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Functional quantization rate and mean regularity of
processes with an application to Lévy processes

HARALD LUSCHGY* AND GILLES PAcks T

April 3, 2007

Abstract

We investigate the connections between the mean pathwise regularity of stochastic pro-
cesses and their L"(IP)-functional quantization rate as random variables taking values in some
L?([0,T1],dt)-spaces (0 < p < r). Our main tool is the Haar basis. We then emphasize that
the derived functional quantization rate may be optimal (like e.g. for the Brownian motion or
the symmetric stables processes) so that the rate is optimal as universal upper-bound. As a

1

first application we establish the O((log N)~2)-upper bound for general It6 processes which
include multi-dimensional diffusions. Then, we focus on the specific family of Lévy processes
for which we derive a general quantization rate based on the regular variation properties of its
Lévy measure at 0. The case of compound Poisson processes which appears as degenerate in
the former approach, is studied specifically: one observes some rates which are in-between finite
dimensional and infinite dimensional “usual” rates.

Key words: Functional quantization, Gaussian process, Haar basis, Lévy process, Poisson process
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1 Introduction

In this paper, we investigate the connection between the functional L"(IP)-quantization rate for
a process X = (Xt)icpo,r] and the L"(PP)-mean pathwise regularity of the mapping ¢ — X; from
[0,T7] — L"(P) in an abstract setting with a constructive approach (we mean that all the rates are
established using some explicit sequences of quantizers).

First let us briefly recall what functional quantization is and how it was introduced. Let (E, ||.||)
denote a finite-dimensional (F = R or R?) or infinite-dimensional (E = L?([0,T],dt), 1 < p < oo,
C([0,T1]),...) separable Banach space (or complete quasi-normed space like E = LP(]0,T],dt),
0 <p<1)andlet o C E be a finite subset of size card(ar) < N, N > 1. The Voronoi quantization
of an FE-valued random vector X : (2, 4,P) — E with respect to the codebook « is simply the
projection of X onto « following the nearest neighbour rule i.e.

X = mo(X)

where
To =D 1c,(a)
aca
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(Ca())aca Borel partition of E satisfying for every a € «

Cola) CQueE : |lu—al| < min [ju—29b| ;.
bea\{a}

Then, the L"-mean quantization error (0 < r < oo) is defined by

1
X - X2y = (Emin]lX —al) "

This quantity is finite as soon as X € L;(IP). The set « is called N-codebook or N-quantizer. One
shows that such random vectors X are the best approximation of X among all a-valued random
vectors. The minimal N** quantization error of X is then defined by

eN,'r

(X, FE) := inf{(Emein |X —a||")V": a € E,card(a) < N}. (1.1)
aco

When E = LP(]0,T],dt) (with its usual norm or quasi-norm denoted |. | L, from now on), an E-

valued random variable X is a (bi-measurable) stochastic process X = (X¢).e[o,r) defined on the

probability space (€2, A,IP) whose trajectories (X;(w))o<t<7r (almost) all belong to LP([0,T7,dt).

The L"-integrability assumption then reads

E ((/OT |Xt|pdt>g> < +oo.

It is still an open question whether L™-optimal N-quantizers for Gaussian random vectors always
exist in an abstract Banach setting (see [15]) . However in many situations of interest for processes,
including all the LP([0,T],dt)-spaces, 1 < p < 400, the existence of at least one such L"-optimal
codebook has been established (provided E|| X ||" < 4+00). Note however that this is not the case for
the space C(]0,7]) of continuous functions. For more details on the existence problem for optimal
quantizers we refer to [15].

On the other hand, optimal L™-quantizers always exist when £ = R% d > 1. In this finite
dimensional setting this problem is known as optimal vector quantization and has been extensively
investigated since the early 1950’ with some applications to Signal processing and transmission
(see [11] or [12]). In d-dimension the convergence rate of ey, is ruled by the so-called Zador
theorem

1 1+g
lim Nen , (X, RY) = J,4 < / gﬁ(g)dg) ’ (1.2)
N ’ Rd

where g denotes the density of the absolutely continuous part of the distribution P, of X (see [13]).

Since the early 2000’s much attention has been paid to the infinite dimensional case. This is the
so-called functional quantization problem for stochastic processes: the aim is to quantize some pro-
cesses viewed as random vectors taking values in their path-spaces, supposed to be an LP([0, T, dt)
space, 1 < p < +o0o. Many results have been obtained for several families of processes with a
special attention paid to Gaussian processes and (Brownian) diffusion processes by several authors.
Thus, in the purely Hilbert setting (r = 2, E = L?([0,T],dt)) the sharp rate of quantization of the
Brownian motion (W;)e(o,7] is given (see (3.6) in [20]) by

V2T

_ves 1.3
m(log N)2 (13)

en2(W, L2([0,T), dt)) ~



The existence of such a sharp rate for Brownian motion has been extended to LP([0,T7],dt) spaces
for 1 < p < oo (see [8]). Similar sharp rates (with an explicit constant) hold for a wide class of
Gaussian processes including the fractional Brownian motions for which we have

exa(WH, (0, T]do) ~ SO
where H denotes the Hurst parameter of the fractional Brownian motion W, the Ornstein-
Uhlenbeck process, the Brownian sheet, etc, in the purely Hilbert setting (see [20]). The exact
rate has also been established in [19] (Section 3) for a wider class of Gaussian processes. In
[19, 20], these results are based on the (sharp or exact) asymptotic behaviour of the eigenvalues of
high order of the Karhunen-Loeéve expansion of the Gaussian process. As a by-product, this ap-
proach provides very simple explicit sequences of rate optimal asymptotic quantizers (provided the
Karhunen-Loeve expansion of the process itself is accessible). Their numerical implementation has
lead to some unexpectedly promising numerical applications in Finance, especially for the pricing
of path-dependent options like Asian options in several popular models of asset dynamics (Black-
Scholes, stochastic volatility Heston and SABR models, etc). For these aspects we refer to [23]
or [30]. We also mention a applications of quantization to statistical clustering of data functional
(see e.g. [24]) and some more recent developments concerning functional data investigated in [28]
and [29].

Still for Gaussian processes an important connection with small ball probability problem has
been made (see [6, 14]). Some exact or sharp rates of convergence for different classes of Brownian

diffusions have also been proved recently (see [21], [7]) with a rate driven by (log N )7%

The common feature shared by all these results is that there is a one-to-one correspondence
between the exponent a that rules the (L"(PP), LP(dt))-quantization rate of these processes in the
log(N)~® scale and their mean pathwise regularity i.e. the largest exponent a that satisfies

Vs, te [0,T], X — Xsllor) < Colt — 8| (1.4)

Although such a correspondence is not really surprising given the connection between quanti-
zation rate and small ball probabilities in the Gaussian setting, this leads naturally to try deriving
a general abstract result that connects these two features of a process. This is the aim of the
Section 2 of this paper in which we show that the mean pathwise regularity always provide a uni-
versal upper-bound for the (L"(IP), L?(dt))-quantization rate (0<p<r). We retrieve then the rate
obtained by more specific approaches for all the processes mentioned above. We also extend, to
general Brownian diffusion processes and even general [t6 processes the rate formerly obtained for
specific classes of diffusions in [7, 21]. We also obtain some first quantization rates for some classes
of Lévy processes. The main tool is to expand a process on the simplest wavelet basis — the Haar
basis (known to be unconditional when p>1) — and to use a non-asymptotic version of the Zador
theorem (coming out as a slight improvement of the Pierce Lemma, see [13])

At this point, the next question is to wonder conversely whether this always provide the true
quantization rate. In this naive form, the answer to this question is clearly no because equation (1.4)
only takes into account the mean-pathwise Holder regularity of a process and one can trivially
build (see [19]) some processes whith smoother mean regularity (like processes with C*, k > 1,
trajectories). We did not extend our approach in that direction for the sake of simplicity but there
is no doubt that developing similar techniques as those used in Section 2 one can connect higher
order mean pathwise regularity and quantization rate like in the Hélder setting. This would need
to consider an appropriate wavelet basis. In fact we point out in section 4 devoted to general
Lévy processes that the answer maybe negative — the quantization rate can be infinitely faster



than the mean pathwise regularity — for different reasons in connection with the dimensionality
of process: a Poisson process is in some sense an almost finite dimensional random vector which
induces a very fast quantization rate which does not take place in the (log V)~ scale although the
mean-pathwise L"(IP)-regularity of a Poisson process is Holder (and depends on r, see e.g. (3.19)
and (3.20)). Conversely, we emphasize on several classes of examples that the upper bound derived
from mean regularity provides the true rate of quantization. This follows from a comparison with
the lower bound that can be derived from small deviation results (see e.g. [14] or the remark below
Theorem 1 which enlightens the connection between functional quantization and small deviation
theory). Thus we prove that our approach yields the exact rate for a wide class of subordinated
Lévy processes (including symmetric a-stable processes).

The main result of Section 4 is Theorem 2 which provides a functional quantization rate for
a general Lévy process X having no Brownian component: this rate is ruled by the behaviour of
the Lévy measure v around 0 (e.g. the index of X for a stable process). As an example for Lévy
processes which do have infinitely many small jumps, if the (infinite) Lévy measure v (is locally
absolutely continuous around 0) and satisfies

C
Fe>0,  Lygcpu<grlde) < Wl{oqx\gc}dﬂﬂ

for some @€ (0, 2], then, for every p, r€ (0, 6] such that 0 < p <r and X; € L"(P)

IS

en (X, LP([0,T],dt)) = O((log N) 2).

This makes a connection between quantization rate and the Blumenthal-Getoor index 3 of X when
v satisfies the above upper-bound with § = 3. In fact, a more general result is established in
Theorem 2: when the “O-tail function” v : x — v(|—z,z|) has regular variation as = goes to 0,
with index —@, then § = /3 (see [5]) and we establish a close connection between the quantization
rate of X and v and #. In many cases of interest, including a-stable processes and other classes
of subordinated Lévy processes, we show that this general upper-bound provides the exact rate
of quantization: it matches with the lower bound estimates derived from the connection between
quantization rate and small deviation estimates (see e.g. [14]). When the Lévy process does have

a Brownian component, its exact quantization rate is (log N )_% like the Brownian motion (when
0<p<r<2 XieL(P)).

When the Lévy measure is finite (then § = 0), we also establish some quantization rates for
the compound Poisson processes and show they are infinitely faster than the above ones. To this
end, we design an explicit sequence of quantizers which can clearly be implemented for numerical
purposes. In fact the whole proof is constructive provided the Lévy measure is “tractable” enough.*

The paper is organized as follows: Section 2 is devoted to the abstract connection between
mean regularity and quantization rate of processes. Section 3 is devoted to some first applications
to various families of processes. As far as we know, some of this rates are new. In several cases of
interest, these rates are shown to be optimal. Its main result is Theorem 1. Section 4 provides an
upper-bound for the quantization rate of general Lévy process in connection with the behaviour of
the Lévy measure around 0. The main results are Theorem 2 and Proposition 3. In Section 5.1, we
provide the exact rate for a Lévy process having a Brownian component. Finally, in Section 5.2,
we derive the exact quantization rate for subordinated Lévy processes.

1
NOTATIONS: o LV := LP([0,T1,dt) and | |5 = (J3 |f(t)[Pdt)5.

e Let (an)n>0 and (by)n>0 be two sequences of positive real numbers. The symbol a,, ~ b, means
a, = b, + o(b,) and a,, =~ b, means a, = O(b,) and b, = O(ay,).



e [x] denotes the integral part of the real number « and z, = max(z,0) its positive part. e log,,(x)
is for the m times iterated logarithm function.
o [V, := Y] @) for any random variable Y defined on a probability space (2, A, P).

e Throughout the paper, the letter C' (possibly with subscripts) will denote a positive real constant
that may vary form line to line.

e For a cadlag continuous time process X = (X¢)i>0, Xy~ will denote its left limit and AX; :=
X; — X;_ its jump at time ¢.

2 Mean pathwise regularity and quantization error rate: an upper
bound

In this section, we derive in full generality an upper-bound for the (L"(PP), L? )-quantization error
en(X, L) based on the path regularity of the mapping ¢ +— X; from [0, 7] to L#(IP). The main
result of this section is Theorem 1 below. Then we will illustrate on several examples that this rate
may be optimal or not.

As a first step we will reformulate the so-called Pierce Lemma (see [13], p.82) which is the main
step of the proof of Zador’s Theorem for unbounded random variables. Note that the proof of its
original formulation (see below) relies on random quantization.

Lemma 1 (Eztended Pierce Lemma) Let r,0 > 0. There exists a real constant C,. 5 such that, for
every random variable X : (2, A) — (R, B(R)),

VN > 1, ens(X,R) = cardi&§<zv X — X2, < Crsl X|,.s N7

Proof: It follows from the original Pierce Lemma (see [13], p.82) that there exists a universal
real constant Cg s > 0 and an integer N, s > 1 such that, for any random variable X : (2, A) —
(R, B(R)), -
VN > N,s, inf E|X - X" <C%(1+E[X[")N".
’ card(a)<N ’

Using the scaling property of quantization: for every A > 0,

~ 1 =\
X = X%, = S 1OX) = AX ],
where Aa = {)\a, a € a}, one derives from Pierce Lemma by considering X/|| X||,+s and setting

A:=1/||X]|.., that

r+48

YNZ Ny, b [X = X0, < (2005)7 X, N

card(a)< s

Now, for every N e {1,..., N, s — 1}, setting o := {0} yields

inf X =X, < X1, < Negll X, N7

card(a)< o
Combining the last two inequalities and setting Cr75:max((2CS7 5)%,]\7”;) completes the proof.

Let (e )n>0 denote the Haar basis defined as the restrictions on [0, T of the following functions

1 1 n
€y :— T2 1[0,T]7 €1 i — T_E(l[O,T/Z) - l[T/Z,T})a €onyf = 2561(2n. - ]{?T), n Z 07 ke {O, e ,2” — 1}



With this normalization, it makes up an orthonormal basis of the Hilbert space (L2, (.|.)) where
(flg) = fOT fg(t)dt and a (monotone) Schauder basis of L?, p€ [1,+00) i.e.

(fleo)eo + >on>0 2o<k<an—1(flean 1 )ean i converges to f in L, for every f € LP (see [27]). Fur-
thermore, it clearly satisfies for every fé€ L; and every p > 0,

T 2n—1 on_1
vaz0, [ 1Y (lerien i@ =22 E DTS ((flewpP. (2)
k=0 k=0

The second key to establish a general connection between quantization rate and mean pathwise
regularity is the following standard properties of the Haar basis: for every f € L;,

W1 (2k+1)T2~(n+1) (k+1)T2~™
(fleantr) = 22172 (/ f(u)du—/ f(u)du>
ET2-n (2k+1)T2~(n+1)
N ) 72— (n+1)
= 92573 (FRT27" + ) = F((2k+1)T2 D o)) du. (2.2)
0

Let (X¢)iec[o,1) be a bi-measurable process process defined on a probability space (€2, A, P) with
P-almost all paths lying in L} such that X; € L(P) for every ¢ € [0,7] for some positive real
exponent p > 0. When p € (0,1), we assume that X has cadlag paths (right continuous, left
limited) to ensure the measurability of the supremum in Assumption (2.3) below.

We make the following ¢-Lipschitz assumption on the map t — X; from [0, 7] into L”(P): there
is a non-decreasing function ¢:R; — [0, +0o0], continuous at 0 with ¢(0)=0 such that

(i) Vs, te 0,7 E|X; — X,J° < (p(t — s]))? ifp> 1,

(Lp,p)= (2.3)
(“) Vte [07T]7 Vhe (OaTL E(SUPtSsg(Hh)/\T‘Xs - Xt‘p) < ((p(h))[) if0< p <l

(One may assume without loss of generality that ¢ is always finite but that (7) and (é7) are only true
for |t — s| or h small enough respectively). Note that this assumption implies that E(]X|7, ) < 400
T

so that, in particular, P(dw)-a.s., t + X;(w) lies in L? (which in turn implies that the paths lie in
LLifp>1).
We make a reqularly varying assumption on ¢ at 0 with index b > 0 i.e. for every ¢t > 0

o P2y
tim 2y =1 (2.4)

In accordance with the literature (see [3]) this means that = — ¢(1/z) is regularly varying at
infinity with index —b (which is a more usual notion in that field). When b = 0, ¢ is said to be
slowly varying at 0.

Let r, p€ (0, p). Our aim is to evaluate the L"(P)-quantization rate of the process X viewed as
an L -valued random variable induced by the “Haar product quantizations” of X defined by

2n 1
P oy “Non
X = éévoeo + Z Z £2n2+gk€2n+k (25)
n>0 k=0
where &, := (X|ey) € LP(P), k > 0, and £V denotes an N-quantization (N > 1) of the (real-valued)
random variable ¢ i.e. a quantization of £ by a codebook o having N elements. A quantization

taking finitely many values, we set Non, = 1 and %\Zﬁgk = 0 for large enough n (which may be a

non optimal 1-quantizer for fgﬁgk)

We will see that this local behaviour of ¢ at 0 induces an upper-bound for the functional
quantization error rate of X (regardless of the values of r and p except for constants).



Theorem 1 Let X = (X);c(o,) be a (bi-measurable) process defined on a probability space (2, A, P)
such that X, € LP(IP) for an exponent p > 0. Assume that X satisfies (2.3) (the yp-Lipschitz as-
sumption (L. ,)) for this exponent p where ¢ is regularly varying (in the sense of (2.4)) with index
b>0 at 0 (then |X|p € LY(P)). Then

o(1/log N) if b>0,

Vr, pe (0,p), enr(X,LP) <C,
pelbrh e A ”’{wu/logN) i b=0,

with P(x) = (f;(cp(f))wldg/{)l/(rﬂ), assuming moreover [ (p(€))"NdE/E < 400 if b= 0. In
particular if p(u) = cu®, b > 0, then

en (X, I2) = O((log N) ). (2.6)
Proof. Relying on the following two obvious inequalities:

flog <TV0S L p <y

for every Borel functions f : [0,7] — R and
1zl <12l <7
for every random variables Z : 2 — R, one may assume without loss of generality that, either

1<p=r<p or O<p=r<p<l

CAasE 1 (1<p=r<p): Let N > 1 be a fixed integer. One considers a Haar product quantization
X of X with a (product) codebook having at most N elements i.e. such that Ny x [Inx Nonyr < N.
Its characteristics will be be specified further on. Then, using (2.1)

n

on_1
~ 11 ~ ~Non
(X — X[, < Trz|g — &1+ YD (Gongr — &7 ean s

n=>01 k=0 L
1
11 11 11 Nn "
I UEE A P T(zmmk e
n>0

so that, both ||.||, and ||.||, being norms,

1

v 1_1 >N, 1 11 ~Non T

I 1X =Xz [l < T3 jo = &0 [, +T7 72 326 (Z’fzuk \)
n>0

T

S 1=

L_2 TN L ~_1 ~Non
= Tr ) & - &0 |, + T Y 2 — &kl
n>0 1
1
1_1 N, 1_1 1_1y T
< T2l o —&° |, +T 2,%%2”(2 ' <2n0§}g§§ 1H|£2n+k_ 2tk 1>
1
. 1_1 2N, 1_1 SNon g || 7
= T &-&° I+ T Y08 e [l &

n>0

1_1 ~ 1_1 n “Non
= 7 &—&° ||, +T7 2 Y 23 en i — S| (27)
n>0

max ‘
0<k<2n—1



Let § := p —r. It follows from Lemma 1 (Pierce Lemma) that, for every N > 1, and every r.v.
ce L' (P), R
inf -&v, <o N~ 2.8
e, <Gl (2.9
Now, using the monotony in p of the LP-norms with respect to the probability measure 271! 1o o-m+nyg (t)dt)T,

Fubini’s Theorem, the (L, ,)-Lipschitz continuity assumption (2.3)(:) and (2.2), yields

Eléoniil” = E[(X|ezn i)l

n y 9—(n+1)p P
< 23PTPI2ER X - X du
> 0 ‘ 2 T+u %T-ﬁ-u’

2= (D
Zp o9—(n+1) /2 _ +1
S 22,91 pP E(/O ‘X%TJru X;ﬁiiT‘f‘u’an du/T)
Lp/2—1 2T
— — 2ot n+ —
< 9 pyBetntiqe /0 EIX g1y, — X2ty g, du
" 2= (nFOT
< o §etntloppe/2-l /0 (p(T/27))7 du
s Uxorr 2 ¥ " :
< Oxrpp2 2 (@(T)27 ! 2.9

At this stage, we assume a priori that that the size sequence (Nani),>0 k=0, 2n-1 of the
marginal codebooks is nonincreasing as 2" + k increases and satisfies

1< J] Nk <M.
k>0

We assume that all the quantizations induced by these codebooks are L"-optimal up to n < m 1.e.

n — An = ] f n —_— Aa
l6am st — Eonil, Card(al)I%NQnM l62n 41 — &3yl

and that &nyy = 0 otherwise. Then combining (2.7), (2.9) and (2.8) (Pierce Lemma) yields

7 1 p(T2” ")
X=Xl I, < Cxr — 4+ ~—- 7
1% = Rz, | o\ 3t 2
|
11 (2T /(2" + k)
< C — + =
< Oxre |7 ¥
1 1 O(2T/k)
= C —_— —_— L
X, T,r,p NO + T kz>:2 Nk )

where ®(z) := z ¢(z), v € (0,400). This function @ is regularly varying (at 0) with index b + 1.
This implies in particular that there is a real constant ¢ > 0 such that ®(T/k) < ¢®(1/(k+1)) for
every k > 2. Hence, inserting for convenience the term ®(1/2)/N; and modifying the real constant
Cx,Trp in an appropriate way finally yields

. o(1/k)
X —X|rr <C .
e Y R



Now set for convenience vy, = ®(1/k), k > 1. Note that in case b = 0, the integrability condition
fol ©(€)/€d¢ < 400 implies Y v < +00. Consequently an upper-bound for the quantization rate
is given by the solution of the following optimal allocation problem

Ty < ; < >N > >
eer(X,LT)_CX7T7r7pmln{]§1Nk . ]};{)Nk N NQ _Nk_ _1}

m
= Cx,rrpmin{ Ny’“ +Y v, m>1, J[Ne<N, No>--- > Np_1>15 (2.10)
k=1 k=1 g>ma1 0<k<m—1

The rest of the proof follows the approach developed in [19] (Section 4.1, especially Lemma
4.2, Theorem 4.6 (i)-(i7i) and its proof) and [20]. However, one must be be aware that we had to
modify some notations.

Proposition 1 (See [19] for a proof) Assume vy, = ®(1/k), k > 1, where ®(z) = zp(x), ¢ :
(0,+00) is an non-decreasing, reqularly varying function at 0 with index b > 0 (with fol gp(ﬁ)% <
+o0o when b=10). Then

(Z) hmk Vk/]/k+1 = 1,
1

n n
i1) <H yk> ~ ey,
k=1

o0

(7i1) Z v +nvg ~cyp(l/n) wherec=1+1/bifb>0andc=1if b=0 and
k=n+1
. v g .
v =@ i b>0  and  v@)= [Te©F i b=0
Proof.
m —-1/m
Set m=m*(N)=max{m >1: Nmym(Hy]) >1;,
7j=1
m —1/m
and Ni_1 = Nj_1(N) := | Nwy, (H uj) >1, k=1,....m.
j=1
It follows from Proposition 1 (ii) that
log N
m=m*(N) ~ o8 as N — oo.
b+ 1
1
m Vg m m
Then, kz::lNkfl < r]?ax(l—i—l/Nk 1)mN~m (1;[ )
1
< 2mN7% H vj
j=1
< 2muy,.



Consequently using this time (i7¢) in Proposition 1

ZN:'“ + Y oy < Q(mvm+k>z+lw>
— O@(1/1og N))

so that R
X =Xz ||, = O((1/log N)).

CASE 2 (p < 1). One relies this time on the pseudo-triangular inequality
A T < A T A T
\f + 9l <Ifl; +lglz:

which follows from the elementary inequality (u + v)" < u” 4+ v".

27171 T
v _r " 2N
X = XIp < T80 = &0 + D0 | D0 (Gonen — &'t ean i
n>01 k=0 Ly

_r = -z N
- TG G TE TS e - BT

n>0
so that,
X =Xl I = X = XL (L

< Tl 5 _ “No |r Tlf— 2n N2"+k

= H |£0 50 | ||1 + Z Z |£2"+k 2”+k
n>0 1

1-Z _ ¢#Noyr 1-Z n(x—1)on _

S TUH G- GOl TR S 2 N [

o 1-z N, 1—-r nr

= TGP TR0 e - G

2.11
0<k<2n—1 ( )

= TUE -0+ TR ¥ max e - B
n>0
This inequality replaces (2.7). Then, one notes that
Eléyil? < 250707 (270D Tp(r/20))
= Cxp,,2 P (go(T/2"+1))p

so that

n>0 2"+1

R T2 (n+1)\r
X = Xl I} < Cxrryp ( DD A2 )

Then, set @(u) = (¢(u))", Ny = Nj and N := N”. One proceeds for || |X — )?]LTT | with these
“tilded” parameters like for || | X — X’\LTT ||l in the case p > 1.

Remarks. e ABOUT THE CASE p > r. When p > p > r, the (L"(IP), L? )-quantization problem
remains consistent. But there is a price to be paid for considering a p exponent greater than p.
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Thus, if ¢ in (L(, ) has regular variations with exponents b > 0 at 0 and if b + % — % > 0, the
same approach yields the rate

D=

1_
eN,r(X7 LI;) < CX,T,(S,T,p 90(1/10g N)(log N)T .

We do not know whether it comes from our approach or if it is the best possible universal rate.

e ABOUT LOWER BOUNDS. In several situations, when the assumption (L, ,) is optimal in terms
of mean regularity of a process, the upper-bound for the functional quantization rate turns out to
be the true rate. We have no general result in that direction so far since most lower bound results
rely on a different technology, namely the small ball deviation theory. Thus, in [14], a connection is
established between (functional) quantization and small ball deviation for Gaussian processes. In
particular this approach provides a method to derive a lower bound for the (L"(I?), L? ) quantization
rate from some upper bound for the small ball problem. A careful reading of the paper (see the
proof of Theorem 1.2 in [14]) shows that this small deviation lower bound holds for any unimodal
(w.r.t. 0) non zero process. To be precise: let p€ (0,00) and assume that PP, is L?-unimodal in
the following sense: there exists a real g > 0 such that

Vee LP, Vee (0,¢0], IP’(|X—3:|L1% §5)§P(|X|Lz% <e).
(For centered Gaussian processes this follows for p>1 from Anderson’s inequality). If
G(—log(P(|X|r <¢))) =Q(1/e) as —0

for some increasing unbounded function G : (0,00) — (0,00), then

Vre(0,00), Ve 1, eNyr(X,L’;):Q(m). (2.12)

3 Applications and examples

In this section, we give some examples which illustrate that the upper-bound derived from the
mean pathwise regularity may be optimal or not.

3.1 Application to It6 processes and d-dimensional diffusion processes

e Let W denote an R%valued standard Brownian motion defined on a probability space (€2, A, P)
and let (FV)ie0.7] denote its natural filtration (completed with all the P-negligible sets). Let X
be a 1-dimensional 1t6 process defined by

dXy = Gy dt + Hy.dWy, Xog=x0€ R

where (G)icpo,r] is a real-valued process and (Hy)icp] is an R?valued process, both assumed
(7Y )te[o,r]-progressively measurable. Assume there exists a real number p > 2 such that

sup E|Gy? + sup E|H¢|? < +oo. (3.13)
te[0,T) t€[0,T]

where | . | denotes any norm on R?. Then, it is classical background, see e.g. [4], that the @-Lipschitz
Assumption (L ,)(i) (i.e. (2.3)(7)) is satisfied with ¢(u) = cuz. Tt follows from Theorem 1

Vr, pe (0,p), ens (X, L) =0 ((logN)_l/Q) .

11



o Let X = (X',..., X% be an R%valued diffusion process defined by
dX; = b(t, X;)dt + o(t, X;)dW;,  Xo=x0€ R?
where b: [0,7] x R — R9, 5 : [0,T] x R? — M(d x ¢,R) are Borel functions satisfying
Vte[0,T], Ve RY,  |b(t,x)| + |lo(t,z)] < CQA +|z|)

and W is an R%valued standard Brownian motion(!). Then, every component X' is an Ité process
(with Gy = b'(t, Xy) and Hy := o*(t, X;)) for which Assumption (3.13) is satisfied for every p > 0
(see e.g. [4]). On the other hand, if (u',...,u?) denotes the canonical basis of R? and |.| denotes
any norm on R%, then for every p > 1 and every f := Sicica frut 1 [0,T] — R4,

d
|f|L§d([O,T},dt) < ; |f |L§|u .

Now, one can quantize each Itd process (Xf)tE[O,T], i=1,...,d using an (L", L? )-optimal quantizer
o of size [¥/N]. It is clear that the resulting product quantizer [[%; a® of size [/N]? < N
induces an (L", Lp,([0,T], dt))-quantization error O ((log N)_l/z) (see e.g. [21]). Combining these
obvious remarks finally yields

Vrp>0, e, (X,L8,(0,T],dt) = O ((log N)~1/2) .

In the “smooth” case H = 0, the regularity assumption (L, ,) is satisfied with ¢(u) = cu. One
gets the universal upper bound

Vr, pe (0,p), ex, (X, L2) = O((log N)™1).
Both rates are optimal as universal rates for p > 1 as can be seen from X = W and X = / . Ggds
0

t
with Gy = / (t— s)ﬁ_%dWS (8 > 0 and d = 1) respectively (see [14]).
0

As far as quantization rate is concerned, this extends to general d-dimensional diffusions a first
result obtained in [21] by stochastic calculus techniques for a more restricted class of Brownian
diffusions (which included 1-dimensional ones). This also extends (the upper bound part of the)
the result obtained in [7] for another class of (essentially 1-dimensional) Brownian diffusions. For
the class investigated in [21] it is shown that under an ellipticity assumption on o, this rate is
optimal in case r,p > 1. In [7], still with a (mild) ellipticity assumption, the rate is sharp for p > 1.
This leads us to conjecture that this rate is optimal for non too degenerate Brownian diffusions.

3.2 Application to fractional Brownian motion

The Fractional Brownian Motion W with Hurst constant H € (0, 1] is a Gaussian process satisfying
for every p > 0,

E Wi - WP =Cpylt — sl and (W )ocoer & (Wl o<s<-

So, using Theorem 1, we obtain ey, (WH, L?) = O((log N)~*) as an (L"(P),|. |2, )-quantization
rate for every r,p > 0. This rate is known to be optimal for p > 1: in fact a sharp rate
is established (see [20] when p = r = 2 or [8]) (i.e. the computation of the exact value of
limy N(log N)"e, (WH LP)).

IThe above assumption does not imply that such a diffusion process X exists. The existence holds as soon as b
and o are Lipschitz in  uniformly with respect to ¢t € [0, 7]

12



3.3 Stationary processes
Let X be a centered weakly (square integrable) stationary process. Then
E|X; — X, = E[X;—s — Xo|> = 2 Var(Xo)(1 — (|t — s|))
where ¢(t) denotes the correlation between X; and X(. Hence if
clu) =1 —ru** +o(u*) as u—0,

then the L"(P)-rate for L-quantization, 0 < p,r < 2, will be O((log(N))~*). If furthermore, X
is a Gaussian process (like the Ornstein-Uhlenbeck process with a = 1/2), then this O((log N)™%)
rate holds for any r, p > 0 since for every pe N*,

EIX, — X.JP = EIX,_, — Xol? = Cp(Var(Xo)(1 — ([t — 5[)))°/>.

3.4 Self-similar processes with stationary increments

Let X = (X¢)eo,r) be an H-self-similar process with stationary increments (H € (0,00)). Assume
X, € LP(P) for some p > 1. Then

E|X; — Xs|P = O,lt — s|H

for every s, t € [0,T]. Since X is stochastically continuous, it has a bi-measurable modification.
Then, Theorem 1 gives

Vr, pe (0,p), ens (X, LV) = O((logN)*H).
If, furthermore, X is a-stable, a€ (1,2), then X; € LP(IP) for every pe [1,a) so that
Vr,pe (0,a),  eny(X,L2)=0((log N)~).

This class of examples comprises e.g. the linear H-fractional a-motions with a€ (1,2), H € (0,1)
and the log-fractional a-stable motions with a€ (1,2), where H = 1/« (see [26], [10]).

3.5 Lévy processes: a first approach

A (cadlag) Lévy process X = (Xi)icr, — or Process with Stationary Independent Increments
(PSII) — is characterized by its so-called local characteristics appearing in the Lévy-Khintchine
formula (for an introduction to Lévy processes we refer to [2, 16, 25]. These characteristics depend
on the way the “big” jumps are truncated. We will adopt in the following the convention that the
truncation occurs at size 1. So that, for every t€ R,

E(e™Xt) = e7™®)  where  4(u) = —iua + 102u2 - / (e —1 — iurlyy<1y)v(dr)
2 R\{0} -

where a, 0 € R, v is a non-negative measure on R\ {0} such that v(2? A1) < 4+o00. The measure v
is called the Lévy measure of the process. One shows that a Lévy process is a compound Poisson

process if and only if v is a finite measure and has finite variation if and only if / |z|v(dx) <
{l|<1}
+o00. Furthermore

X € LP(P) if and only if / |z|Pv(dz) < +oo.
{l=[>1}
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We will extensively use the following Compensation Formula (see e.g. [2] p.7)

E> F(s, Xe—, AXs)Liax, 20y = E ds/ F(s, Xs_,&)v(df) (3.14)
5>0 Ry JR\{0}

where F : Ry x R? — R, is a Borel function. As concerns Assumption (2.3) note that the very
definition of a Lévy process implies that

E | X;— X =E | X¢—s|” and E sup |X;—XP=E sup |X,/f
s€[t,t+h] s€[0,h]

so that we may focus on the distribution of X; and Xj := sup,cjo4 |Xs|. Finally, note that it
follows from the usual symmetry principle (see [25]) that for any Lévy process, P(X} > u+v) <
P(|X¢| > u)/P(X; < v/2) so that E|X;|" and E|X/|" are simultaneously finite or infinite when
r > 0.

The following result is established in [22].
Lemma 2 (Millar’s Lemma) Assume o = 0. If there is a real number p € (0,2] such that

/ |z|Pv(dx) < 400, then there exists some real constants a,€ R and C, > 0 such that
R\{0}

Vt>0, E(sup |Xs—aps|p> < Cpt. (3.15)
s€[0,t]

Furthermore, one may set a, =0 if p > 1.

Hence, it follows as a consequence of Theorem 1 that
Vr, pe (0,p), ens(X,I2) =0 ((1ogN)*%). (3.16)
This follows from the following straightforward remark: let 3 C LP be an N-quantizer and let
§e LP (here £(t) = apt); then
with £+ 0 ={{+ [, fe B}

However rate (3.16) may be sub-optimal as illustrated below with a-stable processes and Poisson
processes. In Section 4 we establish two improvements of this rate under some natural hypothesis
(see Theorem 2 for a broad class of Lévy processes with an infinite Lévy measure and Proposition 3
for compound Poisson processes).

- —— 6B
11X = X7l = X +6) = (X +&) e ll,

e The a-stable processes The (strictly) a-stable processes are families of Lévy processes in-
dexed by a€ (0,2) satisfying a self-similarity property, namely

Vte Ry, X, A4Y°X,  and sup |Xs|r€t1/a sup | Xs|.
0<s<t 0<s<1

Furthermore,

sup{r : E(sup [X,[") <+oc}=a  and  E[Xi[* = +oo.
0<s<1

Consequently it follows from Theorem 1 applied with ¢(u) := uw that

oot
Vp, re (0,a), eny (X, LP) =0 ((logN)é> . (3.17)
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In the symmetric case, an a-stable process X being subordinated to a Brownian motion (X; =
W4, with A one-sided «/2-stable process) has a unimodal distribution by the Anderson inequality
(see further on Section 5.2 entirely devoted to subordinated Lévy processes). Plugging into (2.12)
the small deviation estimates established in [18] shows the rate optimality of our upper bound for
ey, When p > 1, i.e.

Vre (0,a), Ype [l,a), ey, (X,I2)~ (logN) =. (3.18)

e The I'-processes These are subordinators (non-decreasing Lévy processes) whose distribution
Py, at time t is a y(a, t)-distribution

th

Px,(dx) = T 1(0,00) () le % d.

So, easy computations show that for every p > 0,

E|X, [ = Lit+p) , Tl

= ~ t t— 0.
Tt +1) aer(n)’ = 7
Consequently it follows from Theorem 1 that
1
Vpe (0,+00), Vr € (0,p], ene(X, [2) =0 ————— |, Ve>0.
(log(N))» ™

e Compound Poisson processes from the mean regularity viewpoint One considers a
compound Poisson process

K
Xt = Z Uk‘a
k=1
where K = (Kjy);co,r] denotes a standard Poisson process with intensity A = 1 defined on a

probability space (€2, A,P) and (Uy)x>1 an i.i.d. sequence of random variables defined on the same
probability space, with Uy € LP(IP) for some p > 0. Then, standard computations show that,

K P K
E sup |> Uyl < EY U =t||U]" if0<p<l1, (3.19)
Oss<t|p—1 k=1
K p th=1Lp
E{Y Uk < U2 x [e* > o if p>1, (3.20)
k=1 E>1 :

Consequently, Assumption (2.3) is fulfilled with o(u) = cu’, b = 1/p, c positive real constant.
Theorem 2 then yields

Vr, pe (0, p), ens (X, LP) = O((logN)—l/p).

Note that when p < 2, this is a special case of (3.15). These rates are very far from optimality as
it will be seen further on (in Section 4 some faster rates are established by a completely different
approach based on the almost finite-dimensional feature of the paths of such elementary jump
processes). This will emphasize that the mean regularity of ¢t — X; does not always rule the
quantization rate.
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4 A quantization rate for general Lévy processes without Brown-
ian component

The aim of this section is to provide a general result for Lévy processes without Brownian compo-
nent, with a special attention paid to compound Poisson processe which appears as a critical case
of the main theorem. Before stating the main results, we need some further notations related to
Lévy processes. Set

0 := inf {9 >0 : lz|%v(dz) < +oo} € [0,2], (4.21)
{lz|<1}

r* = sup {r >0 : |z|"v(dx) < —i—OO} < 4o00. (4.22)

{l=z[>1}

The exponent 6 is known as the Blumenthal-Getoor index of X (and is often denoted 5(X) in the
literature). One defines on (0, c0) the tail function of the Lévy measure v : u — v(u) := v([—u, ul°).

Finally we set for every 0 > 0, £(t) := tz(té) and for every p > 0
1 1 2
Ap(t) = (£()2 + (£(t) 7 + (£(t) ? Loe (1 2urv()

where IV (1) =0 if = 1 and v(|z]) < 400 and IV (1) = {1} if 8 = 1 and v(|z]) = +oc.

Theorem 2 Let X = (Xt)te[o,T] be a Lévy process with Lévy measure v and without Brownian
component. Assume r*, 6 > 0.

(a) Assume € (0,2]\ {1}. If |z|%v(dz) < +oo (i.e. 8 holds as a minimum) or if the Lévy
{lzl<1}
measure satisfies
C
ElCE (0, 1], ElC > 0, 1{0<‘x‘§6}1/(d$) S |x|m]_{0<|$|§c}d$ (423)
then L
Vr,pe (0,0 A1), eny (X, L) = O((log N) 2). (4.24)

(b) Assume 6 € (0,2) \ {1}. If the tail function of the Lévy measure v has regular variation with
index —b at 0, then b = 0 and the function £ is slowly varying at 0. If furthermore, the functions

1
t — t2A,(t) are non-decreasing in a neighbourhood of 0, then
_1
Vr, pe (0,0 A7), en (X, L) =0 ((logN) QAp((logN)1)> , Vpe (rvp,b). (4.25)

(c) Assume 8 < r*. For every re [0,1*) and every p € (0,7],
en (X, L) = O((log N)~++7), ¥ > 0. (4.26)

(d) When 8 =1, if v is symmetric or v(|z|) < +oo then the above rates (4.24) and (4.25) are still

valid.

Remarks. e The conclusion in (a) remains valid for any 6 € (0, 2] satisfying / |z|%v(dx) <
{|l=|<1}
+00 or (4.23), not only for the Blumenthal-Getoor index. In particular, we obtain with =2,

).

=

Vr,pe (0,2 Ar"), eny (X, LP) = O((log N)~
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e When 6 € {1, 2}, some rates can also be derived (even when v is not symmetric and v(|z|) = +00)):
thus in item (a), if § = 1, one can show by adapting the proof of case 8 € (1,2) in Proposition 2
below that
log log N
log N ) ’
e In most natural settings, there is a dominating term in the definition of the function A,. Thus,

enr(X, LI;) =0 (

one may set in (4.25)

t—0"

1 2 .
A (H) = (L) Lgeapaviyy + (L) P 1 e ooy, When lm£(t) = +oo
g 2 when lim £(t) = 0.

e Note that this theorem provides no rate when § = 0 which is the case of an important class of
Lévy processes including compound Poisson processes. In fact for these processes the quantization
rate is not ruled by the mean regularity of their paths, as emphasized in Section 4.1.

e The proof of this theorem relies on Theorem 1, i.e. on the mean pathwise regularity of X, hence
the critical value @ for p cannot be overcome by such an approach since Assumption (L, ,) for
p > 0 would imply that X has a pathwise continuous modification by the Kolmogorov criterion.

ExXAMPLES. e Note that for a-stable processes, r* = 0 = «, v satisfies (4.23) and lim, 0 f(u) €
(0,00) so that both rates obtained from (4.24) and (4.25) coincide with that obtained in Section 3.5,
i.e. O((log N)_é). This rate is most likely optimal.

o Let 1/;79(dm) =k |z| 787 (= log |#]) "L (g 4 (|z|)dz, with 0 < ¢ <1, K >0, a > 0 if §€ (0,2), then
L(u) ~ Q‘_l_l(—log u)~® as u — 0. If a Lévy process X has 1/;,9 as a (symmetric) Lévy measure,
then r* = +o00 and

Vr,pe (0,8),  eny(X,LE)=0 ((logN) é(1059;1052;N)_%) .

Such a rate improves the one provided by (4.24)

o Let Vg,g(dx) = £ lz| 27 (= log |z])*L (¢ (|#])dz, £, a > 0,0 < c <1, 0€ (0,2). Then £(u) ~
6071 (—logu)® as u — 0. Note that yig does not satisfy (4.23). If a Lévy process X has V(f’Q as a
(symmetric) Lévy measure, then r* = 400 and

S

O ((1ogN) "2 (loglogN)Z7 ) , ne (0,0) if 0 <1

Vr, pe (0,8), eny (X, LP) =

IS

_ 20
O ((logN) 2(loglogN)¢-"), ne (0,0) if 6€ [1,2).
e Hyperbolic Lévy motions have been applied to option pricing in Finance (see [9]). These pro-
cesses are Lévy processes whose distribution Py, at time 1 is a symmetric (centered) hyperbolic
distribution

Px, = Ce %V H(x/“’)de, v,6 > 0.
Hyperbolic Lévy processes are martingales with no Brownian component, satisfy r* = +o00. Their
symmetric Lévy measure has a Lebesgue density that behaves like C 272 as 2 — 0 (so that (4.23)
is satisfied with § = 1). Hence one obtains for every r, p€ (0,1),

eny (X, LP) = O((log N)™1)
and, for every r > 1 and every p € (0,7], en(X, LY ) = O((log N)7%+’7), n > 0.

The proof of this theorem is divided in several steps and is deferred to Section 4.3. The reason
is that it relies on the decomposition of X as the sum of a “bounded” jump and a “big” jump Lévy
processes which are treated successively in the following two sections.
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4.1 Lévy processes with bounded jumps

We consider in this section a Lévy process X without Brownian component (¢ = 0), with jumps
bounded by a real constant ¢ > 0. This means in term of the Lévy measure v of X that

v([—c, ) = 0. (4.27)

Then for every p > 0 and every t > 0, X; € L(P) i.e. r* = +o00. In Proposition 2 below we
establish Theorem 2 in that setting.

Proposition 2 Let (X;)icjo,7) be a Lévy process satisfying (4.27) and 8 > 0. Then claims (a)-(b)-
(¢)-(d) in Theorem 2 hold true with r* = co.

Proof. The proof of this proposition is decomposed into several steps. We consider 6 as defined
in Theorem 1. Note that in the present setting § = inf{6 > 0 : [|z|’v(dz) < +oo} and that
[|z|?v(dx) < +oo for every 6 > f. The starting idea is to part the “small” and the “big” jumps

1
of X in a non homogeneous way with respect to the function s — s2. We will inspect successively
the cases f€ (0,1) (or @ =1 holds as a minimum) and 6 € [1,2].

STEP 1 (Decompositions of X): When #€ (0,1) or § = 1 holds as a minimum, then
E| 3 AXJ<E Y |AX|= Tﬁx\u(dm) < +00
0<s<T 0<s<T

consequently X P-a.s. has finite variation and one can decompose X as

Xi=£t)+ ) AX.. (4.28)

0<s<t

where £(t) = at is a linear function.
Assume now g€ [1,2]. One may decompose X as follows

X, = &)+ x?+m? (4.29)
with () = tE(Xy),
t
x® = AX,1 1 —/ds/ 1 zv(dx).
t O<Zs§t {|AXs|>s2} 0 {s2 <|z|<c}

Note that X (@ has finite variations on [0, T] since
t
/ds/ 1 |zv(dz) = / lz|(Jz|% A t)v(dx) < / |z|* Ty (dz) < 4-oc0.
0 J{sP<lo<c} {lz|<c} {lz|<c}

Both X@ and M®@ are martingales with (non-homogeneous) independent increments. Their in-
creasing predictable “bracket” processes are given by

. t
<XO>,= /ds/ , 2lu(de) and <M®>,= /dS/ 1 2?v(de).
0 Hla|>s?} 0 J{jz|<s?}

We may consider from now on the (supremum process of the) Lévy process
X, =X, —£(t) (4.30)

where ¢ is the the linear function defined by (4.28) and (4.29) respectively. Since the linear function
§ lies in LP, it does not affect the quantization rate which is invariant by translation.

STEP 2 (Increments estimates in LP(IP)) : In this step we evaluate supp<,<; |X,|in LP(P), pe (0,2].
Throughout this step, letter ¢ comes from (4.27).
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Lemma 3 (a) Assume 6€ (0,1) or =1 holds as a minimum. For every p€ (0,1] and t€ [0,T],

_ LI
E ( Sup|X3|p> < C, ((/ds/ 1 v (dx) ) +/ds/ 1 |x|Pv(dx)
0<s<t {lz|<s2} 0 Jsl<|z|<c}
P
/du/ 1 xu (dx) ) . (4.31)
{|lz|<ul}

(b) Assume @€ [1,2]. For every pe (0,2] and every te [0,T],

/4
~ t 2 t
E Xl < © /d/ e +/d/l z|Pv(dx
(02215’ ‘) B p(( 0" {lesﬁ}x 4 x)> 0" {s§<\x\§c}‘ fFode)
(/ds/ x21/dm>)+sup /du/ zv(dx)
{s2<|z|<c} 0<s<t {u? <|z|<c}

Proof: (a) Then X is a pure jump process (with finite variations). Using p € (0,1] and Doob’s
inequality yield

+ sup
0<s<t

’ (4.32)

E sup | X,/ < Esu AX,1 P+ IE sup AX,1 L
0§32t| « 0§32t|0§§s {|AX,|<u 9}| 0<s<t|0<zu<s {|AX1L\>u6}|
2\ 2
< E sup AX,1 1 +E |AX|P1 1
0<s<t (OSZUS ' {|Axu|3u€}) O;SSt T IAX >0y
2\ 2
< C E sup AX,1 /du/ lxudw
P osexe (ngu:g (1AX.|<u?) {lal<ul}
L t
+ sup /du/ 1 :cy +/ds/ 1 |:c|pl/(dx)>
0<s<t {|lz|<u?} {s2<|z|<c}
<

((/ds/ 1:61/dac> + sup /du/ 1£CV
{lz|<s2} 0<s<t {|lz|<ul}

(b) It follows from Doob’s inequality (and 0 < p/2 < 1)

P t
+/ds/ 1 |ﬂ:|pu(dm)> .
0 J{sf<[z|<c}

E<sup rMs@\p) < [E up (MO)?
0<s<t 0<s<t

On the other hand, since p€ (0,2], on has

A

sup [XOp < C, Z ]AXS\gl 1 + sup /du/ zv(dx)
0<s<t 0<s<t {|AXs|>s2} 0<s<t {ul<|z|<c}

C AX,|%1 /ds/ 1 |z|2v(d) </ds/ ]w?udw))
’ (O;Kt’ {‘AXS\>59} {lz|>s%} \x\>59}
p
/du/ zv(dx) ) .
{ul <|z|<c}
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Hence, using again Doob’s inequality

E sup |x© ]p<C (/ds/ 1 |z|Pv(dz)+ ( ds/ 1 || 0( dx) + sup
0<s<t {s2 <|z|<c} {s? <|z|<c} 0<s<t

Lemma 4 (First extended Millar’s Lemma) (a) Assume § € (0,2] \ {1}. If the Lévy measure
satisfies Assumption (4.23) then

Vpe (0,0), Vte [0,7], E sup |X,° < C,th, (4.33)
0<s<t

(b)Assume € (0,2) \ {1} and that the function u +— v(u) has regular variation with index —b at 0.
Then b= 0 and, for every pe (0,0), there exists T, € (0,T)] such that

vt 0,7,), E sup | X’ < C,(tEA, (1)) (4.34)

0<s<t
(c) When 0 = 1, the above upper-bounds still hold provided v is symmetric or v(|x|) < +o0.

Proof: (a) On just needs to investigate all the integrals appearing in the right hand side of
Inequalities (4.31) and (4.32) in Lemma 3. Let p€ (0,6) and let t€ [0,c? A T]. Then, if € (0,2),

t t t 2 2
/ds/ 1 z?v(dr) < C/ ds/ 1 |x|lfgdx < C/ s s = ote
0 {0<|z|<s8} 0 {0<|z|<s2} 0

where the real constant C' comes from (4.23). If § = 2,

t
/ds/ 1 22u(dr) S/ 1‘2V(d.%')t=/ 1‘2V(dl')t%.
0 {0<|z|<s8} —ec,c] —c,c]

Then, still for for every t€ [0,c? A T],

-1 C t L_q L
/ds/ z|Pv(dx) <C/ds/ |z|P~¢ dmg—/sﬁ ds = Cte.
{s¢ <|$|<C} {s?<|z|<c} 0—pJo

When 6 € (0,1),

1
/du/ 1xy (dx) /ds/ |z|v(dx) <C/ ¢ t°.
{la|<u?} {lal<st) g 1-¢

When 0 =1 and [ |z|v(dz) < +o0, then this term is trivially upper-bounded by ¢ [ |z|v(dz). It is
0 when v is symmetric. Similarly when 6 € (1, 2], still for for every ¢t € [0, c? AT,
sup

/du/ zv(dx) /ds/ 1 |z|v(de) <C/
0<s<t {ul<|z|<c} {lz|>s2}

t
/ds/ : || v (dz) gc/ds/ f 2|58 1dy < CB
{sf<|z[<c} 0 {sl<|z|<c} 60— %

0<s<t

ol

s:

C
0—1

t oo g 2
/ s% “ds=Ct%.
0
One derives from (4.31) and (4.32) that there exists a positive real constant C, such that

Ve [0,c2AT], K sup [Xf < Cpti.
0<s<t
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/du/ zv(dx)
{ul <|z|<c}

0



The inequality holds for every t € [0,7T] by simply adjusting the constant C,.

(b) The fact that b = @ was first established in [5]. We provide below a short proof, on the way to our
main result, for the reader’s convenience. It follows from Theorem 1.4.1 in [3] that v(u) = u="4(u)
where ¢ is a (non-negative) slowly varying function. Consequently, one clearly has that, for every
p >0 and every u > 0

W) < / l|Pu(dx).
{Jol>u}

Now, the left hand side of the above inequality goes to co as u — 0 as soon as p < b since ¢ has
slow variations (see Proposition 1.3.6 in [3]). Consequently p < 6. Letting 6 go to b implies that
b<4.

We will make use of the following easy equality which follows from the very definition of v: for
every non-negative Borel function f: R, — R,

/flxl (dz) /f )dy(z (4.35)

In particular, for every z € (0, ¢| and every a > 0,

/{|UZJ1} [ul*v(du) = — /x u®du(u)

Assume b < . Then, it follows from Theorem 1.6.4 in [3] that for every a€ (b,0),

/ udy(u) ~ 2 E - zv(z) = ; f - 2% @x) -0 as x—0,

since ¢ is slowly varying. This contradicts [ |u|*v(du) = +oo. Consequently b = 6.
Now, Theorem 1.6.5 in [3] implies that for any a > 6

6
lul®v(du) = —/ w'dy(u) ~ ——z%(z) as x —0.
/{u|§x} (0,x] a—0

Since § # 2,this yields

which in turn implies that

/ dS/{|m|<sé}$ v dﬁ) 5 ﬁ 9 82 Z(Sé)ds as  t— 0.

1
The function s — p(s?) has regular variation (at 0) with index —1, hence Theorem 1.6.1 in [3]
implies

t 2 1
/ ds/ 1 2Pu(dr) ~ C’gtEHZ(tE) as t—0.
0 {

|z|<s2}

</ /{|m|<sé}x v dx)>_ ~ Cho ( é(ﬁ( ))%)p as t—0. (4.36)

When € (0,1) and pe (0,8), the same approach leads to

/du/ 1 av(dx) /ds/ 1 |x|v(dz) ~ é£() as t—0.
{lz|<u?} {lz|<s%}
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0<s<t




Then, it follows from Theorem 1.6.4 in [3] that, for every pe (0,80),

/ 1 |z|Pv(dx) = —/1 xPdy(z) ~ g sél/(sé) as s—0
{sZ<z|<c} 52 0 —

IODI»—‘

t 9 t p 1 1 P
so that / / , elP(da) ~ =2 [ sEu(s)ds ~ C,y < (g(t))p> as 10,
0 J{s&<|z|<c} 6

0—p
Similarly (by formally setting p = 1 in the former Equation) one shows that if § € (1, 2],

/ du/ zv(dr)
u9<\x\<c}

Finally, one shows similarly for the last term in (4.32) that when pe€ (0,8),

</0t /Sé§|$|§c} ’m‘gy(dm)>2 ~Cpo (té(ﬁ(t))

Plugging these estimates in (4.31) and (4.32) and noting that, by Young’s inequality,

sup
0<s<t

/ds/ elu(de) ~ Cytil(t)  as t—0. (4.37)
39<|m|<c}

© o

p
) as t— 0.

(1) < Cy ((L))F + (L) P Lppery + (L) Licpery )

finally yields that X satisfies Assumption (L, ,) with the announced function ¢,.
(¢) When v is symmetric (and 0 € (1,2]), for every se [0,T],

/ du/ 1 zv(dr) =0
0 ul <|z|<c}

so that the condition § # 1 induced by (4.37) is no longer necessary. Similarly, when @€ (0, 1],

Sdu/ 1 oav(dr) =0. o
/0 {lz|<ul}

STEP 3 (Higher moments and end of the proof): Claims (a), when € holds as a minimum, and (c),
when r < 2, stralghtforwardly follow from Millar’s Inequahty (3.15) by applying Theorem 1 to the

function ¢(u) = u? with p = @ for item (a) and ¢(u) = wr with pe (r,2] for item (c).
Claim (a) when Assumption (4.23) is fulfilled follows from Lemma 4(a) and Theorem 1 applied
1

with the function ¢(u) = 2. Finally item (b) follows from Lemma 4(b) and Theorem 1.

Item (d) follows from Lemma 4(c) and Theorem 1. At this stage it remains to prove Item (c)
when r > 2. This follows (when r > 2) from the extension of Millar’s upper-bound established in
the lemma below.

Lemma 5 (Second Extended Millar’s Lemma) Let (X¢).ejo,r) be a Lévy process without Brownian
part such that v([—c,c]®) = 0. For every p > 2, there exists a real constant C, 7 > 0 such that

Vte 0,77, E( sup |Xs|°) <Cprt.
0<s<t

Proof. One considers again X, = X; — tEX; which is a martingale Lévy process. Let k, :=

max{l : 2! < p}. For every k =1,...,k,, one defines the martingales
= 3 jax —t/|x|2 (dz).
0<s<t
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The key of the proof is to apply the B.D.G. Inequality in cascade. It follows from the B.D.G.
Inequality that

N

p/2
E sup |X,? < O,E ( > (AXS)2)
0<s<t 0<s<t

C, (E (Nt(l))p/2 + (t/xZV(dx))p/2> .

Now, for every ke {1,...,k, — 1}, still using the B.D.G. Inequality yields

p/2 1
k
E( t(k))p/Q < pkE ( Z |A‘< |2k+1>

IN

0<s<t

. 1 /2k+1
< Cp,k; (]E (N(kJrl ( /| |2 + ) ) .

Finally, one gets

K, /2 p/2ket1
E sup |X,” < G, (t/\x!Qky(dx)) —i—E( > \AXSIQICPH)
Oss<t k=1 0<s<t
kp p/2F
< ¢, Z( /|x|2 dw> LE Y |AXS|P)
k=1 0<s<t
kp p/2F
e Z( /|x|2 dw> +t/|x|pu(dac)> .

since p/2k 1 < 1. The conclusion follows from the fact that t#/2" = o(t). o

4.2 Compound Poisson process

In this section we consider a compound Poisson process (X;); defined by

Xt = Z Unl{SnS)\T}a t Z 0.

n>1

where S, = Z1 + -+ + Zy, (Zp)n>1 is an ii.d. sequence of &rp(1) distributed random variables,
(Un)n>1 is an i.i.d. sequence of random variables, independent of (Z,,),>1 with Uy € L?, p > 0 and
A > 0 is the the jump intensity. For convenience we also introduce the underlying standard Poisson
process (Ki)i>o defined by

Kt = Zl{sng)\T}, tZO
n>1

so that (with the convention that Y 3 = 0)

Ky
=> U (4.38)
k=1
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Proposition 3 Let X be a compound Poisson process. Then for every p,re€ (0,7*), p <,

Ve>0, exp(X,L?) =0 <exp <—\/ﬁ\/log(N) 1og2(N)>> L (4.39)

Furthermore when X is a standard Poisson process, then, one can replace p+1+¢ by p+e in (4.39).
Remarks. e Note that (4.39) implies that
Va>0, en (X, LP) = o((log N)™%).

e In fact the rate obtained in the above proposition holds as soon as X has the form (4.38) where
(Zy,) is as above and (Uy,) is L"(IP)-bounded for every r < r*, independent of (Z,)n>1.

Proof. We divide the proof in two steps, one is devoted to the standard Poisson process, the second
one to the general case. We will assume that r* > 1 throughout the proof so that, so that as it
was already emphasized in the proof of Theorem 1 we may assume without loss of generality that
r, p€ (0,7*) N [1,400). The case r* < 1 is left to the reader but can be treated by replacing the
“riangular” Minkowski inequality by the pseudo-triangular inequalities |f + gli;% <|f ]i;% + | g!i;%
and [[U + V[T < [U[I7+[[VI]}-

STEP 1 (Standard case): One quantizes the standard Poisson K in a very natural way by setting

Kpo=Y g onp 120,
n>1

with

~ —a,

Sn =8, ,
where a,, = o/, U{\T'}, o, is an L™ -optimal (N,, — 1)-quantization of S¥ := Snl{s,<xryand r’ = 2.
Furthermore, one assume that the sequence (N,) is non-increasing and satisfies [[,, N, < N (so
that N, = 1 for large enough n). Then, for every p > 1, it follows from the (extended) Minkowski
inequality

K — Klp < ; Lisu<ny = Lig,<nylrz
nz

Now

T
p _ ~
Lsaany =Lz ol = /0 Lisu<ny = Lig, <oyt

~

1 ~ 1
= 150 AT) = 80 A (D) = 5 IS0 A (AT) = S.

Now {S, > AT} C {8, = AT} since max a,, = AT. On the other hand S, = Siron {8, < \T'}
so that

S0 A (AT) = S| = |Sn A (AT) = Sullqs,<nry = ST — S¥|1is, <xry < ST — S4.

Also note that when N,, =1, §,, = AT so that |S,, A (AT) — S| = (A\T — S,,);. Consequently, for
every 7 > 1,

HE = Klgell, < 32 Igsueny = 1g,aaglezll
n>1
1 1
< 1 Z H Sp A (AT) - Sn”f’
AP p>1
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>~
T

_<Z ISt — S ||”+ > T~ S,) +H>

n,Np>2 n,Np=1

1

< = > ISy - se” ||P+ > AT = Sy) +H
AP\ N, >2 n,Np=1

The extended Pierce Lemma (Lemma 1) yields that, for every n > 1 such that N,, > 2, for every
0 >0,

/

—a, 3
||szr - szr H,J < HSZTH,A/_H;/I,CT,I),(S |Nn - 1| !

2(|Sn1is, <7yl rs Crops Ny
p

IN

Set =1 +6/p =" so that up = r + 4.
P

— 1 1
HE =Kzl < Cors—r | D HSnl{sngAT}H[Z T+ Y AT =Sy +H”
P \n,Np>2 NP n,Np=1

n>1 NP

< CppsT? (Z (P(S, < AT))r 11) . (4.40)

Now, standard computations show that

]P)({Sn < )\T}) = 7(1)\31)” /01 un—le—ATudu < ()\L')n

n!
Hence, setting A = ()\T)ﬁ, yields

L _ (D) A"

(B(S, < ATy < DD o AT
(nl)me (n!)we
Set for every x > 0, a(x) := —A* __ This function reaches a unique maximum at some o > 0
[(x+1) kP

and then decreases to 0 as z — co. We modify the function a by setting ag(x) := a(x) V a(zg) so
that the function ag becomes non-increasing and log-concave since I' is log-convex. Now let

an = ap(n), n > 1.

Finally, the quantization problem (4.40) for the standard Poisson K is “upper-bounded” by the
following optimal integral “bit allocation” problem

min{ 3° “T"/ N>, [[Na<NG. (4.41)
a1 Na'? n>1
Then let m > 2xg + 1 be a temporarily fixed integer. We set for N > 1,
P N
Nn:[a"—ﬁl, 1<n<m, N,=1, n>m-+1.
(ngkgm a)m

The sequence N,,,1 < n < m, is nonincreasing. This will ensure that

N, > 1, 1<n<m.
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We wish to choose m as a function of N so that
1
amNPLm > H Qg .
1<k<m
Using log-concavity, this is clearly satisfies provided
L
am NP > ap((m+1)/2) =a((m+1)/2) (4.42)

(since (m +1)/2 > xg). Inequality (4.42) reads by taking log, to

m—1

1 1
log A+ —1log N > — (log(I'(m + 1)) — log(I'(1 + (m + 1)/2)) . (4.43)
pm Hp
We will make use of the following classical inequalities: for every t > 1/12,
0 <log(T'(t+1)) —log(v2r) — (t+1/2)logt +t <1

Then, after some easy computations, one shows that Inequality (4.43) is satisfied as soon as

m—1

1 1 1 5
logA+ —logN > — <mlogm—m ——10gm+—).
pm up \ 2 8 2 2

If one sets (this is probably optimal)

m=m(N) := [2 logN—‘

MlogQ N

then the above inequality is satisfied as well as m(N) > 2z + 1, for every large enough N, provided
that one increases the value of A. With N, and m settled as above and using that z < 2 for

[]

every x > 1, one gets

m
a 1 _L
Z T <2rmN PM(H ap)/™ + Z an
n>1 NP k=1 n>m+1

On the one hand, N,, > 1 reads

m

1
N™om (T a)V/™ < am.

k=1
On the other hand the log-concavity, the monotony of the function a over [xg+ 1,00) (and the fact
that @’ is non zero) imply that

a(zp+1)

m Ay — O(m am)

(this follows from a straightforward adaptation of the proof of Proposition 4.4 in [19] to which we
refer for details).

Am
Mmay = mMm T

(m!) e

1
< exp (——mlogm—i—O(m))
up
1 logs N
< Coxp (-~ \ulog Nlog, N (140 (122201 144
p (= mlog Nlogy log, N (4.44)

26




Note that p\/p = \/p-pit = +/(r + )p. Finally this yields in particular that for every ¢ > 0,

—~ 1
| 1K —K|L§||r =0 <9XP (—\/ﬁ\/logNlogQ N)) :

STEP 2 (Compound case): Starting from Equation (4.38), it is natural to quantize (X;) by setting
Xi=> U
k=1
where K is a N (_quantization of the standard Poisson process K as described in Step 1 and, for
every n > 1, U, is an L"-optimal N,(LQ)—quantization of U, with 1 < N1(2) X oo X N,(LQ) . < N@
and NON® < N. Then, setting f(\tU = ZkK:tl Uy and KV := ZkK:tl Uy, one gets

IKY =KV < Y |Ukl s, anry = Lig, capy e

n>1
~ 1 ~ _ 1
so that X =Kl < = MOl NISn AAT) = S A (XTI
P n>1

su n ﬁn T g
_ et Wl 5~ y6 4 (1) - §, A (V)|
P n>1

R3S =

where we used the fact that the sequences (U,) and (S,) being independent, so are (Uy,) and (S,,).
Using
. . ~ N
1Unll, < (1Un = Unll, + U, = [IUx = U™ I, + [1U1]l,

shows that sup,,>q ”ﬁnHr < +o0. Hence, it follows from Step 1 that, for every ¢ < \/%,

1 = BV, = O (exp (~cy/log(V ) logs (VD)) ).

~

On the other hand, with obvious notations, and using that (U, — U,,) and (S,,) are independent

X~ KO0, = 1EY O,
< U= Ul I gsu<rylez Il
n>1
1 . 1
= Y _Un = Unll, [I(AT = Sn)+]I%
P n>1
1 n
1 o (T)rtr
< =D MU= Unll,~—7
AP p>1 (nh)7
. Vak:
< O U - T, B2
n>1 (nh)7

Now, it follows from the (extended) Pierce Lemma that

o (AT~
NEY KO, < Cm, Y -2
b 1 g(n!ﬁNr&”

= O (exp (—%\/log(]v(?)) logQ(N(Q)))) .
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The rate follows from the resolution of the optimal bit allocation problem (4.41) obtained by setting
formally up = r and p = 1. Then, note that, on the one hand

X = Xz Ml < 11X = K g ll, + 1KY = KV |,
and on the other hand

— ~ A (2)
U N
K/ =Y U1 _
o] (8Nn” <Aty

can take at most
[T VYNNG < NU x N < N

n>1

rc2 1
values. Let ¢ < \/%. Setting N = [NT+?], N?) = [NT+?] yields a rate

11X = X[z ], =0 <exp (—ﬁwag(m 1og2<N>))

i.e.

Ve >0, [ X’L’%”T =0 (exp (‘\/ﬁ\/bg(]\[) 10g2(N)>> : ¢

4.3 Proof of Theorem 2

Any Lévy process X can be decomposed as the sum X = X1 + X@ of two (independent) Lévy
processes, one having bounded jumps and one being a compound Poisson process — according to
the decomposition of its Lévy measure

v(dz) = v (de)+v® (dz)  with vV (dz) := 14jz<1yv(dx) and v (dz) = 1jz>13v(dr). (4.45)
Assume r* > 1. Then, it is clear that, for every r,pe (0,r*)
en (X, L8) < Crpreyxps (X, L1) < Crprlepmy (XY, L) + ey o (XPLLT) - (4.46)

where =7V pV 1. Now, it follows from Proposition 3 that eNJ/(X(Q),L;/) =o(en, (X(l),L;/)) S0
that
eny (X, LP) < C;’,p,Te[\/N]W/(X(l)a L7).

Now, using that £ has slow variations at 0, one derives that
eryn (XY L) = O(en (XM, LT)).
Proposition 2 completes the proof of Theorem 2. When r* < 1, one uses
en (X, LR < Cp ey e o (X0 L) < Clpr(eymy (XD L) + €y (XD, L)),

with ' =7V p < 1 (based on the pseudo-triangular inequality satisfied by L*-pseudo-norms when
s < 1). S
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5 Further results for Lévy processes

5.1 An exact rate for Lévy processes with a Brownian component

In that case the quantization rate of the Brownian motion rules the global rate of convergence.

Proposition 4 Let X be a Lévy process with a non-vanishing Brownian component. Let r* =
r*(X) defined by (4.22). Then

Vr,pe (0,7 A2),  eny(X,IP) =O((log N)"%).

and
Vr, pe (0,+00), enr(X, L’T’) = Q(eNm(VV, L’;)).

In particular, ¥r € (0,+00), Vpe [1,+00), enr(X, LV ) = Q((log N)*%),
Proof. One can decompose X as
X=cW+XxU4xO

where X®, i = 1,2, have v() as Lévy measure as defined in (4.45) in the above proof of Theorem 2.
Then, if r* > 1 and r, p€ (0,7* A 2), one easily checks that, for every N > 1,

eN,T/ (X’ Lz;") S e[?/ﬁ]S”‘/ (X’ L;)
/ 1 / 2 ’
< e[%]m/(cT/V, L)+ e[%]’T/(X( ),L;) + e[?/ﬁ],T/(X( ),L;).

where 7' =7V pV 1. Tt follows from Proposition 3 (see remark right below) that e . (X, L;/) =
o(en (W, L;/)). Now, [\ (0} 220 (dx) < 400 hence, by Millar’s Lemma,

E sup | X2 <Ot
s€[0,t]

Then one easily derives from (3.16) (or directly from Theorem 1) that e , (x™, L;’) = O((log N)_%).

This yields the announced upper bound since e, (W, L;l) = O((log N )_%) If r* <1, one proceeds
as above using the pseudo-triangular inequality for L*-pseudo-norms (with =7V p < 1).

As concerns the lower bound, note that if Y and Z are L -valued independent random vectors,
for every r, p > 0

Y+Z L)) = inf Emin|Y —z—a|7»P,(d
(en, (Y + Z,LF)) acL?’g\lrd(a)SN rglelgl z a\L;% ,(dz)
> / inf Emin|Y — 2z —al}» P, (dz)
L aCLf, card(@)<N o€« T

= (en, (Y, L3))

so that
ex, (V4 Z,18) > max (e, (Y, L2), ey (2, 12)).

,T

This holds true by induction to any finite sum of independent random variables. In particular

e

(X.I2) > ey, (W, I2) = cey (W, I2).

N,r

This completes the proof.
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5.2 Subordinated Lévy processes
We consider now subordination of the Brownian motion i.e. Lévy processes of the form
Xt - I/VvAt7 t 2 O,

where W denotes a standard Brownian motion and A a subordinator independent of W. A
subordinator is a non-decreasing Lévy process (hence non negative). What follows is borrowed
from [1]. TIts Lévy-Khintchine characteristics (a,0?,v,) satisfy 02 = 0 and v, ((—00,0)) = 0 and
fol zv,(dr) < 400 and v :=a — fol zv,(dz) > 0 (so that §(A) < 1). Consequently a subordinator
reads

Ap=7t+Y AA, t>0.

s<t
Its Laplace transform is given by E e %4t = ¢=*®(®) with, for every u > 0,
+00 +oo
O (u) =yu+ / (1I—-—e"y,(de) =~vyu+ u/ e "y, (v)dx (5.47)
0 0
where v, (z) = v, ((2, +00)) denotes the tail of the Lévy measure v, and lim ——= =+. Further-

u—-+o00 U
more, for every t > 0 and ue R,

. u2 2 +00 u2
E(e¥) = E(e™54) = exp <—%v - [Ta-eEy, <dw>>
0
so that one easily derives that
()= [ BUWEZ)w, ()

(with Z ~ N(0;1)) and that X has a Brownian component if and only if v > 0 (see also [25], p.
198).
The small deviation of subordinator has been deeply investigated in [18]: it is established that

i)
if lim inf ﬂ > 0, then
u—+oo logu

Vpe [l,+0), —log(IP’(]X\Lz% <eg)) = d(e?) as ¢ —0. (5.48)

These processes preserve a Gaussian feature which will be the key to estimate their quantization
rate: they satisfy the Anderson inequality as briefly recalled in the lemma below.

Lemma 6 A subordinated Lévy process is unimodal for every LP -norm for every pe [1,400). The
result still holds if one replaces W by any e.g. pathwise continuous centered Gaussian process (like
e.g. the fractional Brownian motion, etc).

Proof. Using that A and W are independent it suffices to show that for every non decreasing
function a : [0,7] — [0, a(T')], a(0) = 0, and every x€ L?,

T T
P (/ Wags) — 2(s)Pds < gp> <P (/ (W Pds < gp> o> 0.
0 0

It is clear that (W, ))icio,7] 18 a centered (bi-measurable) Gaussian process and has sample paths
in LP a.s.. Hence (W) )eo,r) can be seen as an LP-valued centered Gaussian random vector and
the assertion follows from Anderson Inequality. ¢

Now, we make the connection between Blumenthal-Getoor indexes of X and A (and between
the finiteness of moments).
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Lemma 7 0(X) =260(A) and r*(X) = 2r*(A).

(S

Proof. As a consequence of the expression for v, , one checks that for every 6 ¢ (0, 2],
2 d
e e = [ b to(u)(du).
{u>0}

/{Imlsl} |2y (dx) = /u Jon

where ¢y satisfies: fg(u) >0 when v >0 and lim,_.o lg(u) =Cp € (0,400). Hence the first equality.
As concerns the second one, r*(X) coincides with the (absolute) moments of X, it is obvious that

/{Iyél/\/ﬁ}

E(1X:") =E(W,, ") = E(AF").
Consequently E(|X;|") < +oo iff E(A?") < +o0 so that r*(X) = 2r*(4). ¢

As concerns upper bounds, we cannot apply Theorem 2 since a subordinated Lévy process may
have a Brownian component. So we need to go back to Theorem 1.

Proposition 5 (a) If v > 0,

NI

Vr, pe (0,7 (X)A2)), e

).

(b) If 9(A)€ (0,1), v = 0 and v, (dx)Ljgcr<y < 01{0<x§n}% for some real constants c¢,n > 0,
then

(X, L2) = O((log N)~

N,r

1

Vr,pe (0,0(X) Ar™(X)), ey, (X L) = O((log N) 239).

N,r
Proof. (a) follows from Proposition 4 since X has a Brownian component.

(b) Let p < 2(8(A) A7*(A)). First note that E(|X;|?) = IEﬂAtg < Ct@%, p < 2(0(A) ANr*(A)) =
0(X) Ar*(X) (by Lemma 4 applied to A). Then, the result follows from Theorem 1.

The following lower bounds follows from Lemma 6 and Inequality (2.12) (see Remark right after
Theorem 1). The main point to be noticed is that the obtained upper and lower bounds match,
providing an exact quantization rate for subordinated Lévy processes.

Proposition 6 (a) If v > 0,

[N

Vre (0,400), Vpe [1,+00), eN’r(X,LI;) =Q((log N)"2).
() If v =0, 8(A) > 0 and ligcp<yyv,(dz) > Clm«&ﬂ% for some real constants ¢, n > 0,
then

1

Vre (0,400), Vpe [, +00), ey (X,L7) = Q((log N) &X).

Proof. (a) follows from Proposition 4 since X has a Brownian component.
(b) It follows from the assumption made on v, that v, (z) > ¢ [/ €707 1d¢ > ka2 for z€ (0,1/2].
Hence it follows from (5.47) that

/2 o [“1? 0 /0

O(u) > cu/ e "y, (rv)dr = cu—/ e Yy >dy > du

0 0
for large enough u (with an appropriate real constant ¢ > 0). One concludes by combining (2.12)
and (5.48) since X is strongly unimodal. ¢

EXAMPLES. e If A is a tempered a-stable process with Lévy measure

2%

R )

2z~ @) exp <—%5§> 1(0,00) (7)dz,
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with a€ (0,1), 6 > 0, v =0, so that 8(A) = o and 7*(A) + oo. Then, one gets

Vre (0,2a), Vpe [1,20), ey, (X, 1)~ (log N) .

e Assume §(A) € (0,1) and that the function ® is regularly varying at co with index a € (0,1) such

that

O(x) ~ cax®(log(x))° T — 00

for some real constant ¢ > 0. Since : alpha < 1, we have v = 0. Then

(see

for large enough = > 0. Then ¥ o ®(z) ~ c¢\/T as z — oo so that ¥ o ®(1/e?) ~ ce™

'l —ay(z) ~®(1/z) as x — 0.

[1]) so that v is regularly varying at zero with index —«. By Theorem 2, §(A) = a. Set

c

_1 __c
\Il(g[j) = 2004 (log CC) 20(A)

Lase — 0.

Thus

1 __c
Vi > 0,Ype [1,+00), e, (X, I2) =9 <(log N) T (log log N) 22(A>>

On the other hand, by Lemma 4 and Remark below Theorem 1, in case ¢ > 0,

2 Ay
EA? <Ct ™ " (=logt)’, p/2<B(A)Ar*(A)

so that

Vi, pe (0,0(X)Ar*(X)), ey, (X,I2) =0 ((log N)" T (log 1ogN)%) L p < O(X)Ar(X).

In case r*(X) > 0(X), this matches the lower bound up a O(loglog N) term, ¢ > 0.

ACKNOWLEDGEMENT: We thank Sylvain Delattre, Gérard Kerkyacharian and Dominique Picard for helpful
discussions.

References

BERTOIN J., Bertoin, J. Subordinators: examples and applications. Lectures on probability theory and
statistics (Saint-Flour, 1997), 1-91, Lecture Notes in Math., 1717, Springer, Berlin, 1999.

BERTOIN J., Lévy processes, Cambridge tracts in Mathematics, 121, Cambridge University Press, 1996,
262p.

BincuaMm, N.H., GoLpiE C.M., TEUGELS J.L., Regular variation, Encyclopedia of Mathematics and
its Applications, Cambridge University Press, 1987, 494p.

BouLEAU, N., LEPINGLE D., Numerical methods for stochastic processes, Wiley Series in Probability
and Mathematical Statistics, 1994.

BLUMENTHAL R.M., GETOOR R.K., Sample functions of stochastic processes with stationary inde-
pendent increments, J. of Mathematics and Mechanics, 10, 1961, 493-516.

DEREICH S., FEHRINGER F., MATOUSSI A., SCHEUTZOW M., On the link between small ball proba-
bilities and the quantization problem for Gaussian measures on Banach spaces, J. Theoretical Probab.,
16, 2003, 249-265.

DEREICH S., The coding complexity of diffusion processes, pre-print, 2005.

32



DEREICH S., SCHEUTZOW M., High resolution quantization and entropy coding for fractional Brownian
motions, FElectron. J. Probab., 11, 2006, 700-722.

EBERLEIN E., KELLER U., Hyperbolic distributions in finance, Bernoulli, 1, 1995, 281-299.
EMBRECHT P., MAEJIMA M., Self-similar Processes, Princeton Univ. Press, 2002.

GERSHO A., GrRAY R.M., Special issue on Quantization, IEEE Trans. on Inf. Theory, 29, n®1&2,
1982.

GERSHO A., GRAY R.M., Vector Quantization and Signal Compression, Kluwer, Boston, 1992.

GRAF S., Luscucy H., Foundations of Quantization for Probability Distributions, Lecture Notes in
Mathematics n°1730, Springer, 2000, 230 p.

GRAF, S., LuscHGY H., PacES, G., Functional quantization and small ball probabilities for Gaussian
processes, J. Theoret. Probab, 16(4), 2003, 1047-1062.

GRAF S., LuscHGY H., PAGES G., Optimal quantizers for Radon random vectors in a Banach space,
J. of Approximation Theory, 144, 2007, 27-53.

JacoD J., SHIRYAEV A., Limit theorems for stochastic processes, 2™ edition, Springer, Berlin, 2003,
660p.

LirsHiTS M, SIMON T'., Small deviations for fractional stable processes, Ann. Inst. H. Poincaré Probab.
Statist. , 41(4), 2005, 725-752.

LiNDE W., SHI Z., Evaluating the small deviation probabilities for subordinated Lévy processes,
Stochastic Process. Appl., 113(2), 2004, 273-287

LuscHGY H., PAGES G., Functional quantization of Gaussian processes, J. Funct. Anal., 196, 2002,
486-531.

LuscHcY H., PAcES G., Sharp asymptotics of the functional quantization problem for Gaussian pro-
cesses, Ann. Probab. 32, 2004, 1574-1599.

LuscHcy, H., PAGES, G., Functional quantization of a class of Brownian diffusions : a constructive
approach, Stoch. Proc. and their Appl., 116, 2006, 310-336,.

MiLLAR P.W., Path behaviour of processes with stationary independent increments, Z. Wahrschein-
lichkeitstheorie verw. Geb., 17, 1971, 53-73.

PAGES G., PRINTEMS J., Functional quantization for numerics with an application to option pricing,
to appear in Monte Carlo Methods & Applications, pré-pub. LPMA-930, 2003.

POTZELBERGER, K., STRASSER, H., Clustering and quantization by MSP-partitions. Statist. Decisions,
19(4), 2001, 331-371.

Saro, K.-1., Lévy processes and Infinitely Divisible Distributions, Cambridge University Press, 1999.
SAMORODNITSKY G., TAQQU M.S., Stable non Gaussian Random processes, Chapman and Hall, 1994.

SINGER 1., Basis in Banach spaces I, Die Grundlehren der Mathematischen Wissenschaften, Vol. 154.
Springer-Verlag, New York-Berlin, 1970, 668 pp.

TArRPEY, T., KINATEDER, K.K.J., Clustering functional data, J. Classification, 20, 2003, 93-114.

TARPEY, T., PETKOVA, E., OGDEN, R.T., Profiling Placebo responders by self-consistent partitioning
of functional data, J. Amer. Statist. Association, 98, 2003, 850-858.

WILBERTZ B., Computational aspects of functional quantization for Gaussian measures and applica-
tions, diploma thesis, Univ. Trier, 2005.

33



