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Abstract: A high order expansion of the renewal function is provided un-
der the assumption that the inter-renewal time distribution is light tailed
with finite moment generating function g on a neighborhood of 0. This ex-
pansion relies on complex analysis and is expressed in terms of the residues
of the function 1/(1 — g). Under the assumption that g can be extended
into a meromorphic function on the complex plane and some technical con-
ditions, we obtain even an exact expansion of the renewal function. An
application to risk theory is given where we consider high order expan-
sion of the ruin probability for the standard compound Poisson risk model.
This precises the well known Cramer-Lundberg approximation of the ruin
probability when the initial reserve is large.

MSC 2010 subject classifications: Primary 60K05, ; secondary 60K10.
Keywords and phrases: renewal process, renewal function, ruin proba-
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1. Introduction

Let (Xk)keN be an i.i.d. sequence of non negative random variables with com-
mon cumulative distribution F'. The arrival times (S, ),eN are defined by Sy = 0
and, forn > 1, 5, = 2221 Xi. We consider the counting process N defined by

N(z) = Z Lis,<ay, 20,
n>0
and the associated renewal function

U(z) :=E[N(z)] = Z F(x), «>0.

n=0

The renewal Theorem states that if the inter-arrival distribution F has a finite
first moment p :=E(X;), then

U(x) ~ T asz— +oo.
W
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Recall that the distribution F' is called lattice if F' is supported by hN =
{0, h,2h, ...} for some mesh h > 0. It is well known (see for example Asmussen
[1, Proposition 6.1]) that if F' has a finite second moment po := E(X?), then

z 4 daty 1) if F is latti
U(m)—{ TR +o(l) if ' is lattice as © — +00. (1)

— %+ 2#722 +0(1) otherwise

When F has infinite first or second moment, Teugels [25] provides asymptotics
for the renewal function U under some regular variation conditions. In this
paper, we focus on the case when F' is light-tailed and we assume that X; has
some finite exponential moment so that

R :=sup {r > 0; / " dF (z) < oo} > 0. (2)
0

Then the moment generating function

g(z) := / e*TdF (x)
0
is well defined and holomorphic on
Sr={z € C,R(z) < R}.

Using complex analysis, Stone [22] proved that under the strong non lattice
condition

1
lim sup 7‘ < 00, 3
9—too | 1 — g(ib) )
there exists some r > 0 such that
U)=2+22 4 o(e™™) asz — 0. (4)

o 2p?

Up to now, relatively few results concern either expansions or closed form ex-
pressions for U(z). It appears that the only case where closed form expansions
are available are when F is Matrix exponential distributed, in which case an
expression of U(z) is given in Asmussen and Bladt [3]. Mitov and Omey [18]
provide heuristics on many terms asymptotics of U(z) that are verified on the
already known cases. However, as the authors point out, those interesting ex-
pansions are only given formally and are not proved. Other expansions are avail-
able in [8, Theorem 4] in the context of potential densities of Lévy processes in
terms of the associated Lévy jump distribution. The approach by Stone [22] for
obtaining Expansion (4) is mainly based on complex analysis and proved fruit-
ful for obtaining expansions involving survival functions of random sums, see
Blanchet and Glynn [6]. The approach in [22] was later generalized for spread
out distributions in [24]; note that the generalization of our results to spread
out distribution is not available in the present paper because the main technical
assumption that enable us to obtain higher expansions (namely, Assumption
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(6) thereafter), which is stronger than the non lattice condition (3), is not ver-
ified for spread out distributions. This is not really surprising, as it is on the
other hand known that a spreadout distribution is strongly non lattice (see e.g.
Proposition 1.6 p.189 of [1]), which is why many results in renewal theory that
hold for strongly non lattice distributions also hold for spreadout distributions.

We consider in this paper both the lattice and the non lattice cases and, in
view of Equation (1), we introduce the function

B 2p2

_ Ux) — & — katp if F is lattice
v(@) i — -2’% if F' is non-lattice
Following Stone’s approach but with more detailed computations, we obtain
higher order expansions for the function v both in the lattice and non-lattice
cases (Theorems 1 and 3 respectively). When ¢ has a meromorphic extension to
the whole complex plane and under some technical conditions, we are even able
to provide exact expansions for v (Corollary 4).

The paper is structured as follows. Section 2 presents our results on high
order expansions for the renewal function as well as some examples. Section 3
is devoted to applications to ruin theory: we provide asymptotics of the ruin
probability in the setting of continuous or discrete time risk processes and also
consider a two dimensional risk process. Proofs are gathered in Sections 4 and
5.

2. High order expansions for the renewal function
2.1. Main results

In the sequel, the solutions of the equation g(z) = 1 play a major role. Note
that 0 is the unique real solution in Si and that other solutions satisfy $(z) > 0
and come in pairs, i.e. if z is a solution then so is Z.

We consider first the lattice case and we assume without loss of generality
that the mesh of the distribution is equal to h = 1, i.e. F' is supported by
N. In this case, the moment generating function z — g(z) is 2im-periodic on
Sr ={z € C,R(2) < R} and we introduce the fundamental domain S}; ={z¢€
C; R(z) < R,—m <Q(z) <7}

Theorem 1. Let Ry € (0,R) be such that Equation g(z) = 1 has no root
verifying ®(z) = Ry. Let us denote by zo = 0,z1,...,zn the solutions of this
equation in S};O. Then, v(k) has the asymptotic expansion

D=3k S “Roky keN, (5
v()sz1 es<(ez_1)(1_g(z)),zj>+0(e ), — +o0, keN, (5)

where the notation Res(f(z); z;) denotes the residue of the meromorphic func-
tion f at pole z;.



Dombry, Rabehasaina/Expansions for renewal functions 4

If zj is a simple zero of g — 1, i.e. g'(z;) # 0, then the j-th term in (5) has the
simple form
e—ij

(% —1)g' ()

Next we consider the case when F' is non-lattice. It is well known that a
distribution is non-lattice if and only if § = 0 is the unique real solution of the
equation g(if) = 1. We will need here the following stronger technical assump-
tion: for all Ry < R,

1

limsup sup m

0—+oco 0<r<Ro

’ < 00. (6)

Assumption (6) is stronger than the strong lattice condition (3) from Stone [22].
It is however not too restrictive and satified by a large class of distributions as
shown by the following propositon.

Proposition 2. Suppose that the distribution F is absolutely continuous with
respect to the Lebesque measure. Then Assumption (6) is satisfied for all Ry <
R.

Our main result in the non-lattice case is the following theorem.

Theorem 3. Consider a strictly non-lattice distribution F' satisfying assump-
tion (6). Then for all Ry € (0, R), the equation g(z) =1 has a finite number of
solutions in Sr, = {z € C; R(z) < Ro} that we denote by zo = 0,21,...,2N.
Then, supposing that Ro is such that there is no solution to that equation veri-
fying R(z) = Ro, v(x) has the asymptotic expansion

—Xxz

o) = Sotes () o) waoe ()

If zj is simple zero of g — 1, i.e. g'(z;) # 0, then the j-th term in (7) has the
simple form

e*IZj

2j9'(25)

It is worth noting that Theorems 1 and 3 can be extended to obtain asymp-
totics of higher order, i.e. of order e™"* with r > R, if we assume that the
moment generating function g has a meromorphic extension to Sj for some
R > R. Theorems 1 and 3 and their proofs extend in a straightforward way,
but not Proposition 2. In the case when the moment generating function g has
a meromorphic extension to the whole complex plane, i.e. R = +o0, it is even
possible under some technical assumption to get an exact expansion for the
renewal function.

Corollary 4. Assume that g(z) has a meromorphic extension to the whole
complex plane.
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e In the lattice case, we assume furthermore that

1
e"(1—g(r +1i6))

[0¢)
~—

liminf sup
r—400 —n<0<w

o (

We denote by zo = 0, z1,...,zn (possibly N = +00) the solution of g(z) =
1 in the fundamental domain S¥ = {z € C; -1 < J(2) < 7w} with R(z0) <
R(z1) < ---. Then, we have the exact expansion

—
=)
~~

v(k) = iRes < < ;zj> , k>0
2\ Ena e

e In the non-lattice case, we suppose that assumption (6) holds for all Ry >
0. Let x > 0. Let us furthermore suppose that

— One has an infinite number of roots (zn)neN of Equation g(z) = 1, all
of which are simple, real, and such that the following series converges:

e (5 me)| - &

j=1

oo

D

j=1

e*IZ]‘

m < +00. (10)

— The following holds:

(11)

lim inf sup
r——+00 PER

1 ’ B
r(1—g(r+i0))|

Then, we have the exact expansion

o(z) = iRes (Z(leij(z));zj) . (12)

Remark 5. One of the assumptions of Corollary 4 in the non-lattice case is that
there is an infinite number of roots of Equation ¢g(z) = 1. One may wonder what
happens in the case when those roots are in finite number N. In fact, one shows
in this case, and thanks to Condition (11), that the moment generating function
g(z) is rational, in which case a finite expansion for v(x) can be deduced almost
straightforwardly.

In the previous results, a kind of dichotomy arises between the lattice and

non-lattice cases. Interestingly, a unified statement can be deduced for the re-
newal mass function or the renewal density function in the non-lattice and lattice
case respectively.

Corollary 6. Under the same assumptions as Corollary 4:

e In the lattice case, the renewal measure has mass function

kz

u(k) = éReS (%g(z);z]) . k>0
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As a particular case, if all the poles are simple,

N
u(k) =

J=0

e—ij

k> 0.

3

9'(%)
e [n the non-lattice case, the renewal measure has density function

z

u(z) = —iRes (%;(z)zj) L z>o. (13)

As a particular case, if all the poles are simple,

N e*IZ]‘

g (z)

x> 0. (14)

=0

To conclude this subsection, we present an informal argument leading to (and
motivating) Expansion (7) and that may lead to some better comprehension of
proof of Theorem 3 given in Section 4.3. One verifies, using Fubini, that the
Laplace transform of U(.) is

/OOO e **U(z)dx = /OOO e~ %% Li P(S; < x)] dr = IiE [/S:O e—wzdw]

g2k 1
=2 = z2(l—g(=2))

k=0

so that, the inversion formula for the Laplace transform leads formally to

1 c+ioo ezz
e = (15)

where ¢ > 0 is such that all singularities of ﬁ are on the left of vertical

line ¢ 4 iR. The right hand side integral of (15) does not necessarily converge,
however let us suppose that this is the case. The poles of % satisfying

R(z) > —Ry are —zp = 0,..., —zn, and one can verify that the residue of
e’ T

—— at —zp =01is — + M_22 Thus, using a rectangular contour and

z(1—g(—2)) 21

the theorem of residues leads to the following

N e 1 [ Ro—ico er?
Ulx) = ;Res <m;zj) + %/Roﬂ_m mdz
o N o~z
= ; + 5= +;Res ( a _g(z))’zj)
_|_1f e Ldz. (16)
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The last integral is an o(e~ %), so that one would obtain Expansion (7). How-
ever, the main failing points in this reasoning are first that the integral in (15) is
not convergent, and that the contour argument leading to (16) is more delicate
than it seems. The convergence issue will be solved by introducing a gaussian
kernel (an idea already introduced by Stone [22, 23]) which, by inversion, will
make the corresponding integral converge, see Step 2 in the proof in forthcom-
ing Section 4.3. The contour argument will involve Assumption (6), which will
enable two of the pieces of the contour to vanish in the proof, see again Step 2
in Section 4.3 as well as the corresponding Figure 3.

2.2. Examples

We provide some examples that illustrate the results above.

FEzxample 7. In the lattice case, we consider the negative binomial distribution
with parameters p € (0,1) and n > 1 defined by

F(dz) = <k * Z a 1>pk(1 —p)"0k(dx), pe€(0,1),n>1.

k>0

Its moment generating function is given by

1—-p\"
= = —1
9(2) (1 — pez) , R() <R 0gp,

so that
1 (1 —pe)”

1-g(z)  (1—pes)" —(1-p)"

defines a meromorphic function on C. The poles are the solutions of

1—(1— 21’7\'%
eZ:&, 0<j<n-—1.
p

For n = 1 the only pole in the fundamental domain S}; is zg = 0 so that
Theorem 1 implies v(z) = o(e~"*) for all » > 0. In the general case n > 1, there
are exactly n poles in the fundamental domain S/ given by z; = rre'® with

1 - (1—p)e*ms

r; = log
p

and «; = arg (1 - (1- p)e%”%) .

Furthermore, Assumption (8) is easily satisfied (comparison between an expo-
nential and a power growth) so that Corollaries 4 and 6 apply. We obtain that
the renewal measure has mass function

. 1— (1 — p)e2its
u(k) = Z — ¢ 7*% with ¥ = (—p)e'
— (1 —p)e p
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FEzxample 8. In the non-lattice case let us consider Matrix exponential distribu-
tions with parameters (a, T'), where o is an R™(N+1 probability row vector
and T is an RWFDX(N+1) gubintensity matrix. The definition and principal
properties of Phase type distributions can be found in Asmussen and Albrecher
[2, Chapter IX]. The moment generating function g(z) is a rational function
given by

g(2) =a(—2I —T) s (17)
where s := —Te and e = (1,...,1)T (see [2, Theorem 1.5]). The equation
g(z) = 1 is a polynomial equation with N + 1 solutions zp = 0,...,zy and

Condition (6) is satisfied with Ry = +o0c0 and Assumption (11) is easily satisfied
(comparison between an exponential and a power growth). From Corollaries 4
and 6, we obtain a closed formula for the renewal distribution U and the renewal
density u. On the other hand, Asmussen and Bladt [3, Theorem 3.1] provide the
simple expression

u(z) = a5 2> 0. (18)

Let us check that this formula agrees with Corollary 6 in the case when the
roots zp,...,zn are simple. It is easy to check that the —z;’s are exactly the
eigenvalues of the matrix sa+ 7. Denoting by P the (N + 1) X (N + 1) matrix
made up with the eigenvectors vy,...,v; € RYN*! corresponding to eigenvalues
20,- .-, 2N, We have

sa+T = PAP™' with A :=Diag(—z2;, j=0,..,N).

Denoting by Jj, the RVHDX(N+1) matrix with 1 at the (k, k)th position and 0
elsewhere, we compute

N+1
u(z) = et Ts = qPehrpls = Z e 1P J; P s. (19)
j=1

On the other hand, we deduce from (17)
g (2) =a(—2I —T) s = a(—2I + s — PAP™1) 725
=aP(—zI + P 'saP — A) 2P ls.

Hence, in order to prove that (19) and (13) agree, we need to prove

_ 1
aPJ;P~l's = ——

forall j=1,...,N+1
9'(zj-1)

or equivalently
aPJ;P~'s x aP(—zj—1] + P"'saP — A)?P 's=1.

This can be easily verified with elementary algebra (the relation J; (A+z;_1I) =
0 is useful).
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Ezample 9. Let us consider the simple case of the uniform distribution on [0, 1],
i.e. X ~U[0,1]. In that case g(z) = ez;1 and the equation g(z) = 1 is equivalent
to e* = z + 1. The solutions are z; = —W;(—e™ ') — 1, j € Z, where W;(.) is
the jth generalized Lambert function. Proposition 2 together with Theorem
3 provide an asymptotic expansion of v. Using the relations z_; = Zz; and

¢'(zj) =1, we obtain, for all N > 1,

N
1
—9 R —xzj —rNT
v(z) = JE_I (Zje ) +o(e ) asx — +oo,

with z; = —Wj(—e™!) — 1 and ry = R(2n). As N — 400, 7y — +00 so that
the expansion has arbitrary high order.

At this point, there still lacks an example of distribution X such that a
meromorphic extension g(z) exists, Equation g(z) = 1 admits an infinite number
of solution and infinite expansion (12) holds. An example of such an infinite
expansion of v(xz) will be given in upcoming Example 14, in the context of
meromorphic Lévy processes.

3. Application to ruin theory

As an application of Theorem 3, we provide asymptotic expansions for the ruin
probability in risk theory. We consider both a continuous setting (compound
Poisson risk process) and a discrete setting (binomial risk process). Estimation
of the ruin probability in a two-dimensional model is also investigated.

3.1. Ruin theory in continuous time

We consider the following classical continuous time risk process

Nt
Rf:x—i—ct—ZZk:x—i—Y}, t>0,
k=1

with {Ny, t > 0} a Poisson process with intensity o > 0 and (Zx)geN an ii.d.
sequence of non-negative random variables with common distribution G and
finite expectation m, independent from { Ny, t > 0}. Such a process models the
capital of an insurance company with premium rate ¢ > 0, initial reserve z,
and incoming claims (Zx)xeN, see e.g. Asmussen and Albrecher [2]. We define

G = 1—G the tail function and assume the following on the moment generating
function

5 / e**dG(x) is finite for all s > 0. (20)
0

We are interested in the ruin probability

P(x) =P <££Rf < 0> , x>0. (21)
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and its asymptotic when the initial reserve z is large. It is well known that
¥(x) < 1if and only if the safety loading is positive, i.e.

EY1)=c—am>0. (22)

In the asymptotic analysis, a key role is played by the Lundberg equation

/ ezy%é(y)dy =1, zeC. (23)
0

Under Assumption (22), this equation restricted to real numbers admits a unique
real solution denoted by x > 0. The Lundberg inequality states that

Y(x) <e ™ forall x >0,

while the Cramér-Lundberg approximation provides the asymptotic behavior as
T — +00
- . c—am

We provide high order asymptotic expansions for the ruin probability (z).
Similar considerations as well as exact expansions have been proved with dif-
ferent methods by Kuznetsov and Morales [14] for a so called meromorphic risk
process and by Roynette et al. [20].

Using the fact that x > 0 solves the Lundberg Equation (23), one can define
the probability measure F on [0, 4+00) by

F(dz) = e'“%G(m)dm.

The moment generating function

g(z) = /OOO e**F(dx), zeC

is well defined and holomorphic on the complex plane. For future reference, note
that the Lundberg equation (23) is equivalent to

g(z—r)=1, zeC. (25)

Using a renewal equation solved by the ruin probability function ¢ and the
asymptotic behavior of the renewal function provided by Theorem 3, we can
deduce an asymptotic expansion for ¥(x) as  — +o0.

Theorem 10. Assume conditions (20) and (22) are satisfied. Let r > 0 be fived
and zo = 0,21,...,2n the solutions of g(z) =1 in S, = {z € C; R(z) < r}.
Then, the ruin probability ¥ (x) has the asymptotic expansion

a (am — ¢)e®(=Hr)
P(x) = ZRes ( 'zj> +o0(e”UTRT) g5z — 400, (26)
7=0

c(1-9(2))(z+ k)’
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If zj is a simple zero of g —1, i.e. ¢'(z;) # 0, then the j-th term in (26) has the
simple form

(am — C) —x(zj+K) c—am
- ¢ i =
cg'(2;)(zj + &) oF (ZeGit7) — ¢

e~ (FitR)T, (27)

The term j = 0 of the asymptotic expansion (39) is exactly the Cramer-
Lundberg approximation (24).

FEzample 11. Let us consider the case where the claims are of the form X =
min(V,d) where d > 0 and V has an exponential distribution with parameter
A > 0. This models a reinsurance scenario where a reinsurance company covers
the excess of claim above d only, i.e. according to a stop loss contract with
priority d > 0. In that case, Lundberg Equation (23) reads

N1 SN, zeC, (28)
«

and the Lundberg exponent is x = X. Solutions z; satisfy
a 1 ad _ad
j=———=W; | ——e ¢ | € 7
Zj - qd ( - € ) y )€ 4y

where W;(.) is the jth generalized Lambert function. It is easy to check that

daje—1

!

# 0)

so that Theorem 10 entails the asymptotic expansion (26) with jth term given
by (27). Since claims here are bounded, the expression of the ruin probability can
in fact be made more precise. Indeed ¢ (z) = 1 — E[Y1]W (z) where W (z) is the
so-called scale function associated to Lévy process {Y;, ¢ > 0} (see Expression
(8.7) p.215 of [16]). The expression of W (z) is available in Theorem 3 of [15] as
an infinite series, it yields that (26) can in fact be written as an infinite series,
ie.

W(x) = — Z (am —¢) o~ (zi+r)

= <9'(2))(z +K)

Remark 12. Tt is worth comparing Theorem 10 with the results of Kuznetsov and
Morales [14]. They consider a so called meromorphic risk process {R;, ¢ > 0},
which amounts to assume that the claims Z;’s have density

P[Zk S dl‘]

(o]
_ - = Z bnﬁbe_ljmm7 T Z 07
dx —

for some positive coefficients (b, )m>1 and increasing sequence (p,)m>1 satis-
fying pp, — 4o00. Corollary 1 of [14] states that the Laplace exponent A(z) :=
log E (ezyl) of the Lévy process { Ry, t > 0} admits a meromorphic extension on
z € C and that all the solutions of the (extended) Lundberg equation (25) are
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real, negative and simple. Furthermore, denoting these solutions by (—C,)n>1,
the ruin probability (21) has expansion

_ - —EM]
v = 2 WG

In this framework, condition (20) is not satisfied but we check below that these
results are still consistent with Theorem 10. The Laplace exponent satisfies

et (29)

Az)=cz+alE (e—zzl) —1] and A(2)=c—aF (Zle_zzl) _

Elementary computations reveal that

o(z) = 22 E(e<z+n>z , 1) _ Moz

cz+ kK c(z+ k)
E (Ze*trZ) o E (eF+9Z — 1)
d gz =2 ~2 30
and - g'(2) ¢ z4+ kK c (z+ k)2 (30)

One can check that the solutions of g(z) = 1 satisfy z,, + x = —(, and that

1 «
() = CE(2em07) 1]
g (Z]) z] + K |:C € 9

so that Expansion (26), with corresponding terms given by (27), corresponds to
the N + 1 first terms of (29).

Remark 13. With some more effort, Theorem 10 can be extended to more gen-
eral Gerber-Shiu functions, e.g. of the form

Y(x,0,b,a) :=E, (67671{&, 2b;ﬂf2a;7’<+oo})

where 6, b, a are non negative, 7 := inf{t > 0| R; < 0} is the ruin time of
the risk process and R, = info<s<; R, is the running minimum at time ¢, see
Theorem 2.8 of [20] as well as Theorem 1 of [14] for example of such expansions.
For ease of presentation, we stick in this paper to ¢ (z) as defined by (21).

Ezample 14. We give an example of an infinite expansion in the non lattice
case of v(z) as in Corollary 4. Conditions (10) and (11) may look hard to verify
in practice. To exhibit such an X, we again use the theory of meromorphic
Lévy processes. As in Remark 12, we pick spectrally negative process {Y;, t >},
Y; =ct — Zgil Zy, where {N;, t >} is a Poisson process with intensity a > 0,
such that Laplace exponent is of the form

Az) =iz + 2 Z pm+z

for some i > 0, where sequences of positive real numbers (b, );meN- and (strictly)
increasing (pm, )meN- are such that series Y °_| Zm converges so that Lévy pro-

cess {Y;, t >} is indeed a compound Poisson process, see (3.2) in [14]. We
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will additionally suppose that sequence (pp,)meN- grows like a polynomial (in
addition to being increasing), i.e. there exists @ > 1 such that

pm ~ Cm*,  m — 0o (31)

for some C' > 0. Remembering that G is the cdf of the Zi’s, we then consider
r.v. X with descending ladder height distribution of Lévy process {Y;, t > 0},
with corresponding moment generating function

o0 o —
g(z) = / eV —G(y)dy,
O C

where x > 0 is solution to Lundberg equation (23), see Relation (5.7) p. 87 of [2].
We proceed to show that an infinite expansion for the corresponding function
v(x) is available. The sole condition for this expansion is (31), which is not too
stringent and covers a wide range of processes. The relation between ¢(z) and
A(z) is given by (30). This has two important consequences. The first one is that
z + g(z) is meromorphic, as A(z) is. The second one is that z is a solution to
9(z) = 1iff A(—z— k) = 0. By Properties (v) and (vi) of [14] (see also Theorem
1 (7) of [13]), one deduces that roots (z,)neN are real non negative and verify

20=0<p1 —K<z1<pa—K<z9<... (32)

We now turn back to Conditions (10) and (11). We start by (10). We compute
from (30)

i 0 by
=24 E 33

g(Z) C+ +(Z+K)m:1cp3n(pm_z_ﬁ)7 ( )

hence, for all j € N, ¢/(z;) = > 0°_; W, which happens to be posi-

tive. We now write

J )

bm bm

29'(2) > ) 5= 5 Lim<j)-

m=1 Cpm (1 + @) m=1 Cpy, (1 + p”;—_n)
J J

Using (32) and the dominated convergence theorem, one easily shows that

E:;:l Cp(ljﬁl[mgﬂ — Z:;:l Cl;)—mm as j — 00. One then deduces from

the above inequality that

b
liminf 22¢'(z;) > —/ >0. 34
it /() > 30 2 (34)

Now, (31) and (32) implies that ) ~_, e~** is a convergent series for all z > 0
which, combined with (34), implies the convergence (10).

We now prove (11), by establishing that lim,, o - i

1 — 3 —
W = 0 with Tn ‘=
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pn — k. Using (33) and g(0) = 1 implies for all # € R

L—g(rn+i0) = g(0)—g(r, +i0)
B ib_m K patif
e lpm— K pmo—pa— i
= m +1— py—eFn -
,mZ:legn [pm’i ’ (Pm = pn)? + 67

‘= Rp(0) +il,(0).

Lt us set R (0) 1= Ty 2 [ 1] + 0y Spm et and
Ry, 2(0) := Zizn_ﬂ :—mgnpm—LL(pmj,;)’;wQ. As (pn)neN is increasing one gets the
following inequalities
= b K
Roa(0) = Z—";[ +1] =£>0,
m=1 CPm LPm — K
02 Rua®) 2 3, Zopmp = 5= D, o=
m=n+1 Pm Pm = Pn m=n+1 CPm Pn — Pm

so that the real part of 1 — g(r, + i) verifies the inequality
|Rn(9)| > |Rn,1(9)| - |Rn,2(9)| = Rn,l(e) + Rn,2(9) > g + Xn- (35)

: 1 b 1 b
(31) entails that |Xn| < Prii—pn Zf?j:n+1 om ~ Cana-T Zf?j:n+1 oo — 0 as

n — 0o. One then deduces that & 4+ x,, > 0 for n large enough, and

1
su - < su < — 0, n — oo,
bR L — g(rn +10)] = peR | Bn(@)] = rn(E + xn)

proving (11). Hence infinite expansion (12) holds.

3.2. Skip free random walks on 7

Quite unlike its continuous time counterpart, risk theory in discrete time seems
to have been less studied. We refer to [17] for an overview of such processes, as
well as [2, Chapter XVI]. This type of process is but a skip free random walk,
i.e. a random walk with at most unit upward movement, and is in fact studied
in many fields of applied probability. We consider here the so-called binomial
discrete time risk model defined by

n
Rn:x—l—n—ZZj =xz+Y,, neN
j=1
where x € N is the initial reserve, the premium rate is assumed w.l.o.g. to be

equal to 1, the claims (Z;);eN form an ii.d. sequence taking values in N. We
let my = E[Z;] and assume that m; € (0,1).
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The discrete ruin probability is defined by

b(z) =P <neﬁl\f{0} R, < o> , zeN. (36)

This corresponds to the probability that a Z-valued random walk starting from
x € N eventually becomes nonpositive. The condition m; € (0,1) ensures that
the random walk has a positive drift so that (x) < 1.

A closed form expression for ¢(x) may be found in [11], however this ex-
pression requires computing an infinite number of convolutions of distribution
of Z1. We are here interested in finding a simple expansion of ¢)(z) as © — oo.
Similarly to Condition (20) in the continuous case, we assume here that

the moment generating function E [eSZ | is finite for all s > 0. (37)

In this discrete setting, the Lundberg equation writes

Y e*PZ>k =1, z€C. (38)
k=0

Restricted to the real numbers, this equation has, thanks to convexity of mean
generating function of Z, a unique solution k£ > 0. We define the probability mass
function f defined by f(k) = e"*P[Z > k], k € N, with moment generating

function i)
> 1—E(el*tr Z)
_ E zk _
g(z)_k_oe f(k)_ 1 — eztr ) z € C.

The following theorem provides an asymptotic expansion of ¥(x) as @ — oo,
x € N and is the discrete analog of Theorem 10.

Theorem 15. Assume conditions (37) holds. Let v > 0 be fized and zyp =
0,21,...,28 the solutions to Equation g(z) = 1 in SI = {z € C; R(z) <
r, —m < (2) < 7w}. Then, the ruin probability 1¥(x) has the asymptotic expan-
sion

N
1 _ K+z
P(x) = — ZRes L o o : ft}fz e~ TR 2 bo(emTFRT) s 1 — o0,
=0

(39)
If zj is a simple zero of g —1, i.e. g'(z;) # 0, then the j-th term in (39) has the
simple form
K+2zj
m-—e ! —(zj+K)x
ektzi — TR (Ze(n-kzj)z) € : (40)

3.3. A two dimensional ruin problem

We consider a two dimensional ruin problem motivated by applications in rein-
surance. The capitals of two insurance companies are modeled by the risk pro-
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cesses ,
N
Rl=aj+cit—Y Zl=z;+Y/, t>0, j=1.2, (41)
k=1
where, ; > 0, ¢; > 0 are the respective initial reserves and premium rates,
{Nj, t >0} are Poisson processes with intensities a; > 0, and (Z})xeN are the
corresponding claims with mean m/. For each j = 1,2, independence between
{N}, t > 0} and (Z])reN is assumed. However no independence is required
between processes {R}, t > 0} and {R?, t > 0}. We suppose that the mean
drifts E(Y;) = ¢; — aym?, j = 1,2, are positive, and then define the eventual
ruin probabilities for each company

’lﬂj(wj) =P (%ggRg < O) , =12

We also consider the probability that (at least) one of the companies is eventu-
ally ruined

Yor(w1,29) := P (ggR,} <0or ggR? < 0) :

i.e. the probability that the two dimensional process {(R}, R?), t > 0} exits the
first quadrants [0, +00)?.

We are interested here in the asymptotics of Yor(z1,22) as (x1,22) tend to
infinity along a fixed direction xzo/x; = g € (0,4+00). We refer to [4, 19] for
related results that concern light tailed claims, or [5, 12] for models featuring
heavy tailed claims.

For j = 1,2, letting g;(z) := E(ezz{), we suppose that Equation g;(z) = 1
has solutions 2 = 0, 27, zJ in S, = {z € C,0 < R(z) < r} for some r > 0,

and that those z{, z{ are simple zeros of g — 1. Thus 1;(z;) has the following 2
terms expansion from Theorem 10

7/1j($j) _ Cge—njzj+§]% [C{e—(nﬁ-z})w} +€j(zj)e—(r+m‘)z17 r; — 400, j=1,2,
(42)
where €;(x;) — 0 as 2; — +00, and

Cj — ajmj
. i (25 Zi\ _ ..
o, E (Zﬂe(zﬁ") ) ¢;

C) = k=01, j=1,2.

The main result of this subsection is the following theorem.
Proposition 16. A two term asymptotic for Yor(x1,x2) as (x1,22) tend to

infinity along the fized direction xo/x1 = q € (0,+00), is given by

Gor(w,qz) = R [Doe™®@7] 4R [Dye= B 02| 4 (2)eRA@ g o,
(43)
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where do(q) > 0, R(d1(q)) > do(q), 0 < limsup,_, |ng(x)] < 1 and where
x— R [Doefdo(q”] and z +— R [Dle’dl(q)ﬂ are the two first dominant func-

. 1
tions among x + Cle ™% x i+ Cle 2% gz s R [Clle_('“*‘zl)z and x —
R {C%e‘qm“f)z} .

Four different cases occur in the asymptotic described in Proposition 16,
depending on the asymptotic direction @ = (1,¢q) :

R(k1 + z%) > qka, K1 > qke > R(k1 + z%),
qra > K1 > qR(ko + 27), or qR(ke + 27) > k1.

To each case corresponds a different two terms expansion for or(z, ¢x) as sum-
marized in Figure 1. Proposition 16 generalizes the one term expansion given in
Theorem 3 of [4]. The last term in (43) is only O(e~*(41(9)%) but the condition
limsup,_, . |74(z)| <1 provides information on how fast this term tends to 0.

R

;
K
/

QR(r2 + 23) > ra K

/
/

Cgemaman 4 ﬁ[(;]’zc—a(m:;,z] ,
) asymptotics direction @ = (1,q)

,
v

’ P

o |are > k1> @Rk + 23)

’ 2, —qraT 1,—KiT
) Clemwmar 4 Cle
/

L7 k1> qre > R(ky +2]) ‘,/“‘

/ .
’ e 1o—K1T 2 —qR2T -7
, . Coe ™% + Cfem = -

I R(k1 +21) > gra

Clemr 4R [Cle-trebe]

Fia¢ 1. Two term asymptotic expansions on the four different regions.

Ezample 17. Let us consider the Stop Loss contract scenario with priority d > 0.
We assume that { R}, t > 0} is the capital of an insurance company with claims
(Z1)neN distributed as min(V,d) where V is exponentially distributed with
parameter A. The second risk process {R?, t > 0} corresponds to the capital
of a reinsurance company which covers the excess of claims with priority d, i.e.
claims (Z}),eN are distributed as (V —d) ™, as described in Example 11. In that
case, the two risk processes R} and R? are dependent. Because of the memoryless
property of the exponential distribution, the Z2’s are exponentially distributed
with parameter \ and the intensity of the Poisson process {N?, t > 0} is given
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by
as = a1P(V > d) = are .

As the Z2’s are exponentially distributed,

(0%)

Yo(xe) = Coe™ ™™ Ky =\ —ag/cs, Cf=—,
CQA

(44)
see Corollary 3.2 p.78 of [2]. The two terms expansion for 1 (x1) is given by
"/)1 (xl) _ Colefﬁlml LR |:Clle*("€1+zi)1 + O(e*(TJrlil)fﬂl)

where 2] is the solution to Equation (28) with smallest real part R(z]) > x1 and
r > R(z1). Note that even though {R}, t > 0} and {RZ, t > 0} are correlated,
Proposition 16 may be applied and, since C? = 0, only three cases occur :

R(k1 + z%) > gke, K1 > qra > R(K1 +z%) and qkg > K1.

This is summarized in Figure 2.

R

asymptotics direction @ = (1,q)

aw

C2emmat 4 Che—m=

Cle=™® + R (vff(nwz;),]

Fic 2. Two term asymptotic expansions for the stop loss model.

4. Proofs for section 2
4.1. Proof of Theorem 1

For the proof of Theorem 1, we need the following lemma.
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Lemma 18. Let f : [—m, 7] — C be a continuous function satisfying f(0) € R
and 3(f(0)) = O(0) as 6 — 0. Then we have the following convergence as
r—1—:

/z% (f<9>%g(i9)) o — :% (f(G)%g(w)) d@—i—ﬂ@. (45)

The above lemma is akin to the preliminary result of Stone [23, p.330], see
also Breiman [7] and Feller and Orey [10]. In these references, only the case of a
real valued function f is considered. In the complex case, we give a short proof
inspired by Lemma 10.11 p.221 of [7].

Proof of Lemma 18. Inspecting the proof of [7], one can see that it is sufficient
to check that 6 — R (f(@)#(w)) is integrable at # = 0. The rest of the proof

may be applied similarly (with minor modification) in order to prove (45). Since

| e R(F0)1-900)
> =

" (f O P 7

and
G 3
11— g(i0)|2 It
R(£(0)(1—-g(i0)))
92

as 0 — 0,

it is sufficient to prove local integrability of at § = 0. We compute

further
R(£O)1—9@)) =R(FO)R (1-900) —3(£0) S (1 -9(0))

The first term is integrable at 0 since

/s %(f(ﬂ))?R(lfM)’de B |f(9)|x/€ 1 Bleos0X1) gy o 4o
. 62 oe[—m,]

. 02

For the integrability of the second term, we need the assumption S(f(0)) = O()
which implies the existence of a constant C' > 0 such that [3(f(0))] < C|0]| for
|0] <e. We use also the inequality |sin(x)| < 2, x € R. Using this, we have

3 (f(9)) sin(0X1)
0 0

do

92

—€ —€

E C|X1|d9 = 250E(|X1|) < +00.

—€

IN
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Proof of Theorem 1. Let us define
ue = Uk)-Uk-1)=> P(S,=k), keN,
n=0

with the convention U(—1) = 0. We use the basic fact that S,, has Fourier
transform ¢(20)™ and that the probabilities P(S,, = k)’s are linked to the Fourier
transform by

1 g .
P(S, =k) = %/ eﬂkeg(w)"dﬁ, neN, keN,

—T

which can be verified by writing g(i6)" = E(e®5") and using Fubini. Hence, by
Lebesgue’s dominated convergence and Fubini’s theorems,

= i "p(S, = k
we = Hm ) rmB(S, = k)
oo 1 T .
— li n_— —ik0 _(:n\n
lim T;Or 5 [We g(i6)"do
1 [ . 1
— i i —ik60 __ —~ )
- o /,7r c 1 —rg(i0) 40

Note that S(uy) = 0. We deduce, thanks to Lemma 18,
1 [ ; 1
=R =— 4 — R (e ™ —— ) db.
w = Rm) =50 v or ) <e - g(z‘@))

We apply the same argument to the ii.d. r.v. (X! ),eN with distribution X, ~
61. This yields, for all £ € N,

11 " 1
1= +— L
2" 2m fe(e 1 19) ’

whence we deduce

Uk—l:i ﬂ-%efike 1 _l 1 do
woo2r ) . 1—g(i0) pl—et
1 (™ e 1 1 1
=— ! - — — ) df, keN, (46
= | (g prem) @ ke @9

the last line justified by the fact that the integral is convergent. The integrand

function
s 1 11
Zrse - =
1—g(z) pl-—e

is meromorphic on the domain {z € C; —7 < ¥(2) <7, 0 < R(z) < r}, r < Ro.
For Ry — r small enough, the poles inside this domain are exactly zi,...,zn
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(the pole at zp = 0 has been removed). Cauchy’s residue Theorem with contour
given in the left panel of Figure 3 implies

1 N esz
U — — = — Res < 1z )
o ; 1—g(z)""
L [T —kr+in) 1 11
— e - — — | df. (47
+27r _we 1—g(r+i0) pl—erti® (47)

Fi1G 3. Contours used for the application of Cauchy’s residue Theorem in the lattice case (left)
and the non-lattice case (right)

Using this, we obtain finally

=Y [k+m)—vk+m+1)] =Y [1/p—ulk+m+1)]
m=0 m=0
> N e (k+m+1)z
LS S ()
e (2)

I < [T 1 1
- —(k+m+1)(r+19) - ' do
2777712_0/_77 (1 g(r+10) ,ul—e“”e>

= ;Res e 1)

—kr ™ —zk@
e 1 1 1
— de. 48
2 /_,r (r+i0) — (1 —g(r+ 19) wl— e””e) (48)
Here we have used that all residues Res (%; zj) are obtained by inte-

grating < on a compact contour around z;, so that exchanging > °_/
and Res(. ) is indeed justified by Fubini’s theorem. By the Lebesgue lemma, the

last term in (48) is o(e~"*) and this proves Equation (5). O
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4.2. Proof of Proposition 2

We prove that if F' is absolutely continuous, then for all Ry < R,

lim  sup |g(r+if)| =0. (49)
60— +oo 0<r<Ryo

Clearly, Equation (49) implies Proposition 2. It is worth noting that this is a
uniform version of the Riemann-Lebesgue Lemma. Let us set for all § € R,
fo(z) == g(z +10), z € C. Since F admits a density, the Riemann-Lebesgue
Lemma implies that fy(z) converges pointwise to 0 as § — co when z € Q :=
{z € C| 0 <R(z) < Rp}. Let us now note that we have the uniform bound

1fo(2)] = ‘E[ew@)X]‘ < ElefoX] < 100, Vze Q.

By Theorem 1.6.4 p.26 of [21], fp(z) converges uniformly towards 0 as § — oo
when z lies in any compact subset K C €. Picking in particular K := {z €
C| R(z) € [0, Rg] and (z) = 0} yields

sup |fo(z)] = sup |g(r+1i0)| — 0, 6 — oo,
2K r€[0, Ro]

which we were set to prove. O

4.3. Proof of Theorem 3

The proof of Theorem 3 follows the same lines as the proof of the main Theorem
in Stone [22].
For the sake of clarity, we divide the proof into several steps.

Step 1: We prove that Condition (6) implies that the equation g(z) = 1 has
only a finite number of solutions in Sg,. Condition (6) entails the existence of
M > 0 such that the equation g(r+:6) = 1 has no solution with 0 < r < Ry and
|#] > M. Since furthermore the obvious bound |g(z)| < 1 if R(2) < 0 exclude
solutions in the half-plane R(z) < 0, the only possible solutions of g(z) = 1 in
Sk, belong to the compact set K = {z € C;0 < R(z) < Ro,—M < S(z) <
M}. The function ¢g(z) — 1 being holomorphic, its zeros are isolated. Hence the
equation g(z) = 1 has finitely many solution in the compact set K.

Step 2: Following Stone [22], we introduce for positive a and h,
V(z,h,a) =E[U(x+h—aZ)—U(x—aZ)] =E[U(z — aZ,h)]

with
U(z,h) =U(x + h) — U(x),
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and Z a random variable with standard Gaussian distribution. Using Fourier
analysis, one can show (similarly to Equation (7) in [22])

h h oo a1 —eiho 242 1
v h _ s R —ixf —a“0°/2 do
(z,h,a) o Tar ) {6 ho 1— ¢(i0)
h
= o + I(z, h,a). (50)
Setting T'(h, z) := 1_§;hz and ¢(z) = #(Z) + i, we then split the integral
I(x, h,a) into
I(z,h,a) = 11(1',}1,(1)*]2(50,}1,(1), (51)
h JFOO . 2p2
Liwha) = o ?R{e’”eT(h,iG)e"’ 0 /250(1'9)} do,
L(z,hya) = LA B =m0 (h, i0)e=0*/2 L\ gg
T 27 ) ’ ipud '

The analysis of the first term I3 (x, h, a) relies on Cauchy’s residue theorem. In
the domain Sg,, the function ¢(.) is meromorphic with poles z1,...,zy (note
that the pole at zp = 0 has been removed). We apply Cauchy’s residue theorem
with the contour given in the right panel of Figure 3 and we let the parameter
L tend to 4+o00. Thanks to condition (6), the contribution of the horizontal parts
of the contour vanishes as L — 400 and we get, for all » € (R(zn), Ro),

1ot 292

o e~ 0T (h,i0)e=* 72 p(i0)do
N 2,2 ~

=— ZRes (e_zZT(h,z)e“ z /2<p(z);zj) + R (2, hya,7)  (52)
j=1
with

- 1 [t . o, s

Li(x,h,a,r) = Py / e =TT (b 4 i0)e® T 20(r 1+ i0)dh.  (53)
™ — 00

Note that the sum of residues is a real number because for conjugate poles z and
Z, the residues at z and Z are also conjugate so that the sum is real. Similarly
for the second term Iy(x, h,a), Cauchy’s residue theorem yields

L[ mwor g e L gg— — Ly B har)  (54)
o ) e ,i0)e 0% = "2, o(z, h,a,r

~ 1 +oo . 2 12 1
T — 7I(T+10)T . a®(r+i0)*/2 )
2(x, hya,r) Py [m e (h,r+i0)e 0 do. (55)
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Equations (50), (51), (52) and (54) together yield

N
h 2,2
V(z,h,a)=——h E Res (eiIZT(h,z)ea * /230(,2);2]-)
w _
Jj=1

+ hR{I,(z, h,a,r)} — WR{Ix(x, h,a,r)}. (56)

Note that the Rieman-Lebesgue Lemma implies that the second term I (z,h,a,r)
satisfies, for all r > 0,

fg(ac, hya,r) = o(e™"") uniformly for a and h in bounded sets. (57)

Step 3: We analyze here the term I;(x, h,a,r) and, similarly as Equation (8)
from [22], we show that

I (x,h,a,7) = o(e”"*(1 +|In(a)|)) uniformly for a and h in bounded sets.
(58)
The argument for this statement is given almost without proof in [22] but can
be adapted from a similar argument in [23] in the following way. One notices
that

o(z) = 9z)—1-pz  (9(z) —1— pz)?

(222 p222(1 - g(2))
so that we have, for a < 1,
Li(z,hya,r) = Jy+ Jo+ J5 + Ja, (59)
with
1 +oo . 2 - 0\2 (T+’i9)—1—u(r+i9)
- —m(r—i—z@)T h 0)e (r+10) /29 do
J1 = e (h,r +1ib)e 20 T 02 ,
Bo= 2 e g gt p @0 0“1 pr £ 0
21 Jig1<1 2 (r +1i0)2(1 — g(r +i0))
. N2
b= Oy ig)ee’ ri02/2 W T10) —1 = plr 1i6))
21 Ji<jo)<a-2 w2 (r+i0)*(1 — g(r +10))
1 i s a2 (raion2 /o (g(r +10) — 1 — p(r +i6))?
7 _ m(r—i—z@)T h 0)e (r+10)/2 ]
YT e (o +ib)e W20+ 021~ g(r 1 0))
Since %ﬁ;“z is analytic on Sg (the pole at z = 0 has been removed), Cauchy’s

residue theorem and Lebesgue’s Lemma yield
J1 =o0(e”"™) uniformly for a and h in bounded sets.
For the other terms, we use the fact that the function

a2(rti0)2/2 (g(r +i0) — 1 — p(r + i0))?

F(0) :=T(h,r 4+ i0)e 20 T i02(1 = g(r £ i0))
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is bounded for |0] < 1 and satisfies

Fl0) =0 (%) as (0] > 1

and .
F(0)=0 (e_“ 0 /2) as 0] > 1.

This justifies the following estimates

1 .
Bl = | [ e ore) - o)
1 —x(r+i -rr
sl = 5o /1 ol<a? HOF(9)dg| = O(e™"|log(a)]),
<|0|<a—2
1 .
BARES mr /9> s e TP (9)df) = O(e™"™).

Gathering the above inequalities in (59), we obtain (58). The term O(e~"*|log(a)|)
can be replaced by o(e™"*|log(a)|) because r € (R(zn), Ro) is arbitrary. Equa-
tions (56), (57) and (58) together yield

V(z,h,a)— % = —hZRes (eiIZT(h, z)e“QZQ/QgO(z); zj) +o(e™"(1+]|1In(a)])).

(60)
Step 4: We prove the following inequality:

Vie+e ™, 1—-2e7" e " /) — Me™ "™ < U(x,1)
<A—e ™) W(r—e " 1427 e ). (61)

Recall the definition V (z, h,a) = E[U(z—aZ, h)] with U(z, h) = U(z+h)—U(x)
and Z a standard Gaussian random variable. Using the fact that U(.) is non
decreasing, we check, for |y| < e "

Ux+e ™ —y,1—2e7") <U(x,1) <U(x —e "™ —y,1 +2e).

Let xg > 0 be such that, for all > xg, P(|Z] > x) < e " < 1/2. Besides, the
fact that renewal function = — U(z) is sub-additive implies that there exists
some constant M independent from h and x such that

0<U(x,h) <M, forallz>0andhin a bounded set. (62)

By the definition V(x, h,a) = E[U(x — aZ, h)], both sides of Equation (61) are
obtained by splitting

V(zte " h,a) = E[U(zxe " —aZ, h)1{z1<o|+E[U(xte™ " —aZ, h)1{ 71> 0]
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with the values a = a(z) = e " /x and h = h(x) =1+ 2e”"".
Step 5: Let us now prove the following estimate

N
Uz, 1) — % == Res (e "*T(1,2)p(2); 2j) + o(e” ™). (63)

j=1
This is roughly obtained from (60) by setting
a=a(x)=e"/z and h=hy(x)=1+2e"""

This can be made rigorous thanks to Equation (61). We have, uniformly in the
neighborhood of z;, j =1,..., N,

e—(miefm)zT(h(x%Z)e—a(z)zzz/Q _ e—mz[l +O( —rw)]
T, 2) +o(e™™)] [1+ o(e™"™)]
e T (1,2z)+ o(e™"™)

so that
Res (e*(ziefm)ZT(h,z) a?s%/2 w(z); 2 ) Res (e7"*T(1, 2)¢(2); zj) + o(e™"™).
(64)
Besides, left hand side of Equation (61) and Equation (64) entail
:I:l———i—ZRes PF(1, 2)0(2); 25)
> V(e+e ™1 -2 e " x) - Me™ "™ — —
i
+ZReS TPET(1, 2)0(2); 25)
= V(x +e " h(x),a(x)) — Me™""
1 - 2,2
——+ ZRes (e’(miew)zT(h, 2)e® * 2p(2); Zj) +o(e™™) (65)
uo 4
J=1
Now from (60), we have
V(z+e " h(x),a(x))— ZRGS( (@e™"™ )ZT(h,z)e‘IzZZ/Qcp(z);zj)
= o(xze™"™)

Together with (65) and since h(z) =1+ O(e™") , this yields

(z,1) — —JrZRes “T5 (1, 2)p(2); 2;) > o(we™"), (66)
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A similar upper bound is proved in the same way, using the right hand side of
Equation (61). We deduce

(z,1) — —JrZReS TEET(L, 2)0(2); 25) = o(ze” ).

We can replace o(ze™"") by o(e”"") because r is arbitrary in (R(zn), Rp). This
proves Eq. (63).
Step 6: We finally prove Equation (7). Since lim, o, v(z) = 0, we have

(oo}

v(e) = e +k) —v@+k+1)] =Y [FU@+k1)+1/u. (67
k=0 k=0

Using Equation (63), we deduce, for all » € (R(zn), Ro

) = ZZRGS( “EERE(, )w(Z);zj)Jro(e*’“(Hk))

k=0 j=1

N —rz
= ZRes (16
j=1 -

_ iR (simaryis ) o™ (68)

Equation (7) follows easily. O

T(1,2)¢(2); zj) +o(e™")

4.4. Proof of Corollaries 4 and 6

Proof of Corollary 4. We consider first the lattice case. According to Condition

(8), one can consider (r,),>1 an increasing sequence such that r, — 400 and
1 —

ern(1—g(rn +140))|

lim  sup
n—-4o0o —n<O<r

According to Equation (48),

—kz

(rn)
- NZ fes (<ez “(- g(z))“"j)

1 (7 e klrati®) 1 11 20
Com et 1 <1 —g(rn +i0)  pl— e”l“e)

with N (r,,) the number of solutions of the equation g(z) = 1 in Sj . Lebesgue’s
dominated convergence Theorem implies, for k > 1,

T —k(r,+1i0) 1 1 1
lim [ S— - =) do =o.
n—too [__ernti® — 1\ 1—g(r, +i0) pl—emtit
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This yields the result (9).
We now consider the non-lattice case. Thanks to Assumption (11), let (7, )n>1
be such that r,, — +o00 and
! —0 —

su - , N — o0.

ver | Fn(1— g(rn + i0))
We will prove below that setting h = 1, r = r, and a = an(z) = ¢ ™% /2 in
Equation (56) and letting n — 400, we obtain

zz] —zj _ 1)

:__ZRQS (1, 2)0(2) =——Z 2

remembering that roots (z;);eN are simple. This is justified as follows:

, (69)

- Condition (62) together with Lebesgue’s dominated convergence Theorem
implies

V(z,h,a) =V (x,1,e”"™*/z) = U(x,h) asn — +oo. (70)

- Recalling that I, (x, h,a,r) and I(z,h,a,r) are respectively given by (53)
and (55), the integral term I, (z, h, a,7) — Iy(x, h,a,r) with h = 1, r = 7, and
a = e ™" /x converge to 0 as n — +oco. Indeed, condition (8) and the upper
bound |T'(h,r +i6)| < 2/r imply

|i1(1'; h,a,r) - iQ(xvhaaﬂT”

+OO 2 . 2
_ i / 671(T+i0)T(h,T+Z‘9)€a (r+1i60)=/2 1 ' do
27 —g(r+10)
—xr “+o0
< e / 1 27"2/27“262/26[9
S . [T
_ 1 y e—r e¢127"2/2 /o
su
- GEE r(1— g(r+10)) T a
< s ! ‘ X \/§x e (7,72162%1)
u X s E— .
- GEE rn(1— g(ry, +i6)) LS P 2z

This last quantity goes to 0 as r, — +0o0.
- Let us recall inequality |e* — 1| < e|z| for all |z| < 1. As roots (z,)neN are
simple and real, one has for all j =1,..., N(r,,), and for n large enough,

’Res( —(zke” T"I)ZT(l z)e an(@)’/2 o(2); 2 ) Res( IzT(l,z)go(z);zj)

— ’Res ([(3j[67TTLIZ(5’1"'(””)222/2 - 1} e T (1, 2)e(2); zj) ’

[ e @2 ] | [Res (7 T(1, 2)0(2); )|
<e|te Tz + an(x)Qz?/Qy -|Res (e7**T'(1, 2)¢(2); z;) |
< Me ?"r2 |Res (e7*T(1, 2)(2); 2) |
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where M = M (z) is a constant independent from n and j, but which may
depend on x > 0. One thus deduces

N(ry) ) s
Z ‘Res (ef(xieimm)ZT(l,z)ea"(x) ? /2gp(z);zj)
j=1
N(’"n)
—Res (e 7T (1, 2)¢(2); ;)| < Me™>™*r Z |Res (e7*T'(1, 2)(2); 2|
j=1

(71)

which tends to zero as n — oo because of Assumption (10).

- The fact that Iy (z, h, an(z),7,) — I2(x, h, an(x), ) tends to 0 as n — oo and
convergence (70) (with h = 1) as well as inequality (71) implies (69) from
(56).

The end of the proof follows easily, as in Step 6 of the proof of Theorem 3:
Equations (67) and (69) imply (12). O

Proof of Corollary 6. In the lattice case, we deduce from Corollary 4 that

wk) = UR) - Uk —1)=v(k) —v(k—1)+ %
1 N e—kz _ e—(k—l)z
- ﬁ*;ResQezn(lg(z))’zﬂ’)
1 N esz
= iR (1—g<z>’zj> |

Finally, note that zo =0, g(0) =1, ¢’(0) = u so that

1 —kz
— = Res (76 ;zo) .
I 1—g(z)

In the non-lattice case, we deduce from Corollary 4 that
dU 1 d
(0) _ 1, defw)

we) = T ut A
N
1 esz >
= —— Res | ————;z; | .
e (o
The result follows since L = Res (1 O
e result follows since = Res (179@,20).

5. Proofs for section 3
5.1. Proof of Theorem 10

Assumption (20) that the moment generating function of G is finite everywhere
is equivalent to the fact that the tail function G = 1 — G decreases super-
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exponentially fast, i.e. G is in D with
D:={f:[0,400) — C|¥Vr>0, f(z)=o(c"")asz—o0}. (72)

The following lemma can be verified easily.
Lemma 19. Let f € D, then
1. . — e** f(x) belongs to D for all z € C;
2. /OO f(y)dy belongs to D.

x

Proof of Theorem 10. Tt is well known that ¢ (z) satisfies the following defective
renewal equation

v(@) = L) + [ 0la = L), (73)
where N
L(z) :/0 %G(y)dy, x>0, (74)

can be seen as the cdf of a defective distribution (because L(+00) = 2m < 1),
see e.g. Corollary 3.3 p.79 of Asmussen and Albrecher [2] or Eq. (7.2) p.377 of
Feller [9].

We introduce the probability distribution dF(x) = e"*dL(x) and use the
notation

e 1
g(z) := / e dF(x) = 2 E (e(”“)z — 1) )
0

cz+kK

o= /OooxdF(ac) and o :z/()oox2dF(x) (75)

for the moment generating function and the first and second moments of F.
Elementary calculation yields

o0 = s 2 (ze0o) ). ™

Thanks to the assumption G’ € D and Lemma 19, the tail function of F' belongs
also to D whence the moment generating function g(z) is defined for all z € C.
Setting ¢, (z) 1= e"1p(x), (73) entails the non-defective renewal equation

mm=4mﬁ[mm—mww,am:w%w, (77)

see Feller [9] Eq. (6.12) p.376. The distribution F' is non-lattice so that Smith’s
renewal theorem entails the classical Cramer-Lundberg asymptotics:

O Jo 2Wdy _ c—am
 Jo ydF(y)  c—aBE(Zyer)

as x — 400, (78)

Y (z) =
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the last equality being obtained by direct computation, see e.g. Theorem 5.3
p.86 of [2].

We now wish to provide an expansion of ¥ (z) and provide extra terms in
(78). Let us introduce

Ux) =Y F™(), v@)=U)->-L% z>0

n=0 K 2'U/

The solution to (77) is given by

= IZZL'* = IZZL'* @ IZZL'* v
bnlz) = / (z — y)dU(y) / @0+ / (z—y)do(y).  (79)

Using the fact that fom z(x —y)dy = fo y)dy, an integration by parts and the
definition of C', we obtain
o0 dy xr , o
Yu(z) -C = - Z(y); + | 2@ —ylo(y)dy —v(0-)z(2) + —mo(z)
x 0
= L(z)+ L(x) + Is(z) + Ly(x). (80)

We recall that o — G(z) belongs to D defined in (72), so that one easily sees
that z(z) defined in (77) belongs to D, and that [;(x) and I3(z) are o(e™"")
from Lemma 19. Thus we only need to study asymptotics of the terms Iz(x)
and I (z) as * — oo in (80).

We start with I,(x). Let us note that, as g(z) is defined for all z € C, R
defined in (2) is equal to +oo, as well as Ry in Theorem 3. Expansion (7) in
Theorem 3 yields

N « e

Now turning to Iz (x). By a change of variable one has that I(z fo
y)dy, so that, using Expansion (7) in Theorem 3 for v(x — ) ylelds

Z / Res( el(f y()z)) j) dy + /sz'@)e—“z-we(x—y)dy

(82)
for some function &(.) vanishing at +oo. Furthermore, it is easy to check that

z + Z'(z) € D. One then verifies that [~ 2’(y)Res (2(179(”; zj) dy is an

o(e , by writing the residue as an mtegral over a fixed contour including
z; then using Lemma 19. One also checks that the last term on the right hand
side of (82) is o(e™ ") by a dominated convergence argument. One may thus
write in (82)

7"”1))

= Z /OO y)Res <%; zj> dy + o(e™""). (83)

Jj=1
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Deriving 2(y) = e L(y) with L(y) given in (74), expressing the residue as
an integral over a fixed contour and using Fubini, thus yields the following
expression for the terms in the summation on the right hand side of (83) :

[ =omes (S e
Res<df_7w£ :’(y)eyzdy;zi-o)
=res (s L [

o0

— e(z“‘”)ygé(y)dy] : zj)
0 &

e %z -Oé 0 0 e
~Res (i (SR ([ e i)
o o0
([ )]
¢ 0
—zz (z+Kr)Z _
= Res c T gl L Z
2(1—g(2)) |cz+k Z+K
1
(z+r)Z _ o
cz—i—/ﬁE(e 1)}’%)’

which, since z; satisfies g(z;) = 1 with g(z) given by (75), yields

/oo /( )R ( ef(zfy)z )d
2'(y)Res | —————; 25 | dy
0 2(1—-g(2))™
e " K o K
=R i — 1|z
(G 5t )
B e [-2—%rm]
~re ()
Plugging (84) in (83) and summing I»(z) and Expression (81) of Is(x) then
yields from (80)

G (v)dvdy

oo

(84)

N e |14+ %m
w”(x)_czglRes(lg(z)[ ) el

Let us now note that in the case where ¢'(z;) # 0, the residue in the jth term
in the above can be explicitly given and, thanks to (76), is equal to (27). Let

—1+%m .
TE(ZeCo 7)1 with

zo = 0 and that ¢’(zo) # 0, so that the above yields Expansion (39). O

us also note that expression of C' provided in (78) is but —
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5.2. Proof of Theorem 15

We let b(k) := P(Zy = k), k € N, the probability mass distribution of Z; and
denote its survival function by I(k) := P[Z > k+ 1] = 372, | b(k). Let us in
particular note that b(0) can be positive. In other words, there is a possibility
that there is no claim (or equivalently, a claim of size 0) at time n. We define

Dy :={f:N—C| f(k) = o(e”*%) Vs > 0}

and suppose here that the Z;’s verify that k& — (k) € Dy . we let k > 0 its
unique real positive solution.
The following lemma is the discrete analog of Lemma 19:

Lemma 20. Let f € Dy, then
1. k € N e** f(k) belongs to Dy for all z € C,
2. keNw— Zf(j) belongs to Dy.
j=k

Similarly to (74), (23) and (75) we define the following discrete measures
F(.), associated probability mass function f(.) and complex valued function
g(.) which we recall here:

F(z) = Y f(k), z€N, f(k):=e" (k)
k=0

= e"*P(Z>k41), keN, (85)
g(z) = / e*TdF(z) = Ze(z"'”)kP(Z >k+1)
0 k=0

1— E(e(z-i-n)Z)
= T ? e C. (86)
g(z) is thus defined for all z € C and is equal to E(e*¥) for some integer valued
r.v. X with probability mass function f(.), and with expectation and second
moment E(X) := p and E(X?) := po.
Proof of Theorem 15. We proceed along the lines of Proof of Proposition 10.

Setting L(x) := > yes l(y), x € N, the discrete time analog of (73) is

Y(@) =Y vz —k)(k) + L(x), z€N, (87)
k=0

see e.g. Proposition 1.2 p.488 in [2]. Letting ¢ (z) = e"*¢(z) and z(z) :=
e" L(x), and by the definition of f(k) for all k in (85), we obtain from (87) the
renewal equation

k=0
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Since X is lattice, the corresponding Smith’s renewal theorem implies that

m —e"

the last equality can be verified by direct computation. Let us note in passing

that (89) provides the Cramer Lundberg asymptotics 1(x) ~ % e rr
for x — oo, x € N, in the discrete case. Defining now
S J o pe g
UG) = Y PG, = UG=UG-1). o) = UG)-2- T e
n=0
with U(—1) = 0, solution to (88) is given by
x xr 1
Bl0) = Y sl B = Yo sle — ) |5+ o(k) ol - 1)
k=0 k=0 H
1 x T r—1
= = zle—k)+> z@—kok) - D 2z —k—1u(k),
"= k=0 k=—1
1 x r—1
= —>» z(k)+ Z[z(:c —k)—z(x — k= 1)vk) + z(0)v(z) — z(x)v(-1).
"= k=0
Substracting in the above constant C' given by (89) yields
x—1
bul@)—C = = Z B)+ 3 [(a— k)~ 2(a—k—1)]o(k)+2(0)0(z)— 2(z)o(—1),
L — k=0
(90)

The first and last term on the right hand side of (90) are o(e~"*) by Lemma 20,
hence we are interested in the following quantities

Li(z) = i[z(z—k) —z(x —k—1Dv(k) = Z[Z(k) —z(k = Dv(x — k),
k=0 k=1
L(z) = z(0)v(z) = L(0)v(x) = mv(z).

Thanks to Theorem 1, one has that

esz
ZRQS’ ( D4 >>;Zj) *ole™™) oD
and we then turn to I (z). Writing
2(k)—z2(k—1) = e"*L(k) —e** DLk —1)
= [ —eMe*Lk) + e F VLK) — L(k — 1)]

[ )
[1—6 n] nkL(k) n(k 1)l(k’ )
[1— e "z(k) — " Vi(k - 1), (92)
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then writing, in view of expansion (5),

—(z—k)z

vz —k) = iRes ( € ;zj) Fey pe @ h)
j=1 (ez - 1)(1 - g(z))

for some (&,,)neN vanishing at oo, one obtains,

(e - 1)21 — 2ol el Lik)em 0 zx}%)

k=1

N
L(z) = Z Res
=1

N
— Z Res
j=1
T

+ [2(k) — z(k — 1)]eg_re "R, (95)
k=1

x

1 A=) _ 1)e—@—F)z. .
(ez o 1)(1 _ g(Z) ; l(k 1) ’ J](94)

Using Lemma 20 as well as a dominated convergence theorem, it is not hard to
see that (95) is an o(e~ ") as © — oo, © € N. We then study (93) and (94). One

verifies that € N — Res {m S €Ik — l)ekz;zj] € Dy
by writing the residue as an integral over a fixed contour including z; then
using Lemma 20, so that in (94) we compute

Res :(ez — 1)(11 — g(z))e*“ g e"E=D(k — 1)ek?; Zj]
= Res :(ez — 1)(11 —° e §e<z+”>klp(z > k+1); zj]
S [ _i S ]
= Res = 1)(11 — g(z))e“ezg(z);zj} +o(e™"), j=1,...,N.(96)

Next, we compute, for all z,

ién-‘,—z)ki(/@ _ i i e(n-i—z)kl(n) _ i [ n e(n+z)k‘| I(n)
k=1 k

k=1n=k n=1 =1

0 1— e(/{Jrz)n
. K+z
= Z[e = }l(n)

n=1

eftr & 1 =

- Y 2 o7 (k+2z)n
= 176K+Z;l(n) T n;le I(n)

e’iJFZ 1 K+z
= o m U0 = Tz e o) — L(0)]

en-i—z
= T m— 9], (97)
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One verifies thanks to Lemma 20 and writing the residue as a contour around
zj that © € N — Res [m > a1 e(""’z)kfl(k’);zj} € Dy, so that
inserting (97) in (93) yields

Res

1 - — e F enk_ 6_(1_k)z'2‘
D0 g 2L ¢ e R ]

1 eht?

= Res |:(ez - g(z))e_mzl _ertz [m —g(2)]; Zj] +o(e™™). (98)

Respectively inserting (96) and (98) in (94) and (93) in I;(z), and adding I2(x)
in (91), yields

al [ 1—e " ertz
Li(z)+ L(x) = ;Res_(ez—l)(l—g(z))l—e“+z[m_ ]

 Res | ()
- Z Res J efe "%, z]}
j=1 :

N _
+ j:ZOReS _(ez — 1)(1 _ g(z))erz;zj] + o(e™"®),

ekaJrz

= — Zl Res L _Z(Z) i ;_g(:ﬁ)-‘rz e % zj] +o(e7").(99)

Plugging (99) into (90) yields (39), provided that we prove that residue of

_ Ktz
717;(2) mlz(;)fz e " at z = z9 = 0 equals Ce """, C given by (89). This
computation is in fact included in the case where the ¢’(z;)’s are non zero, in
which case jth term of (99) is equal to (40), which we proceed to consider now.

Direct computation from (86) coupled to the fact that g(z;) = 1 gives

SR (ZelHY (1 enta] 4 [1 - B(el a7 erte
g (Zj) = (1 — ertzi)2

E (Ze(“+zj)z) etz
1—ertzi 1—ertzi

1 m—g(z)e"t?
1—g(z) 1—ert=

so that it is easy to verify that Res [ e*“;zj] is (40) times
ef(kaJrz]')x'

O

5.3. Proof of Proposition 16

Proof of Proposition 16. We recall that two functions f and h satisfy f(z) >
h(x) iff h(z)/ f(z) tends to 0 as & — oo. In the following we consider cases where
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q > 0 is such that functions respectively satisfy
G173 0 [Clemter7] s [pewm, e [Oemaes+787] Lo
Céefnlm > Cgefqlmm > {% [Cllef(lﬂJrz})z} , R |:012€7q(li2+2?)1i| }(’101)

all other cases being treated similarly. We will use the following inequalities (an
easy and direct consequence of Lemma 2 (i) of [4])

P1(x1) < Yor(x1,x2) < 1(x1) + a(x2). (102)

Let us first consider the case (100). Using expansions (42) with z1 = =, z2 = gz,
as well as (102) we get

E1($)e_(r+m)z < or(x,qx) — Cole—mz R [Clle—(m-i-zi)z
< Cge_q’wm + R |:0126—q(f€2+zf)m:| + El(x)e_(r+”1)m + 52((1:6)6—(7‘-1-&1)!1:3. (103)

We now note that the terms on the far left and right hand side of (103) divided
by e~ R(1+21)7 tend to 0 because of Assumption (100), which proves (43).
We now consider case (101). Using again (102) we get, similarly to (103),

g1 (x)e”rHr)e LR [Clle_(”ﬁzi)z} —Cge 12" < ahor (2, qr)—Cle™ T —Cle™ 172"

< R[ClemrDr | [ Cfemta e gy ()4 ey (gupemirine

(104)
Because of Assumption (101), we get from (104) that
e1(z)e~(rtr)e LR [C’lle*('“”"ﬁzi)z} — Cge~1r2®
—1= zlbn;o Cge*q“ﬂ
< lim g Lortroa) —Coe 77— Gl
T—00 C’Oe*q'wm
< lim sup $or(@:9%) = c;(}e*m = Coe ™
T—00 C’Oefanac
R Cllef(m“i)x] +R [Cfe’qmﬁz?)x} + e1(x)e”THRT 4 oo (qr)e (rHr)ar
< lim 5
T—00 Coe*qnzx
which proves (43). O
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