > 0and Xy, < 0, respectively. The random variable X g, is called the
jump height before crossing of the x-axis. The case Xy, < 0 means that the change of sign at
time H, is from a negative to a positive value. Now, we define the sequence of random variables
(Jn, n = 0) given by the quotient

Jn _ XHn+1

= , > 0. 8
Xn n> 3

1417

These random objects satisfy the following properties.

Theorem 4. Let {X™) = (X, P,), x € R*} be a family of real-valued self-similar Markov pro-
cesses of index a > 0, such that Py (H; < 00) = 1, for all x € R*. Then:

(i) The paths between sign changes, (X", n > 0), as defined in (7), are independent under
P, for x € R*. Furthermore, for all n > 0,

[(X™,0 <t < |Xp, | (Hpp1 — Hp)), Pe) £{(X1,0<t < H), Pnyin ). 9)

Hence, they are time changed Lévy processes killed at an exponential time.
(ii) The random variables J,,n > 0, as defined in (8), are independent under P, for x € R*
and for n > 0, the identity

L
{Jn, Pr} = {Jo, Psgneoy—1yn } (10

holds.
(iii) Foreveryn >0, the process X M) and the random variable J, are independent, under Py,
for x € R*.

From (9), we can see that only two independent Lévy processes killed at an exponential time
are involved in the Lamperti representation. In the same way, from (10), only two independent
real random variables represent the quotient between overshoots (undershoots) and jump height
before crossing of the x-axis. Furthermore, by (iii) all these random objects are independent. The
latter theorem is at the heart of our motivation to construct the Lamperti—Kiu processes in the
next section.

2.2. Construction of Lamperti—Kiu processes

In this section, we give a generalization of time changed exponentials of Lévy processes as well
as of the processes which are defined in (4). We will see that all Lamperti—Kiu processes can be
constructed as this generalization of (4).

Let £7, £~ be real valued Lévy processes; ¢ T, ¢~ exponential random variables with pa-
rameters g1, g™, respectively, and U™, U~ real valued random variables. Let (61X, k > 0),
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(E5 k>0), (¢cP5 k>0), (75 k>0), (UT* k=>0), (UK k> 0) be independent se-

quences of i.i.d. random variables such that

()Law ()Law — +,0Law _ 4
é C - C ’

L _
0=y,

£ £F, &
gto'& gt oy

—,0 Law

¢,

For every x € R* fixed, we consider the sequence ((§ k) ;O‘*k), U ("’k)), k > 0), where for

k>0,
(g(x,k[ ;(x,k)’ U(x,k)) — {

Let (T,Z(x), n > 0) be the sequence defined by

n—1

=0, TO=3"¢"0 nx1,

k=0

and (Nt(x), t > 0) be the alternating renewal type process:

N =max[n>0: T® <1}, 1=>0.

For notational convenience, we write

I

@, N k
m’ é-éjf) %_x f %-(X )

(X) ’

Finally, we define the process Y &) = (Y,(X), t >0) by
Yt(x) =x exp{E,(x) } t>0,

where

N1
EV =0+ Y (8 +USP) +inN®,
k=0

Pk etk uth),ifseno(=DF =1,
(=K ¢k U=k, if sgn(x) (=¥ = —

(x,k)
€§ (x,k)*

1D

t>0.

Remark 5. Observe that the process Y is a generalization of multiplicative Lévy processes.

For, take (¢, U™, ¢ ™) £ (67,U~,¢7) itis seen that Y is a multiplicative Lévy process, as it
has been defined in Chybiryakov [7]. Moreover, if g7 =0 and ¢~ > 0, then for x > 0, Y ) does
not jump to the negative axis and ¥ ™) is the exponential of a Lévy process, which appears in the

Lamperti representation for positive self-similar Markov processes.

The following theorem is the main result of this paper. The first part states that Y™ is a
Lamperti—Kiu process, the second and third parts are the generalization of the Lamperti repre-

sentation.
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Theorem 6. Let YY) be the process defined in (11). Then

(i) the process Y™ is Fellerian in R* and satisfies (3). Furthermore, for any finite stopping
time T:

. (x)
(v s> 0) £ (exp{EFE T ) 5> 0),

T+s>
where EO) is a copy of £V which is independent of (5,5‘), 0<uc<T).

(i) Let {XY) = (X,Py), x € R*} be a family of real-valued self-similar Markov processes of
index o > 0 such that P, (Hy < 00) = 1, for all x € R*. For every x € R* define the process Y
by

(x) _ (&)
t _XU(X)([)’ t 207

where
N
v(x)(t):inf{s>0: / \X,Sx)|adu>t}.
0

Then YY) may be decomposed as in (11). Moreover, every Lamperti—Kiu process can be con-
structed as explained in (11).
(iii) Conversely, let (Y ) cp+ be a family of processes as constructed in (11) and consider
the processes X*) given by
X =r") >0,

T(r|x[7%)’

where
N
t(t):inf{s>0: / |exp{a€£")}|du>t}, t<T
0

for some a > 0. Then (X)) er+ is a family of real-valued self-similar Markov processes of
index a > 0.

From now on, we denote a Lamperti—Kiu process by Y. Now, we obtain an expression for the
infinitesimal generator of Y, that will be used in the examples.

Proposition 7. Let K be the infinitesimal generator of Y. Let A™, A~ be the infinitesimal gen-
erators of ET, £, respectively. Let f be a bounded continuous function such that f(0) =0 and
(f oexp) € D+ and (f o —exp) € D 4-. Then, for every x € R*,

K f () = A" (f o sgn(x) exp) (log |x]) + ¢*8"* (E[ f (—x exp{UE"0}) — f(0)]). (12)

With the help of the latter proposition, we can give the infinitesimal generator of Y in terms
of the parameters of the Lévy processes £ and £~ as follows. Recall that the characteristic
exponent of the Lévy process £* can be written as

+ +. [o*]? 2 iy . +
YvEQA) =a m—TA + [ [e" —1—in(y]7r=(dy), reR,
R
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where a* € R, o > 0, [(-) is a fixed continuous bounded function such that /(y) ~ y as y — 0 and

* is the Lévy measure of the process €%, which satisfies 7+ ({0}) = 0 and fR(l AxDHrE(dx) <
oo. Furthermore, the choice of the function [ is arbitrary and the coefficient a™ is the only one
which depends on this choice (see Remark 8.4 in Sato [13]). Later in the examples, we will
choose conveniently this function. Hence, the infinitesimal generator of the Lévy process &* can
be expressed as

+12
At f =a* @+ o+ / [FG4y)— f@)— FWIM]T=dy).  feDas.

Then using the expression of A* and (12), we find for x € R*,

[U sgn(x)]Z

K00 = b0 f" () + ———x2["(x)

i qsgn(x){E[f(—x exp{Usgn(x)}) — f(x)]} (13)

+ /R +[f(xu) — f(x) = xf'(x)l (logu) | ©% "™ (du),

where %) = &) 4 [N ]2 /2 @) (dy) = 78" (du) o log u. Hence, by Volkonskii’s
theorem, the generator K of the time changed process Y7 is given by K f(x) = |x|7*K f(x), for
x € R*. Hence, knowing that the infinitesimal generator of Y is given by (13) it is possible to
identify the infinitesimal generator of the self-similar Markov process X and conversely.

3. Proofs

Proof of Proposition 3. The strong Markov property implies P, (H,, < 0o, Vn > 0) = 1. Thus,
(H,,n > 0) is a strictly increasing sequence of stopping times satisfying H, < T, for all n > 0.
Let H be the limit of this sequence, then H < T.If H = oo, then clearly T =coand H =T.
On the other hand, if H < oo, then on the set {H < T}, it is possible to define the process

= (Xg4tlyr<7—H),t = 0). This process has no change of sign, and by the strong Markov
property, for all y € R*, conditionally on Xz =y, X! has the same distribution as X under Py.
This contradicts the fact that X has at least one change of sign. Therefore, H =T, a.s. O

Proof of Theorem 4. For t > 0, we denote by 6,: 2 — < the shift operator, that is, for w € €,
brw(s) =w(t +5s),s >0.
(1) Let F be a bounded and measurable functional. From (6) and the self-similarity property,

it follows

X a
E[F(% 0<t< IXol_aHl)} = Bygn(o [F(X;,0 <1 < Hy)]
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for x € R*. Moreover, sgn(Xg,) = sgn(x)(—1)", P,-a.s. These two facts and the strong Markov
property are sufficient to complete the proof. Indeed, for XY@ ... X™ as defined in (7) and for
all Fy, ..., F,, bounded and measurable functionals, we have

n n—1
X o
E F(x®) | =E F (xR [F( X0l 6 <; < |x —“Hﬂ
[,E) ! )} | A | B 0= < ol

n—1
=E, l_[ Fy (X(k))Esgn(x)(fl)” [Fu(X;,0<1< Hl)]]
Lk=0

= Ex 1_[ Fk(X(k))j|Esgn(x)(l)" [Fn(Xt» 0 <t < Hl)],
Lk=0

where the strong Markov and self-similarity properties were used to obtain the first and second
equality, respectively. Now, taking Fop=--- = F,,_1 = 1, we have

Ex[Fu(X",0 <1 < 1X 5,1 ™ (Hut1 — H))] = Esgney (-1 [Fa (X1, 0 < 1 < HD].

This proves (9). In addition

This proves the independence in the sequence {(Xl("), 0=<t<|Xu,|I"*(Hy41 — Hy)),n > 0}
under P, .
(ii)) From (6) and the self-similarity property, we derive that

X X
E[f(x:_)] = Faanto [f<x:l_>} (1

for all x € R*, and f bounded Borel function. Now, let fy, ..., f, bounded Borel functions.
Proceeding as in (i), using (14) and the strong Markov property, we obtain

haess)
e e o[22

The conclusion follows as in (i).
(iii) By the strong Markov property, (i) and (ii), it is sufficient to prove the case n = 0. For
k>1,let f: R** R, g: R* — R be two Borel functions, and 0 < 51 < - -+ < s;. We note the




The Lamperti representation of real-valued self-similar Markov processes 2505

following identity ;Hi 00y = ;Hi, on {sy < Hp}. Hence, by the Markov property and (14),
1- 1-
we have
Xy,
Ee| f(Xgyson, X8 s Sk < Hyp
X -
Xy, ]
=E, f(XSl,...,Xsk)IEX_Yk gl —— ) |s sk < Hy
XH -
Xp
:E.X[f(XSlv'--vxSk);Sk<H1]E5gn()€)[g< : )j|
Xn,
Xy
=EXUKXﬁP.”X@xsk<IhﬂQ[g( 1>]
Xp,
This ends the proof.

O

In order to prove Theorem 6, we first prove the following lemma. This lemma is a consequence
of the lack-of-memory property of the exponential distribution and the properties of the random
objects which define Y. Before we state it, we define the following process. For x € R*, let
Z™ be the sign process of Y™, that is, Z,(x) = sgn(Y,(x)), t > 0. Note that Z™) is a continuous
time Markov chain with state space {—1, 1}, starting point sgn(x) and transition semigroup ¢'Q,

where
—-q q
o= ([ 5):
gt —q*

Furthermore, since the law of Z®) is determined by Q (hence by ¢ T, ¢ ™), then the process Z ™)
is independent of ((€% U®-0) k> 0).

Lemma 8. Let n, m be positive integers and s, t be positive real numbers. We have the following
properties

(a) Conditionally on Tn(x) <t< Tn(fr)] , the random variable Tn(fr)] — t has an exponential dis-
tribution with parameter ¢, where ¢ equals q* if sgn(x)(=1)" = 1 and q~ otherwise.
Furthermore,

(x,n) (x,n) L =z ,0)
EC _éz—T,,(X) ST t ’
where (’§<'»O>, E("O)) are independent of (S("k), g“("k), 0 < k < n) and with the same distribution
as (00, ¢ -0,
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(b) Conditionally on Tn(x) <t< Tn(i)l s Tn(i)m <t+s< Tn(i)m 41 the distribution of ét(i’s"j;@r)
(x) ~(7(0)
Z:) <5< T(Z’ )

(x
; o ~z",
is the same as the distribution of & i e

) ~
s conditionally on T”(l !
s=Tn !

, that is,

P(S(X’"H”) edz| T <t+s< T TM <t < T(x))

I+S7Tn(j—)m n+m n+m+1° "n n+1
(x) (x) (x)
_ N(Zt ,m N(Zt ) ~(Zt )
_P(S ) edz | T, <s<T, ),
377;71

where (g("’”), i,(,')) are independent of (¢ QO Tk('), 0 < k < n) with the same distribution as
€M, ).

Proof of Lemma 8. The first part of (a) follows from the lack-of-memory property of the ex-
ponential distribution. Now, by construction, (§ (rn) {(x > 0) is a sequence of independent
random objects which depends on x only through its sign and 7,0 = T,*) 4 Y=l g Centh),

n+m
Hence, it is always possible to take (E<'~0>, E("O)) and (E("m), if,')) with the properties described
in (a) and (b), respectively. Thus, it only remains to prove the equality in distribution in (a)
and (b).
Denote by anm the density of the random variable Tn(x). Simple computations lead to

(x,n) (x,n) (x)
P 8 € de T <1 <T,735)

t o0
:/ [ P(Sr(f’(';)_u) € dZ)q(x’n)e_q(” ' dr oo (u) du
0 Jt—u "
=P e d)P(TV) <1 < T)7),

where the independence and stationarity of the increments of the Lévy process &) have been
used in the first equality and we made the change of variables v =r — (f — u) to obtain the
second. Hence, the equality in law of (a) is obtained.

By (a), we have that for all m > 0, conditionally on Tn(x) <t< Tn(i)l, the random variable

@)
Tn(i)m — ¢t has the same distribution as T,,(lz’ ) and it is independent of (Tk(x), 0 <k <n). Hence,

P edr, T, <145 < T

(x) )
n+m-+1 | Tnx =< Tn+1)

t+s—T(f n+m
(Z(X), ) ~(Z(x>) ~(Z(x))
:P($ ’N(Z’Z.)) €dz, Ty " "=s<T,, )
s=T, "
and
) ) (x) =z ~z™)
P(T,), <t+s<T) 1T <t <T0)=P(T," " <s<T,7").
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Therefore,
(x,n+m) (x) ) @
P(EZH_T(? €dz| T, <t+s<T, .1 Tn(X) <t< Tn-H)
Z(X), ~ Z(x) ~ Z(x))
=P T edz| T =5 <T7).
s=Tp "
This finishes the proof. -

Proof of Theorem 6. (i) First, we prove that ¥ ) satisfies the property (3). We note that the

process £ depends on x only through its sign, then clearly for all a € R*, £(14/¥) £ £ Hence,
we have

(sgn(a)Yl(lulx),t > 0) = (sgn(a)|a|x exp{S,(lalx)}, t> 0)

£ (ax exp{f,’,(x)}, t>0)

= (a¥™,1>0).

Therefore, the process ¥ ™) satisfies the property (3).

Let s, ¢ > 0, then by Lemma 8, conditionally on W <t < Tlffr)l, Tn(i)m <t+4s< Tn(fm L1 We
have

(x)

—1
Yt+s (x,n+m) K (x,n+k) (x,n+k) (x,n) (x,n) (x,n) | :
Yl(x) = eXp St+‘~_Tn(i)m + kZ_; (%-C + U ) + g; - é:t_Tn(x) + U ’ + 1mTm

@) m=l ~ )
éexp{é(zt " +Z(E§Z' Ry 5(C ’k))+inm .
k=0

(x)
~(Z
S—T,,i’ )

Hence, for s, t > 0,

Y, (x)
s S eplE7 ), as)

where £0) is a copy of £ which is independent of (5,5'), 0 <u <t). Thus, Y™ has the Markov
property. Furthermore,

~y )
(¥ s=0) £(7" ,520),

where Y0 is a copy of ¥ ) which is independent of (Ybf'), 0 < u <t). This also ensures that all
processes ¥ ®) have the same semigroup.

Now, we prove that ¥ ™) is a Feller process on R*. Let Q, be the semigroup associated to ¥,
We verify that Q; is a Feller semigroup, that is,

(i) O:f € Co(R*), forall f € Cop(R*),
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(ii) lim;y0 Q; f(x) = f(x), for all x € R*.
Let x € R* be fixed. For all y € R* such that sgn(y) = sgn(x), by property (3), we have

0/ f () =E[£(r>)] = E[ f(y Y;x>)].

x
The latter expression and the dominated convergence theorem ensure the continuity of Q; f in x.
By 3), (v, 1 = 0) £ (1x|Y, ") 1 > 0) for all x € R*. Hence,
01 f () =E[f (™) =E[f (k¥ )], xeR".

Using again the dominated convergence theorem, we obtain limy|— 0 Q; f(x) = 0. For the last
part,

E[f (Y] =E[f (¥ )1 > ]P(1 > 1)
+E[F(rNTY < JP(1™ <1).
For the first term, we have
E[f ()T > t]P(TY) > 1) = E[f (v exp{" 7 }) 138" > 1]e=a*"".

Letting 1 — 0, the last expression converges to f(x) by the right continuity of £%¢"®)_ Thus,
it only remains to prove that the second term converges to zero as ¢ tends to zero. Since f is
bounded,

|E[f(Y[(x))|T](X) < t]P(T](X) < l)| < C(l . equgn(x)t)

for some positive constant C. Again, letting + — O we obtain the desired result.

The strong Markov property of ¥ *) follows from the standard fact that any Feller process is a
strong Markov process.

(i) First, note that v™® (¢) satisfies

t
v(x)(t):/ |y |* ds, r>0. (16)
0
Indeed, if
tlx|*
r“%):/ | X7 ds,
0

then, since 7 () (1) x| %) =1, it follows dv®) (1) /dr = 1/1X ) | |7% = J/7fe.

Now, we claim the following: for every x € R* and n > 0, there exists a Lévy process &*")
independent of (ng), 0<s< H,i")) such that,

X5, = X5 expfe” Lo 0<r<HY —HY, (17)

T (1| X))
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where
s
.[(x,n)(t) = inf{s > 0: / exp{aé'u(x,n)}du - t}. (18)
0

To verify this, we take x > 0 and n even, the other cases can be proved similarly. In this case,
X gn) > 0. By the strong Markov property, conditionally on Xy, =y, we have

L
(XH,4+1,0 <t < Hyy1 — Hy) = {(X;,0 <1 < H)), P, }.

And since the process on the right-hand side of the latter expression is a positive self-similar
Markov process, then by Lamperti’s representation there exists a Levy process (§1, P) such that

(X0 <1 < H). Py} £ {(yexp{ o)} 0 <1 < AT(0)). P,
where
AT (00) = /Ooexp{afg‘;'}ds.
0

Furthermore, since H; < 0o, Py-a.s., then & * is a killed Lévy process with lifetime ¢ +, expo-
nentially distributed with parameter g > 0 and hence

;-‘F
A+(oo)=/ exp{a&;"} ds.
0

Note that we chose the superscript + because sgn(Xg,) > 0.
Thus, we have obtained that for all x > 0, n even,

((Xt40, 0 <1 < Hysr — Hy) P} 2 (x5 exple™

+
ﬁ(z(xgj)*a)}’ 0=1<AT(c). P}

This shows (17). Also, the Lamperti representation ensures that for all x € R*, n > 0,

;-(XJ!)

X =t = [ explag(®) an (19)
which implies that for all n > 1
n—1 é-()hk)
a3l [ exnlosau, 0
k=0

Now, for x € R* we define the sequence (U("’”), n > 0) by

(x)

(Ut = - Nt g
Hn+1_
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Then, by (17) and (19) it follows that

(x) _ v (x,n)
XHnJrl* - XHn eXp{EC }’
and also
X
x) v ntl (x) (x,n) (x,n)
XHn-H - XHn+1_ X()C) - _XHn exp{gf + U o }
I'In+1_
Hence, forall n > 0,
n
x5 :xexp{Z(Eéx’k) FUYO) inmn+ 1)}. Q1)
k=0

Note that because of Theorem 4, for every x € R*, the sequence (& Crn) C(x’"), U«mn n>0)
satisfies the condition which defines the process ¥ ®) in (11). It only remains to prove that X )
time changed is of the form (11). For that aim, write

t
A(x'”)(t):/ exp{a™™ ) du,  0=<r=<¢®m.
0

u

Thanks to (17), (18) and (21), we have

(x) (x) (x,n)
X " =X
Hyt Xy e At @y = exp{s )

=x exp{St(an }.
On the other hand, by (20), for 0 <t < ¢ it follows

HP 4] X) A @)

n—1 s
S [
k=0 0
—1 C(Xvk) t

[ weleslectzn o [/ otociZ, )

(x,k)

t
exp{aéu(x’k)}du + |Xg”)|a/0 exp{aé,jx’”)}du

=

=~
(=}

—

n—

Tit1 14Ty
/ |x|°‘|exp{a5,5x)}|du +f |x|°‘|exp{a5ng)}|du
Tn

k=0 Tk

t+Ty o
:/o |x exp{&M}|* du.

Hence,

x® = xexp{eY

(x,n)
<
Jo x expt& ) ds e b O=t<&mm.
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The latter and (16) imply that ) can be decomposed as in (11). Furthermore, as a consequence
of this decomposition and the converse of the main result in Kiu [8], we can conclude that every
Lamperti—Kiu process can be constructed as explained in (11).

(iii) Let (G;) be the natural filtration of YW, that is, G, = a(YS(x), s<t),t>0.Let F; =
Gr(t|x|-)» t = 0. Clearly, X () is (F;)-adapted, and since the strong Markov property is preserved

under time changes by additive functionals, X ) is a strong Markov process. We recall £“¥) £
EW forall ¢ > 0. Thus, if ¢ > 0, then

(cX(X) t>0) = (cx exp{é'(x) }.1>0)

et = T(tlex|™%)
£ (ex exp{é'(cx) }.1>0)

T(tex|~%)

= (X, 1>0).

This proves the self-similar property of X ™). It only remains to prove that all X*) have the same
semigroup. We have

@x) _ &) () —1y,(x)
Xiis =X (Yr(t\xl‘“>) Yr((tﬂ)lxl“’)'
On the other hand, for all s,¢ > 0,
‘L'((t +s)|x|_°‘)

.
=r(t|x|°f)+inf{r>0:/ |exp{a5§t)lx_a)+u}|du>s|x|01}
0

-
_ - : . () —ly,(x) o ()|~
=7(t|x| 0‘)+1nf{r>0. /0 |(Yt(t|x|,,,)) Yr(t|x\’°‘)+u} du >s|Xt ’ }

@) oy ) —1y )
Write Y7 = (lexl,a)) lex‘,a)ﬂ, s > 0. Then

(x) (x)$(x)
X =XY .
t+s t AT(S‘XI(X)l,a)

Hence by the strong Markov property of ¥ ), Theorem 6(ii), we obtain

P(XY edz| F) =P(xVTY edz | F)

T(sIx M)

=P(y exp{SiS(‘fry(l);)l),)} € dz) |y=x,(")

P(Xt(y) € dz)|

y=x;""

This concludes the proof. (]
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Remark 9. Let AW = (AZ(X), 0 <t < 00) be the process defined by
t
A,(x) =/ ‘exp{aé‘ég")}]ds, 0<t<oo.
0

Note that A®) only depends on x through its sign. From (20), (21) and Proposition 3, under Py,
T = lim H, =|x[AS"™),
n— o0

that is, there is a relation between the hitting time of zero for X and the exponential functional
of &, similar to the one known for positive self-similar Markov processes. Furthermore, Lam-
perti’s representation can be written as

Xt(x)l{t<T} =xexp{5( 1 t>0,

X) } ]
T (r]x]=) ) e < [@ ASE )0

where T (1) = inf(s > 0: [ |exp{a&”} du > 1), 1 < AS.

Proof of Proposition 7. We prove the case x > 0, the case x < 0 can be proved similarly. Let T;
and 7, the first and the second times of sign change for Y, respectively. In the case x > 0,

T =inf{r > 0: Y; <0}, T, =inf{t > Ty: Y; > 0}.
Since f is bounded, we have

E [ f(YD] = fF&) =E[ fYD 150y — FO] +Ex[f XD <<y | + Ex [ f XD <]

Recall that by construction of Y, (77, T>) are such that under Py, for x > 0, they have the same
distribution as (¢ T, ¢t 4+ ¢7), with ¢ T, ¢~ independent exponential random variables with pa-
rameters g T, g, respectively. It is easy to verify that

g (l—e ') —gt(1—e ")
P,(Ir <t)= g —q*t
+red

. 9t #q7,

e _
l—e™'—¢q , gt =q".

It follows that P, (7> <t) = o(qgtg~t>/2) as t — 0. Hence, using again that f is bounded, we
obtain

1 1
;Ex[f(Y,)l{Tzft}] < ;CPX(TQ <t)—0, t — 0.

Now we write
1 1 1 +
~(E[f DV 1-n] = f0) = Z (B[ £ (exp{e )] = f@0)e™  + —f(0)(e " = 1),

where £ T is a Lévy process such that Sgr =log(x), Py-a.s. The last expression implies

1
tli_r}g) " (Ex[f (YD r>n] — (1)) = AT(f o exp)(log(x)) — g™ f (x).
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To conclude, observe the identity
Ec[f DN r<i<ry | =Ec[f(—exp{§_ o +65 +U}) 101 =" < (TP (T <1 < ),

where £* is as before and £~ is a Lévy process with lifetime ¢~ independent of (6%, ¢ T, U}H)
and satisfying §;” = 0, P,-a.s. This together with

1 1 1
lim —P.(T) <t <T») =lim -P, (T <t) — lim -P, (b <t)=q™,
t—0t t—0t t—0t
and the convergence

1
lim LB (~explé . + &5+ UF) 1021 - 07 < 0] = B[/ (~xexplU )]

which holds by the right continuity of £+ and £, imply that

1
tlgl’(l) ;Ex[.f(Yt)l{T]§t<Tz}] = q+E[f(_x exp{U+})].

This ends the proof. (]

4. Examples

The aim of this section is to characterize the law of (¢, ¢*, UT) which defines the Lamperti—
Kiu processes through two examples. The first example is the «-stable process killed at the first
hitting time of zero, and the second is the «-stable process conditioned to avoid zero in the case
ae(1,2).

We start by reviewing some results in the literature about self-similar Markov processes.
Through this section, X will denote an «-stable process and T its first hitting time of zero
(T = inf{r > 0: X, = 0}, with inf{@} = 00); and we will denote by X? and X? the a-stable
process killed at T and conditioned to avoid zero, respectively.

In the case « = 2, the process X has no jumps and X corresponds to a standard real Brownian
motion absorbed at level 0. On the other hand, the Brownian motion conditioned to avoid zero
is a three dimensional Bessel process, see, for example, Revuz and Yor [12]. Thus, depending
on the starting point, X? is such that X¥ or —X? is a Bessel process of dimension 3. Since all
Bessel processes are obtained as the images by the Lamperti representation of the exponential of
Brownian motion with drift, see, for example, Carmona, Petit and Yor [6] or Yor [15], we obtain
the following for x € R*,

X? erXp{SB(z\xru)}’ Xt¢ erXP{Sf(zm—a)}’ 1=0,

where EO and & ¥ are real Brownian motions with drift, viz., éo = (B —t/2,t >0) and & =
(B +t/2,t > 0), with B, B real Brownian motions. Therefore, the Lamperti representation is
known in the case o = 2, so we exclude this case in our examples.
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For 0 < o < 2, let ¢ be the characteristic exponent of X: E[exp (iAX,)] =exp (¢t (X)), t >0,
A € R. It is well known that ¥ is given by

Y(A) =iar + / (eiky —1- i)»yl{‘y|<1})v(y)dy, reR, (22)
R
where v is the density of the Lévy measure:

v(y) =Ty gy + Iy T <o), (23)

with ¢* and ¢~ being two non-negative constants such that ¢ + ¢~ > 0. The constant a is
(ct —c¢7)/(1 —a) if a # 1. For the case a = 1, we will assume that X is a symmetric Cauchy
process, thus ¢ =¢~ and a =0.

Another quite well studied positive self-similar Markov process killed at its first hitting time
of 0 is the process obtained by killing an «-stable process when it leaves the positive half-line.
Formally, if R is the stopping time R = inf{r > 0: X; < 0}, then the process killed at the first
time it leaves the positive half-line is X T = (X:1{;<pry, t = 0) where 0is assumed to be a cemetery
state. Caballero and Chaumont in [3] proved that the Lévy process & related to X via Lamperti’s
representation has the characteristic exponent:

d(A) =iak + / [e" — 1 —ir(e’ — D)lje—1j<n]rdy) —c"a™',  1reR, (24)
R

where the Lévy measure 7 (dy) is

cteY ceY

m(dy) = <Wl{y>o} + 1 y<0}> dy. 25)

e
Note from (24) that the killing rate of the Lévy process & is ¢ "a ™.

A further example in the literature appears in Caballero, Pardo and Pérez [5]. They studied
the radial part of the symmetric a-stable process taking values in R?. In the case d = 1, 0 <
a < 1, they proved that the Lévy process in the Lamperti representation for the radial part of
the symmetric «-stable process is the sum of two independent Lévy processes &1, & with triples
(0,0, 1) and (0, 0, o) where

mi(dy) = (% (y>0) + %1%0}) dy,
k(a)e” (26)
ma(dy) = © 1 1o y
and
k(o) = i

2I'(l —a)cosmar /2"

In other words, the Lévy process in the Lamperti representation is the sum of a Lévy process with
Lévy measure similar to (25) and a compound Poisson process. Since the process Y is symmetric
in this case, the results in Caballero, Pardo and Pérez [5] confirm Chybiryakov’s results.
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The Lévy processes with Lévy measure having the form (25) or 7y in (26) are examples of

Lamperti-stable processes. For the definition and properties of Lamperti-stable processes, see
Caballero, Pardo and Pérez [4].

4.1. The a-stable process killed at zero
The following theorem provides the expression of the infinitesimal generator of the process X°.
Theorem 10. Let o € (0,2) and let A, A° the infinitesimal generators of the a-stable pro-

cess and the a-stable process killed in T, respectively. Then D 4o ={f € D4: f(0) =0} and
A f(x) = Af (x), for x € R*. Furthermore, for x € R*, A° f (x) can be written as

A f(x) =

|:sgn(x)axf’(x)—i—c_sgn(x)a_]/ [fcu) — £(0)]g% () du
-

x|

@27)
+ fR LG = £ —xf (o - D1 {ju—1j<1y Jv* €0 () du},

where
0580 () = v(sgn(x)(u - l)), u>0, L =al —u)~* 1, u <0,
and v is given by (23).

The proof of the latter theorem will be given at the end of this subsection. The following
corollary characterizes the Lamperti—Kiu process associated to the «-stable process killed at its
first hitting time of zero and its proof is an immediate consequence of Volkonskii’s theorem and
the formulas (13) and (27).

Corollary 11. Let %% 0% UOE the random objects in the Lamperti representation of X°.
Then, the characteristic exponent of € is given by

Ilfo’i(k) =iath + / [ei)‘y —1- i)\.(ey — 1)1{\e)>_1|<1}]n’0’i(dy), L eR,
R

where a* = +a, with a as in (22), and 71%*(dy) = e’v(+(e’ — 1)) dy. The parameters of the
exponential random variables £* are cFa =" and the real random variables U%* have density
aet

gu) = REPTYEE ueR.

Note that as expected, the Lévy process £%% is the one obtained in Caballero and Chau-
mont [3]. Furthermore, the downwards change of sign rate, which is the death rate in Caballero
and Chaumont [3], is ¢« !. From the triples of & 0.+ and & 0.~ we can observe that both be-
long to the Lamperti-stable family. In the particular case where X is a symmetric a-stable pro-
cess with o € (0, 1), the description in Corollary 11 coincides with the one in Caballero, Pardo
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and Pérez [5], see (26). Note that U 0.+ % are identically distributed and they are such that

Uo-+ é log V, where V follows a Pareto distribution with parameter «, viz.,
g p

fO= gy e 0

In order to prove the main theorem of this subsection, we need the following two lemmas.

Lemma 12. Let X be an «-stable process, a € (0,2). Then, for any x € R*,
liml]P’ (T<t X eR*):O (28)
tl0 t X = '

Proof. Since for @ € (0, 1] the point zero is polar, then (28) is clearly satisfied. Suppose o €
(1,2). For § > 0, write

P(T <1, X; e R*) =P (T <1,1X;1 €(0,8]) + P (T <1, 1X;] > 5).

First, we verify the following: for 0 < § < |x| it holds

—sgn(x)

1
ltiirg;IP’x(lel €(0,8]) = sgn(x)(|8 — x| 7% — |8 + x| 7). (29)

For this aim, we will use the fact that for every K > 0, (1/1)Po(X; € dz) converges vaguely to
v(z)dz on {z: |z| > K}, as t | O; see, for example, exercise 1.1 in Bertoin [1]. We only show (29)
in the case x < 0, the case x > 0 can be proved similarly. For x < 0, we have § + x < 0 and

li 1]P’(|X| (0,8]) =1i IIP(X [—8 —x,8 —x])
tlll}']lt x t € , —tlg)]t 0 t € X, X

§—x
= / v(z)dz
—8—x
C+

(=8-0""=(@-07%),

T o
which proves the claim. Now, from (29), we obtain

—sgn(x)

1
limsup —P (T <1,]X;| € (0,8]) <
1o I

sgn(x)(IS —x|7*—|8 —I—x|_“). (30)

On the other hand, by the strong Markov property

t

Po(T <1, 1X/| >5)=/0 Po(IX/—s| > 8)Px(T €ds).
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Since (1/1)Po(X; € dz) converges vaguely to v(z)dz on {z: |z| > K} for every K > 0, there
exists a constant C such that, for sufficiently small ¢:

Ct
P0(|Xt,sl >8)§ R forall s € (0, ¢).
Then

Ct
Po(T <1,1X/| > 8) <Pu(T <D

The latter inequality and (30) imply the result. (I

Lemma 13. Let x € R*, and o € (0, 2). We will denote by Il(x) and Iz(x) the following integrals
() _ _ _ _
17" = /+(M DA gu—1<1y — Lgx@—ny<1p)v(sgn() (w — 1)) du,
R

12(X) — /H£7(u — 1)1{‘x(u_1)‘<1}v(sgn(x)(u - 1)) du.

The identity
10— 1Y =sgn()a (1 — x1*7Y),  holds.

Proof. We will show the case x < 0, and o # 1, the other cases can be proved similarly. First,
observe that |u — 1] < 1 if only if 0 < u < 2. Thus, if x = —1, then I\’ = 1) = 0 and the

lemma is satisfied. Now, suppose that —1 <x <0, then | +x ' <0<2<1—x"1,

1

1—x— -
Il(x) = —/2 c(wu—1D"%du= lc—[l - (—X)ail]

—a
and
0 +
c
A =—f 1 —u)ydu= [1- 01
14x~1 -«
Hence, Il(x) — Iz(x) = —a[l — (—x)*~!]. Finally, suppose that x < —1. In this case, we have

0<l+x‘1<1<1—x‘1<2,12(x):Oand

14x~! 2
Y =‘/ 1 —u)™® du+/ ¢ =D "du=—a[l = (=0)*"].
0 1

|

This ends the proof. O

Proof of Theorem 10. For any f bounded function such that f(0) = 0, we have for x € R*

E[£(X0) — FO] =Ex[f(X0) — )] = Eu[ f (X1 (7 <1y ]-
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On the other hand, by the Lemma 12,
li IE X1 =0
ti%; x[f( 1) {Tft}] =0.
Then
1
lim B[ £ (X]) = f()] = lim E [f(X0) = f)].
Hence, D g0 ={f €D 4: f(0)=0} and A° f (x) =Af(x).

Now we will obtain (27). By the first part of the theorem, we have that for x € R*, A% f (x) is
given by

AP fx)y=af'(x)+ /R[f(x +3) = f(x) =y Oy <y ]v () dy. 3D
Let I be the integral in (31). Then, with the change of variables y = x(u — 1) we obtain
1
I= e /[f(xu) Fx) = xf ()@ — DIjeu—ty<nyJv(sgn(x) @ — 1)) du

1
= — [/W[f(m) — f @) —xf' ()@ = D1ju—yj<ny ] (sgn(x) (w — 1)) du
+ /W [xf ) = DAgu—11<1y = Yx@—ni<1p v (senx) @ — 1)) du

+ /ﬂv [f(xu) — f(x) = xf () — DIjeu—n)<1y]v(sen(x) @ — 1) du].

With the help of Lemma 13, we can write I as follows
1
=F [Sgn(x)axf () + /R [FGw) = FO]VE ) du — ale|* f(x)

* /R [£Geu) = £) = xf () = D1 <p 0" () du]
Hence, we have

Af ) =

x1|°‘ |:sgn(x)axf’(x) —i—f [f(xu) — f(x)]vO’Sg“(x)(u) du
R

* /R [fxu) — F0) = xf' ()@ — Durj<1y "5 () du}.

Finally, note that
v(),sgn(x) (u)

_ .0
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This ends the proof. (]

4.2. The a-stable process conditioned to avoid zero

In Yano [14] symmetric Lévy processes conditioned to avoid zero were studied. One of the
main results in Yano [14] can be stated as follows. Let X be a Lévy process with characteristic
exponent . Consider the following assumptions

H.1 The origin is regular for itself and X is not a compound Poisson process.
H.2 X is symmetric.

Then, under H.1 and H.2 the function %, given by

1 [ 1—cosix
h(x)=— ——da, x eR,
7 Jo 6(A)

where 6()) = —Re(¥ (X)), is an invariant function with respect to the semigroup, Pto, of the
process X killed at T, the first hitting time of 0. Note that if X is an «-stable process with
a € (0,2), H.1 and H.2 are satisfied if and only if X is symmetric and « € (1, 2). In this case, the
characteristic exponent is given by ¥ (1) = —|A|%, & has an explicit form, namely

h(x)=C@)x|*"!,  xeR,

where

In Panti [11] a generalization of the latter fact is considered. There it is proved that for X «-stable
process with 1 < « < 2, the function 4 given by

hx)= K(oe)(l - B sgn(x))|x|o‘_1, x eR, (32)
where
I'2—a)sin(an/2)
crt(a — 1) (1 + B~ tan“(am/2))
and
(T2 -w) ot —c”
Cc=— 0[(0{—1) COS((XT[/Z), ﬁ—m, (33)

is an invariant function for the semigroup of X°. In fact, this result is a consequence of a more
general result that has been proved in Panti [11] under the sole assumption H.1. Since # is in-
variant for the semigroup Pt0 and h(x) # 0, for x € R*, then we define the semigroup P,h on R*
by

h(y)

Pth(x,dy) ::mPto(x, dy), x,yeR* t>0.
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We denote by IE”Q the law of the strong Markov process with starting point x and semigroup P,h.
P" is Doob’s h-transformation of [Py via the invariant function % as defined in (32). Since under
the measure Pﬁ it holds IP’;’ (T = 00) = 1, then the process X" can be considered as the process X
conditioned to avoid (or never to hit) zero, this has been proved in Panti [11]. We use the notation
X?¥ instead of X" to emphasize this fact. Thus, as was mentioned at the beginning of the section,
X7 is the a-stable process conditioned to avoid zero, when « € (1, 2). In the following lemma,
we summarize properties of the function /, which follow straightforwardly from its definition
and so we omit their proof.

Lemma 14. The function h defined in (32) satisfies the following properties

(1) h(x) >0, forall x € R*, h(0) =0;

>i1) h(ux) = |u|“‘1h(sgn(u)x),f0r all u e R;
(iii) (hf)'(x) =h@[(@—Dx~'fx)+ f/(0)], feClx eR¥;
@(iv) h(—x)=h(x)+2K (@) sgn(x)lxl”‘_l,for all x e R.

Using (i) of Lemma 14 and (1), it is possible to verify that the semigroup of the process X?
satisfies the self-similarity property. Hence, X is real-valued self-similar Markov process. The

following theorem provides an expression for the infinitesimal generator of X ¥.

Theorem 15. Let AY be the infinitesimal generator of X¥. For x € R*, AY f(x) can be written

as
AV Fx) = L[awﬂmxf/(x)+csg“<”a—1 / [fGu) — f(0)]g* () du
x| R-
(34)
* fR+[f (xu) — f(x) —xf' () — 1)1{u_1|<1}]v¢’sgn<x><u)du},
where
® w [ AEw -1 sy [ LW
a¥sentx =sgn(x)a+chnx/ —————du—c sgnxf ————du (35)
0 u 0 U
and

v$,sgn(X)(u) — u"‘*lv(sgn(x)(u - 1)), u>0,

') =a(=w)* ' -y, u < 0.

The following corollary is also a consequence of Volkonskii’s theorem and the comparison
of (13) and (34).

Corollary 16. Let %% UM %% the random objects in the Lamperti representation of X*.
Then the characteristic exponent of £+ is

w¢’i(k)=ia¢’ik+/[ei)‘y—1—ik(ey— D 1er—1)<ny ] " E (dy), reR,
R
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where a®* is given by (35) and w¥*(dy) = e®v(+(e¥ — 1)) dy. The parameters of the expo-

nential random variables %% are c*a =" and the real random variables U%* have density

aeau
g(u):7(]+eu)a+]’ uek.

As in the first example, the Lévy processes £%F, £%~ belong to the Lamperti-stable family.
Furthermore, their Lévy measure, satisfy the relation: 7%*(dy) = e©@~DY7%%(dy). Note that
g(u) can be written as

ae
gu)= 7(1 e watl’ u e R.

Hence, U+ é —yo* é —logV, with U%E as in Corollary 11 and V is a Pareto random
variable.

Proof of Theorem 15. Recall that A f(x) = [h(x)]~' A°(hf)(x), x € R*. Thus, by (27) we
can write for x € R*

[G)] X1 A () () = [h(0)] ' (sen(oax (hf) (x) + T + 1),

where

W= /R [0y = f) ) = x Y ()@ = D guajn o (sgno) = 1) du,

Y = /R— [(hf)(xu) — (hf) () ]v(sgn(x) (u — 1)) du.
Now, by (iii) of Lemma 14,
[h(0)] ' sgn()ax(hf) (x) = sgn(xaxf’(x) + sgn(¥al@ — 1) f (x). (36)
Also, using (ii) and (iii) of Lemma 14, we have

[h)] ' T = /R LG = £ 00 = xf 0@ = DI u ™ o (sgno @ — 1) du

+/ (™" = 1) — Dlu—j<yyv(sgn(x) (@ — 1)) du x xf'(x)
R+

(37)
+ /R+ [u™" =1 — (@ = D — Du—1j<1y]v(sgnx) @ — D)) du x f(x)

=17 + 17xf () + 1V f (),

where

1= /W[f(xu) — F@) = xf @) @ = Duetj<1y]u® " o (sgn(x) e — 1) du,
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= /W (" = 1) — Dlu—1j<1yv(sgn(x) (@ — 1)) du

Sgn(X)/ (1+u)a - 7sgn(x)/ (1_u)a -

B = fR [~ = 1= (@ = D) = DIgu-1j<n]v(sen(r) — D) du

And by (ii), (iv) of Lemma 14 and since [p_(—u)*'v(sgn(x)(u — 1)) du = ¢~ 3" Wea =1, we
obtain

_ 1
[h)] 'V = (#Ziﬂg;) /R_[f(xu) — FO] =) o (sgn() ( — 1)) du
28 sgn(x)
1-8 sgn(x)

Substituting the values of @ and 8 given by (22) and (33) in the latter equality, it follows

—sgn(x) -1 f(x)

[h)] 'Y = W Y — a7 (@ — D sgn()af (), (38)

where [ f) is the integral
/ [f ) = £(0)]g* () du.
R
Thus, the expressions (36), (37) and (38) imply
A f(x) = |x|_“[(sgn(x)a + Iz(x))xf’(x) + Il(x) + csg“(x)a_llix)]
+ x| ™[ @ = D2 sgna + 1V] £ ).

Finally, since 4 is an invariant function for the semigroup of X°, then f = 1 belongs to D ¢ and
it follows that o ! (& — 1)? sgn(x)a + 13(x) = 0. This ends the proof. O
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