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Hawkes process is a class of simple point processes that is self-exciting and has clustering effect. The in-
tensity of this point process depends on its entire past history. It has wide applications in finance, insurance,
neuroscience, social networks, criminology, seismology, and many other fields. In this paper, we study lin-
ear Hawkes process with an exponential kernel in the asymptotic regime where the initial intensity of the
Hawkes process is large. We establish large deviations for Hawkes processes in this regime as well as the
regime when both the initial intensity and the time are large. We illustrate the strength of our results by
discussing the applications to insurance and queueing systems.
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1. Introduction

Let N be a simple point process on R and let F; >° := o (N(C), C € B(R),C C (—00,1]) be
an increasing family of o -algebras. Any nonnegative F, °°-progressively measurable process A,

with

b
E[N (a, b]|1F, ] =EU Ay ds

Foq °°i| almost surely,

for all intervals (a, b] is called an F, “°-intensity of N. We use the notation N; := N (0, t] to
denote the number of points in the interval (0, ¢].
A Hawkes process is a simple point process N admitting an F, “°-intensity

.
A ::x(/ qb(t—s)st), (1.1)

where A(-) : Rt — R is locally integrable, left continuous, ¢(-) : RT — RT and we always
assume that [|¢]| 1 = [~ ¢ () dt < oo. In (1.1), fi;o ¢(t — s)dNy stands for Y __, ¢t — 1),
where 7 are the occurrences of the points before time ¢. In the literature, ¢ (-) and A(-) are usually
referred to as exciting function (or sometimes kernel function) and rate function respectively.
A Hawkes process is linear if A(-) is linear and it is nonlinear otherwise.
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The linear Hawkes process was first introduced by A.G. Hawkes in 1971 [17,18]. It naturally
generalizes the Poisson process and it captures both the self-exciting! property and the cluster-
ing effect. In addition, Hawkes process is a very versatile model which is amenable to statistical
analysis. These explain why it has wide applications in insurance, finance, social networks, neu-
roscience, criminology and many other fields. For a list of references, we refer to [30].

Throughout this paper, we assume an exponential exciting function ¢ (¢) := ae™#" where
a, > 0, and a linear rate function A(z) := u + z where the base intensity p > 0. That is, we
restrict ourselves to the linear Markovian Hawkes process. To see the Markov property, we define

1 1t
Z, ::/ ae PO UN, =7y e P! +/ ae PO gnN;.
o 0

Then, the process Z is Markovian and satisfies the dynamics:
dZ[ = _IBZI dt +C¥dN[,

where N is a Hawkes process with intensity A; = u + Z;_ at time ¢. In addition, the pair (Z, N)
is also Markovian. For simplicity, we also assume Zy = Z_, that is, there is no jump at time
Zero.

In this paper, we consider an asymptotic regime where Zy = n, and n € R™ is sent to infinity.
This implies the initial intensity Ao = u + Zy is large for fixed w. Our main contribution is to
provide the large deviations analysis of Markovian Hawkes processes in this asymptotic regime
as well as the regime when both Z( and the time are large. The rate functions are found explicitly.
Our large deviations analysis here complement our previous results in [13], where we establish
functional law of large numbers and functional central limit theorems for Markovian Hawkes
processes in the same asymptotic regimes.

For simplicity, the discussions in our paper are restricted to the case when the exciting func-
tion ¢ is exponential, that is the Markovian case. Indeed, all the results can be extended to the
case when the exciting function ¢ is a sum of exponential functions. For the non-Markovian
case, we know that any continuous and integrable function ¢ can be approximated by a sum of
exponential functions, see, for example, [36]. In this respect, the Markovian setting in this paper
is not too restrictive. From the application point of view, the exponential exciting function and
thus the Markovian case, together with the linear rate function, is the most widely used due to
the tractability of the theoretical analysis as well as the simulations and calibrations. See, for
example, [1,7,17] and the references therein.

To illustrate the strength of our results, we apply them to two examples. In the first example,
we develop approximations for finite-horizon ruin probabilities in the insurance setting where
claim arrivals are modeled by Hawkes processes. Here, the initial arrival rate of claims could be
high, say, right after a catastrophe event. In the second example, we rely on our large deviations
results to approximate the loss probability in a multi-server queueing system where the traffic
input is given by a Hawkes process with a large initial intensity. Such a queueing system could

lSelf—exciting refers the phenomenon that the occurrence of one event increases the probability of the occurrence of
further events.
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be relevant for modeling large scale service systems (e.g., server farms with thousands of servers)
with high-volume traffic which exhibits clustering.

We now explain the difference between our work and the existing literature on limit theorems
of Hawkes processes, especially the large deviations. The large-time large deviations of Hawkes
processes have been extensively studied in the literature, that is the large deviation principle for
P(N;/t € -) as t — 00. Bordenave and Torrisi [5] derived the large deviations when A(-) is linear
and obtained a closed-form formula for the rate function. When A(-) is nonlinear, the lack of
immigration-birth representation [17] makes the study of large deviations much more challenging
mathematically. In the case when ¢ (-) is exponential, the large deviations were obtained in Zhu
[36] by using the Markovian property, and A(-) is assumed to be sublinear so that a delicate
application of minmax theorem can match the lower and upper bounds. For the general non-
Markovian case, that is, general ¢ (-), the large deviations was obtained at the process-level in
Zhu [35]. The large deviations for extensions of Hawkes processes have also been studied in
the literature, see, for example, Karabash and Zhu [22] for the linear marked Hawkes process,
and Zhu [34] for the Cox—Ingersoll-Ross process with Hawkes jumps and also Zhang et al. [29]
for affine point processes. Other than the large deviations, the central limit theorems for linear,
nonlinear and extensions of Hawkes processes have been considered in, e.g., [3,33,34]. Recently,
Torrisi [25,26] studied the rate of convergence in the Gaussian and Poisson approximations of the
simple point processes with stochastic intensity, which includes as a special case, the nonlinear
Hawkes process. The moderate deviations for linear Hawkes processes were obtained in Zhu
[32], that fills in the gap between the central limit theorem and large deviations. Also, the large-
time limit theorems for nearly unstable, or nearly critical Hawkes processes have been considered
in Jaisson and Rosenbaum [20,21]. The large-time asymptotics for other regimes are referred to
Zhu [30]. The limit theorems considered in Bacry et al. [3] hold for the multidimensional Hawkes
process. Indeed, one can also consider the large dimensional asymptotics for the Hawkes process,
that is, mean-field limit, see, for example, Delattre et al. [8].

‘We organize our paper as follows. In Section 2, we will state the main theoretical results in our
paper,that is, the large deviations for the linear Markovian Hawkes processes with a large initial
intensity. We will then discuss the applications of our results to two examples in Section 3. We
prove Theorems 1 and 2 in Section 4. Technical proofs for additional results will be presented in
the supplemental article [14] due to space considerations.

2. Main results
In this section, we state our main results. First, let us introduce the notation that will be used

throughout the paper and introduce the definition and the contraction principle in the large devi-
ations theory that will be used repeatedly in the paper.

2.1. Notation and background of large deviations theory

We define Rt = {x e R: x > 0} and R>¢ = {x € R: x > 0}. We fix T > 0 throughout this paper.
Let us first define the following spaces:

e DJ0, T'] is defined as the space of cadlag functions from [0, T'] to Rxg.
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e AC,[0, T] is defined as the space of absolutely continuous functions from [0, 7] to Rx¢
that starts at x at time 0.
e ACF[0,T] is defined as the space that consists of all the non-decreasing functions f €

AC,[0, T].

We also define B, (x) as the Euclidean ball centered at x with radius & > 0.

Before we proceed, let us give a formal definition of the large deviation principle and state the
contraction principle. We refer readers to Dembo and Zeitouni [9] or Varadhan [27] for general
background of large deviations and the applications.

A sequence (P,),en of probability measures on a topological space X satisfies the large devi-
ation principle with the speed a, and the rate function / : X — [0, oo] if / lower semicontinuous
and for any measurable set A, we have

1 1
— inf 7(x) <liminf —log P,(A) <limsup — log P,(A) < — inf I (x).
X€A° n—>00 n—oo Qdp xeA

Here, A° is the interior of A and A is its closure. The rate function / is said to be good if for any
m, the level set {x : I (x) <m} is compact.

The contraction principle concerns the behavior of large deviation principle under continuous
mapping from one space to another. It states that if (P,),en satisfies a large deviation principle
on X with a good rate function 7 (-), and F is a continuous mapping from the Polish space X to
another Polish space Y, then the family Q, = P, F~! satisfies a large deviation principle on ¥
with a good rate function J(-) given by

J(y) = I(x).

inf
x:F(x)=y
2.2. Large deviation analysis for large initial intensity

In this section, we state a set of results on large deviations behavior of Markovian Hawkes pro-
cesses when Zg = n is sent to infinity. Note that processes Z and N both depend on the initial
condition Zp = n and we use Z", N" to emphasize the dependence on Zy = n. We consider the
process Z" first.

Theorem 1. P({%Z”,O <t < T} € ) satisfies a sample-path large deviation principle on
DI0, T] equipped with uniform topology with the speed n and the good rate function

(T g+ £ () Bg(t) +8' (1) Bg(t) +&'(1)
I7(8) = log - _
0 o ag(t) o

g(t)) dr, @2.1)

if g € AC1[0,T) and g’ > —PBg, and I7(g) = oo otherwise. Moreover, ]P’(%Z? € ) satisfies a
scalar large deviation principle on R with the good rate function

Jx; T)y= inf Iz(g) 2.2)
8(T)=x

= sup{@x — A(T; 6)}, 2.3)
feR
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JxT)

(a) J(z;T) as a function of . T' =5 is fixed. (b) J(z;T) as a function of T'. z = 3 is fixed.

Figure 1. This figure plots the rate function J(x; T') in (2.3). The parameters are given by: « = 8 = 1.

where A(t; 0) satisfies the ODE (Ordinary Differential Equation):

A'(t;0) = —BA(t; 0) + A0 _ 1, (2.4)
A(0;0) = 6. (2.5)

Four remarks are in order.

(a) When g(t) = @R for t € [0, T, one immediately verifies from (2.1) that /z(g) = 0.
This is consistent with the functional law of large numbers for {%Z", 0<t<T}in[13].

(b) Note that g’(t) = —Bg(¢) forany 0 <t < T corresponds to Z!' = de_ﬁ’ =ne P! for any
0 <t < T, which is equivalent to Nj. = 0. We can compute that P(N} = 0|Z =n) =
e‘for(/“""efﬂr)d’, which gives —lim,_ % logP(Z! =ne P ,0<t<T) = fOT e P dr
which is consistent with I7(g) = fOT e P dt for g'(t) = —Bg(t) forany 0 <t < T.

(c) We have used A(¢; 6) instead of A(¢) to emphasize that A takes value 6 at time zero, and
the derivative in (2.4) is taken with respect to 7.

(d) We have two equivalent expressions for the rate function J: the first expression (2.2) is
directly implied by the sample-path large deviation principle together with the contraction
principle, and the second expression (2.3) is obtained via Gértner—Ellis Theorem. See
Section 4 for more details. In general, there are no analytical formulas for A and the
rate function J. But one can easily numerically solve the ODE for A (e.g., Runge—Kutta
methods) and then solve the optimization problem in (2.3) to obtain the rate function J.
An illustrative example is given in Figure 1.
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Next, we proceed to state a large deviation principle for IF’({%N,”, 0<t<T}e:). To gain
some intuition about the result, we note that

dZt = —,BZ, dt ‘I'adNt,

which implies that

Z, —Z t
N,=’7°+Ef Z, ds.
o o Jo

n t n
-(Z—’— )+E/Z—Ss. (2.6)
n oaJo n

N t
ho=30=1, é/ g(s)ds,
o a Jo

Given Zy = n, equivalently we have
Now if we define for ¢ € [0, T'],

then one readily verifies that the map g — & is a continuous map from D[0, T'] to D[0, T'] under
the uniform topology. Therefore, by Theorem 1 and the contraction principle, we can obtain the
following result. The details of the proof is left to Section 4.

Theorem 2. P({%Nt”,o <t < T} € ") satisfies a sample-path large deviation principle on
DI0, T] equipped with uniform topology with the speed n and the good rate function

I (h)—/Th’(t)lo < w0 )
N 0 & e—ﬁ’—i—e—ﬁfféaeﬁsh/(s)ds

[ (2.7)
- (h’(t) —e Pt _ P / ozeﬂ‘vh’(s)ds) dt,

0

if h e .AC(J)“[O, T], and Iy(h) = oo otherwise. Moreover, P(N7./n € -) satisfies a scalar large
deviation principle on R>o with the good rate function

H(x;T)= inf Iy(h) (2.8)
h:h(T)=x
0 0
=sup{0x—C<T; —) +—}, (2.9)
feR o o

where C(t; g) solves the ODE

0 0 . 0
C/<f; ‘) = —ﬂC(f: ‘) perced 4 B2 (2.10)
o o o

0 0
C(O; —) —. (2.11)
o o
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(a) H(z;T) as a function of z. T =5 is fixed.  (b) H(z;T) as a function of T. x = 5 is fixed.

Figure 2. This figure plots the rate function H (x; T) in (2.9). The parameters are given by: « = = 1.

Four remarks are in order.

()

(b)

()

(d)

2.2.1.

Notice that Iy(h) = fOT R(W (@), e P + e7P! [[aeP W (s)ds)dt, where R(x,y) :=
xlog(%) —x +y, for any x, y > 0. It is easy to see that R(x,y) >0 and R(x,y) =0 if
and only if x = y. Therefore, Iy (h) = 0 if and only if #'(1) = e P! + P! f(; aePSh'(s)ds
for any 0 < ¢ < T. Together with 4’(0) = 1, we get /' (t) = ¢*~A)"_ With the initial con-
dition (0) = 0, we get h(1) = [ €@ P ds =1 if « = B and %};1 if o« # f. This is
consistent with the functional law of large numbers for {%N "0<t<T}in[13].

Note that 2 = 0 corresponds to N7 = 0. We can compute that P(N; = 0|Z5 = n) =

e Jo wkne™Pdr | Gpicp gives —lim,_o0 1 logP(N} = 0|28 = n) = [ e=P* dr, which
is consistent with Iy (h) = fOT e Pldt forh=0.

Similar as in Theorem 1, we use C(t; g) instead of C(¢) to emphasize that C takes value
g at time zero. The derivative in (2.10) is taken with respect to 7.

Similar as in Theorem 1, we have two equivalent expressions for the rate function H. In
general, there is no analytical formula for H. But one can easily numerically solve the
ODE for C (e.g., Runge—Kutta methods) and then solve the optimization problem in (2.9)
to obtain the rate function H. An illustrative example is given in Figure 2.

Most likely paths

In this section, we compute the most likely paths to rare events for Hawkes processes with large
initial intensities. More precisely, we are interested to find the minimizer to the variational prob-
lems in (2.2) and (2.8).
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Fix x € R*. Let 6, be the unique maximizer to the optimization problem (2.3).?

Proposition 3. The minimizer to the variational problem (2.2) is given by

t
2.(t) = exp( [ e Al gg ,Bt), (2.12)
0
for 0 <t <T,where A(s; 0,) solves the ODE (2.4) with an initial condition A(0; 0,) = 0.

Next, we consider the variational problem (2.8). Let 6, be the unique maximizer to the opti-
mization problem (2.9).3

Proposition 4. The minimizer to the variational problem (2.8) is given by

t 6 s
h*(t)=/ exp(a-C(T—s; —*) —i—a/ eac(T“»i>du—ﬁs) ds, (2.13)
0 0

o
forany O <t <T,where C(s; i—*) solves the ODE (2.10) with the initial condition C (0; i—*) = i—*.

The proofs of these two propositions are relegated to the supplemental article [14].

2.3. Large deviation analysis for large initial intensity and large time

This section is devoted to a set of results on large deviations behavior of Markovian Hawkes
processes in the asymptotic regime where both Zy = n and the time go to infinity. The proofs of
these results are relegated to the supplemental article [14].

When the time is sent to infinity, Hawkes processes behave differently depending on the value
of ||¢ll.1 (see, e.g., Zhu [30]). In our case, the exciting function is exponential: ¢ (t) = ae P,
So we have the following three different cases: (1) critical: @ = §; (2) super-critical: « > 8; and
(3) sub-critical: @ < . We study each case separately.

2.3.1. Critical case

We first consider the critical case, thatis, « = § > 0.

Theorem S. Assume that o = B > 0. Let t,, be a positive sequence that goes to infinity as n — 0o

and lim,,_, o %’ =0.

21¢ will be clear from the Proof of Theorem 1 that A(T;0) =1limy,— o % log E[eQZT |Zg = n] if the limit exists. So one
readily verifies that A(T'; 0) is convex in 6, and in fact strictly convex in 6 from (2.4). Hence, there is a unique optimal
0y for the optimization problem (2.3).

31t will be clear from the Proof of Theorem 2 that C(T; g) — g =1lim;— 00 % log E[eGNT |Zo = n] is always convex in
6 if the limit exists. Indeed, from the ODE (2.10), the limit must be strictly convex. Hence, there is a unique optimal é*
for the optimization problem (2.9).
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Zn
1) Forany T >0, ]P’(’n#r € -) satisfies a large deviation principle on R with the speed t”: and
the rate function

2(vx = 1)?

Iz (0 ==

ifx >0,

and 400 otherwise.
Nn
@ii) Forany T > 0, IED(n’T"nT € -) satisfies a large deviation principle on R with the speed % and
rate function
Iy(x) = sup{fx — A},
feR

where

V_zetanh<_—a\/—_9T), if6 <0,
AO) =] < V2

V26 @ .
Ttan(ﬁx/gT) if6 > 0.

The proof of this result relies on Gértner—Ellis theorem and Gronwall’s inequality for nonlin-
ear ODEs (see, e.g., [[10], Theorem 42]) which arise from the characterization of the moment
generating functions of Z; and N;.

2.3.2. Super-critical case
We next state the result for the super-critical case where @ > 8 > 0. Below, we use the convention
that oo - 0 =0.

Theorem 6. Assume thato > 8 >0and0<T < 1. Lett, = Lofg. Then,

. z . .. .o .
1 ]P’(nl’i; € -) satisfies a large deviation principle on Rt with the speed nT and the rate

function I7(x) = 0-1,—1 + 00 - Lo,
NVI
(i1) ]P’(nl”;; € -) satisfies a large deviation principle on Rxq with the speed n’ and the rate

function I~N(x)=0~1x:ﬁ -l-OO'lx#ﬁ-

We remark that the sequence {#,} in Theorem 6 can be taken to be more general. We choose
this particular {#,} for simplicity. Note that when Zy = n — oo, the initial intensity is u + n
which is of the same order as n, and assuming p = 0, we have E[Z}'] = ne@=A* Thus choosing

1 . L. . . .
Iy = % gives E[Z] ;] = n!*T | which is notation-wise concise.

2.3.3. Sub-critical case

Finally, we state the large deviations results for the sub-critical case, i.e., B > o > 0. Given
Zo = z where z is a fixed constant and under the assumption 8 > o > 0, it is well known that
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"

o
-3

as t — oo, % — almost surely and ]P’(% € -) satisfies a large deviation principle, see, for

n
NnT
no

example, [5]. So for Zy = n, it is natural to study the large deviations for

Theorem 7. Assume that B > a > 0. Forany T > 0, ]P’(% € -) satisfies a scalar large deviation
principle on R with the speed n and the rate function

X ax + 1+ T
ﬂ >_ +7llﬂ’

I1(x) =x10g< 2.14)

ax + 14+ uBT B

for x >0 and I (x) = +00 otherwise.

The proof of this result rely on Gértner—Ellis theorem and asymptotic behavior of the solu-
tions of certain nonlinear ODEs which arise from the characterization of the moment generating
function of N;.

Remark 8. We discuss the connections with existing results on large-time large deviations of
Hawkes processes here. Since the dependence on the initial condition should be self-evident
here, we omit the superscript n for the processes Z and N. As we have discussed in [13], when
Zy = n, we can decompose N, = N,(O) + Nt(l), where N'© is a simple point process with intensity
Z© where

dz® = -z dar + «dN?,

with Z(()O) =n and N is a simple point process with intensity
1 t
)»,( V= p +f ae PU=) gND,
0

That is, we can decompose the Hawkes process N into the sum of N © and N, where N@ is a
linear Markovian Hawkes process with zero base intensity and initial intensity Z(()O) =nand NV
is a linear Markovian Hawkes process with nonzero base intensity p > 0 and empty history, that
is, NV (—o0, 0] = 0. This decomposition is valid due to the immigration-birth representation of
linear Hawkes processes [19]. One of the key results from the immigration-birth representation

is that the two processes N and NV are independent of each other.
©
By letting 4 = 0 in Theorem 7, ]P’(N;—T € -) satisfies a large deviation principle with the rate

function
) N ax +1
—x .
B

ax + 1

19G)=x log(
o

On the other hand, from Bordenave and Torrisi [5], IP( Nfl—T € -) satisfies a large deviation principle
with the rate function

z+}
gl

N =

X
1Oy =71] X1 T _x
) [T B\t = T
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Since N and NV are independent, we conclude that IP’(% € -) satisfies a large deviation
principle with the rate function

I(x)= vﬁi—lzlix{[(())(y) + I(l)(Z)}.

Notice that 7V (x) = ;,LTI(O)(M"—T) +uT( — %) and 7©(x) is convex in x. Hence, by Jensen’s
inequality, we conclude that

I(x)= inf {1<°>(x )+ MTI(O)(L” + /LT(I —_ l)
uT B

O<y=x

. 1 uT y 1
=(1+uT) inf 10 - —— O = T(1--
(I u )o<"§<x{1+MT Cent ot r )t B

=(1+,U«T)[(0)( L oy T i)ﬂw(l—l)
1+uT 14+ uT pnT B

_ of__* _l)
(I +uT)HI <1+MT>+MT<1 )

which can be easily verified to be consistent with (2.14).

The next result is complementary to Theorem 7.

Theorem 9. Assume that B > o > 0 and > 0. Let t, be a positive sequence that goes to infinity
asn — oo.

. . Ny . .o Lo
1) Iflim,_ o0 t;" =0, then, forany T > 0, IP’(’T”T € -) satisfies a large deviation principle on
Rxq with the speed n and the rate function

B ax +1
1O =xl X X )
x)=x 0g< o1 X+

n
1

@1i) If limy,— o0 % = 00, then, for any T > 0, IP( [ZT € -) satisfies a large deviation principle
on Rxq with the speed t, and the rate function

106y =7] Lrog( L)Xy
B VT At o R |

Let us give some intuition behind the results of Theorem 9. Recall the decomposition N; =

N,(O) + N,(l) from Remark 8. Notice that Nt(nl} is of order #, and that is because of the large-
time law of large numbers of the linear Hawkes process with a fixed initial intensity u and

empty history. Also notice that Ntio% is of order n. Let us explain. Notice that from Z(()O) =n
we obtain ]E[ano%] = (;”T IE[ZS(O)]ds = nf(;”T e@=Ps ds. As n — oo, we have 1,T — oco. But

fooo e @B g5 = ﬁ+a < oo for B > «. Thus, Ntflo% is of order n. Hence, when lim,,_, ’ni =0,
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N© “dominates” and we have result (i), and when lim,_, o b =00, N 1) “dominates” and we
obtain (ii).

So far we have discussed the large deviations for the process N" in the sub-critical case. We
next consider the large deviations for the process Z" in the regime where Zg = n and the time
are both sent to infinity. Below, we use the convention that 0 - co = 0.

Theorem 10. Assume that B >a >0,0<y <1, and t, := :;’f;’. Forany 0 <T <1 —vy,

Zy . .. .. . _y_
]P’(nfﬁg € -) satisfies a scalar large deviation principle on RT with the speed n'~Y =T and the

rate function

I7(x)=0-1,21 +00- L.

We remark that similar as in Theorem 6, here the sequence {#,} in Theorem 10 can be taken to
be more general. We choose this particular {#,} for the simplicity of notation.

3. Examples and applications

This section is devoted to two examples that apply the large deviations principle that we have
developed in the previous sections. The first example is on ruin probabilities in the insur-
ance setting, and the second example is on the finite-horizon maximum of queue lengths in
an infinite-server queue. We assume Markovian Hawkes processes can adequately model the
clustering behavior of events occurring in each application. While this assumption may not be
completely realistic, it enables us to illustrate the potential strength of our large deviations anal-
ysis. Throughout this section, we write a, = o(n) as n — oo if the sequence of numbers a,
satisfies limy, o0 an/n = 0.

3.1. Example 1: Ruin probability in insurance risk theory

In this example, we apply our large deviations results to approximate the finite horizon ruin
probability in a risk model in insurance mathematics.

Hawkes processes have been applied to insurance settings to accommodate the clustering ar-
rival of claims observed in practice, see, for example, [6,24,31]. When a natural disaster such
as an earthquake occurs, the claims typically will not be reported following a constant intensity
as in a homogeneous Poisson process. Instead, we expect clustering effect in the claim arrivals
after a catastrophe. In addition, the arrival rate of claims is typically high right after a catastro-
phe event. So one might use Hawkes processes with large initial intensities to model such claim
arrival processes, and it is of interest to study the finite horizon ruin probability in a risk model
where the claim arrivals are modeled by such Hawkes processes.

To study the ruin probability, let us consider the surplus process of the insurance company:

N7
X! =Xj+pt—) Y.

i=1
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Here, N" is the claim arrival process modeled as a Hawkes process with an initial intensity
W + n, and an exciting function ¢ (¢) = ae P! the constant o > 0 is the premium rate, and we
assume it is independent of n for simplicity; {¥;} are the non-negative claim sizes which are
independent and identically distributed, and {Y;} is independent of N" and n. Note that we use
N" to emphasize the dependence on Zy = n.

We are interested in approximating the finite horizon ruin probability P(z"” < T') for fixed
T > 0 and large n, where " is the ruin time of an insurance company and it is defined as
follows:

:inf{t >0: X} 50}.

We assume that the initial surplus at time 0 is given by X"(0) = nx, which is large, as n — oo.
In the usual setting of the finite horizon ruin probability problem for the classical risk model, the
ruin probability is exponentially small when the initial surplus is large, see, for example, [2]. In
our example, because N/’ is of the order n, the ruin will occur at a finite time with probability
one.

Notice that N" satisfies a functional law of large numbers, see [13],

Nn
sup [~ — ¥ (1)
o<i<T| N

-0 almost surely as n — oo,

e(u Y _1

where ¥ (1) := for o # B, and ¥ (¢) := ¢t for « = B. Therefore, as n — o0,

" -t :=inf{t > 0:x —E[Y,]¥ (1) =0} almost surely.
It is easy to compute that (assuming that (o — ﬁ)ﬁ + 1 > 0; otherwise T will be co).

log (e — B) iy + 1)

00 __ o —
=1 p

E(ri]’

’ fora?éﬂa
for @ = B.

Forany T > t°, P(t" < T) — 1 as n — oo. For any T < t°, this probability will go to zero
exponentially fast as n — oo, and falls into the large deviations regime. In the following, we
develop approximations for this probability P(z” < T).

Let us assume that E[¢?Y1] < oo for any § < 6% and E[e?Y1] = 0o otherwise, where 67 > 0
and we allow it to be +0c0. We define V™ as the subspace of D[0, co), consisting of unbounded
nonnegative increasing functions starting at zero at time zero with finite variation over finite
intervals equipped with the Vague topology, see [23]. A Mogulskii-type theorem says that, see, for
example, Lemma 3.2. [23], ]P’({ ZL"” Y;,0 <t < oo} € ) satisfies a large deviation principle
on VT with the good rate functlon

o0
/ Agi(0))dt + 6T ga(00)  if g=g1+ g€V, g1 € ACo[0, 0),
0
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where

A(x) := sup{fx — logE[""]}], 3.1
(SN
and g = g1 + g2 denotes the Lebesgue decomposition of g with respect to Lebesgue measure,
where g; is the singular component and g;(00) = lim; . g2(¢). Note that if §% = oo, then
g2 =0. Since {Y¥;} and N" are independent, then Theorem 2 implies that

1 1Lnsj
P —N!, — Y;],0<t<T,0< €-
({3 o= moss<oc) )

satisfies a large deviation principle on D[0, T] x VT+4 with the good rate function Iy (h) +
fooo A(gy(1)dt + 6% g2(00), where the rate function Iy (k) is given in Theorem 2. It is easy to

N/ N L .
see that % Z_i=tl Yf = % Z,L: T ! Y;. Hence, by the continuity of the first-passage-time map, and
the contraction principle, for any fixed 0 < T < >, we have

]p(.['l < T) — e*n'infh.g:x—g(h(T))SO{[N(h)+f()oo A(g) (1)) dt+67T g2(00)o(n)

_ (3.2)
— it gy <ot D[ T A5 (1) di+0T g2 (D)) Fo(n)

as n — o0o. We can replace oo by h(T) in (3.2) since A(x) > 0 for any x > 0 and it is zero
for x = E[Y1] and g» is also non-decreasing so that g2(c0) > g2(h(T)), and thus the optimal g
satisfies g} (t) = E[Y1] for ¢ > h(T) so that X(g’l(t)) =0for ¢ > h(T) and gy(c0) = g2 (h(T)).
The expression (3.2) is not very informative, so we next simplify it to obtain a more manage-
able expression which allows efficient numerical computations. We can first fix g»(2(7T")) and
then optimize over g>(h(T)). By the convexity of A(-) and using Jensen’s inequality, we obtain

nr__ (1 [ —(* — &)
/0 A(gl(t))dtzh(T)A<m /0 gl(t)dt>zh(T)A(T>v

where the second inequality is due to x — g1 (A(T)) — g2(h(T)) < 0 and A(x) is non-decreasing

in x for x > E[Y;]. On the other hand, by considering g} (t) = %ﬂ;mt, we have
o __ —(x — g2(k(T))
A(g¥) () dt = h(T)A 1= &) .
fo ((ef) @) (T) ( " D)

This implies that (3.2) can be reduced to the following:

]P(r" < T) _ e—n‘infh,zix{IN(h)—&-h(T)X(%)—&-Q*’Z}—Fo(n)

4Here D[0, T] is equipped with Skorokhod topology. In Theorem 1 and Theorem 2 we proved first the large deviation
principles hold in the Skorokhod topology.
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as n — 00. Therefore, we have

g : A(X=2 +
IP)(,L.H S T) —e ”lnfy>0,z§x lnfh:h(T)=y{IN(h)+yA( y )+0 Z}+0(n)'

To further simplify the above expression, we note from Theorem 2 that P(N7./n € -) satisfies a
large deviation principle with the rate function

0 0
H(x;T)= inf IN(h)=sup{0x—C(T; —)—i——},
h:h(T)=x peR o o

where C solves the nonlinear ODE given in (2.10) and (2.11). Hence, we conclude that
]P’(t” < T) = exp(—n A (x; T) + o(n)) asn — 0o,

where

I;(x;T):= inf {H(y; T)+ yK(x;Z> +9+z}.
y

y>0,z<x
We remark that the function H(y; T) + yK(Xy;Z) + 0%z is convex in y. This is because H(y; T)
is convex in y and one can also verify directly from the convexity of A that yA(;—‘,) in convex in
y. Itis also clear that H(y; T) + yX(xy;Z) + 07z is convex in z. So we can numerically obtain
I (x; T) efficiently.
We now present a numerical example when Y; has a Poisson distribution with rate 1. Then it

is easy to see from (3.1) that A (v) = vlogv — v+ 1 for v > 0 and A (v) = 400 otherwise. Also
in this case #7 = co. Hence, we obtain

I(x:T) = inf{H(y; T)+y- (f —1 —1og(f>>}. (3.3)
y>0 y y

See Figure 3 for a numerical illustration.

3.2. Example 2: Finite-horizon maximum of the queue length process in an
infinite-server queue

In this example, we use our large deviations results to study certain tail probabilities in an infinite-
server queue in heavy traffic where the job arrival process is modeled by a Hawkes process with a
large initial intensity. Such a queueing system could be relevant for analyzing the performance of
large scale service systems with high-volume traffic which exhibits clustering. For background
on infinite-server queues, their engineering applications and related large deviation analysis, see,
for example, [4,15,28].

Consider a sequence of queueing systems indexed by n with infinite number of servers. Jobs
arrive to the nth system according to a Markovian Hawkes process N" with an initial intensity
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(a) Ir-(z;T) as a function of T. = 0.5 is fixed. (b) I(z;T) as a function of z. T' = 0.2 is fixed.

Figure 3. This figure plots /7 (x; T') in (3.3). The parameters are given by: o« = g = 1.

@+ n, and an exciting function ¢ (¢) = ae #’. We use N" to emphasize the dependence on
Zy = n. For simplicity, we assume that (a) n is large so the offered load in the system is high;
(b) the system is initially empty; (c) the processing time of each job is deterministic given by a
constant ¢ > 0.

We are interested in the finite-horizon maximum of queue length process in such an infinite-
serve queue, similarly as in [4]. Mathematically, we want to develop large deviations approxima-
tions for the probability of the event

max Qf > nx (3.4)
0<s<T

for fixed T > 0 and sufficiently large x, as n — oo. Here Q¥ is number of jobs (or busy servers)
in the nth system at time s. For sufficiently large x, we note that (3.4) is a rare event. This event
corresponds precisely to the event of observing a loss in a queue with nx servers, no waiting
room, and starting empty.
It is well known that (see, e.g., [16]) for the nth system with deterministic processing time c,
the queue length process Q" can be represented by
0! =N/~ N

1—c>
where N;' =0 if t <0 by convention. It is easy to see that the function & mapping y to ¥ where

() :=max{y(s) = y(s — )},

is continuous under the uniform topology. Since Theorem 2 states that ]P’(%N " € .) satisfies a
sample path large deviation principle with the good rate function I, we can apply the contraction
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principle and obtain:

1
lim —10gIP’< max Q7 > nx)

n—oon 0<s<T

1 1
= lim — log]P’< max —[NS” - Ns"fc] > x> (3.5)

n—oon 0<s<T n
- —inf{IN(h; T : max[h(s) — h(s — )] > x},
h s<T
where we use the notation I (k; T') to emphasize the dependence of Iy on T, as can be clearly
seen in (2.7).
Therefore, to develop large deviations approximations for P(maxo<s<7 Q" (s) > nx), it re-

mains to solve the optimization problem in (3.5). For T < ¢, since & is a nondecreasing function,
then the infimum in (3.5) is simply

inf In(h;T)=H(x;T).
h(T)>x

For T > c, the infimum in (3.5) is equivalent to:

min{ inf inf Iy(h:s), inf inf IN(h;s)}.
0<s<ch:h(s)>x c<s<T h:h(s)—h(s—c)>x

Now, let us solve the optimization problem:

inf  In(h:o).
h:h(t)—h(t—c)>x

Since

lim lim — 1og]P>(N">/n € B;(x)|Zo=ny) = —yH(x/y; 1),

e—>0n—oon

lim lim —log]P’(Z"/neBg(y)lzo—n):—J(y;t),

e—~0n—oon

and by the Markov property, we get

lim lim lloglF’([N” N ]/neB (x), Z} ./n € B¢ (y)|Zo_n)

e—>0n—oon

=—yH(x/y;c)—=J(y;t —c),

(3.6)

and finally for sufficiently large x, by (3.6) and the contraction principle, we obtain

1
inf Iny(h;t) =—1lim lim —loglP Nn N . €B Zy=
h:h(l‘)*ll?(lfc)>x N (B 1) = sgr})nggon 8 ([ ’7‘]/’1 eI Zo n)

= inf{yH(x/yi0)+J (it =)},
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1 2 3 4 5 6 7 8 9 10

(a) G(x;T) as a function of . T =5 is fixed. (b) G(z;T) as a function of T. « =5 is fixed.

Figure 4. This figure plots G(x; T') in (3.7). We use parameters¢« = =1,c = 1.

Hence we conclude that the infimum in (3.5) is equivalent to the following expression:

G(x;T)::min{Oinf H(x;s), inf inf{yH(x/y;c)+J(y;s—c)}}, 3.7)

<s<c ¢<s<T y>0

where H and J are given in Theorems 1 and 2, respectively. This implies the following approxi-
mation for T > ¢ and sufficiently large x:

IP’( max Q" > nx) =exp(—n-Gx;T)+o(n)) asn— oo.

0<s<T

Since one can solve H and J numerically, we can then also obtain G by solving the optimization
problem in (3.7) numerically. We present an example in Figure 4.

4. Proofs of Theorems 1 and 2

4.1. Moment generating functions of Z; and N;

We first discuss in this section the moment generating functions of Z; and N; for fixed ¢, con-
ditioned on knowing the value of Zj. These functions play a critical role in proving our large
deviation results.

First, recall from [[13], Section 3.2.1] the moment generating function of Z;:

u(t,z) :=E[e?%|Zy =] = AOHBED), 4.1)

where A(t; 0), B(t; 0) satisfy the ODE:s:
A'(t;0) = —BA(t; 0) + 24D _ 1, 4.2)
B/(t;0) = u(e™* ) — 1), (4.3)
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with initial conditions A(0; 8) =6 and B(0; 8) = 0. As remarked earlier, we have used A(z; 0)
instead of A(#) to emphasize that A takes value 6 at time zero, and the derivative in (4.2) is taken
with respect to t. We also write B(z; 0) instead of B(¢) to stress that B depends on the initial
condition of A.

Next, we compute the moment generating function of N,. Recall that N, = @ +

gfot ZS ds. Thus, E[eGNt |ZO = Z] = eigzv(l‘, Z), where

0, L 08 1
v(t,z) = Efea?t e hZds 7y = 7).

Recall that Z is a Markov process with the infinitesimal generator

9
Af(z) = —ﬂza—]; +@+w[fz+a) - f@)]

By Feynman—Kac formula, v satisfies the equation:

P2t otz e -0 0] + L, 2)
o = B T vt z+a) — v, 2)] L v 2,

with an initial condition v(0, z) = egz. Therefore, by the affine structure, see, for example, [11],
one deduces that v(z, z) = ¢¢ %)”D("g), where C(t; g), D(t; g) satisfy the ODEs:

0 0 ) 0
c/(:; _) =—/3C(t; _> +e“C(”g)—1+ﬂ-C<0; —>, (4.4)
07 o o
/ 0 aC(t;2)
D'\t;— )= /L(e ra) — 1), 4.5)
o

with initial conditions C(0; £) = £ and D(0; £) = 0. Thus we have

E[e"NZ0=z] = exp{ (C(r; g) - c(o; g)) 2+ D(z; g) } (46)

Finally, we remark that there exists some ® > 0 such that the moment generating functions in
(4.1) and (4.6) are both finite for all 6 < ®. See [33].

4.2. Proofs of Theorems 1 and 2

We prove Theorems 1 and 2 in this section. For notational convenience, unless specified explic-
itly, we use Z and N for Z" and N" when Zy = n. We also use [E[-] to denote the conditional
expectation E[-|Zg = n], and P(-) for the conditional probability P(-|Zg = n).

Proof of Theorem 1. The proof is long, so we split it into four steps.
Step 1. We first establish a scalar large deviation principle for IP’(%ZT € -), using Girtner—Ellis
theorem.
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From (4.1), we have
u(t,z) = E[eezt |Zo = Z] — A Z+B(1:0)

It is easy to see that since Z; process is positive, u(¢, z) is monotonically increasing in 6. Let us
recall from Section 4.1 that A(z; 9), B(t; 0) satisfy the ODEs:

Al(t:0) = —BA(t; 0) + A0 _ 1,
B'(t;0) = u(e“A(“e) -1),
with initial conditions A(0; 8) =6 and B(0; 6) =0.

Let us first consider the critical and super-critical case, thatis, « > . When we have o > 8, for
any A >0, —BA + ¢*4 — 1 > 0 and thus A(t; 0) is increasing in ¢. It is clear that for any 6 > 0,

I W < 00. On the other hand, it is easy to see that ;° ﬁ = 00. Therefore,
for any fixed T > 0, there exists a unique positive value 6.(T) such that
/ - dA =T 4.7)
0.1y —BA+e A —1 '

Hence, we conclude that for any fixed 7 > 0, for any 0 < 6 < 6.(T), A(T; 0) is the unique
positive value greater than 6, that satisfies the equation:

A(T;60) dA
/9 e 1" 4.8)

Now let us consider the case 6 < 0. When @ > 8, —BA + e*4 — 1 =0 when A =0 or when
A = A, for some unique negative value A.. For 6 =0 or 6 = A., A(t;0) = 0 for any ¢. For
A; <0 <0, A(t; 0) is decreasing in ¢t and A(T; 6) satisfies the equation (4.8). For 6 < A,
A(t; 0) is increasing in t and A(T'; ) < 0 and satisfies the equation (4.8). When « = 8, —BA +
e*4 — 1 >0 when A # 0. Thus, for any 6 < 0, A(t; 6) is increasing in ¢ and A(T;60) < 0 and
satisfies the equation (4.8) and also A(z; 0) = 0. Also, it is easy to see that for 8 < 6.(T), A(t; )
is continuous and finite in ¢, and

T
B(T,G)ZI,L/ (e(xA(l‘;Q)_ l)dt
0
is finite. Therefore, for 0 < 6.(T)

lim l1ogE[e9ZT] = A(T:0).

n—oon
When 6 > 6.(T), this limit is co. By differentiating the equation (4.8) with respect to 6, we get

1 1
TRt e 1 ZBA(Ti0) 4 eeATH — |

d
S5 AT:0)=0. 4.9)
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It is clear from the equation (4.7) and (4.8) that as 6 — 6.(T"), we have A(T'; ) — oco. Therefore,
from (4.9), we get

—BA(T; 0) 4 AT — |
—BO + e — 1

d
ﬁA(T;O)z — 00 asf — 0.(T).

Hence, we verified the essential smoothness condition. By Gértner—Ellis theorem, ]P’(%ZT €)
satisfies a large deviation principle on R™ with the rate function

J(x; T) = sup{6x — A(T; 0)}. (4.10)
feR

Next, let us consider the sub-critical case, that is, « < B. In this case, —8A + e —1=0if
and only if A=0or A = A, where A, is a positive constant and it is unique. For § =0 or A,
A(t;0) =0 for any ¢. For 6 < 0, A(¢; 6) is increasing in ¢, and A(T, 6) < 0 satisfies the equation
(4.8). For 0 < 6 < A, A(t,0) is decreasing in ¢ and satisfies the equation (4.8). For 6 > A,
A(t,0) is increasing in ¢. For any fixed 7' > 0, there exists a unique 6.(T) > A, satisfying the
equation (4.7) so that for any A, <6 < 6.(T), A(T, 6) is the unique positive value greater than
0 that satisfies the equation (4.8) and for 6 > 6.(T), A(T,0) = co. We can proceed similarly
as before and prove that, IP(%ZT € ) satisfies a large deviation principle on R™ with the rate
function given in (4.10).

Step 2. Next, we need to prove the exponential tightness before we proceed to establish the
sample path large deviation principle. To be more precise, we will show that

1
lim sup lim sup — logIF’( sup Z; > nK) = —00, “4.11)
K—oo n—oo N 0<t<T
and for any § > 0,
. . 1
lim sup lim sup — log}P’( sup |Z;, — Zs| > 8n) = —00. 4.12)

e—~0 n—oo N |t—s|<e,0<t,s<T

We will also show that for any n > 0,

1
limsup — log[P’( sup |Z; —Z;—| = nn) = —o00. (4.13)

n—oo N 0<t<T

The superexponential estimates (4.11) and (4.12) will guarantee the exponential tightness on
DI0, T] equipped with the Skorokhod topology, see, for example, Theorem 4.1. in Feng and
Kurtz [12]. Together with Step 3, it will prove the large deviation principle for ]P’({%Z;, 0<t=<
T} € ) on DI[0, T] equipped with Skorokhod topology. Next, the equation (4.13), that is, the
so-called C-exponentially tightness, see, for example, Definition 4.12. in [12] strengthens the
large deviation principle for IP({%Z,, 0 <t <T}e-)sothatitholds on D[O, T] equipped with
uniform topology, see, for example, Theorem 4.14. in [12].
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Let us first prove (4.11). Notice first that Z; — Zy < aN; and Zo = n. Therefore, for K > 1,

]P’( sup Z; > nK) = IP’( sup (Z; — Zp) = n(K — 1))
0<r<T 0=<t=<T

—1
( sup N; >n >
0<t<T o

=P(aNr = n(K — 1))
E[

9NT]870(K71)n/a’

e

| /\

where the last inequality follows from Chebychev’s inequality. In conjunction with the moment
generating function of N7 in (4.6), we hence obtain

0 0 6(K—-1
hmsup—log]P’< sup Z,an) SC(T; ;)___¥’

n—o00 0<t<T o o

which goes to —oco as K — oo. Hence, we proved (4.11).
Next, let us prove (4.12). Note thatfor s < ¢, aN(s,t]=2Z,—Z;+ B fst Z,du. Thus, fors < ¢,
we have

|Z — Zs| SaN(s,t]+ B(t —s) sup Z,.

S<u<t
Therefore,
P( s 1Zi—Zlzbn)
[t—s|<e,0<t,s<T
SP( sup (aN(S,l]-f-,B(t—s) sup Zu>28n)
lt—s|<e,0=s<t<T s<u<t
)
=P sup  aN(s,1]==n
|t—s|<e,0<s<t<T 2
)
+P sup B(t—s) sup Z, > =n).
[t—s|<e,0<s<t<T s<u<t 2
Note that

) )
]P’( sup Bt —s) sup Z, > En) < ]P’(,Bs sup Z, > En)

[t—s|<e,0<s<t<T s<u<t 0<u<T

=E VUSRS SIS

By (4.11), we have

1 )
lim sup lim sup — log]P’(,Bs sup Z, > 5n) = —00.

e—>0 n—oo N O<u<T
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Next, notice that without loss of generality we can assume that é € Nand

8 8
]P’( sup aN(s, t] > 511) < ]P’(Ell <j=<T/e:aN(tj_1,tj]> Zn)

(4.14)
T/e

5
< ZIP’(aN(tj_l,t,-] > Z")’

j=1

where 0 =19 <ty <--- <ty/e =T, where t; —t; | = ¢ for any j. In addition, note that for
6 >0,

B[t 0] = B[s[ee -1z, ]
_ IE:[{GZ,J;1 LU0 Zi;_ +D(rj7rj,1;9)] (4.15)
= exp(D(s; 0) + A(tj_l; C(e; 0) — G)n + B(tj_l; C(e; 0) — 6))
where we have used the moment generating functions of Z; and N; in Section 4.1. Hence, using

Chebychev’s inequality and combining (4.14) and (4.15), we find for fixed ¢ > 0,

1 1)
1imsup—log]P’< sup aN(s,t]> En)

n—oo N

=EUS SIS

8
< sup {A(tj_l; C(e;0)—0) — 9—}
1<j<T/e 4

< sup {A(r;C(e:0) —0)} —93.

0<t<T

So in order to prove (4.12), what remains is to choose 6 that depends on ¢ so that (i) 8 — oo
as ¢ — 0; (il) A(¢; C(¢e; 6) — 0) is uniformly bounded for ¢ € [0, T] and ¢ — 0. To this end, let
us define y(¢) := C(t;0) — C(0;0) = C(t; 0) — 6. Then y satisfies the ODE:

V(1) = —By(t) + e 1,
y(0) =0.

For 6 > 0, we have y’(0) = ¢*’ — 1 > 0, which implies y is increasing on [0, y] for some y > 0.
This suggests that

0<y'(t)<e®e™D forrel0,y].

By Gronwall’s inequality for nonlinear ODEs, we obtain

1 b
0<y(t) <——-log(l —ae*’t) forrel0,y]. (4.16)
o
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Let us set we®’ = - Then it is clear that & — oo as ¢ — 0. In addition, we deduce from (4.16)

N
that for ¢ < y,

0§C(8;9)—9=y(8)§—$-IOg(l—«/E). (4.17)

Next we show {A(t; C(¢g; 8) — 6)} is uniformly bounded for 7 € [0, T'] and ¢ — 0. When o <
B, it is clear that zero is a stable solution for the ODE of A in (4.2). Since A(0; C(g;60) —0)) =
y(g) = 0 as e — 0, so the stability of zero solution implies that when ¢ — 0, {A(z; C(e; 0) —0)}
is uniformly small and thus uniformly bounded for all # > 0. When « > g, since A(0; C(¢; 0) —
0)) = y(¢) > 0, one readily checks that A is non-decreasing with respect to time #. Hence, we
obtain

sup {A(t; C(e; 0) — 9)} = A(T; y(s)).
0<t<T

We have shown in Step 1 that A(T; 9) is finite when 6 < 6.(T), and A(T; §) is continuous as
a function of 6. Therefore, we deduce from (4.17) that A(T; y(¢)) is uniformly bounded for
& — 0. Thus, we have proved (4.12).

Finally, the claim in (4.13) trivially holds since for any 0 <t < T, |Z;— — Z;| =0 or o with
probability 1.

Step 3. Next, we establish the sample path large deviation principle.

For any ¢ > 0, let B;(x) denote the open ball centered at x with radius €. For any 0 =: #p <
f<th<---<ty_) <tr:=Tand xq,...,xx € RT, by the Markov property of the process Z,
we have

1 1 1
P(—Zn € Be(x1). ~Ziy € Be(xa), ... ~Zy € Bs(xk)>

n n n
1 1 1

=P( 2y € B.(x1) |P( - Zy € Bel)| - Z4, € Botxn)
n n n

1 1
< P( 2y € Bew)| -2y, € Bewin) ).
Hence, we have
e—>0n—>oon

1 1 1 1
lim lim — logIP’(—Z,] € Be(x1), —Zs, € Be(x2),...,—Zy € Bs(xk))
n n n

x2
=—J(x1;: 1) —x11<—; 15 —h)
X1

Xk
— =X S| —— e — -1 ),
Xk—1
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where J is given in (4.10). Hence, for any g € AC,[0, T],

1 1
lim lim —10g]P’< Z, € B; ( (t1)) th € B, ( (tz)),..., ;Z,k € Bg(g(tk))>

e—>0n—0o0

—J(g(r); 1) — g(nN(% tz—tl) '~~—g(lk—1)1<gé(7t(:k)]):tk—tk—l)-

For any given positive g € AC1[0, T'], we have

g)
J(g(tj—l)’tj tj_l)

=sup{9 8(1;) —A(tj—tjl;é’)}

oer | &(j—1)
FAGEN 1j=1j-1 .
:sup{9(1+ il (tj—tj_1)>—9—/J ' (—ﬂA(s;9)+e°‘A(s’0)—l)ds}
geR g(tj-1) 0
=(tj —tj—1)su {9 / BA :0) 4 2V },
J J Qeﬂg g(tj—l) ( (] 1 ) )

where t;‘_l € [tj_1,t;] is independent of # and t}‘fl €[0,t; —t;—1] may depend on 6.

It is easy to see that for any given positive g € AC1[0, T, g(t( )), is uniformly bounded in j.

To see this, notice that g is positive and continuous so inf0<,<T g(t) > 0, and since g is absolutely
continuous, g’ exists almost surely and we can assume that g’ exist for any t* And we can also
see that A(t** 13 0) is uniformly bounded in j. Therefore, there exists some constant K that may
depend on the given g, such that, uniformly in j,

gt )
gtj—1)
gy

= sup {9 il
o<k |l &tji—1)

sup{@ - (- ﬂA(] 1:6) +e aA(E s )_1)}

feR

A o) e )

Therefore,

g/(ldffl) A *k -9
sup6— BA(1 15 0) + A }
Geﬂg{ gtj—1) - (] 136) )

g
Sup{ g(tj-1) (=p0+e )

0eR
<sup sup [(=BA@:0)+e* D —1) — (—po + ¥ — 1)| - 0,

|O|<K O0<t<tj—t;j_1
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as t; —tj_1 — 0. Hence, we conclude that

e—~>0n—00

1
lim lim —logIF’( Z, € B:(g), O<t<T>

T /
=—f g(t)sup{Gg((t) —(—BO+ e — 1)}dt
0

oerl &)

T
=— sup /{e(t)g/(t)—(—ﬁe(t)+e“9<’)—1)g(z)}dt
0

0(1):0<t<T

Together with the superexponential estimates (4.11) and (4.12), we have proved that,
IE”({%Z,, 0 <t <T} e ") satisfies a large deviation principle with the rate function

T
Iz(g)= sup /O{eu)g’(r)—(—/39(r)+e“9“>—1)g(r>}dr

0(1):0<t<T

if g € AC1[0, T']. Note that the maximization problem

sgp{xg’ —(=Bx+e** —1)g}

has its maximum achieved at x = L log( g ) provided that g’ > —Bg. Otherwise, the maxi-
mum is +00. Therefore, we conclude that

T ! / /
17(2) :f Beg(1) +¢'(1) 1Og(ﬁg(t) +g (t)) 3 <ﬂg(t) +8'() _g(t)> dt
0 o ag(r) o

for any g € AC1[0, T] and g’ > —Bg and I7(g) = +00 otherwise.
Step 4. Finally let us show that the rate function /7(g) is good. That is, we need to show that
for any fixed m > 0, the level set

Ky :={g e ACi[0,T]: I7(g) <m} (4.18)
is compact.
Since Z; > Zge P!, we have g(t) > g(0)e P! = e~P" for any t. Therefore, for any g € K,,,,
T (B8 +8' ()
e—ﬂT/ A*<7) dt <m, (4.19)
0 ag(r)

where A*(x) :=xlogx — x + 1 is strictly convex and non-negative. Thus, for any g € K,,,

T /
f A*(é 418 m) dt <mePT. (4.20)
0 a o gt
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Let us define f(r) = gt + élogg(t). Then f(0) =0 and f/'(r) = ﬁ +1 g((’) From the proof
that the rate function for Mogulskii’s theorem is good, see, for example page 183 in Dembo and
Zeitouni [9], it follows that the set

{feACo[O T]: / (') t<me°‘T} 4.21)

is a bounded set of equicontinuous functions. Since g(t) = T O=P it follows that the set K,
is a bounded set of equicontinuous functions. By Arzela—Ascoli theorem, the set K, is compact.
Hence, 17(g) is a good rate function. The proof is complete. O

Proof of Theorem 2. We apply Theorem 1 and the contraction principle. One then readily ob-
tains from (2.6) that IP’({%N,, 0 <t < T} e ") satisfies a large deviation principle with the good
rate function

In(h) = . inf I7(g). (4.22)
h(n)=8D=1 L B [ o (5)ds,0<t<T

Observe that differentiating the integral equation i (t) = g(tg‘—_l + g fé g(s)ds, we get

/ L, P
R(t) = —g' (1) + —g (),
o o

which is a first-order linear ODE for g(¢) with initial condition g(0) = 1. Thus, we can solve this
ODE and get

t
gy =e P 4 e_ﬁ’/ ael h' (s) ds.
0
Hence, we infer from (4.22) and the expression of Iz(g) in (2.1) that

h' (1)
g()

T /
:/ h’(t)log( h (tt) )
0 e Pt =Pt [ aePsh'(s)ds

t
- <h’(t) —e PP / aeﬁfh’(s)ds) dt.
0

Using this sample path large deviations result and applying the contraction principle, we can also
obtain that, P(N7/n € -) satisfies a scalar large deviation principle on R™ with the good rate
function

IN(h)=/O 1 (t) log — (W) — g()) dt

Hx:;T)= inf Iy(h). (4.23)
h:h(T)=x
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Next, we prove that the rate function H in (4.23) can be equivalently given by (2.9). Recall
the moment generating function of N; in (4.6),

E[e"N1|Zo = n] =exp{ <C<t; g) - g)n + D(t; g)}

0 0 . 0 0 0
C’(t; —):—ﬁC(r;—)—i—e“C(l’z)—l—}-'B—, C(O; —):—.
o o o o o

Let us first consider the critical and super-critical case, that is, « > 8. When we have o > §,
for any C > 0 and 8 > 0, —8C + ¢ — 14 i—e > 0 and thus C(¢; g) is increasing in 7. It

where

is clear that for any 6 > 0, f o % < 00. On the other hand, it is easy to see that
« —BCHeeC 1452
fooo % = 00. Therefore, for any fixed T > 0, there exists a unique positive value 6,(T)
such that
o dcC
/M hCt e 14 BoT) = T. (4.24)
o o

Hence, we conclude that for any fixed T > 0, for any 0 < 6 < 6,4(T), C(T; g) is the unique
positive value greater than g, that satisfies the equation:

T dC
=T (4.25)
8 —BC+e*C —1+E2

The case for 6 < 0 is similar. Also, it is easy to see that for 6 < 6,(T), C(¢; g) is continuous and

finite in ¢, and
0 r .
D(T; —) =M/ (e*CED — 1) dr
o 0

is finite. Therefore, for 6 < 6,(T),

n—oon

1 0 0
lim —logE[e"N] = C(T; —> - —.
o o
When 6 > 6,(T), this limit is co. By differentiating the equation (4.25) with respect to 9, we get

1 B [OTD dc

0 _ Bo
=1 alo (—BC +e*C — 1+ £2y2

(4.26)
—0.

1 d 0
+ 5 5 —C(T; )
—ﬂC(T;g)—i-e“C(T‘E)—l—i-%d@ a
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It is clear from the equation (4.24) and (4.25) that as & — 6,(T), we have C(T; g) — 00. There-
fore, from (4.26), we get

I T;Q =(-C T;Q perc@i _q 4 PO
00 o o o

( L /C(T?g) dc )
X s — 00,
=1 als (—pCHeC -1+

as 0 — 64(T). Hence, we verified the essential smoothness condition. By Gértner—Ellis theorem,
we get the desired result. The proof for the sub-critical case is similar and is omitted here. (I
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Supplementary Material

Supplement to “Large deviations and applications for Markovian Hawkes processes with a
large initial intensity”” (DOI: 10.3150/17-BEJ948SUPP; .pdf). We provide proofs for additional
results in the paper in the supplemental article [14].
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