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Abstract We extend Rice Formula to a process which is the sum of two independent
processes: a smooth process and a pure jump process with finitely many jumps. For-
mulas for the mean number of both continuous and discontinuous crossings through
a fixed level on a compact time interval are obtained. We present examples in which
we compute explicitly the mean number of crossings and compare which kind of
crossings dominates for high levels. In one of the examples the leading term of the
tail of the distribution function of the maximum of the process over a compact time
interval as the level goes to infinity is obtained. We end giving a generalization, to the
non-stationary case, of Borovkov-Last’s Rice Formula for Piecewise Deterministic
Markov Processes.
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1 Introduction

In the present work, we are interested in the number of crossings through a fixed level
by a class of stochastic processes having finitely many jumps on compact intervals
and smooth stochastic evolution between the jumps. More precisely, we consider a
process X which can be written in the form X = Z 4 J where Z is a process with
continuously differentiable paths and J is a pure jump process, independent from Z.
Thus, Z describes the continuous part of X and J describes the jumps of X.

Such a process can cross a fixed level u at a continuity point or at a jump one.
Under general conditions, we obtain Rice-type formulas for the mean number of
(both) continuous and discontinuous crossings through a fixed level # € R on a com-
pact time interval. Afterwards, we give explicit algebraic expressions for the mean
number of crossings in two examples. Then, we compare which kind of crossing
(continuous/discontinuous) dominates as the level u goes to infinity and find dif-
ferent behaviors on these examples. Besides, in the first example we derive second
order Rice formulas for the continuous and discontinuous crossings and use them
to obtain the exact asymptotic leading term of P (M(T) > u) as u — oo where
M(T) =max{X () :t € [0,T]}.

The paper is organized as follows. Section 2 gives some background on Rice for-
mulas and compares the present work with similar previous ones. Section 3 starts
with the definitions and then presents the main result (Theorem 1). Section 4 presents
the examples. Section 5 moves a bit from the main line presenting a generalization
of Borovkov-Last’s Rice-type formula to the non-stationary case. Finally, our main
result is proved in Section 6.

This work began under the initiative of Mario Wschebor, and is largely inspired by
his fundamental contribution in the field, masterly exposed in Azais and Wschebor
(2009).

2 Background

Counting the number of crossings through a fixed level by a stochastic process is
a classical problem in Probability Theory. Nevertheless little is known, in general,
about the distribution of the random variable number of crossings. Therefore, Rice
Formulas, which give expressions for the moments of this r.v, are very important and
useful.

Rice Formulas are named after S.O. Rice who obtained by informal arguments a
simple formula for the mean number of crossings through a fixed level for stationary
Gaussian processes in 1944 (Rice 1944, 1945). This formula was afterwards proved
under successively weaker conditions, see Azais and Wschebor (2009), Kratz (2006),
and Leadbetter and Spaniolo (2004) and references therein. The major part of the
literature on the subject is devoted to the Gaussian case, in particular to the station-
ary one. Extensions for general Gaussian, non-Gaussian processes and fields were
stated afterwards, see Adler and Samorodnitsky (1997), Azais and Wschebor (2009),
Brillinger (1972), Kratz (2006), Marcus (1977), and Zihle (1984). Some recent
extensions to non-Gaussian processes include the Shot Noise processes (Biermé
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and Desolneux 2012a, b), the Generalized Hyperbolic Process (Alodat and Aluudat
2008), the Laplace Moving Average (Galtier 2011) and the Piecewise Deterministic
Markov Processes (Borovkov and Last 2008, 2012).

The applications of Rice Formulas include telecommunications and signal pro-
cessing (Rice 1944, 1945); reliability theory in engineering (Rychlik 2001); oceanog-
raphy (the height of sea waves) (Azais et al. 2011; Longuett-Higgins 1957); physics
and astronomy: random mechanics (Krée and Soize 1983), the Shot Noise processes
(Biermé and Desolneux 2012a, b) and microlensing (Petters et al. 2009); random sys-
tems of polynomial equations (Cucker et al. 2012; Armentano and Wschebor 2009),
among others.

The case of discontinuous processes has been treated only recently in the litera-
ture. Borovkov and Last (2008, 2012) consider the number of continuous crossings
of a discontinuous process with random jumps and deterministic evolution between
jumps. The continuous and discontinuous parts of the process are not independent,
hence, our main result does not apply. Nevertheless, we extend the Rice formula given
in Borovkov and Last (2008) in Section 5. Biermé and Desolneux (2012b), consider
a process obtained by superposition of randomly scaled and translated copies of a
given deterministic discontinuous function (Shot noise process). They are interested
in the expectation of the total number of crossings for different levels for this particu-
lar process, and obtain the Fourier transform of this expectation with respect to these
levels.

3 Preliminaries and Main Result

Let f : [0, T] — R be cadlag and C' between jumps. We say that f has a

e continuous crossing through the level u at s € (0, T) if f is continuous at s,
f(s) =uand f'(s) # 0;

e adiscontinuous crossing if (f(s™) —u)(f(s) —u) <O0.

If f'(s) > 0 in the continuous case, or f(s~) < u < f(s) in the discontinuous one,
we say that f has an up-crossing at s, otherwise the crossing is a down-crossing.

Remark 1 For the processes considered here this definition coincides with that of
Scheutzow (1994) and in the case of continuous crossings also with that of Leadbetter
et al. (1983).

Now, we introduce the processes, all defined on [0, T']. Let Z = (Z(¢)) and J =
(J(t)) be independent stochastic processes and define X = (X (¢)) with X(¢) =
Z(t)+ J(@).

We assume some regularity conditions on the process Z, see Azais and Wschebor
(2009), namely:

Al : the paths of Z are C!, almost surely.
A2 : the density pz()(x) is jointly continuous for ¢ € [0, T] and x in a neigh-
borhood of u. Furthermore, assume that for every ¢,¢ € [0, T] the joint
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distribution of (Z(z), Z(¢')) has a density Pzy.za) s x") which is continu-
ous w.r.t. £ (¢, x, x’ fixed) and w.r.t. x at u (¢, ¢, x’ fixed).
A3: for every t € [0, T] there exists a continuous version of the conditional

expectation E (Z(¢) | X(¢) = x) for x in a neighborhood of u.
A4 :  the modulus of continuity of Z tends to 0 if § — 0:

sup |Z(t) — Z(s)| 8300.

0<s<t<T,|t—s|<§

‘We also assume that

B : Jis apure jump process with almost surely finitely many jump epochs on any
compact time interval.

The n-th jump epoch and the n-th jump magnitude of J are denoted respectively by
7, and &,. The process (7, £,)nenN is @ Marked Point Process, see Jacobsen (2006)
for the general construction based on Markov kernels. Finally, for 7, <t < 1,41 let
v = n. Hence

T =) &
k=0

We can identify the marked point process (rn, J (t,,))nEN with its associated ran-
dom counting measure (RCM) u := Y7 8(,, sz, on [0, T] x R, where 8 y) is
the Dirac Delta measure concentrated at the point (¢, x). Note that the RCM p of a
Borel set C in [0, T'] x R is just the number of points (jump epochs and marks) of
the marked point process that lie in C.

There exists a random measure L(dt, dy) on [0, T] x R, called the compensating
measure of p, such that the processes t — L([0, #], A) are predictable for any Borel
set A in R and, under quite general conditions (for example the absolute continuity
of the kernels and the finiteness of the intensity of jumps), L can be written in terms
of ordinary Lebesgue integrals. Furthermore

Ef fdp = ]E/ fL(dt,dy)
[0, T]xR [0,T]xR

for any predictable function f, see Jacobsen (2006).

We can apply the definition of crossing to almost all of the paths. Denote N
(resp. N, L‘f ) the random number of continuous (resp. discontinuous) crossings through
the level u by the process X on the interval [0, 7] and by N,, the total number of
crossings. For up-crossings we use the same notation with N replaced by U. It is
clear that N, = N{ + N,f, and consequently that EN, = EN{ + E N,f.

Theorem 1 Let Z and J be two independent processes on [0, T verifying conditions
Al-A4 and B respectively. Then, the mean number of continuous and discontinuous
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crossings through the level u by the process X = Z + J on the interval [0, T] are
given respectively by:

EN, = / E(X@)] | X (1) = u) px ) w)dt
[0.7]

_ / E(Z®)] | X(t) = u) pxo ),
[0,T]
and
ENL?:E// HXE ) —uw)(XE )+ y—u) <0}L(dt, dy),
[0,T]xR

where 1A is the indicator function of the set A and L is the compensating measure of
the random counting measure generated on [0, T] x R by the jump process J. Similar
Sformulas hold for the number of up and down crossings.

The proof is postponed to Section 6, let us say here that the continuous and the dis-
continuous crossings are treated separately and by different methods. An interesting
feature of the approach we propose is the fact that Kac Formula (Kac 1943) counts
only the continuous crossings. The discontinuous ones are counted using techniques
from Point Processes Theory.

Some remarks are in order. First, note that when the jump process J vanishes, that
is, J(#) = 0 almost surely for all ¢ € [0, T'], Theorem 1 reduces to Classical Rice
Formula for the process Z.

Next, observe that the random variable J(¢) does not need to have a density for
each ¢, but, in case it does we have a more explicit result.

Corollary 2 If J(t) has a continuous density pj;)(x) fort € [0, T] and x € R, we
can also write

EN, =/ dt/ E (IZ0] | Z(t) = v) pzi () psy(u — v)dv.
071 Jr

Finally, a careful analysis of the proof of Theorem 1 in Section 6 shows that
the result in Theorem 1 holds true whenever the law of the process Z, restricted to
the subintervals [7;, 7;41], conditioned to the paths of the jump process verifies the
hypothesis A1 - A4. Besides, A3 can be weakened assuming that the product of the
conditional expectation and the density of X (¢) (or Z(¢) in Corollary 2) is continuous.

We end this section specializing these results to the case where Z is a Gaussian
process, here, the hypothesis of continuity of the densities and of the conditional
expectation may be released since they follow from the conditions of non-degeneracy
of the distribution of Z(¢), t € [0, T], and on the regularity of the paths. Besides, the
ingredients in the formulas are computable explicitly.

Corollary 3 Let Z be a Gaussian process with C' paths such that for every t the
distribution of Z(t) is non-degenerated, assume further that J is a pure jump process
independent from Z with finite intensity of jumps. Then the result of Theorem I holds
true.
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Corollary 4 Under the hypothesis of Corollary 3, if in addition Z is stationary, then
the formula for the continuous crossings reduces to:

T
EN, = E|Z(0)|/O Px(n(u)dt.

Remark 2 Let us define the density p(u) := %fOTpx(,)(u) dt. Then, we can write
ENS¢ =TE|Z©0)| p(u).

Observe that p is a mixture of the density of X (¢) for ¢ € [0, T]. In particular, if X
is a stationary process, the density p reduces to that of X (0), just as in the original
formula due to Rice.

4 Examples

In this section we present two examples. In both of them Z is a differentiable centered
stationary Gaussian process. Let I' be the covariance function of Z, i.e: I'(r) =
E Z(0)Z (7). Note that —I'(0) is the variance of Z(0).

The jump epochs 1, of J are such that for all n, t, — t,_ are independent expo-
nential random variables with intensity A < oo. The process v = (v; : t > 0) with
vy = max{n : 1, <t} is called a Simple Poisson Process.

For the sake of notational simplicity we consider only the up-crossings, the case
of down-crossings is completely analogous.

4.1 Stationary processes with 1-dimensional Gaussian distribution

Assume that Z = (Z(¢) : t € [0, T]) is a centered stationary Gaussian process with
C! paths. Assume also that I'(0) = 1/2.

Besides, let J = (J(¢) : ¢t € [0, T]) be constructed in the following way. Given a
sequence of independent and identically distributed random variables (¢, : n € N)
with common centered Gaussian distribution with variance 1/2, and p € R such that
|pl < 1, define

Ag=¢g, andforn >1: A, = pA,_1 ++/1—p2e,.

Consider also a Simple Poisson Process v = (v; : ¢ > 0) with intensity 0 < A < oo.
Assume that v is independent from (€,),. Finally, let

J(1) = A,,.

We call such a process a Poisson-auto-regressive process and denote it by
PAR(p, ). Note that this process is similar, in certain sense, to the Random Telegraph
Signal.

The following proposition is obtained by a direct computation conditioning on the
number of jumps of J.
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Proposition 5 Let J be a PAR(p, 1) process, then J is wide-sense stationary and for
T € [0, T the r.v. J(t) has centered Gaussian distribution with variance 1/2 and the
covariance between J (0) and J () is e *(1=P)7 /2,

The next theorem gives the mean number of continuous and discontinuous cross-
ings through the level u by the process X on the interval [0, T']. Let ¢ denote the
standard Gaussian density function. Considering (X, Y) a two dimensional centered
Gaussian vector with EX2 =EY2=1and EXY = (1 + p)/2, introduce

Py(u) =P (X <u,Y >u), )
i.e. the probability that a two dimensional centered Gaussian vector with unit

variances and covariance (1 + p)/2 belongs to the set (—oo, u) x (u, 00).

Theorem 6 Let X = Z + J with Z, J independent processes such that Z is a cen-
tered stationary Gaussian process with T'(0) = 1/2 and C' paths and J a PAR(p, ))
process. Then

—I'"(0)
2

EUS =T o), EUL=AT P,(u).

Proof We begin considering the mean number of continuous crossings. Since Z is
Gaussian and stationary, we can apply Corollary 4. Besides, by Proposition 5, the
density px ) = px() = ¢ for all z. Therefore,

EUS =TEZ(0)pu).

Routine computations show that E Z+(O) = /—I""(0)/2n. This gives E Uy;.

Let us consider now the discontinuous up-crossings. The compensating measure
of the point process (ty,, &)n, &n := Ay — Ap—1,1s Adt F(dy), where F is the normal
distribution centered at (p—1) A,,_ and with variance (1— 0?) /2, see Jacobsen (2006,
eq. 4.64). Hence

T
EU¢ = IE/ / X)) <u, X(t7)+y > u}rdt F(dy)
0 R

T
= ME/ dtf X)) <u, XE ) +y > u}F(dy).
0 R

Actually F is the distribution of &,, conditioned on the random vector (Z (1), Ay, )
Thus

T
EUd = AE/ P (X)) <u, XUt )+&, >ul Z@), A,_)dt
0

T
- x/ S puMEP (Z(0)+A, < tt, Z() + Au+Enr1 > 1 | Z(D), An) di
0
n=0

T
= Af 3 pu P (Z() + Ay < u, Z(1) + Ay + g1 > u) di
0 n=0
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where we have conditioned on the number of jumps and used Fubini’s theorem. Note
that in this case a direct computation is possible. By the stationarity of Z and J, the
last probability does not depend on ¢ and n. Hence

EU? = ATP (Z(0) + Ao < u, Z(0) + Ag + & > u) = AT P, (u).

This gives E U, L‘f and concludes the proof. O

Now we can see that the continuous crossings domiﬂate, in mean, for high levels.
Let ® be the standard Gaussian distribution and ®(z) = 1 — ®(z). As usual,
f(u) = o(g(u)) means that lim,_, » f(u)/g(u) = 0.

Corollary 7 As u — oo, we have E U,f =0 (E U,j)

Proof The result follows directly from Eq. 1:
Pyw) <P (Y >u) <P () =o0(p).
O

Remark 3 The processes Z and J contribute in 1/2 to the variance of X. More
generally we can define

X=aZ+vV1—-0a2]

for « € [0, 1] and Z, J independent, centered, stationary with variance one. Note that
px( = ¢ foralla and =T, ( (0) = —oﬂrg(o) (0). Hence

EN(X) = a ENE(Z).

Therefore, the mean number of continuous crossings of X is proportional to that of
the continuous process Z, the constant of proportionality being «, that is, the standard
deviation of the first summand «Z.

4.2 Stationary Gaussian continuous process plus CPP

In this example we consider a centered stationary Gaussian process Z with I'(0) = 1
and C! paths and an independent Compound Poisson Process (CPP), J with finite
intensity A and standard Gaussian jumps.

The process J is defined as follows: let (§,),en be independent standard Gaussian
random variables and let v = (v, : t > 0) be a Simple Poisson Process independent
from (&,). Then, for r > 0 define J (1) :== Y_"_, &,.

Thus, J(¢) is the sum of a random number of standard normal random variables.
It is well known, see Jacobsen (2006) for instance, that the compensating measure of
the CPP is Adt ®(dx). In particular, the compensating measure is deterministic.

The next theorem gives the mean number of up-crossings through u by X. Let
¢, denote the centered Gaussian density with variance n, in particular, p; = ¢.
Note that ¢, * ¢ = @u4m, Where * stands for the convolution. Furthermore, let
p= Z;i] Pnn With p, = ﬁIP’ (vr > n) and note that the density function p has
expectation 0 and variance AT /2.
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Theorem 8 For the process defined above we have

—I'"(0)
21

u
EUu; =T pu), EUZZ = AT/ D(u — x) p(x)dx.
—0Q

Observe that the mean number of continuous crossings has the usual form, see
Remark 2.

Proof We begin with the continuous crossings. Using the formula in Corollary 2 we
have

T [e%e)
EUS = fo dr / E (Z*() | Z() = v) prioy ) pco e — v)dv

T [e%e)
— EZ*(0) /0 1 / P20/ )Py — v)dv,
—00

where we used the stationarity of Z as in Corollary 4. Recall that E Z+(0) =
v =T1"(0)/2m. Now, by Lemma 1 we decompose p ). Thus

7 (0)
EUC \/7(/ dtZPv,(n)/ Pz0)(V)@n(u — v)dv

n=0

_r (0

f i Z P () (P20) % 0n) (W)

[—T7(0
= 271( )gwnﬂ(u)/o Py, (n)dt.

This integral is computed in the second item of Lemma 1. So we get

_F//O //0
EUS =T, (Z—P<vr>n+1>¢n+1(u)—T 27:) p(w).

Now we turn to the discontinuous crossings

T poo
EU? = Ef f X)) <u; X(t7)+y > u}L(dt, dy)
0 —00
T poo
= E/ / HXE ) <u; X@ )+ y > ulrdt ©(dy).
0 —00
Since the compensating measure is deterministic we have
T poo
IE)UZJ :A/ / IP’(X(f) <u;X(t7)+y>u)dt<I>(a’y)
0 —00

T
= X/ P(X(t_) <u; Xt )+€£ >u)dt
0
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being £ a standard normal variable independent from X (7). Now we condition
on X (t7), since for fixed ¢, almost surely J(+7) = J(#) we may use the same
computations as in the computation of E NS. Hence

T u
EU¢ = A/ / P(E>u—x|X(t")=x)pxq-x)dxdt
0 —00
7 T
= X/ D (u —x)dx/ DPx-y(x)dt
—00 0

u
= ATf D(u — x)p(x)dx.
—00
This completes the proof. O

Next, we compare the mean numbers of continuous and discontinuous up-
crossings through the level u by X as u — oo.

Corollary 9 As u — oo the mean numbers of continuous and discontinuous up-
crossings through the level u are of the same order. More precisely,

A ‘ 2 ,
lim ————REU < lim EU? < lim A | ——— EU

U— 00 /_]"//(()) U— 00 U— 00 —I'"(0) ur

Proof We bound E U,f from above and below. First, we have

u o) 2u
/ D —y)p(y)dy = /O DY) pu—y)dy > p(u)/o D(y)dy,

where we used that p is even and decreasing on [0, co). Furthermore,

2u oo 2
lim f d(y)dy = / d(y)dy =E&T =,/ =.
u—>00 J 0 T

T'herefore,
d - ( )/ d(y)d —p(u)
EU 1 u ~ u.
u = P 0 y)ay u _2 p
On the other hand,

E Uy =/\T2pnf0 D(u—y)pn(y)dy < ATan/ D(u—y)n(y)dy.

n=1 n=1 -

Note that this is a convolution formula for the tail of the distribution of two (inde-
pendent) random variables, say Z ~ & and V,, ~ ¢,. Then the last integral equals
P(Z 4+ V, > u). Furthermore, since @ is the Gaussian standard distribution and
@, is the Gaussian density with zero mean and variance n, this probability equals
P (Vuy1 > u) = ®(u/+/n + 1). Thus

EUS <AT Y pa® (%) <AT Y (1 + D puguri () = AT (p(u) + 5(w)),

n=1 n=1
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where §(u) := ZZO:I (n + 1) pp@ns1(m) — p(u). In order to obtain the desired result,
it suffices to prove that §(u) — 0 as u — oo. In fact,

o0

8@l < Y[+ Dpw = puri] @1 | + I pro1 @)].

n=1

It is clear that the second term of the r.h.s tends to zero when u — o0. Let us look
at the first term, note that ) -, (n + 1) py is, roughly speaking, the second factorial
moment of the Poisson distribution. In fact,

XE(nH)pn = 1+ﬁ2;;nva(k) = 1+2)\—T];k(k—1)pw(k) < 0.
n= n= =n =

Thus, the first term is a mixture of Gaussian densities ¢, (times a constant), hence it
tends to zero. Then §(#) — 0 as u — oo and

EUy < AT(p(u) +8@) ~ ATp(w).

Now, the result follows putting together the two obtained bounds for E U,f and using
Theorem 8. (]

Remark 4 Note that in this case the discontinuous crossings through the level u are
not negligible w.r.t. the continuous crossings when u tends to infinity, in contrast with
the situation in the example of the previous section.

We end with an auxiliary lemma.

Lemma 1 Let J be the CPP with standard Gaussian jumps, then

1. the density of the CPP can be written as: pj)(x) = 230:1 P, (1)@ (X).
2. fOTer(n)dt = lP(\)T >n+ ]) = %P (Tn-H < T)
3. Ifpn= %TIP’(VT > n), then Z;’le pn=1.

Proof 1. Conditioning on the value of v, we have:

Fin®) =P @) <x) =) pymP (@) <x|v =n).
n=0

Now, if v; = n, J(¢) is the sum of n independent standard Gaussian random
variables, hence, the conditional probability in the r.h.s. of the last equation is
the distribution of centered normal random variable with variance n. The result
follows taking derivatives on both sides.

2. By definition, p,,(n), as a function of ¢, is equal to the density function of the
Gamma distribution with parameters (A, n + 1) divided by A, it is well known
that this is the distribution of 7,41, hence

r P(ty41 <T
/ pv, (n)dt = M
0 A
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The result follows since the events {t,+; < T} and {vr > n + 1} coincide.

3. It follows directly from the facts that vy has Poisson distribution with mean
AT and that for a non-negative integer valued random variable X: EX =
Yol P(X > n).

O

4.3 Application to the distribution of the maximum

Recall that
M(T) =max{X(s) :0<s <T}

We now use Rice Formula to get upper and lower bounds for P (M (T) > u) where
X has differentiable stationary Gaussian continuous part and Poisson-auto-regressive
jump part defined in Section 4.1.

The following bounds are based on the elementary relation

{M(T) > u} ={X(0) > M}HJ{X(O) <u, U, =1},
where W denotes the disjoint union. It follows that
PMT)>u) <PX©O) >u)+PU, =21 <PX©O) >u)+EU,, (2
and

PMT)>u)=PXO) >u)+PU,>1)-PWU, >1,X0) > u)

v

P(X(0) > u)+EU, — %E Ui —P U, > 1, X(0) > u),
(3)

where app) = a(a — 1) is the Pochammer symbol and U, 2] = (U,)[2
The following theorem contains the upper bound for the tail of the distribution of
the maximum of X on the interval [0, T'].

Theorem 10 As u — oo, the tail of the distribution of the maximum verifies

I
PM(T)>u)<1—-dwm)+T T()(p(u) + AT P,(u), 4)
T
where P,(u) is defined in Eq. 1.
Proof The proof is a direct consequence of Theorem 6 and formula (2). o

Remark 5 Furthermore, if we denote the r.h.s. of Eq. 4 by rhs(u), by Corollary 7 we
have:

rhs(u) ~ T )

T 7y P

The goal of the rest of this section is to show that this upper bound is sharp. In
order to do that, we use the lower bound given in Eq. 3 for the tail of the distribution
of the maximum M (T'). So we have to deal with the second moment of the number
up-crossings.
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Theorem 11 Let the processes Z, J and X be as in Corollary 4. If in addition J is a
PAR(p, 1) process, and Z verifies that I'(t) # *1/2 for all T > 0 and the Geman
condition:

6 (1)
T dt converges for some n > 0, 5)
where 0 is defined by T'(t) = 1 + T (0)t2/2 + 0(z). Then
//( )
2w

PMG@) >u)=1—dw)+T o) 4+ o(p(u))

Proof 1t suffices to show that the additional terms in Eq. 3, w.r.t. (2), are o(p(u)).
Since

Unjo) = Uu(Uy = 1) = US 1)+ U 1 +2US UY,
the proof is divided into several steps, considering separately each of the resulting
terms.

Claim 1 We have E Ubf,[z] = o(p(u)). O

Step 1. We begin with an upper bound for the second moment of U,,.

/ / E[ZY()ZT @) | X(5) = X(t) = u, vy = m, v—s = n]

0
CPX(s),X(1),vs,v_y (U, u, m, n)dsdt. (6)

This bound is enough for our current purposes, but one can easily obtain
the equality by the method of approximation by polygonals, see Dalmao
(2013).

We adapt the proof of the Rice formula for the factorial moments in
Azais and Wschebor (2009, Theorem 3.2). Let C,, be the set of continuous
up-crossings of X in [0, T], C,f = C, x C, and for any Borel set J in
[0, T)* let u(J) = #(C; N J). It follows that US ,, = u([0, T1* \ A),
where A is the diagonal, that is, A = {(s, 1) € [0, TP :s=t).

Take Ji and J; disjoint intervals in [0, 7] and let J = J; x J>(C [0, T]2\
A). Then

pn(J) = Uu(J1) - Uu(J2)

f ZH X (s)—u| < 6}ds~/ ZY O X ) —u| < 8}dt

I

= Jim %52
Froy o+ B
8»0 (28)2ffz ()ZTOVIX(5)—ul <8, |X(1)—u| < 8}dsdt,

where we applied Kac Formula on each interval, and noted that for § small
enough the quantity in the limit becomes constant, so we can use the same
mute variable § in both limits.
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Step 2.

@ Springer

Now, we take expectation on both sides and apply Fatou’s Lemma and
Fubini’s Theorem to pass the expectation inside the integral sign. Then, we
condition on the number of jumps of the process in the intervals [0, s], [0, ¢]
and on the values of the process X at these points, that is (if s < ):

EZY(s)ZT (O X(s) —ul <8, |X() —ul <8} =
u+4 u+s X . .

/ Z E[ZN)ZT (@) | X () =x,X(6) =y, vs =m, v, =m+n]
u—~e

u—34 m,n=0

DX (5), X (1) |vs=m, v —vy=n (X, ¥) P, (m) py, (m + n)dxdy

Observe that, under these conditions X (s) = Z(s)+A,; and X () = Z(t)+
Apm+n (A is the basic auto-regressive sequence defined at the beginning of
Section 4.1) are jointly Gaussian, thus the conditional expectation is well
defined (and may be computed) via regression. Besides, this fact yields
the regularity conditions needed for the integrand. In fact, the conditional
expectation and the joint density function are continuous for ¢ € [0, T'] and
x, y in a neighborhood of u. Hence, we can pass to the limit w.r.t. u inside
the integral sign.

So far we have stated that E (/) is bounded by the integral in the r.h.s.
of Eq. 6 for any interval J C [0, T']>\ A. As both sides represent measures
on [0, T]2 \ A, the result follows by the standard arguments of Measure
Theory.

Actually we can take inequality (6) a little further:

T o
EU; 5 < 2[0 (T —1) ZE (252} 1 Y0(0) = Yo (r) = u]:
n=0

© PYo(0), Y, (x) (U, u) py, (n)dT,

where we set Y (t) = Z(t) + Ay, fort € [0, T] and k € N.

In fact, conditioned on vy = m, v,y = n (if s < t; similarly on the
other case) we have X(s) = Z(s) + Ay =: Yi(s) and X(t) = Z(t) +
Aman =: Yiyn(2). It is easy to see that the vector (Y, (s), Yi4n(2)) is
independent from v and has centered normal distribution with variances 1
and covariance I'(t — s) + p" /2, in particular, this law does not depend on
s, t but on the difference r — s, neither does it depend on m. Therefore, the
conditional expectation in inequality (6) reduces to that in the r.h.s. of the
claimed bound.

Then, we factorize the density function as:

DX(5), X (1), v5,vr—s (U, Uy T, ) = DX (5), X (1) s, v,y (s W) vy (M) Po,_ (1)
= DY (), Yman () W, ) Py, (M) py,_ ()
= PY(0).Ya () (U, ) pug (m) py, (n).

Clearly ), py,(m) = 1. Finally we make the change of variables (s, ) —
(s, T =t — s), and obtain the desired inequality.
In the next two steps we bound each factor in the integrand.
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Step 3. Ordinary computations, similar to those in Proposition 4.2 of Azais and
Wschebor (2009) show that

()’
1= (@) +p"/2)?%
Note that for n > 1, as p < 1, there is no problem when t — 0. In fact,
1—T @) +p"/2) > 1/2—-p"/2 > 0.
Step4. The vector (Yo(0), ¥, (7)) is normally distributed with variances 1 and
covariance I'(t) 4 p”" /2. Therefore, the exponential in the density is

E(ZT(0)ZT(7) | Xo(0) = X,(v) = u) < —T"(0)—

u>
expy———— ¢.
{ 14+T'(7) +,0”/2}
The case n = 0, when there are no jumps in [0, t], is treated as in Azais and
Wschebor (2009, Proposition 4.2), in particular, we need Geman condition
to ensure the convergence of the integral.

For n > 1 we can bound p" < |p| < 1. Hence
M2 I/l2
o {_1 T+ p"/z} =P {_3/2 T } = ol
Then, replacing this in inequality (6) of Step 1, we have E Ubf.[z] = o(p(u)).

Claim 2 We have EUY ), = o(p(u)).

By the arguments in Corollary 7 it suffices to show that E U 12 = ¢ Ppj(u), for
some constant ¢ and u large enough. Recall that P, (u) is deflned in Eq. 1. We can
write

= ZZl{X(rk—) <u, X(w) > u}.

n=0 k=0
Hence, making the product and taking expectation, we have:

oo n—l1

EUi =) D ol

n=2 l=k</t
P (Z(tx) + Ax—1 < u; Z(tx) + Ar > u; Z(t0) + Ap—1 < u; Z(t¢) + Ap > 1)

oo n—l1

<D P WP (Z() + Acr < w5 Z(10) + A > w). (7)
n=2 k<=1

Besides,

P(Z(tr) + Ax—1 < u; Z(t¢) + Ap > 1)

T T
= / ds/ dtpry v vr=n (S, )P (Z(s) + Ax—1 < u; Z(t) + A¢ > u)
0 s

= / dsf dtpy rlvr=n (S, )P (Z(0) + Ap—1 < u; Z(t — 5) + A¢ > u),
0 K
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in the last equality we used the stationarity of the process Z. The vector (Z(0) +
Ar_1; Z(t — s) + Ap) is centered Gaussian with variances 1 and covariance I'(t) +
ot~k 2 Tt is easy to check that —I'(t) — p¢~*+1/2 < 1/2(1 + |p|) which is
the covariance of the vectors Z + S and Z + |p|S + +/1 — p2V. Therefore, by the
Plackett-Slepian inequality, see Azais and Wschebor (2009, Section 2.1) we have
P(ZO0)+Ar_1 <u; Z(t—s)+Ar > u) <P(Z+S < u; Z+|p|S+y/ 1 — p2V > u).
This bound does not depend on s, £. Hence

P(Z(tk) + Ak—1 < u; Z(te) + Ag > u)

T T
P <Z+S<u; Z + 1p|S+4/1—p2V >u> / ds/ dtpry oy =n(S, 1)
0 s

IP’<Z+S<u;Z+|P|S+\/1—p2V>u>

= Ppp(u),

IA

since tx, ¢ | vr = n is concentrated on [0, T1. Finally, replacing in the Eq. 7 we

have
o n—1

(AT)?
EU{ Z Z Pip|(u) = 2) Pip(u),
n=2l=k<

and the result follows.

Claim 3 We have E U, 2] = o(¢(u)).

In fact
EU,p =E (UC + Ud> (UC +Ud - 1)
= EUS o +EUY ) + 2R ULUY

< EUS p +EUY ) + 2E (US)’E (Ud)?

EUS o +E Ud[2]+2\/[E (Vo) +E U] [E (vl ) +E (Ud)]

where we used Cauchy-Schwarz inequality. The first two terms in the r.h.s. are treated
in the previous lemmas, under the square root sign the first factor is equivalent to
¢(u) and the second one is o(¢(u)). Thus, E U, 2] = o(@(u)).

Claim 4 We have P (X (0) > u, U, > 1) = o(¢p(u)).

We follow the proof of the analogue assertion in Azais and Wschebor (2009,
Proposition 4.2). The key fact is that the distribution of the process J remains
unchanged under time reversal t — T — ¢.

In fact, let us condition on the number of jumps vr = n. Then, it is easy to
check that the (conditional) distribution of (A, Ay, ..., A;) | vr = n is the same
as the distribution of (A, A,_1,..., A1) | vr = n. Besides, the distribution of
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71, T2, ..., Ty | v7 = n is that of a uniform (ordered) sample of size n, so it looks the
same from 0 and from 7. Since the construction of the process J depends on these
elements and there is no difference if we start at O or at 7' the claim follows.

In conclusion,

_l"// (0)
2
—I'"(0)
21

Taking into account (4), this completes the proof.

PM@#)>u) >1—-duw)+T W) + AT Py(u) + O(o((1 + 8)u))

=1 —du+T

@(u) + o(p(u)).

5 Generalization of Borovkov-Last’s formula

Borovkov and Last (2008) are interested in the continuous crossings through a level
u by a stationary Piecewise Deterministic Markov Process. A process X of this kind,
starts at a random position, then jumps a random quantity at random times but moves
deterministically between jumps.

Such a process is described by a general point process (T, &:)n, and a (non-
random) continuous rate function r : R — R. More precisely, the process X
has jumps at the points (7,), the magnitude of the jump is &, and on the interval
[tn, Tut1), X (¢) follows the integral curve of r (that is X(t) = r(X(¢))) with initial
condition X (7,) = X (z,,) + &,.

Note that the jump part of the process is not independent from the continuous one.
Actually, observe that if » (u) > O (resp. <) the continuous crossings through the level
u can only be up-crossings (resp. down-crossings). Hence, between two consecutive
discontinuous crossings there can be only one continuous crossing. Therefore, the
number of continuous crossings is obtained from the discontinuous up and down-
crossings.

The next theorem extends Borovkov-Last Formula to the non-stationary case. Let
D, ={u:ru) =0}

Theorem 12 Let u & D, and assume that r and px ) are continuous w.rt. x in a
neighborhood of u and t € [0, T]. Then:

T
EN,; = IV(M)If0 Px ) w)dt

Proof For the levels u & D, we can apply Kac counting formula pathwise for almost
all paths of X. In fact, the continuity of r implies that the paths are of class C!
between the jumps and that X(t) = r(X(¢)) for almost all ¢ € [0, T]. Since X ()
has a density, the value u is not taken at the extremes of the interval neither at the
jump points almost surely. Furthermore, by the continuity of this density, there are
not tangencies at level u.

Now we take expectation on both sides of Kac Counting Formula and observe that
the number of continuous crossings of the level u ¢ D, is bounded by the number
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of jumps +1 of X in [0, T]. In fact, the sign of r(u#) determines the direction of
the continuous crossings of u, so, between two continuous crossings there must be
a discontinuous one in the opposite direction, thus there is at most one continuous
crossing at each of the intervals of the partition 7o, ..., 7,;, I'. Then, since vr in
integrable, we may pass to the limit under the expectation sign:

[,
EN; =lim— [ E[IX®O1yx@) - dt.
o =lim 28/0 (X O1Lx @) —ui<s)]

Now, X(7) is a deterministic function of X (¢), namely X)) = r(X(®)), so the
integrand is simply the expectation of a function of X (¢). Therefore,

1 T u+38
E N¢ =lim — dxdt.
u ;fg 28/0 /ufs [r ()| px r)(x)dx

By the continuity of the integrand and the compactness of the domain we can pass the
limit inside the integral w.r.t. . Then, the result follows by the mean value theorem.
O

As a corollary, when X is stationary we obtain Borovkov-Last’s Formula.

Corollary 13 If in addition to the conditions of Theorem 12 the process X is
stationary, then
EN; =Ir@lpx-

6 Proof of theorem 1

We need the following relations. Let 7', X, Y, Z be random variables. Then

o0

E(T|X=x,Y=y) =/ ET|X=x,Y=y,Z=2)pzix=x,y=y()dz.

—00
E(T|X=x,Z=2pxz=z(x)

0
=/ ETI|X=x,Y=y,Z=2)pxyz=(x,y)dy.

—00

Proof of Theorem 1 Let us start with the formula for the mean number of continuous
crossings. We condition on the number of jumps, v = n and on the jump epochs,
T = tr. Thus

ENS=E (E [Ny (X, [0,T]) | vy = n; T =t])

=Y pu / pe@® E [NS (X, [0, T]) | vy = ni T = t]dt,
n=0 [0, 77"

where we set T = (17, ..., ) andt = (¢, ..., 1y).
Now we look at the integrand and since the number of crossings is additive w.r.t.
the interval, we split the interval [0, T'] as the union of the intervals 7y := [fx—1, ).
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Then

E [N X 0. T |vr =mr=t] =) E[N;(X.Z) [ vr =n; T =t].
k=1

Each term can be written as

o
/ E [Ne X L) |vr = n; T =t J (=) = ¥] Pr_pvp=n; =t (3)dy.

—00

Now, conditionally on v7 = n; T = tand J(tx—1) = y, the process X can be written
as Z + y on Z. Since Z verifies the conditions A1, A2, A3 and A4 on Z; so does
the process Z + y. Therefore, we may apply Rice Formula, see Azais and Wschebor
(2009), on each interval under these conditions to obtain

E [N X, To) | vr =ny T =t J(fr—1) = y]
Tk

=f E[IZO] | X(t) = u, vy =n; T =, J(_1) = ¥]

Tk—1
PX(0)\vr=n:t=t,J (r;_ )=y (U)dt.

Finally, we have to iqtegrate (the conditions), for notational simplicity, let us
write g(n,t,y) = E [|IZ0)] | X() =u,vr =n; T =t, J(m_1) = y], gn, ) =
E[IZOIIX@) =u,vr =n;T=t] and g(n) = E [|[Z@®)| | X(t) = u, v =n].
Let us perform the integrals one by one, starting w.r.t. y, (use Fubini). Then

f g(n, t, y)pX(t)Ivr=n;r=t,J(1:k)=y(”)pj(tk)\vr=n;‘t=t(y)dy
R
= / g(n, t, YIPx (), J (w)) vp=n;t=t (U, ¥)dy
R
=g, O px ) |vr=n:z=t(®).

Now, we sum the integrals over k and integrate w.r.t. t:

T
/ dt/ g(nat)PX(t)\w:n;t:t(”)pr\vT:n(t)dt
0 [0,T]"
T
=/ g(n) px yjvr=n(u)dt.
0

By the same arguments one can remove the condition on vr. The result follows.
Now we proceed to the formula for the mean number of discontinuous crossings
through level u. For the definitions used below see Jacobsen (2006).
Clearly, X only can have a discontinuous crossing through u at the points 7,,; n =
1, ..., vr, the jump of X at each of these points is due to the jump of J. Hence, we
consider the Marked Point Process ((t, &) : kK > 0) associated to J on [0, c0) x R,
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which defines a Random Counting Measure w1 (dt, dy), in terms of which we can
write:

vr

N = Z L{(X (1) —w)(X(r7) + AX (%) — u) < 0}
k=1
= Y H{(X@) —uw)(X@t) +&, —u) <0}
0<t<T

/ H{(X(7) —w)( X)) +y —u) <0} udt, dy).
[0,TTxR

It is easy to see that this RCM has a compensating measure denoted by L(dt, dy),
see Jacobsen (2006) again. Taking expectations on both sides we have:

EN! = E [E(N,j’|Z)]
_E [IE [/ HX() —u)(X() + y — u) < Ohu(dr, dy) | ZH
[0,T]xR
_E / HX() —u)(X(t™) 4+ y — u) < 0}L(dr1, dy)
[0,T]xR

where we used that conditioned on Z the integral is done w.r.t. the RCM p associated
with J which coincides with the integral w.r.t. the compensating measure L(dt, dy)
since the integrand is predictable, in fact it is a function of #~. Finally we integrate
with respect to Z and the result follows. O
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