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1. Introduction

Statistical tests for the presence of changes in the structure of time series are
of great importance in a wide range of scientific discussions, e.g. regarding eco-
nomic, technological and climate data. Many procedures for detecting changes
and for estimating change-points have been proposed in the literature; see e.g.
Csorgd and Horvath (1997) for a detailed exposition. In the case of independent
data, the theory is quite satisfactory. For various types of change-point models,
statistical procedures have been proposed and their properties investigated. In
contrast, the situation is different for dependent data, such as encountered in
time series models. For dependent data, most research has focused on linear
procedures, such as cumulative sum (CUSUM) tests, and there are many open
problems when it comes to other types of test procedures, e.g. those used in
robust statistics.

In the present paper, we study the change-point problem for Gaussian sub-
ordinated long-range dependent data. Specifically, we will test the hypothesis
that the process is stationary against the alternative that there is a change in
the mean. The classical test statistic for this problem is the CUSUM statistic,

k
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=1

k n
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When the test statistic is large, one infers that there is a change in the mean.
The CUSUM test has good properties when the underlying process is Gaussian.
The asymptotic distribution of the CUSUM test in the presence of long-range
dependent data has been investigated by Horvath and Kokoszka (1997). Ben
Hariz and Wylie (2005) have studied the rate of convergence of a change-point
estimator based on the CUSUM test.

However, the CUSUM test is not robust against possible outliers in the data,
because the sum Zle X, can change drastically when there are outliers. Re-
cently, Dehling, Rooch and Tagqu (2013) have proposed a robust alternative
to the CUSUM test, which is based on the Wilcoxon two-sample rank statistic.
The corresponding “Wilcoxon change-point test” uses the test statistic

k n
1
1<ken—1 Z Z (1{Xi<Xj}_§> : (1.2)

i=1 j=k+1

One rejects the null hypothesis when this test statistic is large. Motivation for
the centering constant 1/2 is provided in Remark 3.2.

Rank tests for change-point problems have been studied earlier by Antoch et
al. (2008), in the presence of i.i.d. data, and by Wang (2008) for linear processes.
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Ben Hariz, Wylie and Zhang (2007) have studied optimal rates of convergence
for a wide class of nonparametric change-point estimators.

In their paper, Dehling, Rooch and Taqqu (2013) investigated the asymptotic
distribution of the Wilcoxon change-point test under the null hypothesis of no
change, in the presence of long-range dependence. Moreover, they performed a
simulation study to compare the finite sample performance and the power of
the CUSUM test based on (1.1) and the Wilcoxon change-point test based on
(1.2).1

In the present paper, we study the power of the CUSUM test and the
Wilcoxon change-point test for a shift in the mean of a long-range dependent
process. We will calculate the power under local alternatives, where the height
of the shift decreases with the sample size n in such a way that the tests have
non-trivial limit power as n — oo. These results enable us to compute the
asymptotic relative efficiency (ARE) of the CUSUM and the Wilcoxon change-
point tests, which is defined as the limit of the ratio of the sample sizes required
to obtain a given power. We obtain the surprising result that the ARE of these
two tests equals 1 in the case of long-range dependent Gaussian data. This is in
contrast with the case of i.i.d. and short-range dependent data, where the ARE
of the Wilcoxon change-point test with respect to the CUSUM test is 3/7. In
the context of M-estimation of a location parameter, a similar phenomenon has
been observed by Beran (1991); see also Beran (1994), Corollary 8.1.

We consider a model where the observations are generated by a stochastic
process (X;);>1 of the type

where (¢;);>1 is a long-range dependent stationary process with mean zero, finite
variance and where (p;);>1 are the unknown means. We focus on the case when
(ei)i>1 is an instantaneous functional of a stationary Gaussian process (&;);>1
with non-summable covariances, i.e.

e =G(&), i>1.

We assume that (£;);>1 is a long-range dependent (LRD), mean-zero Gaussian
process with variance E(£2) = 1 and autocovariance function

p(k) =k PL(k), k>1, (1.4)

where 0 < D < 1, and where L(k) is a slowly varying function. Moreover,
G : R — R is a measurable function satisfying E(G(§;)) = 0.
Based on observations Xy, ..., X,, we wish to test the hypothesis

H:p=...=py
that there is no change in the means of the data against the alternative
A:py=...=pug # tgs1 = ... = fin, for some k € {1,...,n—1}.  (1L.5)
We shall refer to this test problem as (H, A).

IDehling et al. (2013) called the CUSUM test, the “difference of means test”, and called
the Wilcoxon change-point test, the “Wilcoxon-type” test.
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Dehling, Rooch and Taqqu (2013) have studied two tests for this change-point
problem, namely the CUSUM test which uses the test statistic

k n
g2 2 (-
=1 j=k+1
and the Wilcoxon change-point test which is based on the test statistic

Z Z < (Xi<X,} — %) ’ (1.7)

i=1 j=k+1

1
nd, 1<k:<n

n -

(1.6)

W, =

1<k<n 1

Here d2 = Var(}_._ | Hin(&;)), where H,, is the m-th order Hermite polynomial,
and where m is the Hermite rank of G, respectively of the class of functions
1{G(¢)<xy; see below for details. Observe that the normalization d,,, which will
be specified below, is the same for both tests. These tests are similar in spirit.
They compare the first part of the sample to the second part. The Wilcoxon
change-point test (1.7) involves the rank of the data whereas the CUSUM test
(1.6) involves their values. One rejects the null hypothesis of no change when
these test statistics are large.

Dehling, Rooch and Taqqu (2013) investigated the asymptotic distribution of
these test statistics under the null hypothesis H of no change in the means. In
addition, they calculated the power of these tests numerically via a Monte-Carlo
simulation. In this paper, we will compute the power of the above test statis-
tics under a local alternative. More specifically, we shall consider the following
sequence of alternatives

R A7 fori=1,...,[n7]
A, (n): m—{ bt hy fori—[nT] 41,0, (1.8)

where 0 < 7 < 1. Observe that the mean shift h,, depends on the sample size n.

2. Power of the CUSUM test under local alternatives

We will first investigate the asymptotic distribution of the process

To do so, we consider the Hermite expansion of G(&;), namely

Gl&) =D tH

where H, is the ¢-th order Hermite polynomial, and where

ag = E(H,(O)G(O)); (2.2)
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We define the Hermite rank of the function G as
m =min{qg > 1 : a4 # 0},

and introduce the normalization constants
n
d? = Var < > Hm(fi)) :
j=1

We suppose 0 < D < 1/m, in which case
d% ~ Ky n® P L™ (n), (2.3)

where k., = 2(m!)/(1 — Dm)(2 — Dm). Here we use the symbol a,, ~ b, to
denote a,, /b, — 1 as n — 0.

Under the null hypothesis H of no mean shift, we get that the process
(Dn(N))o<a<1 in (2.1) converges in distribution, in the space DI0, 1], towards
the process

%(AZm(l) = Zm(M)o<a<i;

see Dehling, Rooch and Taqqu (2013), proof of Theorem 3. Here, (Z,,(A\))a>0
denotes the m-th order Hermite process with Hurst parameter H = 1—Dm/2 €
(1/2,1). It is Gaussian (namely fractional Brownian motion) when m = 1, but it
is non-Gaussian when m > 2. For various representations of the Hermite process
(Zm (X)) x>0, see Pipiras and Taqqu (2010).

In view of (1.3), under the alternative A in (1.5), we need to consider

[nA] [nA]
b, (24)

i=1 j= n)\]+1 i=1 j= [n)\]+1

Observe that the statistic D,,(A) presumes that the jump occurs at time [nA]+1,
whereas the local alternative A, (n) involves a jump at [n7] + 1. There will
therefore be an interplay between A and 7. In fact, under the local alternative
A p, (n)in (1.8), we get

1 [nA] n o (A\nl(n — Imn for N\ <7
nd, Z 4 Z (g = i) = { "l E” }_( [)\n]g[w]j for A > 7. (25)

ndny

We introduce the function ¢, : [0,1] — R by

sw={ 457 g7 =

which takes its maximum value 7(1 — 7) at A = 7; see Figure 1. Note that for
large n, we get using (2.5),
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ér(N)
7(1—17)

T 1 A
Fic 1. Graph of the function ¢-; see (2.6).

Thus, in order for the second term in (2.4) to converge as n — oo, we have to
choose the mean shift h, ~ cd,/n. When n is large, this is exactly the order
of the mean shift that can be detected with a nontrivial power, that is with a
power which is neither 0 nor 1.

Theorem 2.1. Let (§;);>1 be a stationary Gaussian process with mean zero,
variance 1 and autocovariance function as in (1.4) with 0 < D < 1/m. More-
over, let G : R — R be a measurable function satisfying EG?(£) < oo and define
X = pi + G(&;). Then under the local alternative A, p,, (n) in (1.8) with

B ~ e, 2.7
S (2.7

for an arbitrary constant ¢, the process (Dpn(N))o<a<i1 in (2.4) converges in
distribution, in the space D[0,1] to the process

(22 (AZin(1) = ZuOW) +e6:(0) (2:8)

m! 0<A<1

where (Z, (X)) x>0 denotes the m-th order Hermite process with Hurst parameter
H=1-Dm/2 € (1/2,1), where an, is given by (2.2) and ¢.(\) by (2.6).

Proof. We use the decomposition (2.4). The first term on the right hand side
has the same distribution as D,,(\) under the hypothesis, and thus converges
in distribution to % (AZ,, (1) — Z,»())). Regarding the second term, we observe
that by (2.7) and (2 5) we get

nA] n
Z Z sAnj(n—[rn]) for A<T
- it S(n—[An])[tn] for A>T
— cor(N),
uniformly in A € [0, 1], as n — oco. O

Remark 2.2.
(i) Observe that for ¢ = 0 we recover the limit distribution under the null hy-
pothesis. Thus, Theorem 2.1 is a generalization of the results obtained previously
under the null hypothesis. The limit process is a fractional bridge process. When
m = 1, this process is a fractional Gaussian bridge. For m > 1, the process is
non-Gaussian.
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(ii) Under the local alternative, i.e. when ¢ # 0, the limit process is the sum of
a fractional bridge process and the deterministic function c ¢,.

As an application of the continuous mapping theorem, we obtain the following
corollary.

Corollary 2.3. Under the local alternative Ay, (n) with h, ~ %c, D, as
defined in (1.6) converges in distribution to

sup | (A Zin(1) = Zin(A)) + ¢ 6-(N)] - (2.9)
0<A<1 M

Remark 2.4.
(i) The limit distribution (2.9) depends on the constant c. For ¢ = 0, we obtain
the limit distribution under the null hypthesis. Quantiles of this limit distri-
bution were calculated numerically via a Monte-Carlo simulation by Dehling,
Rooch and Taqqu (2013), Table 1. Increasing the value of |c| leads to a shift of
the distribution to the right. If ¢ = oo, that is, if h,, tends slower to zero than
uc for any ¢ > 0, then the correct normalization for D,,()\) should go to oo at
a higher rate which would kill the random part (AZ,,,(1) — Z,,(\)) in (2.8), and
hence the mean shift could be detected precisely. The power of the asymptotic
test would be equal to 1 in this case.

(ii) For a given 7 € [0, 1], the function ¢, (\) takes its maximum value in A = 7,
and this maximum value equals 7(1 — 7). Thus, for values of 7 close to 0 and
close to 1, 7(1 — 7) is close to 0, and thus the effect of adding the term c¢, ()
is rather small. As a result, the power of the test is small at mean shifts that
occur very early or very late in the process.

(iii) The higher the mean shift, the easier it is to detect.

(iv) If the observations are short-range dependent, one can typically detect mean
shifts h,, of height \/n/n = 1/4/n, but here, because of long-range dependence,

cnl—D-m/QL(n) _

the mean shifts that can be detected are of larger order d;" ~ —~

en~Pm™/2[(n); note that Dm < 1.

We will now apply Corollary 2.3 in order to make power calculations for the
change-point test that rejects for large values of D,,. Under the null hypothesis
of no mean shift,

|am|

Dp-s sup N NZ (1) = Zin(V)].
o<a<1 m!

If we denote by g, the upper a-quantile of the distribution of supy<y<; [AZm (1) —
Zm(N)|, we obtain

lim Py (D, > Mqa =P sup M\)\Zm(l) —Zm(N)| > Mqa = q,
n—00 m' 0<A<1 m' m!
where Pp indicates the probability under the null hypothesis H. Thus, the test
that rejects the null hypothesis H when D,, > %qa has asymptotic level a. If
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hy, is chosen as in (2.7), we obtain under the local alternative A 5, (n)

: | @]
nh_)rrgo Pa,_, ) (Dn > T:; da (2.10)
—P( sip | (AZon(1) = Zin(N) + 6 (A)‘>M )
OS/\I;I m! T " i =t de )

Thus, for large n, the power of our test at the alternative A, j, (n) is approxi-
mately given by the right-hand side of (2.10).

We may also apply Corollary 2.3 in order to determine the size of a mean
shift at time [7n] that can be detected with a given power . First, we calculate
¢ = ¢(a, ) such that

Ay, |am| _
P e |25020(0) = Zo) + o] > B2la ) = 5.

Thus, by (2.10), we get that the asymptotic power of the test at the alternative
A:p, (n) is equal to 8. Thus, given a sample size n, we can detect a mean shift
of height h,, = %” (o, B) at time [rn] with power 8 with a level « test based on
the test statistic D,,. Note that the above calculations are of limited practical
value when m > 2, as the quantiles of the process AZ,, (1) — Z,,,(\) are not easily

calculated.

3. Power of the Wilcoxon change-point test under local alternatives

In the context of the Wilcoxon change-point test, the Hermite rank is not that
of the function G, but of the class of functions

1{G(§i)§x} — F(J?), T € R, (31)

where F(z) = E(1{g(,)<z}) = P(G(&) < x). We define the Hermite expansion
of the class of functions (3.1) as

— Jg()
Late)<ay — Fl@) =) qq.
=1

Hy (&),

where H, is again the g-th order Hermite polynomial and where the coefficients
are

Jo(x) = E (Hg(&) (e <a}) - (3.2)
We define the Hermite rank of the class of functions (3.1) as

m :=min{q > 1: J,(z) # 0 for some = € R}.

Theorem 3.1. Suppose that (§;)i>1 is a stationary Gaussian process with mean
zero, variance 1 and autocovariance function as in (1.4) with 0 < D < 1/m.
Moreover, let G : R — R be a measurable function, and assume that G(&) has
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continuous distribution function F(x). Let m denote the Hermite rank of the
class of functions (3.1), let d,, be as in (2.8), and let the mean shift h,, be as in
(2.7). Then, under the local alternative A, p, (n), defined in (1.8), if hy, — 0 as
n — oo, the process

(nan > (1{X <X ) . —¢r ()\)/R(F(:c—f—hn)—F(x))dF(x)>

1=1 j=[nA]+1

0<A<1
(3.3)
converges in distribution, in the space D|0, 1], towards the process

(W@m(x) - AZm(l))) : (3.4)

0<A<1

where (Z,, (X)) x>0 denotes the m-th order Hermite process with Hurst parameter
H=1-Dm/2 € (1/2,1) and where J,,(x) is defined as in (3.2).

Remark 3.2.
(i) The normalization d,, and the processes (Z,,(\))x>0 in Theorem 2.1 and
Theorem 3.1 are the same.

(ii) Note that it is possible that the Hermite ranks in Theorem 2.1 and The-
orem 3.1 are different. This is the case, e.g. when G(r) = H3z(z) = 2° — 3x.
Obviously, the Hermite rank of G is 3, while the Hermite rank of the class of
functions 1{g¢, <o} is 1. As a consequence, the CUSUM test converges at a
faster rate than the Wilcoxon test.

(iii) Since, by assumption, the distribution F(z) of G(&) is continuous, it fol-
lows from integration by parts that [, F(z)dF(x) = %. This explains the 1/2 in
(3.3) because [ F(x)dF(x) = E(1{x,<x:}), where X] is an independent copy
of Xi. The independence assumption is reasonable as the dependence between
X; and X; vanishes asymptotically when i — j| — oo.

(iv) As noted at the beginning of the proof, the first part of (3.3) converges to
(3.4) under the null hypothesis. We show in the proof that the second part of
(3.3) compensates for the presence of the local alternative A; ..

(v) We make no assumption about the exact order of the sequence (hy)p>1.
Theorem 3.1 holds under the very general assumption that h,, — 0, as n — oco.

(vi) If we choose (hy,)n,>1 as in (2.7), the centering constants in (3.3) converge,
provided some technical assumptions are satisfied. To see this, observe that

6 (M) / (F(z + hy) — F(z))dF(z)

nh /Fx—i—h) F(x)dF()

L chn /f VAP () = ¢ 6 (A /f

The convergence in the next to last step requires some justification — this holds,
e.g. if F' is differentiable with bounded derivative f(x).

n
dn
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Corollary 3.3. Suppose that (§;)i>1 is a stationary Gaussian process with mean
zero, variance 1 and autocovariance function as in (1.4) with 0 < D < 1/m.
Moreover, let G : R — R be a measurable function, and assume that G(&) has a
distribution function F(z) with bounded density f(x). Let m denote the Hermite
rank of the class of functions 1{g e, <2y — F(x), © € R. Then, under the local

alternative A, p,, , defined in (1.8), ;uith hy ~ cdy /n we obtain that

1
nd,

converges in distribution, in the space DI[0,1], to the process

(fR I (x)dF(x)

m!

n’

[nA] n

> Y (menay)

i=1 j=[nA]+1

(20(N) = A2 (1)) + 6 () [ f2(m)dx)

0<A<1

Proof of Theorem 3.1. In our proof, we will make use of the limit theorem that
was derived in Dehling, Rooch and Taqqu (2013) under the null hypothesis.
They showed (see Theorem 1) that

1
nd

[nA] n

1
> (1{G<&>§G<fj>} - §>>0<>\<1

"=l =l +1

2, (hirte

m!

(Zun() Azma))) ,

0<A<1

in the space DI0,1]. In order to make use of this result, we will decompose
the test statistic into a term whose distribution is the same both under the
null hypothesis as well as under the alternative, and a second term which, after
proper centering converges to zero. As in Dehling, Rooch and Taqqu (2013),
we will express the test statistic as a functional of the empirical distribution
function of the G(&;), namely

k
1
Fi(w) = + > Lc)<ay-

i=1

Given integers k,! with k < [ we denote by Fy ;(x) the empirical distribution
function based on G(&),...,G(&), i.e.

l
1
Fi(x) = T—hr1 > o)<t
i=k

Recall that under the local alternative, we have

v, = G&)+p fori=1,...,[n7]
Tl G&)+p+hy fori=[nt]4+1,...,n.
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Thus, we obtain for A < 7,

TL)\] n

Z Z Lixi<x;}

i=1 j=[nA]+1

[nA]  [nT] [nA] n
=Y Y Naetusce)im + 0 D NG i) tutha)
= 1] n)\]+1 i= 1] [n‘r]+1
[nA]  [nT] [nA] n
=Y Y lee<aen Y. Y. Hee)<oe)ih)
i=1 j=[nA]+1 =1 j=[n7]+1
n/\] n
=Y Y lee<oe)
i= 1] n)\]+1

+Z Z (Lraen<ate+hny — Licen<ae))
=1 j=[n7]+1

n)\] n [’I’L}\ n
=Y Y Hee<aen 2. Y. Lae)<ce)<oe) thay-
i=1 j=[nA]+1 i=1 j=[n7]+1

In the same way, we obtain for A > 7,

> 2 lxisxy
i=1 j=[nA]+1
[nT]
=X Z NG +u<ce)+uthn}
1=1 j=[nA]+1
+ Z Z LiG(e) +uthn<G(e;)+uthn}
i=[nT]4+1 j=[nA]+1
[nT] [nA] n
=3 Z Laezae)+ht T Do D, lae=oe)
i=1 j=[nA]+1 i=[n7]+1 j=[nA]+1
[nA] n

=Y. Y Lae<oe)

i=1 j=[nA]+1
]
+y Z (Liaen<aie)hay — Liae)<ae)y)
i=1 j=[nA]+1
A 7]

=Y > lLewe<cen D Z Lia(e;)<a(e)<ae;)+ha-

i=1 j=[nA]+1 i=1 j=[nA]+1
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Thus, in order to prove Theorem 3.1, it suffices to show that the following two

terms,

[n)\] n
1
su 1 3.5
ndy oS ;J [%:]H {G(E))<G(ENG(E) +hn} (3.5)
—n2A(1-7) / (F(x 4+ hy,)—F(x))dF(x)
R
[nT]
su 1 3.6
ndn s ) Z {G(E)<G(E)G(E) +hn} (3.6)

i=1 j=[nA]+1

Cn2r(1-)) /R (F(z + hy)— F(z))dF (x)

both converge to zero in probability. We first show this for (3.5). Observe that

[nA]

D

n

D Lew)<ae)<ate)hy — noAL = T)/ (F(z+ hn) — F(x)) dF(2)

R

=1 j=[n7]4+1

n

=N Y (Fun(G&) + ha) — Fun(G(E)))

j=lnrl+1

Cn2A(1— 1) /]R (F(z+ hn) — F(2)) dF(z)

= [n\](n—[n7)) / (Foong(@ + o) — Foon () dFurj1.m ()

Cn2A(1 — 1) /R (F(z + hn) — F(x)) dF(z)

= [nA] (n[m])(/R(F[m] (@ + hn) = Fion)(2))dFlpry 41,0 (2)

- /R (Fla+ hn) — F(x))dF(x))
+([nA}(n — [nr]) — n2A(1 — 7)) /R(F(x +hy) — F(2)dF(z).

Note that |[nA](n—[n7])—n*A(1—7)| < nand | [ (F(z+h,)—F(z))dF(z)| < 1.

Thus

1

nd,

([nA)(n — [n7]) = n2A(1 = 7)) /(F(x +ha) = F@)dF(@) < 7 =0,
R n

as n — 0o. Hence, in order to show that (3.5) converges to zero in probability,
it suffices to show that
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1

nd,

mA(n — [n7]) ( /R (Fous) (@ + ') — Fiony(2))dFpr 1.0 () 3.7)
_ / (F(z + hy) — F(x))dF(:c))
R

converges to zero, in probability, uniformly in A € [0, 1]. In order to prove this,
we rewrite the difference of the integrals in (3.7) as

| B+ o) = Fo(@)) dPasys1.0(0) = [ (Pla+ o) = F(@) aF (@)
= /R (Fix (@ + b)) — Fion () — (F(z 4 hy) — F(2)) dFjpry41,0(2)
+ [ (Pt h) = F@) APy = @)
= [ B+ o) = P () = (F@ + ha) = P(@) i 10(a)
~ [ (Forri(e) = Fl@)) d(F(a -+ h) = Fla),
where we have used integration by parts in the final step. Thus, in order to prove

that (3.7) converges to zero, in probability, uniformly in A € [0, 1], it suffices to
show that

ni
s (B2 (s ) = o o) (3.5)
—(F(z + hn) — F(x)))dF[m]H,n(x) i)
021;21 (n;—im—]) /R (Finr)41,0(@) — F(z)) d(F(z + hy) — F(2)) 0. (3.9

In order to prove (3.8) and (3.9), we now apply the empirical process non-central
limit theorem of Dehling and Taqqu (1989) which states that

_ D
(dnl[n/\](F[nA] (x) - F(x)))we[foo,oo],)\e[o,l] H(J(x)Z(/\))xe[—oo,oo],/\E[0,1]a

where

Zm(A)

By the Dudley-Wichura version of the Skorohod representation theorem (see
Shorack and Wellner (1986), Theorem 2.3.4) we may assume without loss of
generality that convergence holds almost surely with respect to the supremum
norm on the function space D([0, 1] x [—o0, c0]), i.e.

sup  |dy t[nA](Finx(z) — F(x)) — J(2)Z ()| 2%, (3.10)
A€[0,1],z€R



Power of change-point tests for LRD data 2181

Note that by definition, for any A < 7

(7] =[nAD) (Flaj 1,071 (2) = F(2)) = [07] (Fnr) (2) = F (2)) = [nA](Flpx) (2) = F(2)).
Hence, we may deduce from (3.10) the following limit theorem for the empirical
distribution of the observations X411, -, X[nr),
_ a.s,
sup |dy ([n7] = [nA) (Fluag o) () = F(2)) = J(@)(Z(1) = Z(N)| == 0.
0<A<T,2€R

As a special case, for 7 = 1, we obtain
sup [ (0 — A) (Fianjs1. — F(@) — J()(Z(1) — Z0))] 2550,
0<A<1,z€R
(3.11)

Now we return to (3.8) and write

[ A (Pl &+ ) = Fra@) = (P + o) = F(@))) dFlory1.0(2)

<| [0+ ) = 1) Z0) APy 1.0(0)
+ s i AN (Frarg (2 4 i) — Foung (2)) — (F(a + hw) — F(x))
et ) = T2
<| [0+ ha) = J@)dPurys1.0(0) s 1Z0)
b s ] (o + ) = Foy (&) = (Pl + ha) = F(z))
(I + h) — J(m))Z(A)‘. (3.12)

The second term on the right-hand side converges to zero by (3.10). Concerning
the first term, note that

J(z) :/Rl{G(y)Sa:}Hm(y)d)(y)dy: —Al{xgc(y)}Hm(y)¢(y)dya (3.13)

where ¢(y) = \/%e’?f/ 2 denotes the standard normal density function. For
the second identity, we have used the fact that G(&), by assumption, has a
continuous distribution, and that [, Hp,(y)¢(y)dy = 0, for m > 1. Using (3.13)

we thus obtain

/RJ(I)dF[nT]—i-l,n(x) = 7/R/R1{$§G(y)}Hm(y)¢(y)dde[nT]+l,n(gj)

/R/R1{wgc:(y)}dF[m]+1,n(w)Hm(y)cb(y)dy

— /R Fhurys1.0(G(0)) Hon (1)), (3.14)
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and, using analogous arguments,

/ J(@ + ho)dFry 10 (1) = — / Frnrto1n(G() — o) Hon (1) $(y)dy.  (3.15)
R R

By the Glivenko-Cantelli theorem, applied to the stationary, ergodic process
(G(&))i>1, we get sup,cp |[Fn(x) — F(z)| — 0, almost surely. Since

n [nT]

F = F, - Finr ’
[TlT]+1,n<x) n— [nt] () n — [nt] [ ](.13)
we get that
sup | Finr)1,0(2) = F()] 25 0. (3.16)
kS

Returning to the first term on the right-hand side of (3.12), we obtain, using
(3.14) and (3.15),

/R (J(@+ hn) = I (1)) dFprys1.n(2)

= ’/R (Finr+1,0(G(W) = hn) = Fiur41,0(G(Y))) Him (y)d(y)dy
< / [F(G(y) — hn) — F(GW))| | Hom ()] 6(v)dy

4250 | Pury1.0(0) = P(&)]| [ 1Hn )] 60}

Both terms on the right-hand-side converge to zero; the second one by (3.16),
the first one by continuity of F, the fact that h,, — 0, and Lebesgue’s domi-
nated convergence theorem. In both cases, we have made use of the fact that
[ |Hm(y)|¢(y)dy < co. Thus we have finally established (3.8). In order to prove
(3.9), we observe that

- (n= [or) / (Fari1n() — F(2)) d(F(x + hn) — F(2))

<| [ @) - 20par e+ ) - )
R
50 | 0= 7] (B n(0) = F(0) = 2)2(0) - 200)

<

/R J@)d(F(z + hn) - F(z))

1Z(7) = Z(1)]

+ sup

z€R | Un

(0= 107 (Flarpe ()~ Fl@) = J@)(2(0) - 2(0).

The second term on the right-hand side converges to zero, by (3.11). Concerning
the first term, note that

/R J@)d(F( + hn) — F(2)) = E (J(G(€) — hn) — J(G(€)))
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Applying Lebesgue’s dominated convergence theorem and making use of the
fact that, by assumption, .J is continuous, we obtain that [, J(z)d(F (x + hy,) —
F(z)) — 0. In this way, we have finally proved that (3.5) converges to zero,
in probability. By similar arguments, we can prove this for (3.6), which finally
ends the proof of Theorem 3.1. O

4. ARE of the Wilcoxon change-point test and the CUSUM test for
LRD data

In this section, we calculate the asymptotic relative efficiency (ARE) of the
Wilcoxon change-point test with respect to the CUSUM test. To do so, we
calculate the number of observations needed to detect a small mean shift h
at time [Tn] with a test of given level a and given power [, both for the
Wilcoxon change-point test and the CUSUM test, and denote these numbers
by nw and n¢, respectively. We then define the asymptotic relative efficiency
of the Wilcoxon change-point test Ty with respect to the CUSUM test T by
nc

ARE(Tw,Tc) = lim — (4.1)
h—0 nW

It will turn out that the limit (4.1) exists and that the asymptotic relative
efficiency does not depend on the choice of 7, c, 8. If this limit is larger than
1, then the CUSUM test requires a larger sample size to detect the mean shift,
and hence the Wilcoxon change-point test is (asymptotically) more efficient.
In the remaining part of this section, we will focus on the case when m =1
both for the CUSUM as well as the Wilcoxon change-point test, i.e. when the
Hermite rank of G(§1) and of the class of functions 1ig(¢, )<z — F(),7 € R,
are both equal to 1. This is the case, for example, when G is a strictly monotone

function. In this case
1

/RJ1(95)dF(JC) = NS

see Relation (20) in Dehling, Rooch and Taqqu (2013), showing that the Hermite
rank of the class of functions 1¢g(¢, )<z} — F(2), 2 € R equals 1. Focusing now
on G(£1) and using integration by parts, we get that the first order Hermite
coefficient a; of G equals

a1 = E(G(&)&) /G Yo (z /G d:v—/gb )dG (z

where ¢(x) = \/%e_ﬁ/ 2 denotes the standard normal density function. Thus,

the Hermite rank of G(&;) equals 1, as well.

In this case, i.e. when m = 1, the Hermite process arising as limit in The-
orem 2.1, Theorem 3.1 as well as in Corollary 3.3 is fractional Brownian mo-
tion (Bm(A))o<a<1. Note that fractional Brownian motion is symmetric, i.e.
(=Bm(N))o<a<1 has the same distribution as (Bp(A))o<a<i- Thus the limit
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processes in Theorem 2.1 and Corollary 3.3 can also be written as

(|a1|<BH<A> AB(1) + cmm) ,

0<A<1

and

(| [ 1@ar@|a) - rsu) + o) [ o)
R R 0<A<1
respectively.

As preparation, we first calculate a quantity that is related to the asymptotic
relative efficiency, namely the ratio of the heights of mean shifts that can be
detected by the two tests, based on the same number of observations n, again for
given values of 7, a, 5. We denote the corresponding mean shifts by hy (n) and
hc(n), respectively, assuming that these numbers depend on n in the following
way:

hW (’I’L) = Cw % (42)
dn
he(n) = cc o (4.3)

where cy and c¢ are given constants. In order to simplify the following consid-
erations, we take a one-sided change-point test, thus rejecting the hypothesis of
no change-point for large values of

k n
1§%12§_1Z > (X - X))

i=1 j=k+1
or
k n
max g E 1. )
1<k<n—1 (X=X}
== i=1 j=k+1

respectively. These are the appropriate tests when testing against the alternative
of a non-negative mean shift. In order to obtain tests that have asymptotically
level o, the CUSUM test and the Wilcoxon change-point test reject the null-
hypothesis when

k n
1
ndyar| Xj = Xi) 2 G 4.4
ndy |ai] 151?235—1 ;j;l( J ) >q ( )
1 k n 1
no Lixo<x) — —) > Ga, (45
ndy, | f]R Jl(I)dF(gj)‘ k=1,...,n—1 ;j:%;l ( {Xi<X;} 9 q ( )

where ¢, denotes the upper a quantile of the distribution of supy«y<1(Bu(A) —
ABg(1)). This follows from Theorem 2.1 and Corollary 3.3 after applying the
continuous mapping theorem. The constants a; and the functions Ji(x) are
defined in (2.2) and (3.2), respectively, and have just been computed. Under
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the local alternative A. . (n), the asymptotic distribution of the test statistic
in (4.4) is given by

co .
0;11;)1 <BH()‘) — ABu(1) + H@(A)),

see Theorem 2.1. Under the local alternative A ., (n), the asymptotic distribu-
tion of the test statistic in (4.5) is given by

cw fRf (z)dx
su Byg(\) — ABg(1) + ———————0¢,(N) );
OS)\Ig)l( #() u(1) |fRJ1(x)dF(x)|¢ ( )>
see Corollary 3.3. Thus, the asymptotic power of the CUSUM test is given by
1 k n
i _ >
nh—>ngo Pacicwm (nd |a1| 1<ken— Z Z qa)
=1 j=k+1
- P( sup (Ba(N) ~ ABu(D) + - o,(1)) > qa> (4.6)
0<A<1 |as]

In the same way, we obtain the asymptotic power of the Wilcoxon change-point
test

. 1
nh~>ngo PAT’}LW(") (TL dn | fR Jl(x)d LU 1<k<n 1Z Z (1{X =X } N 7) - Q(x)

=1 j=k+1
cw fR f2
| )2 Jl(fﬂ)dF(iﬂ)l

Thus, if we want the two tests to have identical power, we have to choose c¢o
and ¢y in such a way that

- P<021;;§>1 (BH(/\) — By (1) +

") 24 ). @47

cc
|ax]

cw fR 2 (x)dx
| Jg Ji(x)dF (z)|

which again yields by (4.2) and (4.3),

hc(n) — co |a1| [ f2(x)dx

(b'r()\) = ¢T()\)7

hw(n) — cw | [z Ji(z)dF(z)|

This quantity gives the ratio of the height of a mean shift that can be detected
by a CUSUM test over the height that can be detected by a Wilcoxon change-
point test, when both tests are assumed to have the same level «, the same
power 3 and the shifts are taking place at the same time [n7]. In addition, we
assume that the tests are based on the same number of observations n, which
is supposed to be large.

Example 4.1. In the case of Gaussian data, i.e. when G(«E) = ¢, we have
m=1,a; = BE(&H1(&)) = B(&F) = 1, [ fA(x)de = [; 5-e e’ dlﬂ*ﬁand
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Jg J1(x)dF (z) = —ﬁ; see Dehling, Rooch and Taqqu (2013), Relation (20).

Thus we obtain
cc 1/2\/7_'( 1

w127
Hence, both tests can asymptotically, as n — oo, detect mean shifts of the same
height.

The mean shifts can be expressed in terms of

b(t) = P ( sup (Bir(N) = ABy(1) + £, (\)) > qa> ,

0<A<1

viewed as a function of ¢, for fixed values of 7 and a. The function 1 is mono-
tonically increasing. We define the generalized inverse,

¢~ (B) :=inf{t > 0:9(t) > B}
Thus, we get

P( 5w (Ba) - ABa() 6" (9)6r)) 2 ) 26, (48)
0<A<1

and, in fact, for given 7, @ and S, ¥~ (8) is the smallest number having this
property.

We can now apply Theorem 2.1 and Theorem 3.1. By comparing (4.6) and
(4.8), we can detect a mean shift of height h at time [n7] with a CUSUM test
of mean « and power § based on n observations, if ho(n) ~ %" cc, where co
satisfies €& = ¢~ (). Hence we obtain that hc(n) has to satisfy

la1]

ho(n) = o™ (8) = n P Lm)lan ™ (5).

Similarly, by comparing (4.7) and (4.8), we get for the Wilcoxon change-point
test that n has to satisfy

| Jp J1(z)dF ()|
Jg fP(x)dx

In the following theorem, we compute the asymptotic relative efficiency of
the Wilcoxon change point test with respect to the CUSUM test.

hw(n) =n~P/2L(n) ¥ (B).

Theorem 4.2. Let (§;);>1 be a stationary Gaussian process with mean zero,
variance 1 and autocovariance function as in (1.4). Moreover, let G : R —
R be a measurable function satisfying E(G?(&1)) < oo, and such that G(&;)
has a distribution function F(xz) with bounded density f(x). Assume that the
Hermite rank of G(&1) as well as the Hermite rank of the class of functions
(Lcen<ay — F(2)), x € R are equal to 1. Moreover assume that 0 < D < 1.

Then
|ay| [ f?(x)da >
| Jg J1(z)dF ()|

2/D

ARE(Tyw,Tc) = < , (4.9)
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where Te and Ty denote the CUSUM test and the Wilcoxon change-point test,
respectively.

Proof. For abbreviation, we define

o= (ki)
|a1] [ f?(x)dz
We will show that the Wilcoxon change-point test based on bn observations has

asymptotically the same power as the CUSUM test based on n observations.
We will consider the local alternative

2/D

n

AC = ATahC(n) = AT,C dn, <n)
for the CUSUM test, and the local alternative
A = Arhw ) = Ar b, , (1)

for the Wilcoxon change-point test. Note that under A}” the mean shift is the
same as under AS. Further observe that, by (2.3),

WY~ etduy = el 20/ DL )
_ b 1/2_1-D/271/2 D/2_1L1/2(n/b)
= cok''n L*(n)b T
_duypp ((Lln/0)\!?
n L(n)
~ ety (4.10)
n

where we have used the fact that L(n) is a slowly varying function.
For the CUSUM test, we can apply Corollary 2.3 and we obtain under the
local alternative AC, that

L D0y sup {(Bu(N) — ABu(1) + ——cér (V).
lai] 0<A<1 |a1|

For the Wilcoxon change-point test, we apply Corollary 3.3 with ¢ replaced
by ¢bP/2 in view of (4.10). We thus obtain under the local alternative A%

1
T h@dr@)
D Jo [ (z)dx )
B o { (B0~ AP () + [ e )|

= s a0 Az + e}

0<A<1 |a]
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by (4.10). Let ¢, denote the upper a-quantile of the distribution of

sup {Br(A\) — ABg(1)}.
0<A<1

1
la1]
IAGIEO] Jl(;) dF(x)‘Wn > qq, respectively, have asymptotically level a. The power

R

Then the tests that reject the null hypothesis when D,, > g, or when

of these tests at the local alternatives AS and A}, respectively, converges to

P ( up {(BHm B (1) + ic@m} > qa) |

0<A<1 |a]

Note that this also holds for the power along any other sequence, such as bn.
Since the mean shift at the local alternative AS equals the mean shift at the local
alternative A" we have shown that the Wilcoxon change-point test requires
bn observations to yield the same performance as the CUSUM test with n
observations. Thus ARE(Tw,T¢) = 1/b, proving the theorem. O

5. ARE of the Wilcoxon change-point test and the CUSUM test for
IID data

We have shown in Example 4.1 that in the case of LRD data, the ARE of the
Wilcoxon change-point test and the CUSUM test is 1 for Gaussian data. In this
section, we will compare this surprising result with the case of i.i.d. Gaussian
data. We will find that in this case, the ARE is 3/7, i.e. the Wilcoxon change-
point test is less efficient than the CUSUM test.

In this section, we consider the model (1.3) with i.i.d. Gaussian noise (€;);>1.
Thus, the data are given by X; = u; + ¢;, ¢ > 1. We consider the U-statistic

k n
Up=>_ > h(X;,X;)
i=1 j=k+1

As kernel we will choose h¢(z,y) = y—x and hw (2,y) = 1{z<y} —1/2, in other
words we consider

k n k n
C
U =33 hel(Xi, X)) = > (X - X)),
i=1 j=k+1 i=1 j=k+1
k n k n 1
w
i=1 j=k+1 i=1 j=k+1

Both kernels he, hy are antisymmetric, i.e. they satisfy h(x,y) = —h(y, z), so

in order to determine the limit behaviour of U ]ic) and U, ,EW), we can apply the
limit theorems of Csérgé and Horvéath (1988).
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Theorem 5.1. We consider the model (1.3) with i.i.d. Gaussian noise €; ~
N(0,1). Under the null hypothesis of no change in the mean, one has

and

1
sup | ———U) = Ban(V)| = 0p(1),

0<A<1 | ,3/2 (An]
i KLY/ )

where (B; n(A))o<a<1, © = 1,2, is a sequence of Brownian bridges with mean
E[B; »n(N\)] =0 and auto-covariance E[B; ,(s)B;n(t)] = min(s,t) — st.

Proof. By Theorem 4.1 of Csérgd and Horvath (1988), it holds under the null
hypothesis H that

sup
0<A<1

1
;372;CﬁAn]—an(A)’=:0P(1%

where (By,(A))o<a<1 is a sequence of Brownian bridges like By ,, and Bs, above
and where 02 = E[h?(X;)] with h(t) = E[h(t, X1)]. The kernel h has to fulfill
E[h?(X1, X32)] < oo which is the case for ho(x,y) = y — z and hy (x,y) =
liz<y} — 1/2 and Gaussian Xj. O

Theorem 5.2. We consider the model (1.3) with i.i.d. Gaussian noise €; ~
N(0,1). Under the local alternative A, p, (n) and with hy, \/—c where ¢ is a
constant, one has

1 D
<TL3/2 U[()\C;L)]) — (Bl()‘) + C(ZST()\))OSASl 5 (51)
0<A<1

and

1 D c
— ] e —ew] . 62
" 12 0<A<1 V1 0<A<1
in the space DI0, 1], where (B;(\))o<a<1 i a Brownian bridge, i =1, 2.

Proof. First, we prove (5.1). Like for the case of LRD observations, we decom-
pose the statistic, so that we obtain under the local alternative A, j,, (n)

)\n] n [An n

1
n3—/ /\n] n3/2z Z /22 Z

i=1j= An]+1 i=1j= [An]+1

By Theorem 5.1, the first term on the right-hand side converges to a Brownian
bridge B(A). For the second term we have like in the proof for LRD observations

[An] n

R SID SR TR RN

i=1 j= [An]—i—l
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and in order for the right-hand side to converge, we have to choose

1
h, = —c. 5.3
= (53
Now let us prove (5.2). Again like for LRD observations, we decompose the
statistic into one term that converges like under the null hypothesis and one
term which converges to a constant. Under the local alternative A, j, (n) and
for the case A < 7, this decomposition is

1 [An] n [An]
n3/2 )\n] n3/2 Z Z (1{51<5J} ) TL3/2 Z Z 1{€]<€1<€J+h 3
i=1 j=[An]+1 i=1 j=[rn]+1

(5.4)
The first term converges uniformly to a Brownian Bridge, like under the null
hypothesis. We will show that, if the observations ¢; = G(§;) are i.i.d. with
c.d.f. F which has two bounded derivatives F/ = f and F”, the second term
converges uniformly to eA(1—7) [, f?(x) dz, which is c¢ (A fR f%(z) dx for the
case A < 7. In the case of standard normally distributed G(¢;), i.e. for F = & and
[ = ¢, this function is ¢(2v/7) " 1¢,()\). To this end, we consider the Hoeffding
decomposition for the sequence of kernels hy,(7,y) = l{yca<ytn,}:

hn((E, y) =0, + hl,n(x) + h?,n(y) + h3,n(xa y) (55)
Let X,Y ~ F be i.i.d. random variables. Then we define
0, :=Eh,(X,Y) = PY <X<Y +h,)

/]R< y+h Lar) o

/((y+h) F(y)) f(y) dy
n/Ferh F()

fy) dy

2

i /R 12(y) dy, (5.6)

where in the last step we have used that (F(y + hyn) — F(y))/hn — f(y) and
the dominated convergence theorem. Moreover, we define

hin(z) = Elhy(z,Y)] -0,
= Ellyyco<yihn,y] = On = F(x) = F(x — hy,) — 0,
hon(y) = Elhn(X,y)] —0n
= Ellyy<x<ytnn}] = 0o =F(y+hy) — F(y) — 0,
han(z,y) = hu(2,y) — hin(@) — hon(y) — On

= ly<a<yth,y — F(2) + F(x = hp) + 0, — F(y + hy) + F(y).
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We will now show that

[)\n] n
1
Sup 7 SN (hnle) + honles) + han(en )| =0, (5.7)

0<Asr i=1 j=[rn]+1
and from this it follows by the sequence of Hoeffding decompositions (5.5) that

[An]

sup n3/2 Z Z n(€i€5) — 0y) LO,

0sA<T i=1 j=[rn]+1

i.e. that the second term in (5.4) converges uniformly to

[An] n

Y Y b= Jim gl [, = X1 = re [ £2) da

i=1 j=[rn]+1

by (5.6) and (5.3).

We use the triangle inequality and show the uniform convergence to 0 for
each of the three terms in (5.7) seperately. Since the parameter A occurs only
in the floor function value [An], the supremum is in fact a maximum, and the
hi,n(€;) are i.i.d. random variables, so we can use Kolmogorov’s inequality. We
obtain for the first term in (5.7)

[An] 9 [tn]
P 021)\127 n3/2 Zhlnel > s S ZVarhlnel
(5.8)
By the mean value theorem, we obtain
1 F i) — F i hn
g Vol o] = Var | S0 =0 | v ),
where (' € [e¢; — hn,€]. Since f = F’ is bounded by assumption, we get

Var[hy ,(€)] = O(h2). Since h, — 0, the right-hand side of (5.8) converges
to 0 as n increases.
In the same manner, we obtain

An - 1 n2X\ &
P | sup 7[13—/1 Z han(ej)| >s| < = Var[hs ,(€;)] — 0.
0<A<r j=[rn]+1 j=1

Finally, we have to show that

sup 1 Z Z ha.n (€, €5) 50

o<a<r n3/?

(5.9)
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We set temporarily | := [An] and T := [rn] and obtain from Markov’s inequality

1 n
1
P( sl 2 3 hantenen)] > )

i=1 j=T+1
1 1 l n 2
< ?E{Orél%xT 32 Z Z h3,n(6ia€j):| :
i=1 j=T+1
Now for any collection of random variables Y7,..., Y%, one has the inequality

Emax{YZ,...Y2}] < YF | EV2, and thus

l n 2 T l n 2
1 1 11
wElzm e Y 3 metn)] <52 (S 3 heatena)
i=1 j=T+1 =1 =1 j=T+1
11 T l n
LIS S Ve
1=1 i=1 j=T+1

where in the last step we have used that h3’n(ei,ej) are uncorrelated by Ho-
effding’s decomposition. Now for two i.i.d. random variables €, 7, we have, like
above with the Taylor expansion of F":
Var [h3 (€, )]

= Var [1{n<eSn+hn} —F(e)+ Fle—hn)+ 0, — F(n+hy) + F(n)]

= Var [1{77<6§77+hn} —hy (f(€) + OP(hn)) + hp (f(ﬂ) + OP(hn))]

= Var[lyycecyrn,y] + Var [hn (f(€) + £ () + Op(hn))]

+2Cov [Ly<e<nihays b (f(€) + f(n) + Op(ha))]

(0, — 02) + hZO(1) +24/(0, — 62) - h20(1)
O(hn),

using (5.6). We have just shown that

l n
1 1
P(%@MWJEIE:hM@“ﬂF“>§§0m“

i=1j=T+1

which proves (5.9). So we have proven (5.4) for the case A < 7. The proof for
A > 7 is similar. O

Now the stage is set to calculate the ARE of the Wilcoxon test based on
U[()\VZ]) and the CUSUM test based on U[(/\(’;l)}, as defined in the section about the
ARE in the LRD case. Let g, denote the upper a-quantile of the distribution
of supg<y<1 B(A). By Theorem 5.2, the asymptotic power of the tests is given
respectively by

P(am<mm+m¢Q»z%) (5.10)
0<A<1
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and

P (0321 (B()\) + cwﬁ@()\)) > qa) ,

where 02 = 1/12 and we assume that
‘w
V'

Thus if we want both tests to have identical power, we must ensure that cc =
ew /(o - 24/7), in other words

hc(n) _ cc 1

hw(n)_CW_U‘Qﬁ'

Now we define, as in the proof for LRD observations, the probability

hw(n) =

b(t) = P( sup (BO) +16,(\) > qa) ,

0<A<1

for whose generalized inverse 1)~ holds

P ( sup (B + 9~ (8) 6r (V) = qa) > 8, (5.11)

0<A<1

Now, comparing (5.11) and (5.10), we conclude that we can detect a mean shift
of height h at time [n7] with the CUSUM test of (asymptotic) level « and
power 3 based on n observations, if hc(n) = cc/+/n and where co satisfies
cc =~ (B); hence we obtain that he(n) has to satisfy

1
NG

In the same manner, we get for the Wilcoxon test the conditions hw (n) =

ew /v/n and ey /(024/7) = ¢~ (B) and thus

o2\/T
Vn

Solving these two equations for n again and denoting the resulting numbers of
observations by ne and ny, respectively, we obtain

nc = <7i;¢(ﬂ)>2

my = (22fw</3>)2.

ha(n) = —=¢~(8).

hw(n) = Y (8).

To obtain ARE(Tw,T¢), we equate hy and ho. We then obtain the following
theorem.
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Theorem 5.3. We consider the model (1.3) with i.i.d. Gaussian noise €; ~
N(0,1). Then

ARE(Tyy, Te) = lim "€ = (20/7) 2 = 2,
h—0 Ny T

where Te, Ty denote the one-sided CUSUM-test, respectively the one-sided

Wilcozon test, for the test problem (H,A: ).

6. Simulation results

We have proven that for Gaussian data, the CUSUM test and the Wilcoxon
change-point test show asymptotically the same performance, i.e. that their
ARE is 1. For Pareto(3,1) distributed data, we obtain, using (4.9) and numerical
integration, an ARE of approximately (2.68)2/ D Now we will illustrate these
findings by a simulation study.

Gaussian data

We consider realizations &, ..., &, of a f{Gn process with Hurst parameter H =
0.7 (D = 0.6), using the fArma package in R, and create observations

x. = 1G&) fori=1,...,[n)]
"T\GE) +h fori=[nA+1,...,n,

by applying a transformation G which is (with respect to the standard normal
measure) normalized and square-integrable: E[G(£)] = 0, E[G?*(¢)] = 1 for
& ~ N(0,1). As a first step, we choose G(t) = t in order to obtain Gaussian
observations X, ..., X, (later we will choose a function G such that we obtain
Pareto distributed data). In other words, we consider data which follow the local
alternative

A p=FE[X;]=0 fori=1,...,[nT]
Ak w=~FE[X;]=h fori=n7]+1,...,n,

as in (1.8). In contrast to the simulations by Dehling, Rooch and Tagqu (2013),
we choose a sample size n = 2,000 instead of n = 500. We let both the break
point k£ = [rn] and the mean shift h := ugy1 — py vary; specifically, we choose
k = 100,200,600,1000 (which corresponds to 7 = 0.05,0.1,0.3,0.5) and we
let h = 0.5,1,2. For each of these situations, we will compare the power of
the CUSUM test and the power of the Wilcoxon change-point test in the test
problem (H, Ay p): We have repeated each simulation 10, 000 times and counted,
how often the respective test (correctly) rejected the null hypothesis.

Since our theoretical considerations yield an ARE of 1, we expect that both
tests detect jumps equally well — that means that both tests, set on the same
level, detect jumps of the same height and at the same position in the same
number of observations with the same relative frequency. And indeed, we can
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clearly see in Table 1 that the power of both tests approximately coincides at
many points; differences can be spotted only when the break occurs early in the
data.

relative jump position 7 relative jump position 7
0.05 0.1 0.3 0.5 0.05 0.1 0.3 0.5

h=0.5 | 0.074 0.153 0.767 0.874 h=0.5 | 0.072 0.143 0.765 0.876
h=1 0.153 0.694 1.000 1.000 h=1 0.128 0.602 1.000 1.000
h=2 0.828 1.000 1.000 1.000 h=2 0.321 1.000 1.000 1.000

TABLE 1

Power of the CUSUM test (left) and of the Wilcozon change-point test (right), for n = 2000
observations of fGn with LRD parameter H = 0.7, different break points [Tn] and different
mean shifts h. Both tests have asymptotically level 5%. The calculations are based on 10,000
simulation runs.

Heavy tailed data

We consider again realizations &1, . .., &, of a f{Gn process with Hurst parameter
H = 0.7 (D = 0.6) and create observations

X — G(&) fori=1,...,[nA]
T G(fz)-i-h fOI"L':[’rLA]—Fl,“.’n,

by applying the transformation

o) = %/4 ((@(t»-l“ - ;) |

In this case, the first Hermite coefficient of GG, obtained by numerical integration,
equals a; ~ —0.6784. This transformation G produces observations X; = G(&;)
which follow a standardized Pareto(3,1) distribution with mean zero and vari-
ance 1. The probability density function of X; is given by

ro = [3VA(Eer ) itaz
0

else.

To the second sample of observations, X{rp)41,---, Xy, we again add a constant
h, but this time we choose

h:hn:cd—n =en P72 (6.1)
n
as in (2.7). We let the break point k = [rn] vary, choosing 7 = 0.05,0.1,0.3,0.5.
We let also the sample size vary; we will give details below. To these data,
we have applied the CUSUM test and the Wilcoxon change-point test, and
under 10, 000 simulation runs we counted how often the respective test (rightly)
rejected the null hypothesis.
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Now our theoretical considerations, see (4.9), predict for this situation

ja1] fi *(2) d >
| Je J1(2) f(2) def

This means that the CUSUM test needs approximately 26.66 times as many
observations as the Wilcoxon test in order to detect the same jump on the same
level with the same probability. In order to find this behaviour, we have analysed
the power of the Wilcoxon test for ny = 10,50, 100, 200 observations and the
power of the CUSUM test for nc = 266, 1332, 2666, 5330 observations.

In order to be able to compare the two tests, we need to have identical mean
shifts when applying the Wilcoxon test to a sample of size ny and the CUSUM
test to a sample of size nc = 26.655 nyy. This can be achieved by choosing the
constants ¢ in (6.1) accordingly, namely taking cc = 2.67754 cyy. In this way,
we obtain

2/D

ARE = lim ”—C:<

n—oo nW

~ (2.67754)%/06 ~ 26.655.

WS = cong”? = 2.67754¢w (26.655nw) P2 = ewny”? = nlY .

nc

We ran simulations for two different choices of ¢y, namely cyy = 1 and ¢y = 2;
see Table 3 and Table 4 for the results.

Here, we have to face a problem which was already encountered by Dehling,
Rooch and Taqqu (2013). For the heavy-tailed Pareto data, the convergence
of the CUSUM test statistic towards its limit is so slow that the asymptotic
quantiles of the limit distribution are not appropriate as critical values to define
the domain of rejection of the test: In finite sample situations, the observed
level of the test is not 5% — as it should be when using the 5%-quantile of the
asymptotic limit distribution. In order to remedy this, we used as critical value
for the test, the finite sample 5% quantiles of the distribution of the CUSUM test
statistic under the null hypothesis, using a Monte Carlo simulation; see Table 6
in Dehling, Rooch and Taqgqu (2013). Here, we have performed the same steps,
but for sample sizes n = ng = 266, 1332, 2666, 5330. The results are given in
Table 2. Note that this problem does not arise when using the Wilcoxon change-
point test, since the Wilcoxon test is distribution free under the null hypothesis.

n | 266 1332 2666 5330 [eS)
Gemp,0.05 | 0.73 0.66 0.64 0.63 0.59

TABLE 2
5% -quantiles of the finite sample distribution of the CUSUM test under the null hypothesis
for Pareto(3,1)-transformed fGn with LRD parameter H = 0.7 and different sample sizes
n=ngc.

The simulation results are shown in Table 3 (for ¢y = 1) and Table 4 (for
cw = 2). Indeed, for a fixed jump position 7, the power of the CUSUM test
(for n = ne = 266,1332,2666, 5330 observations) and of the Wilcoxon test
(for n = ny = 10,50, 100, 200 observations) coincide. They are not fully equal,
but we conjecture this is due to the small sample size which conflicts with the
asymptotic character of our results. But it becomes clear: The CUSUM test
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needs quite a number of observations more to detect the same jump on the
same level with the same probability — as predicted by our calculation around

25 times as many.

relative jump position 7
n h ‘ 0.05 0.1 0.3 0.5
266 0.50 | 0.049 0.049 0.066 0.088
1332 0.31 | 0.050 0.052 0.083 0.110
2666 0.25 | 0.052 0.055 0.092 0.127
5330 0.20 | 0.051 0.054 0.099 0.130
relative jump position 7
n h ’ 0.05 0.1 0.3 0.5
10 0.50 | 0.036 0.025 0.033 0.079
50 0.31 | 0.049 0.051 0.093 0.120
100 0.25 | 0.050 0.053 0.102 0.134
200 0.20 | 0.051 0.055 0.103 0.134

TABLE 3
Power of the CUSUM test (left) and of the Wilcozon change-point test (right), at different
break points [tn], different sample sizes n, and different jump heights h, for Pareto(8,1)
distributed data. Both tests have asymptotically level 5% (CUSUM test is performed with

empirical quantiles). The calculations are based on 10,000 simulation runs.

relative jump position 7
n h ‘ 0.05 0.1 0.3 0.5
266 1.00 | 0.049 0.054 0.162 0.259
1332 0.62 | 0.052 0.062 0.236 0.345
2666 0.50 | 0.055 0.069 0.272 0.390
5330 0.41 | 0.054 0.074 0.287 0.402
relative jump position 7
n h 0.05 0.1 0.3 0.5
10 1.00 | 0.033 0.024 0.039 0.197
50 0.62 | 0.049 0.055 0.199 0.283
100 0.50 | 0.051 0.063 0.225 0.316
200 0.41 | 0.054 0.066 0.242 0.338

TABLE 4
Power of the CUSUM test (left) and of the Wilcozon change-point test (right) at different
break points [Tn], different sample sizes n, and different jump heights h, for Pareto(3,1)
distributed data. Both tests have asymptotically level 5% (CUSUM test is performed with
empirical quantiles). The calculations are based on 10,000 simulation runs.
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