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Contemporary Mathematics

Long-range dependence and the rank of decompositions
Céline Lévy-Leduc and Murad S. Taqqu

ABSTRACT. We review and compare different methodologies for studying the asymptotic behav-
ior of partial sums of nonlinear functionals of the following type Zi\;l h(X;) in the long-range
dependence setting. Here (X;);>1 is either a stationary mean-zero Gaussian process or a linear
process. The methodologies, we consider, are based on different decompositions of the function
h. This includes the decomposition of [Sur82|] and of [HH97| in the case of linear processes.
The so-called “rank” of these decompositions plays an essential role. We show that all ranks
coincide when the function h is a polynomial.

1. Introduction

We focus here on long-range dependence and on its impact on central, or more precisely,
non-central limit theorems. Long-range dependence, also called “long-memory” or “strong depen-
dence”, occurs in a stationary time series when the covariances of that series tend to zero like
a power function but so slowly that their sums diverge. Such a behavior is often observed in
economics, telecommunications and hydrology and was of great interest to Benoit Mandelbrot.
Many of his articles on the subject have been collected in his book [Man02].

The notion of long-range dependence is closely related to self-similarity. Self-similarity refers to
invariance in distribution under a suitable change of scale. More precisely, the process (Z(t), t > 0)
is self-similar with parameter H if (Z(at), t > 0) has the same finite-dimensional distributions
as (e Z(t), t > 0), for all non negative a. For instance, Brownian motion is self-similar with
parameter H = 1/2. In such an example the increments Z(t + 1) — Z(t) are stationary and
independent over disjoint intervals. But now consider standard fractional Brownian motion. It
is self-similar with parameter 0 < H < 1, satisfies E[Z(¢)] = 0, E[Z(¢)?] = 1 and has stationary
increments. This last fact, together with self-similarity, implies that its covariance function equals

(1.1) E[Z(t1)Z(t2)] = {|t1|*7 + |to?™ — |t1 — 221} /2,  t1,t2 > 0.

Observe that if H = 1/2, then (L.1) reduces to E[Z(t1)Z(t2)] = min(¢1,¢2), for ¢1,t2 > 0, which
is the covariance of Brownian motion. If H # 1/2, however, the increments of standard fractional
Brownian motion, while stationary, are not independent anymore. In fact, when 1/2 < H < 1,
they have the long-range dependence property. Indeed,

E{Z(t+1) - ZWOWHZ(s+t+1) = Z(s +1t)}] ~ H2H —1)s*772

as s tends to infinity. Since H > 1/2, the sum of these covariances diverges.
We will consider Gaussian processes converging to fractional Brownian motion as well as linear
processes which may be non-Gaussian. A linear process (X;);cz is defined as

(12) X; = Zajai,j , 1€Z,

Jjz1
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2 CELINE LEVY-LEDUC AND MURAD S. TAQQU

Here the ;’s are “innovations”. These are zero-mean independent and identically (i.i.d.) random
variables with at least finite second moments. The coefficients a; in are such that > i>1 af <
oo, which ensures that E(X?) < oo. By choosing the a;’s judiciously, we can construct linear
processes (X;) with long-range dependence such that their partial sums ZEZ? X;, 0 <t <1,
suitably normalized, converge to fractional Brownian motion as N tends to infinity.

In this paper, we focus on processes (h(X;));>1 which are non-linear functionals of Gaussian
or linear processes with long-range dependence and are interested in the asymptotic behavior of
their partial sums sz\;1 h(X;). We will study this behavior in various settings. Each setting
involves a decomposition and a notion of “rank”. Our goal is to highlight the connections between
the different methodologies.

Because h is in general a non-linear function, the limits are typically non-Gaussian. The limits
are called Hermite process {Zgn) (t) ,t > 0} which are defined in terms of multiple Wiener-Itd
integrals as follows:

t m
(1.3) Z]Sm)(t):am,p/ /H(s—xj);“w)”ds dB(z1)...dB(zm)
1< <Tm 0 -_

where 0 < D < 1/m, ay, p is a constant, {B(x)}yer denotes the standard Brownian motion, and

() u, if u>0;
u =
7)o, ifu<o,

is the ”positive part” function. Physically, Zl()m) (t) is an aggregation of products of independent
Gaussian noises with power weights. The multiple integrals are well-defined because
2

t m
/ / H(s - xj)jr(HD)/st dzy...dey, <oo.
1< <y 0 j=1

The representation (1.3)) is called a time-domain representation.
There are other equivalent ones. There is the spectral representation of Zj(:,m)(t), namely

I+ +Am)t _ 1 ™ . .

€

bm,D/ . [T 21" 272dB(\) ... dB(Ay) , t >0,
Mo HAL 4 Am) j=1 ’

where b, p is a constant and {E(A)} rer denotes a complex Brownian motion. There is the positive
half-time representation

t m
cm,D/ / Hw;(lfD)/Z(l — ij)_(1+D)/2 dB(z1)...dB(xy), t >0,
0<@1<-<zn<t |JO 5

where ¢,,, p is a constant and {B(z)}.cr is a standard Brownian motion. There is finally the finite
interval representation

dm,D/
0<z1 << <t j

where d,;, p is a constant and {B(z)},cr is a standard Brownian motion. For more details see
[PT10, Theorem 1.1].

The Hermite processes have interesting properties: they have mean zero, finite moments of all
order, have stationary increments and are self-similar in the sense that for all positive a,

(25 (at)}is0 £ {a" 25V () }iso .

m

t m
:cj_(l_D)/Q / gm(1=D)/2 H(s — xj):_(HD)/st dB(z1)...dB(zm) ,
1 0 j=1

where D
H=1-"22
2

and hence depends on D and m.
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The paper is organized as follows. In Section [2 l we state conditions for Z[Nt] h(X;), suitably

normalized, to converge to Z(Dm)( t) when (X;);>1 is a stationary mean-zero long-range dependent
Gaussian process. In Section we consider the case where (X;);>1 is not a Gaussian process
anymore but is a long—range dependent linear process and h is an entire function as done in
[Sur82]. In Section [4 ' i)i>1 is still assumed to be a long-range dependent linear process but
the regularity assumptions on h are somewhat alleviated as done in [HHH97]. In Section [§] we
consider the particular case where h is a polynomial and show that all ranks coincide. Finally, in
Section [6] we illustrate the methods by providing sketches of proofs.

2. The Gaussian case

We suppose here that, the underlying process (X;);>1 satisfies the following assumption:

(A1) (X;);>1 is a stationary mean-zero Gaussian process with covariances p(k) = E(X1 Xg41)
satisfying:
p(0) =1and p(k) =k PL(k), 0<D <1,
where L is slowly varying at infinity and is positive for large k.
Recall that a slowly varying function L(x), z > 0 is such that L(xt)/L(x) — 1, as x — oo for any
t > 0. Constants and logarithms are examples of slowly varying functions.

If h is such that E[h(X1)?] < oo, the idea is to use the expansion of h in the basis of Hermite
polynomials, that is:

h(z) =Y (J(k)/K) Hy(z) ,

k>0
where Hy is the kth Hermite polynomial with leading coefficient equal to 1, that is Hy(z) = 1,
Hi(z) = x, Ha(z) = 2% — 1, H3(z) = 23 — 3z,... and
J(k) =E[h(X1)H(X1)]-

DEFINITION 2.1. We shall say that h is of Hermite rank m > 1 if m is the smallest positive
integer such that

(2.1) J(m) = E[h(X)Hyu (X)] £ 0.,
where X is a standard Gaussian random variable. The corresponding rank coefficient is J(m).

Suppose that not only (X;);>1 but also h(X;);>1 is long-range dependent which happens if
0 < D < 1/m. Then by the reduction theorem of [Taq75], the leading term of Ef\il h(X;)
properly normalized is the first term of the decomposition of h in the Hermite polynomials basis,
namely

N
g m z

Moreover, this leading term, properly normalized, converges in distribution to Z(Dm)(l)7 where

{Zj(jm) (t) ,t > 0} is the Hermite process of order m, evaluated at time ¢t = 1. For this last step,
one needs to show that

(2.2) Zf: Hn(Xa) oy (ZH /m,) 1/2

converges in distribution to Z (m)( 1), as N — oco. To gain some insight, note that not only the

limit Zl(jm)( 1) is represented by a multiple Wiener-It6 integral of order m (see (|1 1.’ but also the
summands H,,(X;). This is because the Gaussian sequence X;, ¢ > 1, can be expressed as

X; = /zpz )dB(x /ujl 2);(x)dz = B(X;X;) i, j > 1,
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with E(X2) = 1, i > 1. Then one has (see Proposition 8.1.2 of [PT11] or Theorem 9.6.9 in
[Kuo06]),

(2.3) 7':/ o Vi(x1) .. i(2)dB(z1) ... dB(zm)

sometimes written

Ho(X;) = | @) .. di(@n)dB(@1) ... dB(zn)

]Rm
where the prime indicates that one does not integrate over the diagonals.
Here is the precise result (see [Taq75], [DMT79] and [Taq79].)

THEOREM 2.2. Assume that h is such that E[h(X1)?] < oo and that m is the smallest integer
greater than 1 such that J(m) = E[h(X1)Hn(X1)] # 0, where Hy, denotes the mth Hermite
polynomial. Assume also that Assumption (A1) holds with D in (0,1/m). Then

N
(2.4) > {h60) ~ BRG] -5 Jm) 257 (1)L N oo
=1
where
N 2—mD  1m
(2.5) 0% = Var (Zﬂm(x,»)/m!) ~ m!(QlN_ mD)L(2 EJ\QLD) N> oo,

and {ngm)(t)}teR is the Hermite process of order m and parameter D defined by where
1/2

Um.p = [m!(l —mD/2)(1 — mD) {/Ooo(x + x2)_(1+D)/2dx}_m] ,

ensures that E[Z" (1)2] = 1.
A sketch of proof of Theorem [2.2]is given in Section [6]

3. The linear case: Surgailis approach

Suppose now that (X;) is a linear process. Thus, replace Assumption ( by the following
assumption.
(A2) (X;) is defined by
(3.1) Xi=> ajeij,i€L,
jz1
where the innovations ¢;’s are zero-mean i.i.d. random variables having at least finite

second moments and the a;’s are such that Z]>1 7 < o00. The a;’s are assumed to be
such that

(3.2) a; =j~"L(5)
where 8 € (1/2,1) and L is a slowly varying function at infinity.
Note that under Assumption (Al2)),
E(X1Xp11) ~ CL(k)*k'™2P | as k — oo,

where C' is a positive constant.

In this situation, [Sur82] proposes a methodology for studying the limiting behavior of
Zil h(X;) in the case where h is an entire function, that is, h(z) = > 45, cx2¥, 2 € C. The
idea is to prove that, this time, the leading term is

h(m) X1 Z xm

where the rank m is the exponent rank of h.
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DEFINITION 3.1. We shall say that h is of exponent rank m > 1 if m is the smallest integer
such that

(3.3) E[A"™ (X1)] # 0,
where h("™) denotes the mth derivative of h. The corresponding rank coefficient is E[h(™) (X1)].

In view of the definition 1} of a linear process, the idea is to show that ZZI\; h(X;) has the
same asymptotic behavior as

h(m) X1 N E[h(™) (X, .
Z 75 ) Z;(;aﬁi—j) ,

which in turns has the same asymptotic behavior as E[h(™ (X})]Yy m, where

N m
(34) YN,m = Z Z H (ljSEn,js .

n=1 1<j1<jo<-<jm s=1

One has then finally to prove that Y., /[Var(Yxm)]'/? converges to the Wiener-Ité6 multiple
integral defined in (|1.3). In view of (2.3)), this is not too different from focusing on (2.2)). Observe,
3-4)

however, that in (3.4) we are dealing with a discrete convolution and that the ’s are not assumed
normal.
Here is the precise result of [Sur82].

THEOREM 3.2. Let h be an entire function defined by h(z) =3, cxz®, 2 € C, such that
> lewlle;l(k!)?2°*F D g < 00
k,j>0
where i, = E(|e1]¥), k > 0 and let m be the smallest integer larger than 1 such that
E[A"™ (X1)] #0.
Then, under Assumption (A@, with0 < D =28 —1< 1/m, B being defined in ,

Swmz{h E[h (X))}

has the same limit in distribution, as N tends to infinity, as

Ynm
E[A"™ (X1)] =,
SN,m

where Yy, s defined in and s%;,,, = Var(Ynm). Moreover, that limit is
B[ (X1)]257(1) .
where {Z(Dm) (t) }ier is the Hermite process of order m and parameter D defined in .
A sketch of proof of Theorem [3:2]is given in Section[6} A related approach, focusing on Appell
polynomials, can be found in [AT87].
4. The linear case: Ho and Hsing approach

We need to introduce first some notation. Let F' be the distribution of the linear process
Xy =Y ;5 @i€n—; and F} the distribution of

Xn,j: E Ai€n—i,

1<i<;

for j > 1, with the convention: X, o = 0. Let

(4.1) hy(a) = / Wzt y)dF(y) . hoola) = / W + y)dF(y)
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and

(4.2) () =

T T

d . d
P /R h(z +y)dFi(y) W (w) = —— /R h(z +y)dF(y) .

If the rth derivative hér) of h; exists, define

(@) = sup B (@ +y)|, A>0.

ly[<A
We shall say that h satisfies the Condition C(r,j, \) if

(r) (r)
(1) hj’(x) exists for all z and hj is continuous.

(2) For all x € R,
sup (r) (x + Z aici)} ,
Ic{1,2,... } el
where the supremum is taken over all subsets I of {1,2,...}.

Let us comment on Condition C(r, 7, A). It is satisfied if the rth derivative of h is bounded
and continuous, in which case one can take any j. Moreover, if h is any polynomial, then C(r, j, \)
holds provided that &; has finite moments of sufficiently high order.

The novelty here is that C(r, j,\) can hold without h being smooth. An important example
is the indicator function. If h(x) = 1{,<y}, for some fixed u, let us prove that h satisfies C(r, 1, )
for all positive A as soon as the probability density function g of 1 has a continuous and integrable
rth derivative.

Since X,, 1 = ai1€,—1, we have

hi(z) = /Rh(w +y)dFi(y) = /Rh(w + a1y1)g(y1)dy = afl/Rh(Z)g (Z — x) dz .

g (e (S5) = e (537)

Since, by assumption, [, 19" (y)|dy < oo, we get

" () = (a_;); /Rh( )g (’")< o )d = W/th(x+a1y1)g(")(y1)dy1-

ay

Note that,

Moreover, h(lr) is a continuous function since ¢(") is assumed to be a continuous function. This
gives of C(r,1, ). Let us now check (2)) of C(r,1, ). For all subset I of {1,2,...}, we have

#[{ s 1+ X )]}

[y|<X

4

= bup ‘/ x—|—Za,€l+y+a1y1) (T)(yl)dyll} ] ,
lyl<A

which is bounded by a;* fR 19 (y1)|dy1)*, which is finite since [;[g9(") (y)|dy < oo and thus

ensures that h(z) = 1y,<,y satisfies Condition C(r, 1, X).

Observe that the indicator function h(z) = 1{,<,} is allowed in the Gaussian case but not
in the situation considered by [Sur82]. As we have just seen, it is allowed in the methodology
proposed by [HH97].

The idea here is to use a mixingale decomposition as explained in Section [6] and to prove that
the leading term is once again Yy ,, defined in , where here m is the power rank of h defined
as follows.

DEFINITION 4.1. We shall say that h is of power rank m > 1 if it is the smallest integer such
that

(4.3) A (0) # 0 .

oo

The corresponding rank coefficient is him (0).
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The idea is once again to prove that Y, ,,, properly normalized converges to the Wiener-It6
multiple integral defined in ([1.3). Here is the precise result due to [HH97].

THEOREM 4.2. Assume that Assumption (. holds and that h is of power rank m, that is,

m is the smallest positive integer such that hg? (0) # 0. Assume also that for some j and ),
condition C(r,j, ) holds for r =0,...,m+ 2 and E[h(X1)?] < cc. If

0<D=(28-1)<1/m,
B being defined in , and E(|e1|*™V®) < oo then

N
Snim O _{h(X:) — E[A(X;)]}
=1

has the same limit in distribution, as N tends to infinity, as

Ynm
R (0) =
SN,m

)

where Yn m is defined in and s?\,m = Var(Yn,m). Moreover, that limit is h&n)(O)Zg")(l),
where (Zj(:)m) (t)ter is defined in .

A sketch of proof of Theorem [£:2]is given in Section [6]

REMARK 4.3. The second parts of Theorems and are similar. This shows that the
key is to reduce the original 25:1 hMXy) to Ynm. It is Yi m, which converges to the limit after
suitable normalization.

5. Application to the polynomial case

In the case where h is a polynomial, we prove in the following proposition that the three
definitions of ranks introduced previously coincide.

PROPOSITION 5.1. If h is a polynomial defined by h(x) = ZkK:o cpx® then the three rank
coefficients

J(m), E[h™ (X1)] and h$ (0)
defined in , and respectively, are identical and equal to

K
(5.1) > ewk(k—1)...(k—m+ DEXF™],
k=m

where m is the corresponding rank.

PROOF OF PROPOSITION [5.11 Let
K
hX) =) cpX*
k=0

denote the polynomial.
Suppose first that X is a standard Gaussian random variable. The mth coefficient of the
expansion in Hermite polynomials of A is given by

K
J(m) = cxE[X*H,, (X)).
k=0
We first show that J(m) is equal to (5.1). Using the relation between powers and Hermite poly-
nomials [Kuo06l p. 159], we have, for all x € R and k € N,
[k/2]

(5.2) zk = Z (kSMHk%(x) )
P 12!
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where [y] denotes the integer part of y. Thus, by orthogonality of the Hy’s in L? equipped with
the A (0,1) Gaussian measure,

[k/2]
EX"H,(X)] = Z%_;{WI@[H“Z(X)HMX)]
- k! '
T (k= m)/2yat-me ™
k! (k —m)!

(k —m)!H {(k — m)/2}12k=m)/2
= k(k—1)...(k—m+ DE[X*™],
when k& > m and k — m is even, otherwise, E[X*H,,(X)] = 0. We used here the fact that
when X is a standard Gaussian random variable, E[X?PT1] = 0 and E[X?"] = (2p)!/(p!2P). Now
cxE[X*H,,(X)] vanishes if either ¢, = 0 or if E[X*~™] = 0. The Hermite rank m is thus equal
to the smallest k such that both ¢y # 0 and E[X*~™] # 0. The corresponding coefficient J(m) is

thus given by (5.1)).
We now suppose that (X;);>1 is a linear process and consider E[2(™)(X,)] defined in (3.3).
Observe that

K
=3 crk(k—1)...(k—m+1)z""
k=m
for all z in R. Thus,
(5.3) E[R™ (X))] Z e k(k—1)...(k—m+1DEXF™]

which is the same as (5.1)).
. (m) . .
We finally consider hos ’ (0) defined in 1) Since

ch]E [(z+ X1)F —ickzk:< >:cJEXk a1,

k=0  j=0
we get
5k
(5.4)  KM(0) = ch< )m']E (X k=) Z erk(k—1)...(k—m+ DEXF™],
k=0
which is the same as and . O

To understand the significance of the proposition, let h(X) = Zle cxX* be a polynomial
and set for convenience

Clk,j)=k(k=1)...(k—jd+1), k>j.
As noted, the rank of h(X) is m if

K
(5.5) > e Clk,HEXF =0, j=1,....m—1,

and
ch E[X*™] £0.

In this case, Zf\;l h(X;) behaves asymptotically like e,, Y, where Yy ., is defined in 1) and
where, here, e, stands for any of the three rank coefficients J(m), E[h(™ (X;)] and i (0).
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EXAMPLE 5.2. Suppose h(X) = ¢ X*, cx # 0, k > 1. If k is odd, then E[X*~!] # 0 and the
rank is m = 1. The corresponding rank coefficient is ¢; C(k, 1) E[X*~!]. If k > 2 is even, then
E[X*~1] = 0, E[X*~1] # 0 and thus the corresponding rank is m = 2 and the rank coefficient is
cx C(k,2) E[X*—2].

EXAMPLE 5.3. Suppose h(X) = cp X* 4+ cx 1 X**1 e #0, cpy1 #0, k> 1. Since
o C(k, DEX* ] + epya Ok + 1, 1) E[X*H 1 20,

the rank is m = 1 and the rank coefficient is cx 1 C(k+1,1) E[X*] if k is even and ¢, C(k, 1) E[X*~!]
if k& is odd.

EXAMPLE 5.4. Suppose h(X) = X3 —3X. For j =1, equals
C(3, DE[X?] - 3C(1,1) = C(3,1) = 3C(1,1) =3 -3 =0,
and for j = 2, it equals C(3,2)E[X372] = 0. For j = 3, it equals
C(3,3)E[X* % =C(3,3)=3x2=6.

Hence the rank is m = 3 and the rank coefficient is 6. One can arrive to this conclusion immediately
by supposing X ~ N (0, 1) and noting that

J(j) = E[h(X)H;(X)] = E[(X? - 3X) H;(X)] = E[H3(X) H;(X)]

equals 0 if j # 3 and equals 3! =6 if j = 3.

6. Sketches of proofs of Theorems and

The proof for each theorem involves a decomposition of the function h and has two parts. The
first involves showing that the only contribution to the limit is due to the term of the decomposition
with index m, where m is the rank. The second part consists in showing that the term with index
m converges in distribution to Zj(jm)(l). In fact convergence also holds for the finite-dimensional
distributions as well as in function space. We will focus here on the first part of each proof.

SKETCH OF PROOF OF THEOREM The first part of the proof consists in showing that

the remainder h*(x) = h(z) — Jr(n”!l) H,,(x) is negligible, namely that

N
N~=ZmD [ =m(N) Var (Z h*(XZ-)> —0,as N —=00.
i=1

This implies that N=1+mP/2[=m/2(N) SN p*(X;) = op(1) and that the convergence in distri-
bution of
N
N—1+mD/2L—m/2(N) Z h(Xz)
i=1

reduces to the convergence in distribution of

N—HmD/2p=m/2(\) i(J(m)/m!)Hm(Xi).

~
—

Using the Mehler formula, namely
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where 0, 4 is 1 if p = ¢ and 0 if p # ¢, we get that

N
i=1 i=1j=1 \p>1

IA
M=
M=
]
=
)
no
s
i
=
BE
+

N N
= ER(X01Y_ D loli— i)
i=1 j=1
< NE[R*(X1)] ) le(k)™"
|k|<N
Taking into account the normalization, we have
(61) N72+mDL7 Var (Z h* ) < N— 1+mDL ( h2 Xl Z |p |m+1
|k|<N

There are two possibilities: either the series Y, ., [p(k)|™ ! is convergent and in this case the

expression tends to zero since D < 1/m or the series >, ., |p(k)|™! is divergent. In the
latter case, ;< n [p(k)|" ! is of order N~ (m+D)D+1 and thus again, the expression of tends
to zero since D > 0.

To conclude the proof, it remains to show that, as N — oo,

J(m) & Ny d (m)
> Hop(Xi)/m! =5 J(m)Zp7 (1)

where oy, is defined in (2.5). This is done in [DM79], [Taq79| and [Maj81].
U

SKETCH OF PROOF OF THEOREM Let (X;) be defined in (3.1). The idea of the proof
consists of decomposing

(6.2) (Xj)k = Z Qp, Qpy - - - Ap€j—p, Ej—py « - - Ej—py,

P1,P2;-- P21

in terms of the cardinality |{p1,...,px}| of the set {p1,...,pr}. When |{p1,...,pr}| = k, the term
ApyQpy -+ UpEj—pyEj—py - - - Ej—p, 15 Not modified. When |{p1,...,pr}| < k and for instance equal
to k — 1 with p; = po, it is split in two parts:

(6'33‘) apl apz et a’Pk (Ej*pl Ej*Pz ot Ejfpk) = ail a’P3 o apk (512)1 fjgjfps et Ejfpk-)
(6.3b) = a]%lap3 coGpy, (B2 €jpy - Ej—pp) T af,lap3 vy, (M (2) €jpy - Ej—py)

where 1y = E(g) and 7,(¢) = Ef; — g One then shows that the term with n,, (2) is negligible.
Let us focus on the first term in and consider the general case. The idea is to replace

(X;)F by

k
(64) (Zj)*k _ Z (lz> Zaplgj_pl < Op,E5—p, Z Zaqluvl . .CLZ:,MUT y

£=0 on (V) (k—=£) (@)

where the summation over (p),; corresponds to the summation over the sets {p1,...,pe} of car-
dinality [{p1,...,pe}| = ¢, that is, over py,...,p, which take different values. In the perspective
of ([6.3D), one should take the sets {qi,...,¢-} and {p1,...,p} disjoint, but we shall not impose
this restriction in . The sum 1y, _g) is taken over all partitions of the set {1,...,k — (}
of cardinality v1,...,v, such that v; > 2, for all i. By convention, this sum equals 1 for (V)(0).
In contrast to (X;)*, the notation (Z;)** is a shorthand for the r.h.s of (6.4) and does not mean

Z; to the power k. The difference between (X;)* and (Z;)** is that when there is an sfjfj with
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¢ > 11in (6.2), it is replaced by pu = E(¢%) in (6.4). Observe also that the summands of (Z;)**
with ¢ > 0 have zero mean. This ensures that

E[(X) T =E(Z)™ = D > ag i .- agpw, .
(V) () ()~
for £ > 0 and hence for 0 < s < k,
(6.5) B[() ) =EIZ) = > D aglu -, -
(V) (k=5) ()r
Let us now define formally h*(Z;) as >_ - ¢s(Z;)**, where (Z;)** is given in (6.4) and prove that
(6.6) W(Z) =Y el Z) =D (es/sD) Y apiimps - Ap.Ejp,
5>0 520 (P)s

where here

Observe that by (5.3) and (6.5)),

es = E[)(X;)] .

% = L chk‘ -1) (k_5+1)E[(Xj)k—s]
k k
= Ck E[(Xj)k_b] e cr, E[(Zj)*(k:—s)] )
() a(?)

Using this and again (6.5]), we note that the last term of can be expressed as

€s k *(k s)
E " E Qp Ej—py - Ap Ej—p, = g E Ck(S>E E Ap,€j—py -+ - ApsEj—p,

s>0 77 (p)s s>0 \k>s (p)s
k U1 Uy
= Z Z Ck s Z Z aql Moy - - aqruqu Z Ap,Ej—py -+ -Ap Ej—p,
520 \k=s (V)(k=s) (@)r (P)s

Z Z (i) Zaplgj—m < Qp Ejp, Z ZQZ“‘M .. .az:,uvr = ch(Zj)*k ,

k>0 s=0 (p)s (V)(k=s) (@)~ k>0
by (6.4 , hence proving .
The proof of [Sur82] consists in showing that Z;\Ll h(X;) can be replaced by Z;v:l h*(Z;)
and that the leading term in Z h*(Z;) is the term corresponding to s = m in Z;\;l h(Z;), that

is by (6.6]) and .,

— | E E .
emYN,m - em/m a‘;D1€] —p1 - a’Pm‘??‘Pm .
J=1(

More precisely, it is proved in Lemma 2 and 3 of [Sur82] that

£[{3 (s -w(2) ] <

where C' is a positive constant and that

E[{i Y St/ Oancsom it ] = E[{ T etni)]

J=14>m+1 (p), >m+1
O(L(N)ZmNQ—mD) ,

as N tends to infinity.
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To conclude, it remains to show that, as N — oo,

Y, m
e —m 4, emZé )(1) ,
SN,m

where 53, = Var(Yy,,). This is done in Lemma 5 of [Sur82]. The basic idea is to express

Yn,m as a discrete multiple stochastic integral and use the fact that N—1/2 Eszl € converges to
a normal distribution. O

SKETCH OF PROOF OF THEOREM The idea is to condition on the o-fields
Fr =o0(e; i < k),
using the telescoping expression

(6.7) hXn) = = Y AER(X0)|Fumjsa] = B[A(X0) [ Fasl}

j>1

since the extreme summands are such that E[h(X,,)|F,] = h(X,) and E[h(X,,)|F-] = E[A(X,)].
Now write

E[h(X0)|Frej] = E[0(Xnj 4+ Xn )| Fnjl ,
with

J
X g = E AiEn—q and Xn,]': E AiEpn—i-

i=1 i>j

Since Xn)j is Fp—j-measurable and X, ; is independent of F,_;
(63) CUCHESEY RICES ORI ML
where Fj is the distribution of X,, ; and h;(y) = E[h(X, ; +y)]. Using (6.7) and , we get that

N N }
Z_Zjh(Xn)f Z_:Z> o1 (K1) = by (X))

N

= 3> Kot — X)) (X))
n=1j,>1
o o o 1
i Fi) = 3y () = Ragi1 = Kag )l (X))
N
= ZZCLh&n J1 jl X”Jl)
n=17j;>1
(6.9) + [hjl_m,jl_l) 13, (Rngi) = i b (Ko
(6.10) ~ Z Zalen J1 ]1 Xn,]d)?
n=1j,>1

after proving that the terms in brackets can be neglected. We have introduced the &’s. We need

now to introduce hg)(O), RS (0). To do so, we express the summands in the remaining term
(16.10) as

(6.11)  ajen—5, A (X)) = ajien— s hD(0) + ajienjy [0 (X j) — Y (0)]

J1 J1

1 < 1 <
= aj,en—j, B (0) + aj,enjy > (A8 (K gae1) = RS (X))
Jj22j1+1
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Focusing on the term in brackets, we write as before (see (6.9)),
) o 1), o
(612) Ay (K jom1) = by (X z2)
2) /o ) 1)/ v 2) o
= aj25”*j2h§'2)(Xn,j2> + [h§'2)71(X’ﬂ;j2*1) - hg'g)(th) - ajzgn*jzhg'g)(X’ﬂ’h)}
2) 2) o
& Qjr€n—j, hg'z)(ijz) = AjyEn—j h(()%) (O) + ajyEn—j, [hg'Q)(me) - h((i)(())] )
where in that last equality, we proceeded as in (6.11]). Relations (6.11)) and (6.12]) yield
0, =
Aj1En—ji h‘;l)(Xan) = A5, En—j; h(()? (O)
9 =
tapeng Y {aen-h@0) + ancn b (%) — A2 O)} -
J22j1+1

Thus, we get

N
(6.13) Y {h(Xn) —E[(X,)]} = Y1 hQ(0) + Ya2h 2 (0)
n=1

N
o
+3°0Y ahen-qapen—pnhD (Xng) — hE(0)]

n=1ja>j1>1
where
N r
YN,T = E E H AjEn—js -
n=11<j1 <j2<-<jr s=1
Tterating, we get

N
(6.14) Y {h(Xn) = E[b(X,)]} = Yuih{D(0) + Yn2h P (0) + -+ + Yumh{(0) + Ry,

where Ry can be shown to be a negligible remainder term. Hence, the first term of the expansion
1' is given by YN,mh&n) (0), where m is the power rank, namely the first k& such that hé’é) (0) #£ 0.
This is the same Yy, as in (3.4). One concludes by applying the last part of Theorem O

7. Conclusion

We considered a stationary sequence (X;) which is either

e Gaussian with long-range dependence
e a linear process with long-range dependence,

and focused on the convergence of

N
> (h(X:) — EIR(X))])
i=1
properly normalized to that of a Hermite process Z(t), at ¢t = 1, when (h(X;));>1 itself is long-range
dependent. We
e described the type of functions h considered in the literature,
e showed that their notions of rank coincide for h polynomial,
e and indicated heuristically why we expect the limit to be a Hermite process.
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