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Abstract

In order to approximate the exit time of a one-dimensional diffusion
process, we propose an algorithm based on a random walk. Such an
algorithm was already introduced in both the Brownian context and in
the Ornstein-Uhlenbeck context. Here the aim is therefore to generalize
this efficient numerical approach in order to obtain an approximation
of both the exit time and position for either a general linear diffusion
or a growth diffusion. The efficiency of the method is described with
particular care through theoretical results and numerical examples.
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1 Introduction

In many domains, the simulation of the first exit time for a diffusion plays a
crucial role. In reliability analysis, for instance, first passage times and exit
times are directly related to lifetimes of engineering systems. In order to
emphasize explicit expressions of the lifetime distribution, it is quite usual
to deal with simplified models like Ornstein-Uhlenbeck processes. Indeed
they satisfy the mean reverting property which is essential for modeling
degradation processes. In mathematical finance studying barrier options also



requires to describe exit times since it is of prime interest to estimate if the
underlying stock price stays in a given interval. In the simple Black-Scholes
model, the distribution of the first exit time is therefore well-known. In more
complex models corresponding to general diffusion processes, such an explicit
expression is not available and requires the use of numerical approximations.

Several methods have been introduced in order to approximate first exit
times. The classical and most common approximation method is the Eu-
ler—-Maruyama scheme based on a time discretization procedure. The exit
time of the diffusion process is in that case replaced by the exit time of
the scheme. The approximation is quite precise but requires to restrict the
study on a given fixed time interval on one hand and to describe precisely
the probability for the diffusion to exit inbetween two consecutive nodes of
the time grid on the other hand.

In this study, we aim to introduce a random walk in order to approximate
the diffusion exit time from a given interval. Let us introduce (X, ¢ > 0)
the unique solution of a stochastic differential equation:

dXt = b(t,Xt) dt + O'(t,Xt) th, t > 0,

where (W, t > 0) stands for a one-dimensional Brownian motion. Let us
also fix some interval I = [a, b] which strictly contains the starting position
Xo = x. We denote by T the diffusion first exit time:

T=if{t>0: X; ¢[a,b]}.

Our approach consists in constructing a random walk (7},, X, ),>0 on Ry xR
which corresponds to a skeleton of the Brownian paths. In other words,
the sequence (T}, X,) belongs to the graph of the trajectory. Moreover
we construct the walk in such a way that (7,,, X,,) converges as time elapses
towards the exit time and location (7, X77). It suffices therefore to introduce
a stopping procedure in the algorithm to achieve the approximation scheme.
Of course, such an approach is interesting provided that (7, X,,) is easy to
simulate numerically. For the particular Brownian case, the distribution of
the exit time from an interval has a quite complicated expression which is
difficult to use for simulation purposes (see, for instance [12]) whereas the
exit distribution from particular time-dependent domains, for instance the
spheroids also called heat balls, can be precisely determined. These time-
dependent domains are characterized by their boundaries:

Yy(t) =+ /tlog <Cf>, for t € [0, d?], (1.1)



where the parameter d > 0 corresponds to the size of the spheroid. The first
time the Brownian motion paths (¢, W;) exits from the domain

{(t,z) : |z| < ¥4(t)}, denoted by 7, is well-known. Its probability density
function [5] is given by

W)= —— |4 (dz) >0 (1.2)
g — 10 — ], - . .
P dv2m\[ t & t

It is therefore easy to generate such an exit time since 7 and d?Ue™V “are

identically distributed. Here U and N are independent random variables,
U is uniformly distributed on [0,1] and N is a standard gaussian random
variable. Let us notice that the boundaries of the spheroids satisfy the
following bound:

i+ (t)] < vt € [0,d%]. (1.3)

d
e’
This remark permits to explain the general idea of the algorithm. First we
consider (7T, Xo) the starting time and position of the Brownian paths, that
is (0,z). Then we choose the largest parameter d possible such that the
spheroid starting in (7p, Xp) is included in the domain R x [a,b]. We ob-
serve the first exit time of this spheroid and its corresponding exit location,
this couple is denoted by (77, X1). Due to the translation invariance of the
Brownian motion, we can construct an iterative procedure, just considering
(T1, X1) like a starting time and position for the Brownian motion. So we
consider a new spheroid included in the interval and (75, X2) shall correspond
to the exit of this second spheroid and so on. Step by step we construct a
random walk on spheroids also called WOMS algorithm (Walk On Moving
Spheres) which converges towards the exit time and position (7, Wy). This
sequence is stopped as soon as the position X, is close enough to the bound-
ary of the considered interval. The idea of this algorithm lies in the definition
of spherical processes and the walk on spheres introduced by Miiller [7] and
used in the sequel by Motoo [6] and Sabelfeld [10] [11]. It permits also in
some more technical advanced way to simulate the first passage time for
Bessel processes [3].

In this study, we focus our attention on diffusions which are strongly
related to the Brownian motion: they can be expressed as functionals fo
the Brownian motion that is X; = f(¢,W;). The idea is to use this link
to adapt the Brownian algorithm in an appropriate way. This link implies
changes on the time-dependent domains for which the exit problem can be
expressed in a simpler way. For these diffusion families, we present the ran-
dom walk algorithm (WOMS), describe the approximation error depending



on the stopping procedure and emphasize the efficiency of the method. We
describe the mean number of generalized spheroids necessary to obtain the
approximated exit time.

2 WOMS algorithm for L-class diffusions

The Walk on Spheroids already introduced for the Ornstein-Uhlenbeck pro-
cess in [4] permits to approximate in an efficient way the exit time. We aim to
extend such numerical procedure to a wider class of stochastic processes. We
focus our attention to the family of L-class diffusions (linear-type diffusions)
which generalizes the Ornstein-Uhlenbeck processes. For such diffusions, all
the coefficients can be time-dependent. Moreover they are based on a strong
relation with a one-dimensional Brownian motion.

2.1 L-class diffusions
This particular family of diffusions was already introduced in [13].

Definition 2.1 (L-class diffusions). We call L-class diffusion any solution

of
dX, = (a(t)X; + B(L))dt + &(t)dW, t>0,. (2.1)

where o and (B are real continuous functions, & is a continuous non-negative
function and (Wy)i>0 is a one-dimensional Brownian motion.

We solve equation (2.1) in a classical way. Let us introduce

t
0(t) := /0 a(s)ds. (2.2)

Lemma 2.2. The unique solution of (2.1) is given by
t t
X, = Xoe ) 4 =00 / e(5) 3(5)ds + e / O G(s)dW,, > 0.
0 0

Proof. Let us consider g(t,x) = ze?®). The statement is therefore an easy
consequence of 1t6’s formula:

d(g(t, X)) = —a(t)Xtee(t)dt + ea(t)dXt
= —a(t)Xte9(t)dt + ee(t) (O[(t)Xt + B(t))dt + e@(t)a_(t)dwt
= OBy dt + D (t)dw;, t> 0.



This expression of the stochastic process X is actually not handy for
the construction of the algorithm. We would like, as for Onstein-Uhlenbeck
processes in [4], to transform the martingale part of the diffusion into a time
changed Brownian motion. However, we cannot apply such a transformation
in the L-class framework, that is why we shall proceed in a quite different
way.

To that end, let us suppose that X, solution of (2.1) can be expressed using
a time-changed Brownian motion:

X = fo(t, Wp(t)) + x9, Vt>0, (2.3)
with p(0) =0, p/(¢t) > 0, for all ¢ > 0 and f1,(0,0) = 0.

Lemma 2.3. Let 6 the function defined in (2.2). Then the unique weak
solution of (2.1) is the process (Xg, t > 0) defined in (2.3) with

folt,z) = o0 , Fet), cft)=e 0 tﬁ(s)ee(s)ds
0
t

p'(t)

and p(t) = fy/o 5(s5)%e?) ds. (2.4)

Proof. Let us first introduce the process (My)ier, defined by

M, = / NZIOLL (2.5)
0

where W; is the Brownian motion introduced in (2.1). We notice that this
process is a martingale with respect to the Brownian filtration and (M), =
fg p/(s)ds = p(t). We introduce the process X; := fr(t, M;) + zo. Using
[t6’s formula we get

G 1 0? 3,
dX, = %(t, My)dt + 5 p'(t) ag}f; (t, My)dt + %(t, M)/ p' (£)dWr.

Computing all functions appearing in the previous equality, the stochastic
process X; is solution of (2.1). Using Dambis & Dunbins-Schwarz Martin-
gale representation theorem (see Theorem V.1.6 p.170 [9]), there exists a
Brownian motion B; such that

M; = By, Vt>0. (2.6)

t?

We deduce that M; ~ W, ;) and therefore (Xt)tzo ~ (Xt)t>0 with

Xe = fo(t, Wyw) + o O



Remark 2.4. Let us just fix the parameter v appearing in the expression of
(Xt, t > 0) for notation simplicity: v = 1.

Remark 2.5. If the starting time associated to the study of the L-class diffu-
ston 1s not the origin but another time ty, then we also obtain an expression
of the same kind as (2.3). Let Yy the unique weak solution of

{ dYi=(a(t +to)Y; + B(t + to))dt + & (t + to)dW;, t>0
}/0 :Xto'

Then
fH—tO a(s)ds
}/;5 = fL(t =+ t(), Wp(t+t0)fp(to)> + Xt() — elto C(to), (27)

with fr, given by Lemma 2.5.

2.2 Spheroids associated to a L-class diffusion
Introducing the exit time of the spheroid.

We determine a specific spheroid for the diffusion by using the relation
with respect to the time changed Brownian motion. The boundaries of the
spheroid associated to the diffusion starting at time ¢y in xg are denoted by
Yk (t; to, r9) and the corresponding exit time is

0 =1inf{t > 0: V¥ ¢ [WE(t; to, 20), L (& to, )]}

Proposition 2.6. Let us consider the spheroid starting in (to, Xy,) with
boundaries defined by

VE(t; to, Xey) = e/ g (p(t4-to) — plto)) +e(t+to) —e(to)e ") + Xy
for allt > 0, then the associated exit time satisfies

d _
0 Z (7 + pLlte)) — to (2.8)

where T = inf{u > 0|W,, ¢ [¢_(t), ¥4 (t)]}, ¥+ being defined in (1.1).
Proof. By definition,
70 =inf{t > 0: Y ¢ [WL(1), 0L ()]}
t+t
= inf {t > 0: e W )+ et + to) + Xoy — clto)elo

ATAORTAOIS

a(s)ds



Using % introduced in the statement, we obtain the following expression
for 7%0:
L

inf{t > 0: Wyi440)—p(to) & [¥—(p(t +to) — p(t0)), Y+ (p(t + to) — p(to))]}
=inf{p " (u+ p(to)) —to > 0: Wy & _(u), vy (u)]}
= p. (T + pr(to)) — to,

where 7 = inf{u > 0: Wy, ¢ [v_(u), 4+ (u)]}. O

Size determination of the spheroids

To define a WOMS algorithm for the L-class diffusions, we need to determine
a suitable size for the spheroids in order to stay fully contained in the con-
sidered interval. Such size can be chosen by describing both the minimum
and the maximum of the spheroid boundaries.

The size of the Brownian spheroid introduced in (1.1) depends on a scaling
parameter d > 0, the support of the associated boundaries {1 being there-
fore equal to [0, d?]. Since the generalized spheroids used for L-class diffusion
are directly linked to the Brownian one, the parameter d also changes their
size and the boundaries 1% are defined on the support [0, p~1(d?+p(to)) —to].
Let us now precise this parameter d.

Proposition 2.7. Let m > 0 and 0 < v < 1. For any (zo,to) € [a,b] x RT
we define a parameter d = d(xq,ty) such that the spheroid associated to the
L-class diffusion starting in (to, o) is totally included in [y zy, byao]. Here
Uy,zo aNd by 5y stands for ay, = a+y(x —a) and byy =b— (b —x). This
parameter is given by

= min(1,5_) ; ( . )
mlT) (3 ) i 20~ 0 <= 20

where

to to+m 1 fotm |6(5)|2
L 21
m = €70 e \/E to 5’(8)2 ds ) ( 0

and k+ are defined by the following equations:

’{—&-(b'y,wo —x0) = Am\/p(tO +m) — p(tO)

and

K (20 = y20) = A/ plto +m) — plto)-



Remark 2.8. e The previous statement consists in finding d such that

The last condition in partzcular leads to t < m since p is a strictly
increasing function.

e [t is possible to let m depend on the couple (to,xo) which should per-
mit to obtain bigger spheroids which are still included in the interval.
Nevertheless for numerical purposes, such a procedure slow down dras-
tically the algorithm we are going to present.

e The choice of the constant m is important, since it slows down or to
speeds up the algorithm.

Proof. Let us first point out an upper bound for ¢f_ starting in (¢, zg). We
assume that d? < p(to+m)—p(to). Let us define RE (t) := L (t; to, z0) — z0
Recalling (1.3), we obtain

Ri(t) _ efH(toth) <¢+(p(t + to) B p(to)) N /to+t 5(3)67 f;a(u)dud8>
to

0(to+t) ( d fott ( ) J5 a(u)d
L e o +/ B(s)e” Jo ¥ “ds)
\/é to

to+t
—9(t )+ft0+t |ee(s)|ds ( d +/ |5(5)|5_ s)e~ N a(u)duds)
ithe a7 |

since ¢ is a positive function.
Using Cauchy-Schwarz’s inequality, we obtain the following upper-bound for

RE(¢):

O |0 (5)]ds d to+t 2 to+t B
o) 1 o0l (f¢ [ g [ e )
fott a(s)|ds d tott 2
= e 0l lao)ld <\/é+\//t ‘58’2 dS\/P(t~|—t0)—,0(to)>.

Using p(to +t) — p(to) < d? and t < m, leads to

t +m to+m
Ri(t)\ to)fo ds( +d\// ‘BZ )—dAm.
to




The condition for the spheroid to belong to the interval dA,, + xo < by 4,
implies
1
d < Ai(b'%mo — ,IO). (211)

m

Let us now deal with a lower-bound of ¢%. We define
RE (t) = lbﬁ(t; to,&?o) — XQ-

Hence

Rg(t) = @*9(t0+t) <1/}_ (p(t i to) _ p(to)) N /tothIB(s)e f;a(u)duds>

to

o(t +t)< d fott (s)e= o awdug
> e 0o 4 BSB_OauuS’)
\/é to

to+t
> 679(t0+t) (_d _ ’ ( )|6 o a dud8>
\/E to

to+m als s d tO"l‘t s
> — (to) fO loe(s)]d. <\/g +/ ‘6(8”6_[0 a(u)duds> )
to

Using then the same arguments as for the upper bound, we obtain
WE(t; to, 20) = —Amd + .

The condition —A,,,d + x¢ > az, implies

d <

(X0 — Ay,z0)- (2.12)

3

AN >

Combining (2.11), (2.12) and d? < p(to+m)—p(to), we deduce the announced
statement. U

2.3 WOMS algorithm for L-class diffusions

Let us present the random walk on spheroids which permits to approximate
the L-class diffusion exit time.



ALGORITHM,, (L-class WOMS)

Parameter: m > 0.

Initialization: Zy = xg and T =0
From step n to step n+ 1

while Z,, <b—¢cand Z,, > a+ € do

e simulate a Brownian exit time from the spheroid defined by 4
with coefficient

d = d(T,, Z,) defined in (2.9). We denote this time 7,41
o we set 7y = (T + p(T2) = T

e simulate a Bernoulli distributed r.v. B ~ B(3), if B =1 then set
Zpir =" (7-7%_‘_1; Te, Zy) otherwise set Z,, 11 = 7/}-%-(7}6-5-1? Te, Zn)-

Outcome: T¢ the approximated exit time from the interval [a, b] for the
diffusion (X3, t > 0).

As usual let us describe the efficiency of the algorithm. This algorithm is

particularly efficient since its averaged number of steps is of the order |log(e)|
and since its outcome 7. converges towards the value of the exit time as e
tends to 0. We present these two results in details in the following subsec-
tions. Even if the statement of these results look like the Ornstein-Uhlenbeck
ones presented in ||, the situations are clearly different.
Since the L-class diffusions are non homogeneous, the sequence (Z,),, of suc-
cessive exit positions, appearing in the algorithm, does not define a Markov
chain. We need therefore the consider both the successive times and posi-
tions (T},, Xp,) in order to deal with a Markov chain. Here T, stands for the
cumulative time:

n
T,=> 7, n>1 (2.13)
k=1
2.3.1 Average number of steps

In order to describe precisely the average number of steps in ALGORITHM,,,,
we introduce deux essential hypotheses.

Assumption 2.1. There exist ¢ € [0,1], m > 0, Cy > 0, C55 > 0 and
o > 0 such that

10



la(t)] < Cot? VYt >0, (2.14)
and
g <a(t) < Cz ™", |B(t)] < Cz 5™, Yt > 0. (2.15)
Assumption 2.2. There exists xm > 0 such that for any t € R,:

inf &(s) > xm sup &(s) (2.16)
s€[t,t+m] s€[t,t+m)]

Theorem 2.9. Let us assume that Assumptions 2.1 and 2.2 are satisfied with
some paramter m > 0. Then there exists a constant Cq > 0 such that N, the
number of steps observed in ALGORITHM,,, has the following upper-bound:

E[N; 7 < Cqlog(e),
for any € > 0 small enough.

In particular, if ¢ = 0, corresponding to a L-class diffusion with bounded
coefficients, we obtain E[N¢] < Cplog(e), for € small enough.
We postpone the proof of Theorem 2.9 and present several preliminary re-
sults. First we shall focus our attention on a comparison result between
the L-class diffusion and a particular autonomous diffusion. Secondly we de-
scribe particular solutions of PDEs related to the diffusion generator. Finally
we prove Theorem 2.9 using the martingale theory.

A comparison result for SDEs

We introduce two different results: the first one permits to skip the diffusion
coefficient in (2.1) and the second one permits to replace the time-dependent
drift term by a constant drift.

Proposition 2.10. Let (X¢, t > 0) the solution of the SDE (2.1). We define
the strictly increasing function -y:

v(t)
/ G2(s)ds=t, t>0.
0

Then Yy := X satisfies the following SDE

k) o BG()
Y= (Fm %+ 5500)

where (By)i>0 s a one-dimensional Brownian motion.

) dt +dB,, t>0. (2.17)

11



Proof. Using the definition of Y}, we get
(1) (1)
Yi=X =2+ / (a(s)Xs + ﬁ(s)) ds + / a(s)dWs
0 0
t
=+ [ (a) X0+ 80(6))1 (5)ds + By

= o [ (b)Y BOED) () ds + By

where B; = OV(t) 7 (s)dWs is a standard Brownian motion. O

We obtain the following comparison result, its proof can be found in [14]

(Chapter VI).

Proposition 2.11. Let T > 0 and let us define

001 | By

in — ~
w€la,b], t<y=1(T) {02(7(75)) a2(y(t))
Let (Z})y>o the Brownian with drift satisfying

Hr =

Zl =z 4 prt+ By, t>0. (2.18)
Then (Yy;) the solution of (2.17) with initial condition x satisfies
ZF<Yi as, Vt<yNT) and Z] ;) <X; as Vt<T.

Remark 2.12. Choosing

pr = sup
x€la,b], t<y~H(T)

we obtain, Z§ >Y; a.s. for allt <~y YT).

An Initial-Boundary Value problem

We consider a value problem which is directly linked to the L-class diffusions:
let F': (Ry,[a,b]) — R the solution of

OF OF 1., ,0°F
o T @Oz + 1)+ 55(1)° 5 =0 (2.19)

or 2
with initial and boundary conditions F'(0,z) = z, F'(t,a) = a, F(t,b) = b.

12



It is well-known (see, for instance, [1], Chap.II) that F' admits a proba-
bilistic representation. Indeed

F(t,z) = Ex[Xinr,,], V>0, Vzela,b]. (2.20)
We list some useful properties of the function F.

Proposition 2.13. The function x — F(t,x) defined in (2.20) is increasing
on the set [a,b].

Proof. Tt suffices to compare two paths X and X', having different starting
points z and 2’ with z > 2’ and satisfying the same SDE. By coupling we
obtain that for all s > 0, X > X! and if there exists s such that X, = Xgo
then X3 = X! for all s > sg. Several cases can occur concerning the values
of Xinr,, and X, . Either both exit times occurs after the fixed time ¢,
either both exit times occur after ¢, either only one of them occurs before
t. Different situations are illustrated in Figure 1. Observing carefully all
possible scenario, it is straightforward to see that Xiar,, > X{,, , is always
satisfied.

Figure 1: Possible scenarios occuring when studying the two paths

O

Proposition 2.14. The function x — F(t,x) defined in (2.20) is continuous
on la,b].

13



Proof. We consider two strong solutions (X[);>¢ and (X't“'h)tzo satisfying
(2.1) with different starting point spaced by h > 0. The exit time of the
diffusions should be denoted by 7,4, respectively 7, but for notational sim-
plicity, we skip the index ab.

Let T be a fixed time, using the definition of F', we have

0 F(T,z+h)—F(T,z)

. vz+h v r+h vr+h T x x
= E[X757 — X7 + XPas = XTar + XTarnz — XTarasl

= E[xtarnz] + EI(XFAT = XFA) Lisr — (XFar — XTpz)lr<r]

. y=zt+h _
where xTarnz = Xpain: = XTarpz = he

T > 0. Let § > 0. We can split each term

o a(u)du < hefOT a(u)du for all

E[(XFEE — XM o] < BIKGE - X5 s gorngorisg)]
+6P(F > 7,0 < Xath — X2 6)
SO—-a)P(F > X7 - X7 > 0)+06
<O-a)P(F=7, T>rXEL- X > 5) 4.

Similarly we obtain for the second term:
E[(X%/\f' - X%/\T)lf'gT] < (b - a)IP(% < T7T 2 7:7 Xﬂg-: - Xf/\T > 5) + 4.

Both probabilities appearing in the previous upper-bound can be treated in a
similar way. We develop the arguments just for one of them: P(74 > 74p,t >
Tabs Xf/:;ilb — Xf:;h > 0) Let us introduce the shift process § = X’fﬂl If r
is known (let us say that it is equal to ¢) then, due to the Markov property

of the diffusion, (& )0 satisfies the following SDE:
d& = (a(t + ¢)& + B(t + @) dt + 5(t + ¢)d B, (2.21)

where (B;)>0 is a standard Brownian motion and & = X**". Since X**+"
and X* are two strong solutions and since h > 0, we have X" > X7 for
any t > 0. In particular, the event 7 < 7 implies that X? = a. Therefore on
the event 7 < 7,

¢
& <a+ hexp/ la(u)| du =: a + hO(¢).
0

By applying the comparison result described in Proposition 2.11 (just re-
placing a by a(- + ¢), 8 by B(- + ¢) and & by &(- + ¢)) we obtain that

14



&) = Z{ defined in (2.18) for all t <~~(T). Of course Z and ¢ have the
same initial condition. If we denote by 7; the first passage time through the
level I, then

P(7 > 7,7 > 7, X5/l — X > 6) < Poynor) (Tassrnom)(Z7) < Ta(Z7)),
(2.22)

since O(¢) < O(T).

Let us now let § depend on h, namely § = v/h. Using the scale function of

a drifted Brownian motion, we obtain in the small A limit:

e—2pT (a+hO(T)) _ e 2ura

Potnom) <7Z+5+h@(T)(ZT) < E(ZT)) =

2IU’T672“TGI
~
e—Q#T(a‘HS) — e—2pra

= —2VhO(T)pre 217,

e—2pur(a+d) _ g—2ura
2/,LT672“T01

Vh

~ —hO(T) —hO(T)

Finally we observe that F'(T,x + h) converges towards F(T', z) as h tends to
04+. By symmetry we obtain also the result for h — 0_. O

Proposition 2.15. There ezists k > 0 such that for all (t,z) € Ry X [a,b],
OF
ﬁ(t, x) = K.

Proof. First let us recall that F' has a probabilistic representation given by
(2.20). We shall use this representation in order to lower bound the space
derivative. We consider two different cases: small times that is t < 2 or large
times ¢ > 2.

First case: ¢ > 2

We denote by 7% the first time the process X7 starting at x exits from the
interval ]a, b[ and by 7% (respectively 77) the first exit time from ]a, by[ (resp.
from the first exit time from |ay, b[) with

by :=b— helo lo@)lds  apq ap :==a+ helo la(s)lds, (2.23)
We also introduce (Y;F) the solutions of the shifted SDEs:
dY, = (a(t+712)Ye + Bt +72))dt + 6 (t + 75)dWigre, (2.24)
with the initial condition Y, = a + he™ Jo las)lds anq

dY;" = (a(t + 75, + Bt + 77 dt + & (t + T—T-+h)th+Ti+h’ (2.25)
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with the initial condition Y;~ = b — he~ Jo la(9)lds - We associate to these
diffusions the stopping times 7 (Y*), the exit time from ]a,b[ and T, (Y ™*)
(resp. Tp(Y™)) the first passage times through levels a and b.

In order to minimize the derivative of F', we need to lower bound the
following expectation, for h > 0:

F(t,:l}+h) —F(t,ZL‘) :E[Xerh _sz/\t]'

TEThAL

Let us observe particular scenarios which permits to the difference between
the diffusions to be equal to the maximal possible value b — a. To that end,
we introduce two events:

Egp:={m2<1,X% =a, T(Y") < 1’YT_(Y—) = b},

Eba = {TJxr+h < 1>Xm:j|—};z = bv T(Y+) < 15Y7—i_(Y+) = CL}.
T+

By Lemma B.1 and Lemma B.2 (presented in the Appendix) E,;NEp, = ()

and Eg, U By, C {X"},  — X%, =b—a} for all t > 2. Hence
F(t,x+h) = F(t,z) 2 (b — a)(P(Eab) + P(Eba))- (2.26)

Let us first deal with P(E,). Conditionally to 7% = ¢, the strong Markov
property of the diffusion process implies that Y,” as the same distribution
as the solution of the SDE :

dé& = (a(t+ @) + Bt + @) dt + 6(t + ¢)dB, & =Y, , (2.27)

where (By) is a standard Brownian motion. Since ¢ <1 and 7(Y~) <1 on
the event F,p, we need to describe the paths of the initial diffusions X* and
X®*h on a time interval of length at most equal to 2. We can easily adapt
the comparison result of Proposition 2.14 to obtain that & > Zg(t) for all

t <1land T = 2 (Z} being defined in the statement of Proposition 2.11).
Let us notice that v depends here on ¢. We deduce

P(T(Y7) < 1LYry ) = B(T(2) <77 (1), Zrez) = b = 0)

> IP’<7Z,(Z) <02 Zyiz = b‘rf - ¢), (2.28)

where ¢ is the uniform lower bound of &(¢). Indeed
1
1) = / 52(s 4+ ¢)ds > o>
0
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We observe that the lower bound of (2.28) does not depend on ¢. Conse-
quently

P(E,,) = E[l{rfgl,X%:a}P<T(Y—) <1 Yy, = b

Let us assume now that x €]a, a—“’] and h < hg. By comparison, the trajec-

tory of X® always stays below that of X(@+9)/2_ Setting rj, = (b—a)/(by —a)

we get
1, X% = )

X?) <1, To(X®) < Ty(rnX® +a l—rh)))

P<T— <L XL = G) = P<T(7“hX9” +a(l—rp)

) <
Ta(rn X* +a(l —rp)) <1, X7 a)

(
X(a+b)/2) <1 7-( (a+b) /2) (T'hX (a+b)/2 + a(l _ rh)))
(Thg

where k1 is a positive constant independent of both h and z. Hence

P(Ew) > k1L, s (2)8(h), with W(h) := IP(W,(Z) <o Zr(z) = b).
(2.29)
It suffices to lower bound the function ¥ using scale functions and an inde-
pendent exponential random variable which permits to relate the computa-
tion of ¥ to a particular Laplace transform whose expression is explicit (see,
[2] p309).
Let £ an exponentially distributed random variable with parameter A and
let hy = he™Jo loldu ey U(h) can be lower-bounded by the difference
of ¥i(h) and Wa(h):

U(h) > Py, (T(2) < €.T(2) = To(2))
—Pos, (T(2) = To(2). T(2) < € > 0%) = Wi(h) — Va(h)
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The first term of the r.h.s Wy (h) is evaluated as follows
- —a— sinh(hq/2X 4+ p?
\Ill(h) = ]Ea-‘rha |:€ AT 1{T(Z):77,(Z)}:| — eﬂ(b ha) ' ( \/7/1:)
sinh((b — a)/2\ + p?)
he—Jo la@ldu /oy 2
ploma) 2€ 7 \/TM as h tends to 0.

sinh((b— a)y/2X + p2)’

The second term Wy (h) has to be upper bounded:

~

Wa(h) = Busn, (T(2) = To(2). T(Z) < *. )B(€ > %)
< Popn, (T(2) = To(2))e .

Using the scale function of drifted Brownian motion we get

2u(atha) _ e—2ua

— . alu ue_
Py, (T(Z) = 7;(2)) — ¢ Jo la(wld e p——
2,ue_2”a

1
o _he S laldu_ 2pe”
e—2ub _ o—2pa

as h tends to 0.
If then parameter of the exponentially distributed r.v. becomes large then
it is easy to prove that Ws(h) becomes negligible with respect to Wq(h).
Consequently we can choose a particular value of A which leads to 2W¥4y(h) <
Uy (h) and therefore permits to lower bound W(h).

Combining (2.29) and the description of ¥(h), we manage to lower-bound
P(Egp) for x < (a+0b)/2. If the case where the starting point of the diffusion
is in the lower part of the interval, we lower bound P(Ej,) by 0 which implies
the existence of a strictly positive lower bound of P(E,) + P(Ep,). In the
other case (ie the starting point is in the upper part of the interval), we
lower-bound P(E,;) by 0 and deal with P(Ej,) in a similar way as previously
described. In any case, the inequality (2.26) leads to the existence of k > 0

such that OF
ai(tax) 2 K, \V/(t,IE) € [Q,OO[X[CL, b]
T

Second case: t < 2

First we consider the derivative at the boundary of the interval [a,b]. Let
us note that F'(t,a) = a. Hence g—f(t,a) = limy, o+ § (Eapn[Xinr,] — a).
Since we need a lower bound, we shall use a comparison result concerning
the L-class diffusions. Proposition 3.14 leads to ZWT(t) < X; forallt <T.
We set here T' = 2 and pur is defined in the statement of the proposition.
If ur > 0 then we replace it by a strictly negative value and therefore the

18



comparison result remaining true. So we assume for the sequel that ur < 0.
We deduce that

Eatn[Xinrg) — @ > Eo[Z 0, ], (2.30)

where 7, stands either for the exit time of X either for the exit time of Z.
Let us now consider the convex function f(x) = e™2H7%,

(b—a)
= ) - 7@

As f is the scale function of the drifted Brownian motion, f(Z7) is a mar-
tingale and the optimal stopping theorem leads to

(f(x) = f(a)),Vz €]a,b].

(b a) _2.U‘TZ$t ATabp — o~ Ta

EulZywnr ) 2 F37 " @) B o |70 — e
_ (b a) — T — Ta
o ()

In particular, for x = a + h,

Ea+h[Z§\Tab - a] Z (b —_ a)€2/J‘T(b_a) (6—2/1/1“}1, o 1)

~ —2uph(b — a)e?* 7= a5 h tends to 0.

We obtained the existence of a constant n$. > 0 such that %—5(2&, a) = ng,
for any ¢t < 2. By similar arguments, we can obtain %—i(t, b) = nb.for all
t < 2. Since %—g(t, x) satisfies a second order parabolic PDE with regular
coefficients, we can apply the maximum principle (mettre une référence).
Consequently the minimum of the derivative on the domain [0,2] x [a,b] is
reached at the boundary. Let us observe what happens on each side of this
rectangle. For x = a we have just proven that there exists a minimum which
is strictly positive so is it for x = b. For t = 0 the derivative is equal to 1 and
for t = 2 the first part of the proof ensures the derivative to be minimized.
To sum up, the derivative is lower bounded by a strictly positive constant
on the whole rectangle [0, 2] x [a, b]. O

Proposition 2.16. There exists two constants kg > 0 and kp > 0 such that
F(t,z) —a < ke(x —a) and b — F(t,x) < rp(b — z), (2.31)

for all (t,x) € Ry x [a,b].
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Proof. Let us recall the probabilistic representation: F(¢,z) = E[X[}, ].
We set T = (1) and consider (Z}') the diffusion introduced in Remark
2.12 with initial condition Zl = X% = z. We construct a new continuous
diffusion process (Z;) which is equal to (Z{') on the time interval [0, 1] and
which satisfies the following SDE otherwise:

_ (e0v(®) B ()
dz, = (52(7(”) Z + 52(7(75))) dt+dW;, t> 1.

Extending the comparison result of Remark 2.12, we know that Z; > X
for all ¢ > 0. Hence

F(t,z) — a < Eo[Zy-1(t)ary(2) — al-
We split the study into two different cases :

e First case: y~1(t) < 1. Asin the proof of Proposition 2.15, the function
f(x) = e plays an important role since f(Z;) is a martingale for
t <~v(1). Using twice the Lagrange mean theorem combined with the
optional stopping theorem implies

-~ T
F(t,z) —a < mE, [6 T Linry, 6_2’”&} =m (6_2“” — 6_2MTQ)

S ’ia(l’ - CL),

' . ' -1
where K, = (Sque[a,b] f (:U)) (mfwe[a,b} f (a:)) .
e Second case: 7~ 1(t) > 1. We decompose F' as follows

F(t, ) —a <E[(Zy1ary(z) — Oz, (2)>1}]

+E.[(Z

YL () ATap(Z) a)l{Tab(Z)Sl}]

S (b _ CL)]P)Q;(Tab(ZT) > 1) + ]E:c[(Z?/\Tub(ZT) - a)l{Tab(ZT)Sl}]
< (b — )Ex[Tab(Zu)] + Em[Z{L/\Tab(Z“)] -

T
IATab(ZT)

guments (Lagrange’s mean and optional stopping theorems) as those
presented in the first part of the proof. Moreover, let us note that the
function g(z) := E,[74(Z71)] is solution of ([1], page 45, Theorem 1.2):

The expression E,[Z | — a can be bounded using similar ar-

1
5g// +purg = —1 for x €la,b] and g(a) = g(b) = 0.
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We recall that T = (1) and pr is defined in Remark 2.12. The explicit
solution of this equation is given by

(b—a)(e 21 — e72HT7) (1 —a)

pr(e=2Hre — e=20r?) pr
Applying once again Lagrange’s mean theorem, we obtain the existence
of a constant Cy > 0 such that g(x) < Cy(xr—a) for all z € [a,b]. Using

similar arguments (just replacing Remark 2.12 by Proposition 2.11),
we prove also that b — F(t,z) < kp(b — ).

g(x) =

O

Proof of Theorem 2.9.

Now we have all the necessary ingredients to prove the statement concerning
average number of steps.

Proof. The description of a bound for the average number of steps is based
on the martingale theory. We recall that F' is defined by (2.20) and introduce
another important function H defined by H =V o F' with

V(z) = log <m> : (2.32)

Let us note that V' is non negative on the whole interval [a + ve, b — ye]. We
postpone the description a this constant to the end of the proof. Since F'is a
the solution of (2.19), the function H just introduced satisfies the following
partial differential equation:

2 2
S a5+ 3P ST = S (G e
(2.33)
Let us also recall that (7},, X,) defined in (2.13) is the sequence of successive
exit times and exit positions issued from Algorithm 2,,
We focus our attention on the sequence Z,, = H(X,,) + G(n) with G(0) = 0.
Here G is a positive function, we are going to precise this function in the
sequel. This stochastic process is a super-martingale with respect to the
Brownian filtration (Fr, )pen. Using It6’s formula and the partial differential
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equation satisfied by H, we obtain for D,, := E[Z,,11 — Z,|Fr,],

Dn=E [/ h 8H(5 Xs) + (als) X +5(8))8£(8,Xs)
T,

ot Oox
1., ,0*H
+ 5009 (5 X 7, |

+ E[Mpy1 — Mp|F7, ] + (G(n +1) — G(n))

[ sty (L x ) as

+ (G(n+1) — G(n)),

=E

an]

n

where (M) nen = (fOT” &(s)%—g(s, Xs)dWS> N is a martingale. Using Propo-
ne

sition 2.15, Proposition 2.16 and the lower bound ¢ of 6 we obtain
1
D, = —§g2/£2(I(a) +ZI(b)) + G(n+ 1) — G(n), (2.34)
where Z(z) = [fT”“ ey g (X o ds’ ‘FTn:|

We aim to lower bound each term in the previous integral by considering the
shape of the n* spheroid:

E(t) = ay x, < dnlp + Xn — ayx,
< min(1, k) (X — a%Xn) + Xn —ayx,
< 2(X, — a). (2.35)

This bound implies

Tot1 ds
A > E e —
(a) [/T X, —ay

_ o | 2L (p(Th) + 1)
453(XTH - (L)2

Tn+1 - Tn
pr— ]E —_—
]:T"} [4/12 (X, —a)?

a

-

an]

where 7,11 is the Brownian exit time from the spheroid of parameter d,.

-

where r,, is the maximum of the derivative p’ on the time interval [T,,, T}, +m)]
which contains [T,,, pzl(pL(Tn) + Tni1)]. We note that 7,41 ~ d27 where 7

pzl(pL(Tn) + Tn+1)
4k2( X, — a)?

Tn+1
F >k
T"] - [4/@%7“”()(” —a)?

Z(a) > E
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denotes the Brownian exit time from the Brownian spheroid of parameter 1.
Hence

Tn+1
I(a) > E 5| F El7].
(a) 2 [4&21"”( T”] 4m2rn n—a)? 7]
Similarly to (2.35) we have b, x, — wL 2(b—X,,) and the same arguments

just presented lead to

ﬂ“:EUTH@wf&>

Setting kqp = max(Kq, Kp), we obtain

d2
} 4mbrn(b X,)?

d? 1 1
D, <—2-FE G 1) — G(n).
< B (G * () O D~ 6
Let us first consider the case: X, —a < b — X,, (the other case can be
studied in a similar way, it suffices to replace X, — a x, by by x, — Xn).

Then d,, = %j*)(Xn — ay,x,) and

d? 1
< — n —
D, < 2%/631, E[7] X, —af? +G(n+1)—G(n)
. 1 2
m<A> E[r] + G(n +1) — G(n).
m ab

We then find G by seeking a lower bound of % We consider two
cases:

First case: x— > 1. We introduce «y,, (5, and &, the maximum of ||
respectively || and & on the time interval [0,nm]. The definition of A,,
given by (2.10) and the definition of p in Lemma 2.3 lead to

Thn+m
A2y, < M ey [ L / RO
"o “\ve Voo a(s)?

1 B\ 2
< eimang? <\/E + Jﬁ;)

2

For the other case: k_ < 1

min(1, x_)? < o(T, +m) — p(T},) fo (T + s)ds
raA2 T rn(b—a)? rn(b—a)?
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Using the definitions of p, r, and the continuity of &, there exists ty €
[Ty, Ty, + m] such that r, = p/(to) and therefore

Tn — 5%(to) — %(to)

o (T + 5) 5—2(Tn + ) e—2ft€"+5"‘(“) du M e 2Tnts—tolan

Since & satisfies Assumption 2.2, we obtain the following lower bound by
integration with respect to the variable s,

min(l, KZ_)2 > Xm /m e—Q\Tn—i—s—toI ds > _ Xm
TnA,%n el (b _ a)2 0 - 2Ckn(b - a)2

Denoting (41 the minimum of the two quantities previously computed, we
define recursively the sequence G(n) by

G(n+1)—G(n) = (o1, Yn >0, and G(0)=0.

The sum of these increments leads to

n—1 n
d G(i+1) = G(i) =) G =G(n) - G(0) = G(n).
1=0 i=1

Assumption 2.1 implies the existence of a constant C > 0 independent of ¢
such that

1 — 1 1
Gn)=2=) —>—"—(n'"7-1), Vn>1. 2.36
(n) & kZ:l M7 E1—q) (n ), Vn (2.36)

Moreover the particular choice of the function G permits to obtain D,, < 0
for all n. Consequently Z, = H(n,X,) + G(n) is a super-martingale. A
generalization of Proposition A.1 permits to obtain the upper bound

E[G(N,)] < H(0,20) =V o F(0,z9) = V(xp). (2.37)

Combining (2.36), (2.37) and the definition of the function V' in (2.32) leads
to

E[N! < C(1 — q)log <(:2(; f)éb__;()’)) 41

This bound corresponds to the announced result. In order to conclude the
proof, we just need to precise that N¢ is a.s. finite, see Lemma 2.17. Such a
condition is required to apply the generalization of Proposition A.1. O
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Lemma 2.17. The stopping procedure N. of ALGORITHM,, is a.s. finite.
Moreover the outcome of the algorithm T¢ is stochastically upper bounded by
T, the diffusion first exit time.

Proof. Step 1. We emphasize a link between a sample of a L-class diffu-
sion process and the Markov chain generated by the algorithm, denoted
((Tan))nEN with (To,X(]) = (O’O)'

Let us consider a sample of a L-class diffusion. At the starting point of this
path, we create a spheroid of maximal size which permits to still belong
to the set [a,b] x Ry. The first intersection point of this spheroid and the
path gives us a first point (¢, z1). This construction implies that (¢1, z1) and
(T, X1) are identically distributed. Then considering (t1,21) as a new start-
ing point we construct a spheroid of maximal size and denote by (t2, z2) the
first intersection point between this spheroid and the diffusion path starting
in (1, 21). Once again we get from this construction that (t2, 22) and (7%, X2)
are identically distributed. We build step by step a sequence ((t, 2n))nen
of intersections between the considered sample and the spheroids in such a
way that the sequences ((t, zn))n>0 and ((T5,, Xy))n>0 are identically dis-
tributed.

If we introduce N, the stopping time appearing in the stopping procedure
of the algorithm and N, = inf{n € N,z, ¢ [a + ¢,b — €]}, the identity in
law of those random variables yields. By construction, t, < T for all n € N,
where T stands for the diffusion first exit time from the interval [a, b]. This
inequality remains true when t¢,, is replaced by the random stopping time
ty..

Since t; and ty, are identically distributed, we deduce that the outcome of
Algorithm 2,, is stochastically smaller than 7.

Step 2. We prove now that N is a.s. finite. Using (2.13) and (2.8) we obtain

Ty = p N (dim + d3m2 + ...+ d27),
where (7)g>1 is a sequence of independent Brownian exit times from the

unit spheroid and dj represents the size of the spheroid (2.9) starting in
(Tk, X)) and included in [a,b]. Let ¢y > 0. Then

P(T,, < to) = P(d3m1 +d3ma + ... + %1, < prt (ko))

-1
t
<P 7'1+7'2+...+Tn<pL (o) ,
d(to)

where d(to) is defined by
d(to) = inf d(z,t) > 0.

z€[ate,b—el, t<to
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n
Since ZTk tends to +o00 a.s.,
k+1
lim P(7, <ty) =P(To <tg) =0, Vi > 0.

n——+o00

We deduce that lim, 400 T, = +00 a.s. Combining this limiting result to

(d)
the first step of the proof, that is 7;, < T, implies N, < +o0 a.s. O

2.3.2 Rate of convergence

The second important result in the study of the algorithm is the description of
the algorithm rate of convergence. It is of prime interest to known how close
the outcome of the algorithm and the exit time of the L-class diffusion are.
The convergence result is essentially based on the strong relation between
the Brownian motion and the L-class diffusion.

Theorem 2.18. Let us denote by oy (respectively B,) the mazimal value
of the function |a| (resp. |B|) on the interval [0,t]. We also introduce F
the cumulative distribution function of the L-class diffusion exit time from
the interval [a,b] and F, the distribution function of the algorithm outcome.
Then, for anyt > 0 and any p > 1 there exists g > 0 such that

1+ 8,
o

(1=t ) R g < FO < R0, vesa (39)
the constant o being defined in (2.15). Moreover this convergence is uniform
on each compact subset of the time axis.

Proof. As in Lemma 2.17, we build step by step a sequence ((ty,2n))neN
of intersections between the path of the L-class diffusion process and the
spheroids in such a way that the sequences ((tn, z))n>0 and (T, Xn))n>0
are identically distributed.

If we introduce N, the stopping time appearing in the stopping procedure
of the algorithm and N, = inf{n € N,z, ¢ [a + ¢,b — €]}, the identity in
law of those random variables yields. By construction, ¢, < 7 for all n € N,
where T stands for the diffusion first exit time from the interval [a, b]. This
inequality remains true when t,, is replaced by the random stopping time
ty, . Hence

L= F(t) =P(T > ) = P(T > t,t5 <t—08)+P(T >t,tg5 >t—03)
SP(T >ttty <t—0)+1-F(t—0), Vt>0. (2.39)
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We focus our attention on the first term of the r.h.s. Using the strong Markov
property, we obtain

P(T >t ty <t—20)< Fe(t—9) sup Py (T >6).
(y,8)€([a,a+€]Ulb—e,b]) X [0,t—4]
(2.40)
Let us consider the case y € [b—e, b] (the study of the other case y € [a,a+ €]
is left to the reader since it suffices by symmetry to use exactly the same

arguments). We first note that, for any y € [b — €, b,
]P)(y,s)(T > 5) < IP)(y,s) (772 > 6) < IP)(b—e,s) (7?) > 5)7

where T, stands for the first passage time through the level b. Let us intro-
duce several notations: we denote the translated function ay(t) := a(s + t)
(similar definition for 64, 8s and ps is defined by using the translated func-
tions in (2.4)). The diffusion process on the time interval [s,s + d] can be
expressed using these translated functions. The condition 7, > J is equiva-
lent to supp<,<5 Xs+r < b and becomes, for all r <4,

b—e+etloas@duyy oy olsastud / By(u)e Jo @sdw gy (2.41)
0

Since s € [0,t — 6] and r < 4, we obtain the following bound:

1 _ 6—25155
N> ——
ps(0) 2 " —
The inequality (2.41) implies

1 ol V20 €+ B0
Sup W, ) < _ S
V/ps(0) o<r<s V1 —e 200 g Vo

The Désiré-André reflexion principle for the Brownian motion implies that
the Lh.s of the previous inequality has the same distribution than the ab-
solute value of a standard gaussion random variable: |G|. Hence, for any
y € [b—¢€b] and for any s <t — o

_ e+ 5,0 2 oo se+ 5,0
P(T; >0 <P(|G] < 3at5€t><\f Japd =T PET 2.42
(>0 <p(j6) <o S <2 om ER0 g

It suffices to choose § = € in the previous inequality and to combine with
(2.39) in order to prove the statement of the theorem. O

(e+B40) < 3ad
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3 WOMS algorithm for G-class diffusions

In this section we present an application of the results obtained so far to
another family of diffusion processes: the growth processes (G-class). We
shall just point out the existence of a strong link between linear and growth
diffusions.

Definition 3.1. (G-class diffusions) We call G-class diffusion any solution
of

dX; = (a(t) Xy + B(t) X log(Xy))dt + & (t)dWy,  Xo = o, (3.1)

where o and B are real continuous functions and & is a continuous non-
negative function.

We first notice that this kind of process is non negative due to the loga-
rithm function. As for the L-class diffusions case, it is possible to emphasize
an explicit expression of the solution of (3.1). Here, the desired form is:

Xt =20 G(t, Ww(t))v Vi = 0. (3.2)
The function G is described in the following statement.

Proposition 3.2. The solution of the SDE (3.1) is given by (3.2) with

5(t)
G(t,x) = C(t)evyt

t t s
with C(t) = exp <ef0 Bls)ds / (a(s) - 15v(s)2)e— It ﬁ(u)d“d5>
0 2

t
and y(t) = / 5’(8)26_2f0 Blu)du g,
0

T

3

This statement is an immediate consequence of the link built between
the linear and the growth diffusions:

Proposition 3.3. If X is solution of
Xo =m0
then Y; = eXt is solution of
3.3
Yo =yo (3.8)
with a(t) = B(t) + 2o (t)?, B(t) = a(t), 5(t) = o(t) and yo = €.

{ dY;=(G(t)Y; + B()Y; log(YV2))dt + &(t)YedW,
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Hence, we manage to create a link between a solution of a L-class diffusion
equation with «, 8, o and a solution of a G-class diffusion equation with &,

B, 6.

Proof. To prove this statement, we apply Ité’s formula

t 1 t
Y, = e :eXO—l—/ eXsts+2/ X d(X, X),
0 0

Hence, using the particular form of X; we obtain

Y=Y+ /0 Ya(a(s) X + B(s))ds + /0 o(s)dB, + % /0 Yio(s)2ds
t 1 t
=Yoo+ [ ((B(5) + 509 + Viloa(Va(s))ds + | Vio(s)an,
t t
— Yot /0 (Yadi(s) + Ya log(¥2) B(s))dt + /0 Y5(s)dB,.

O]

We consider the exit time from the interval [a, ], a,b € R} for a G class-
diffusion. The previous link established permits to focus our attention on
the exit time from the interval [log(a),log(b)] for L-class diffusion processes
with modified coeflicients.

We present now an adaptation of the WOMS algorithm which permits to

approximate the exit time for G-class diffusions. In such a context we aim to
describe the procedure, the averaged number of steps and the convergence
rate.
The procedure. Let us consider (X;);>0 the unique solution of the stochastic
differential equation (3.1). In order to approximate the first diffusion exit
time 7 of the interval [a,b] we introduce the linear diffusion (Y;) solution of
(3.3). Since the exit time of the growth process (X;) from the interval [a, b]
and the exit time of the linear diffusion (Y;) from the interval [log(a),log(b)]
are identically distributed, we use Algorithm 2,, with a parameter e small
enough, with boundaries log(a) and log(b). As a immediate consequence,
Theorem 2.9 points out the logarithmic upper-bound of the average num-
ber of steps and Theorem emphasizes the convergence rate of the algorithm
outcome.
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4 Numerical application

In order to illustrate the efficiency of ALGORITHM,,,, we present numerical
results associated to a particular linear diffusion.
Let us consider (X¢);>0 the solution of (2.1) with

cos(t)

at) = 3¢ sin(D)’ B(t) =sin(t), a(t) =2+ sin(t).

Let us just notice that « satisfies a(t) = (Z((;)), such a property simpli-

fies the link between the diffusion process and a standard one-dimensional
Brownian motion. Given such coefficients, it is therefore possible to deter-
mine the time-change function linking the considered diffusion and the one-
dimensional Brownian motion. In particular, we obtain a simple expression
of the time change appearing in (2.3): p(t) = 4t. Indeed (2.4) implies

s cos(u) du

t
p(t) :/ (2 +Sin(s))2e_2f0 Tsin(uw) (g
0
t
= / (2 + Sin(s))2e—2(10g(2+sin(s))—1og(2))ds T
0

Applying then Proposition 2.6, we are able to determine the frontiers of the
typical spheroid used in the algorithm.

Proposition 4.1. If we denote

2 + sin(t + tp) 2 + sin(t + tp)
L
o Ko =25 () g (ZESE IO
1/&( 0 tO) ) wi( )+ og 2+S1n(t0) + to
(4.1)
the spheroids starting in (to, Xt,), then the exit time defined by
o =inf{t > 0: X; ¢ [WE(t; to, Xy ), VL (¢ to, Xu,)|} satisfies
1
o L a7 (4.2)

where T =1inf{t > 0: Wy ¢ [¢_(t), ¥4 (t)]}.

The random walk on spheroids is therefore built using the typical bound-
aries (4.1). At each step of the algorithm, we need to use a scale parameter d
in order to shrink or enlarge the spheroid size in such a way that the domains
always stay in the interval [a, b]. The general statement concerning the scale
parameter (2.9) can be specified for this particular example.
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Let m >0 and 0 < v < 1. We recall that a, ., and b, ,, are defined by
vz =a+y(x —a) and by, = b —y(b— x). The scale parameter d is given
by

mm(l,n,)(

d= %ﬁ(b%zo_xo) ifb—zo<wo—a
A, S

Lo — Qyz) if T —a
where

e ()

and k4 are defined by the following equations:

Kt (byzo — 20) = 2Apv/m and k_ (29 — @y ) = 28/ m.

This statement is not so different from Proposition 2.7. Nevertheless we
can notice in this particular case that it is possible to find m such that both
min(1, x_) and min(1, k) are equal to 1:

Using ALGORITHM,,, as in Section 2.3 permits to approximate the first
diffusion exit time from the interval [a, b],see Figure 2 and Figure 3.

31



[ S

e
EN

time spent

Figure 2: A sample of Algorithm 2 for the considered diffusion exit time.
We observe the diffusion process starting at = 4 in the interval [3, 5] with
e=10"2and y=10"% .
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Figure 3: Histogram of the outcome variable for the diffusion (4) with Xy = 1,
[a,b] = [~1,2], e = 1072 and v = 10~* (left). Average number of steps in Algorithm
2., for the exit time of [—1, 2] (right, in logarithmic scale).

A Potential theory and Markov chains
We introduce a result coming from the potential theory and using Markov

chains.
Let us consider a Markov chain (X,,),ecn defined on a state space I decom-
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posed into two distinct subsets K and 0K, K being the so-called frontier.
Let us define N = inf{n € N, X,, € 0K} the hitting time of 0K. We assume
that IV is a.s. finite, then the following statement holds:

Proposition A.1. Let G be a positive increasing function. If there exists
a function U such that the sequence (H(n A N, XuaAN))neN 1S non negative
and if the sequence (H(n AN N, Xpan) + G(n A N))pen represents a super-
martingale adapted to the natural filtration of the considered Markov chain
(Xy), then

E,[G(N)] < H(0,z), Vz¢€ K.

The proof of this classical upper-bound is left to the reader, it is essen-
tially based on the optimal stopping theorem and on the monotone conver-
gence theorem (see, for instance,|8], p139).

B Path decomposition

We prove in this section the two lemmas used in the proof of Proposition 2.15.
Let us just recall several notations. The process X* corresponds to the linear
diffusion (3.1) with the starting value x; 7% (resp. 7% and 7¥) corresponds
to the first exit time of the interval |a, b[ (resp. ]a,by[ and Jap, b]), with ay
and by, defined in (2.23).

We also recall that (Y;*) stand for the solutions of the shifted SDEs (2.21)
and (2.22). Their exit time of the interval ]a, b[ is denoted 7 (Y *) and the
first passage times through the level a is denoted by T, (Y T).

Lemma B.1. Let E, and Ey, the two events defined by

ab—{T <1XT—aT< )<1Y_7—b}

Bua = {rEH < LX< 0, TOVY) <1,V = al.

Then Eu N By = 0.

Proof. On the event E,, we know that 7% < 1 and consequently X7 €
[a, b [C [a,b] (for all s < 7. In particular we observe that 7% = 7%. More-
over

X2t = X7 4 pelo ade - ys >,
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Hence . .
X¥th ¢ g + helo *Wdu b, 4 pelo a@duryg > 0,

Since bh—|—hef03 a(u)du b—h(efo1 |a(")|d“—efosa(“)d“) < bfor s <1, we obtain
X2t ¢ a4 helo *®d p[ca,b], Vs < 1.

In conclusion E,, C {77 < 78t}

Using similar arguments, we obtain Ep, C {r*t" < 77},

The easy observation {7% < 72+ N {7*+" < 7} = () implies the announced
statement. Ul
Lemma B.2. E,; U Ep, C ﬂtZQ{Xth — X%, =b—a}.

TrthAt

Proof. Let us prove that Ey C {X fgﬂﬁl n — Xfepr = b—a}, the other inclu-
sion can be obtained in a similar way.On the event E,;, we obviously observe
that X7 ., = a. By construction, we have X f; h> Y, ", and using the conti-

nuity of the paths with respect to the initial condition, we obtain X f_”; erS P

Y., Vs> 0. the property Y;(Y,) = b, implies Xf;fﬂy,) > Y,,?(Y,) =b.

S
Consequently 72" < T(Y ™) + 7% < 2 and therefore, under the hypothesis
t > 2 we have By, C {X"[} - X%, =b—a}.

O]
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