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Thin times and random times’ decomposition
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Abstract

The paper defines and studies thin times which are random times whose graph is
contained in a countable union of graphs of stopping times with respect to a reference
filtration IF. We show that a generic random time can be decomposed into thin and
thick parts, where the second is a random time avoiding all IF-stopping times. Then,
for a given random time 7, we introduce IF", the smallest right-continuous filtration
containing IF and making 7 a stopping time, and we show that, for a thin time 7, each
IF-martingale is an F"-semimartingale, i.e., the hypothesis (#') for (IF,F") holds. We
present applications to honest times, which can be seen as last passage times, showing
classes of filtrations which can only support thin honest times, or can accommodate
thick honest times as well.
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Introduction

The paper studies the class of thin times in an enlargement of filtration framework.
The concept naturally fits, and complements, the studies of random times and progres-
sive enlargement of filtrations. A random time defined on a filtered probability space
(Q,G,F,P) with F = (F,);>0, is a random variable with values in [0, co]. In the literature
of enlargement on filtration, e.g., Mansuy and Yor [21] and Nikeghbali [23], it is common
to assume that the random time 7 avoids all IF-stopping times, i.e., P(7 =T < o0) = 0 for
any IF-stopping time 7'. The motivation behind our work is to explore what happens if
this condition fails. In Definition 1.1 we introduce thin times which satisfy the opposite
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Thin times and random times’ decomposition

property, i.e., their graph is contained in a countable union of graphs of F-stopping
times. We emphasise that in the discrete time set-up all stopping times, and random
times in general, have countably many values and hence are thin. That is yet another
natural motivation to study this class in general continuous time set-up. The given name
is motivated by the fact that the graph of a thin random time is contained in a thin set
(see [13, Chapter I, Definition 1.30] for definition and main properties of thin sets). The
notion of thin time was mentioned, but not developed, for the first time in Dellacherie
and Meyer [7] under the name arlequine random variable referring to the costume of the
Harlequin which is made of patches of different colors. On the other hand, we also work
with thick times which are introduced in Definition 2.1, and satisfy the above avoidance
condition, and the graph of a thick random time does not intersect any thin set (i.e., the
intersection is an evanescent set). In Section 1, we show the first results on thin times.
Our study strongly relies on the notion of dual optional projection and other processes
linked to the general theory of stochastic processes, in particular, to the enlargement of
filtration theory.

Since their introduction in the 1980’s, enlargements of filtrations have remained
an important tool and field of study in the theory of stochastic processes. In fact the
theory has seen its second youth recently with revised interest sparked by applications
in mathematical finance. These include, in particular, credit risk and modelling of
asymmetry of information, where one considers a financial market where different
agents have different levels of information.

Enlargement of filtration theory, to which we contribute here, focuses on the prop-
erties of stochastic processes under a change of filtration. The behaviour of (semi)-
martingales under a suitable change of filtration may be seen as parallel to absolutely
continuous change of measure and Girsanov’s theorem (see [12, 27, 28]). It is of a funda-
mental interest to provide new classes of enlargements under which the semimartingale
property is stable.

Thin times form a new class of random times which possesses this property under
progressive enlargement. Recall that for a random time 7, F7 := (F/ );>o denotes the
right-continuous filtration I progressively enlarged with 7, and is given by

Fi o= ﬂ (FsVo(rAs)) foranyt>0.

s>t

The fundamental question in the enlargement of filtration theory is if all F-martingales
remain IF7-semimartingales. If the latter property is satisfied we say, as it is done in the
literature, that the hypothesis (') holds for (IF,F7), in which case we are interested
in the F"-semimartingale decomposition of IF-martingales (if (#') holds for (F,F7), FF-
martingales are necessary IF"-special semimartingales). The main result in Subsection
4.1 is Theorem 4.1 where we establish the hypothesis (H') for thin random times and
give the corresponding semimartingale decomposition.

In Section 2, we define the decomposition of a random time into thick and thin parts
which we call the thin-thick decomposition. The thin-thick decomposition is congruent
with the decomposition of a stopping time into accessible and totally inaccessible parts.
One of the main results in this section, Theorem 2.5, says that any random time 7 admits
a unique thin-thick decomposition and characterizes its thin and thick components in
terms of the dual optional projection of the indicator process 1, o[- In Section 2, we also
show the significance of thin-thick decomposition for the hypothesis (') and immersion
in the context of the progressive enlargement of filtration.

In Section 3, we turn to honest times which constitute an important and well studied
class of random times (see Barlow [3] and Jeulin [17]) and can be suitably represented as
last passage times. Adopting the notion of jumping filtration from Jacod and Skorokhod
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[14] we show in Theorem 3.6, which is the main result of this section, that such a
filtration can only support honest times which are thin. That includes the compound
Poisson process filtration. In [14], the link between jumping filtration and finite varia-
tion martingales is established; further developments related to purely discontinuous
martingale filtrations are presented in Hannig [10]. In Theorem 3.6, we also show that
there exists a thick honest time in any filtration which can accommodate a non-constant
continuous martingale. In Section 3, we also discuss two examples of thin honest times:
the last passage time at a barrier a of a compound Poisson process and an example
based on an approximation of a Brownian local time.

1 A definition and some properties of thin times

1.1 New class of random times

Let (©2,G,P) be a complete probability space, equipped with a filtration I := (F;)¢>0
satisfying the usual conditions of completeness and right-continuity, and such that
Foo = UysoFt C G. For any cadlag process X we denote by X_ the left-continuous
version of X, by AX the jump of X and by X, the limit lim; .., X; if it exists. The
process X is said to be increasing if, for almost all w, it satisfies X;(w) > X;(w) for all
t > s. A random variable is said to be positive if it has values in [0,00). We denote by
G+ X the stochastic integral of a predictable process G w.r.t. a semimartingale X, when
this integral is well defined.

Consider a random time 7, i.e., a [0, oc]-valued G-measurable random variable. Note
that a random time 7 is not necessarily F.,-measurable. For a random time 7, we denote
by [7] = {(w,t) C @ x R" : 7(w) = t} its graph. Let us recall, following [17], some
useful processes associated with the pair (I, 7). For the process A := 1|, .|, we denote
by AP its [F-dual predictable projection and by A° its IF-dual optional projection (for
reader’s convenience definitions are recalled in Appendix A). By an abuse of language,
A° is also called the dual optional projection of the random time 7. We also define two
F-supermartingales Z and Z as the optional projections of processes 1 — Aand 1 — A_
respectively, i.e.,

Zi= (U] =P >4F) and Zii= [lpn) = P2 tlF).

Since the dual optional projection A° will play a crucial role in the paper, we recall two
equalities where it appears (see [17, Chapitre IV, section 1]):

A°=m—Z7 and AA°=Z7-Z, (1.1)

where m is a BMO F-martingale. Furthermore, Z=7_+Am.
The following definition contains the leading idea of the paper. It introduces a class
of random times using a criterion based on IF-stopping times w.r.t. a reference filtration.

Definition 1.1. A random time T is called an FF-thin time if its graph [r] is contained in
an F-thin set, i.e., if there exists a sequence of F-stopping times (T,,)$2_, with disjoint
graphs such that [7] C ;2 ,[T,]. Moreover,

(a) Let Ty := oo. We say that the sequence (T,,),>o exhausts the F-thin time 7 or that
(Th)n>0 is an F-exhausting sequence of the F-thin time 7.

(b) We say that the family of sets (C),)n>0, given by Cy := {1 = o0} and C,, := {7 =T, <
oo} forn > 1, is an F-partition of the F-thin time .

(c) We say that the family of bounded cadlag F-martingales (2"),>¢ given by their
terminal values P(C,,|F ), namely z}* := P(C,|F:), is a martingale family of the thin
time 7.
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If this is clear from the context, we shall simply say that 7 is a thin time instead of
saying that 7 is an FF-thin time, etc. Note that a thin time 7 is built from F-stopping
times, i.e., 7 =), -, Tn1l¢, where (T},),>0 is one exhausting sequence and (C,,), >0 is its
partition. On the other hand, given a sequence (T)n>o0 of F-stopping times with disjoint
graphs such that 7, = co and a partition (C,),>¢ of €, the random time 7 defined as
T :=ool¢, + Zn>1 T,1c, is thin.

Let us also remark that an exhausting sequence (Th)n>0 of a thin time is not unique,
however the properties of a thin time do not depend on the specific choice of an
exhausting sequence. The following proposition combines two exhausting sequences of
a given thin time.

Proposition 1.2. Let 7 be a thin time with an exhausting sequence (T,),>o and a
partition (Cy)n>0. Suppose that (S,)n,>0 and (B,)n>0 are as well an exhausting se-
quence and a partition of 7. Then, (Uy, (Upm)n>1,m>1), defined as Uy := oo and
Unm = Tylyr, =5,y +oollyp, 25,3 forn > 1 and m > 1, is an exhausting sequence
of 7 and (Do, (Dn,m)n>1,m>1) defined as Dy := {T = oo} and D,, ,,, := C,, N By, forn > 1
and m > 1, is the corresponding partition of 7.

Proof. Firstly note that U, ,, is a stopping time for any pair n > 1 and m > 1 since
{T,, = Sm} € Fr,rs,,. Secondly note that the following identity holds:

T=00l(r=00) + Z Z Tnl{T:Tn:Sm<oo} =oolp, + Z Z Un,mﬂ{r:Un,m<oo}-

n>1m>1 n>1m>1

Hence it remains to show that (U, )n>1,m>1 have disjoint graphs which follows by
observing that the sets

U] N[0k C (TN [Tk] and [Unm] N [Uski] C [Sw] N [SI]
are evanescent if n # k or m # [. O

Thin times, unlike other classes of random times, possess many stability properties
as those described in the following remark.

Remark 1.3. (a) Let QQ be a probability measure absolutely continuous w.r.t. IP and IF be
the filtration I completed with Q-null sets. Then an FF-thin time is an F-thin time since
F C F. In other words thin times are invariant w.r.t. an absolutely continuous change of
measure.

(b) Let G be a filtration such that IF C G. Then any IF-thin time is a G-thin time since
any FF-stopping time is a G-stopping time. In other words, thin times are stable under
filtration enlargement.

(c) Let 7 and o be two F-thin times with exhausting sequences (7},),>0 and (S,)n>0
respectively. Then 7 A ¢ and 7 V o are also IF-thin times since

[r Aol ¢ JITJu IS and [rvo] c (JITu]u |JISa)-

n>1 n>1 n>1 n>1
The following theorem provides a useful characterization of a thin time based on its
IF-dual optional projection.
Theorem 1.4. A random time is a thin time if and only if its dual optional projection is a
pure jump process.
Proof. For any sequence (5,),>1 of F-stopping times with disjoint graphs, we have

oo

]P(T — Sn < oo) = Z E [AA%TL]]-{Sn<OO}]
n=1

n=1
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as, from definition of dual optional projection, P(7 = S < o0) = E [AA%]I{S@O}] for
any stopping time S. Since also by definition of the dual optional projection E[A% ] =
P(r < o0), and using the fact that A° is an increasing process, we conclude that
the sequence (7},),>0 with Tj = oo is an exhausting sequence of 7, i.e., satisfies the
condition Y~ P(r = T,, < c0) = P(7 < oc), if and only if it satisfies the condition
E[A%] = > 02 B[AAS 1ii7, <o0})- In other words, 7 is a thin time if and only if A° is a
pure jump process. O

The following result describes how, after a thin time, the conditional expectations
with respect to elements of " can be expressed in terms of the conditional expectations
with respect to elements of IF. For an arbitrary random time, one is able to express
F™-conditional expectations in terms of [F-conditional expectations only strictly before 7
(this result is often referred to as key lemma in enlargement of filtration literature, see
Lemma 3.1 in [9] and Section 3.1.1 in [4]). A powerful property of thin times is that one
can obtain this kind of result also after 7 as described below. It is crucial for results in
Section 4.1.

The proof of the following Lemma 1.5 is given in Appendix C.

Lemma 1.5. Let 7 be a thin time with exhausting sequence (T,,),>o, partition (Cp,)n>0
and martingale family (z"),>¢. Then:

(a) 2z >0andz >0forallt>0a.s. onC, foreachn > 0.

(b) The progressive enlargement of filtration I with 7, F™ := (F]);>0, defined by
Fi = Nust Fu Vo({r < s} : s <u}, satisfies

u>t

(c) For any n > 1 and any G-measurable integrable random variable X, we have

B} E[X1c, |7
E[X|F | L>r,30c, = LgsTync, EXTe,l7]

z{
Corollary 1.6. It follows immediately that, for s < t, n > 1 and any G-measurable
integrable random variable X
E[X1c,|F]

E [X“FtT] ﬂ{(ezTn}ﬁCn = ]]‘{SZTn,}an T
t

1.2 Application to market incompleteness

In Kardaras and Ruf [20], the authors, among other problems, study the question
whether a complete market can become incomplete after shrinking the filtration. In
Section 5.1 therein, the following motivating example is considered. Let W be a Brownian
motion and F" be its natural filtration. Let B be the Lévy transformation of W, i.e.,
B = fo sgn(W,)dW,, and IF® its natural filtration.

Then F? = F!I"I C FV and the stochastic exponential S = £(B) has a predictable
representation property in both IF? and F"Y, in particular (S, F"')-market is complete.
The authors consider the "V -stopping time

T:=inf{t >0: W, =1},

and note that 7 is not FZ-stopping time. The filtration I is defined as the progressive
enlargement of IF® with 7. Next, a sequence of IFZ-stopping times is defined by

Tn = lnf{t > Snfl : |Wt| = 1}, with Sn = lnf{t > Tn : |Wt| = O} and SO =0.
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Then, the process

[ee]
N =Moo = % > Mot o)
n=1
is an IF-martingale but not an FW-local martingale (since it is not continuous). Hence,
the (S, F)-market is not complete (as S has no predictable representation property in I).
We note here that in fact 7 is an FZ-thin time with exhausting sequence (7},), indeed
7] € U,;Z,[7%]. The random time 7 is an F-accessible stopping time since 7}, are already
IFB-predictable stopping times, and F is not a quasi left continuous filtration (compare
also with Remark 2.8(b)). The above example from [20] works in analogous way for any
FZ-thin time 7, and illustrates natural interest in this class of times.
We also remark that the above example illustrates well the result in [5, Proposition
9, p.289]. The process B is both an I and an F"-martingale which has predictable
representation property in . However, B has no predictable representation property
in IF, and T is not immersed in FW .

2 Thin-thick decomposition of a random time

In this section we present an application of thin times to the decomposition of a
generic random time into thin and thick parts. In the first subsection, we introduce and
present some results about thick times. Then, in the second subsection, we establish
the thin-thick decomposition. Finally, in the remaining subsections, we apply thin-thick
decomposition to obtain results on the hypothesis (#’) and immersion.

2.1 Thick times

As described in the introduction, thick times avoid stopping times from the reference
filtration, i.e., thick times are defined in the following way.
Definition 2.1. A random time 7 is called a thick time if [7] N [T] is evanescent for any
F-stopping time T, i.e., if it avoids all IF-stopping times.

Similarly as for thin times in Theorem 1.4, thick times can be characterized in terms
of their dual optional projection.

Theorem 2.2. A random time is a thick time if and only if its dual optional projection is
a continuous process. In that case A° = AP.

Proof. Let T be an IF-stopping time. Since E[AAZ 1 {7«oy] = P(7 =T < o) and A° is
an increasing process, we deduce that

P(r =T <o0) =0 ifandonlyif AAZlir .oy =0 P-as.

Since {AA° > 0} is an optional set, the optional section theorem [11, Theorem 4.7]
implies that {AA° > 0} is exhausted by disjoint graphs of FF-stopping times. Thus, we
conclude that 7 is a thick time if and only if A° is continuous. O

The straightforward observation that the two classes of thin and thick times have
trivial intersection is stated in the following obvious lemma.

Lemma 2.3. A random time 7 belongs to the class of thick times and to the class of thin
times if and only if T = co.

2.2 Decomposition of a random time

The main concept of this section, the thin-thick decomposition, is presented in the
next definition. It is followed by the result stating the existence of such a decomposition
for any random time.
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Definition 2.4. Consider a random time 7. A pair of random times (71, 73) is called a
thin-thick decomposition of T if 71 is a thin time, 7 is a thick time, and

T=T1N\T2 1 V To = Q.

Theorem 2.5. Any random time 7 has a thin-thick decomposition (71, 7;) which is a.s.
unique.

Proof. Let us define 7, and 72 as 71 := T{aao>0} and 72 := T{as0—0}, Where 7¢ is the
restriction of the random time 7 to the set C, defined as 7¢ = 7ll¢ + coll¢e. Properties
of dual optional projection ensure that 7 and 7 satisfy the required conditions. More
precisely, the time 7; is a thin time since

[n]=Ir1n{a4a >0y =[InlJIz] c I,

where the sequence (T,),, exhausts the jumps of the cadlag increasing process A°, i.e.,
{AA° > 0} =, [T,] and the time 75 is a thick time since, for any IF-stopping time T,

P(r, =T < 00) = E [I;—ryn{aae—0} L(r<oo)]

= ]E |:/ ﬂ{u—T}ﬂ{AAZ—O}dAZ] — 0 D
0

In the following proposition we study the condition A° = AP. We have seen already
that, if either 7 avoids I stopping times or all F-martingales are continuous, then this
condition holds.

Proposition 2.6. The condition A° = AP holds if and only if the random time T satisfies
that:

(a) P(r =T < o0) = 0 for any F-totally inaccessible stopping time T, and
(b) P(1 =5 < 0|Fs) =P(r =5 < | Fs_) for any F-predictable stopping time S.

Proof. By Proposition C.2 and Theorem 2.2 it is enough to assume that 7 is a thin time.
We choose an exhausting sequence (S,),>1 so that it only contains totally inaccessible or
predictable stopping times. Then, by Proposition C.1 (b) and by the fact that A? = (A°)?,
we conclude that A° = AP is equivalent to z% li[s, oof = (2% L[s, ccf)” for eachn > 1. If
Sp, 1s totally inaccessible then the latter condition is equivalent to 25 1 (g, <o) = 0 which
is the condition (1). If S, is predictable then (2% 1L[s, ocf)’ = P22 1[s, oc[ Which boils
down to the condition (2). O

Remark 2.7. The condition (b) from Proposition 2.6 is always satisfied in quasi-left
continuous filtrations, since then Fs = Fg_ for F-predictable stopping time S. Therefore,
if ¥ is the natural filtration of a Poisson process with jump times (7,),>1, which is
quasi-left continuous, the condition A° = AP holds if and only if P(r = T,, < o0) = 0 for
any n, since any IF-totally inaccessible stopping time 7" satisfies [17] C |J,,[7»]. One can
find such an example in [1, Proposition 4].

Remark 2.8. (a) Since 77 is an F"-stopping time, it can be decomposed into F"-accessible
and F"-totally inaccessible parts. Thus, we can consider the decomposition of 7 into
three parts as:

i a __ —
T| = T{AA2>0, AAZ=0}s T1 = T{AA2>0, AA?>0} and To = T{ag0—0}-

Since 7, is IF"-totally inaccessible, it follows that Tf A 1o is the F"-totally inaccessible part
and 7 is the IF"-accessible part of the I"-stopping time 7. Results of a similar type can
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be found in [6] and [17, p.65]. We note that 7 is an F"-predictable stopping time if and
only if 7 is equal to an F-predictable stopping time on {7 > 0}.

(b) Assume that the IF"-accessible stopping time 77 is not equal to an F-stopping time
on {7 > 0}. Then, the filtration " is not quasi-left continuous. This provides a systemic
way to construct examples of non quasi-left continuous filtrations.

3 Link between thin times and honest times

In this section, we restrict our attention to a special class of random times, namely
to honest times. We recall the definition below (see [17, p. 73]) and some alternative
characterizations in Appendix B. Honest times are a well- studied class of time for which,
in particular, the hypothesis (#') holds.

Definition 3.1. A random time 7 is an IF-honest time if for every t > 0 there exists an
JFi-measurable random variable 7; such that T = 7, on {7 < t}.

Remark 3.2. By eventually taking 7; A ¢, it is always possible to choose 7; such that
7y < t in Definition 3.1.

3.1 Fundamental properties
We start with providing a characterisation and properties of (thin) honest times.

Theorem 3.3. (a) Let (71, 72) be the thin-thick decomposition of 7. Then, T is honest if
and only if 1y and T, are honest.

(b) A random time 7 is a thick honest time if and only if Z, = 1 a.s. on {1 < oo}.

(c) Let 7 be an honest time with thin-thick decomposition (11,72). Then, Z, < 1 on
{r=mn<o}andZ, =1on {1 =7 < xo}.

Proof. (a) On the set {7 < oo}, 7 is equal to v, the end of the optional set I (Theorem
B.2). Then, as {r1 < oo} C {7 < oo}, on the set {7y < oo}, one has 1 = v, so 71 is an
honest time. Same argument for 7.
(b) Assume that 7 is a thick honest time. Then, the honest time property presented in
Theorem B.2 (c) implies that ZT = 1 and the thick time property implies, by Theorem 1.4
(b), the continuity of A°. Therefore, the equality Z = Z + AA° leads to equality Z, =1
a.s. on {7 < oco}.

Assume now that Z, = 1 on the set {7 < oo}. Then, on {7 < oo} we have 1 = Z, <
ZT <1, so ZT =1 and 7 is an honest time. Furthermore, as AA?2 = ZT — Z; =0, for each
F-stopping time 7" we have

P(r=T<o00) = E[l—rjliase—o}lr<os)]
= ]E |:/ II-{u:T}II-{AAZ:O}dAZ - 0
0

So 7 is a thick time.
(c) Denoting by Z¢, Z* the supermartingales associated with 7; for i = 1,2, from the
honest time property of 7 and Proposition C.2 (a), on the set {7 < oo}

1=2,=2'+2-1
On the set {r =11 < o0},
Zr=27ZL+22 -1< 72 <1,
where the last inequality is due to Proposition C.1 (a). On the set {7 = 75 < 0o}, we have

1=2L +72 —1=127}

T2
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where the second equality comes from (c) in Theorem B.2. Now let us compute ZiQ
7L =7, —AALe =71 =1,

where we have used that {AA!° > 0} = (U2, [T,,] with (7},),>0 being an exhausting
sequence of 7, and the thick time property of 7, i.e., P(7 = T,, < co) = 0. Finally, on
{T =7 <o}

Z.=2 +72 —-1=1 O

Remark 3.4. We would like to remark that the condition Z, < 1 for an honest time 7 -
which, by Theorem 3.3 (c), is equivalent to the condition that 7 is a thin honest time - is
an essential assumption in [2] for the study of arbitrages after honest times.

3.2 Jumping filtration

In this subsection we develop the relationship between jumping filtration and thin
honest times. Let us first recall the definition of a jumping filtration studied in Jacod and
Skorokhod [14].

Definition 3.5. A filtration T is called a jumping filtration if there exists a localizing
sequence (0,,)n>0, i.e., @ sequence of stopping times increasing a.s. to oo, with 6y = 0
and such that, for all n and t > 0, the o-fields F; and Fy, coincide up to null sets on
{9n <t< 9n+1}-

The sequence (0,,),, is then called a jumping sequence.

We investigate relationship between jumping filtration and honest times. We show
that there does not exist thick honest time in a jumping filtration and that there exists a
thick honest time in a filtration which admits a non-constant continuous martingale (in
particular such a filtration is not a jumping filtration).

Theorem 3.6. The following assertions hold.
(a) IfFF is a jumping filtration, then all IF-honest times are thin.
(b) If all IF-honest times are thin, then all IF-local martingales are purely discontinuous.

Proof. (a) Let 7 be an honest time. Then, take the same process « as in the proof of
Proposition B.1, i.e., « is an increasing, cadlag, adapted process such that a; = 7 on
{r <t} and 7 = sup{t : ay = t}. Let us define the partition (C,,)>2, such that

Cn = {enfl <7< en}

for n > 1 and Cy = {r = oo} with (0,),>0 being a jumping sequence for the jumping
filtration IF. On each C,, with n > 1, we have

T=T,:=inf{t>0,1:t=ay, _}

From the jumping filtration property, we know that ay,_ is Fy,_,-measurable, so each
T, is a stopping time and [r] C (.-, [7%,] which shows that the honest time 7 is a thin
time.

(b) By [14, Theorem 1], IF is a jumping filtration if and only if all -martingales has
finite variation. Then, using this equivalence, the proof by contradiction is based on [26,
Exercise (1.26) p.235]. Assume that M is a non-constant continuous IF-local martingale
with My = 0. Define the F-stopping time S; = inf{t > 0: (M); = 1}. Then, define the
F-honest time
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T:=sup{t <S;: M, =0}.

Since M is continuous, 7 is not equal to infinity with strictly positive probability. We now
show that 7 is an FF-thick honest time. Let us denote Z(w) := {t : M;(w) = 0}. The set
Z(w) is closed and Z¢(w) is the union of countably many open intervals. We call G(w) the
set of left ends of these open intervals. In what follows we show that for any IF-stopping
time T, we have P(T € G) = 0. Define the F-stopping time Dy := inf{t > T : M; = 0}
and note that {T' € G} = {M7 =0} N{T < Dr} € Fr. Assume P(T € G) = p > 0. Then
the process

Y: = Lyreay M| Mgo<t<pr—T1}

is an (Fr4¢)i>o-martingale. Indeed, for s < ¢, we have

E(Yy|Fris) = Lyrecysgn(Mp ) E(Mri L j< -1y | Frgs)
=lyrecysgn(Mr;)
(Mryls<pr-1y — BE(Mfs<prry Lps prory B(Mr 14| Fpy )| Fros)]
=Y, — Iipeaysgn(Mr ) E( (< pr—my U ts Doy MDy | Frgs)
=Y

where we have used the martingale property of M and Mp, = 0. Moreover Y, = 0 and
there exists € > 0 such that

P(MT:O,DT7T>€)2 > 0.

(VS

Since Y. = lya—0y Lypr—75e}|Mryc| > 0 and P(Y. > 0) > 0, we have E(Y,) > 0 =
Yy. So, P(T € G) = 0. Finally, as 7 € G a.s. we conclude that 7 is a thick honest
time. O

Finally we give two examples of thick honest times originating from purely discon-
tinuous semimartingales of infinite variation. In particular, these examples show that a
reverse implication in Theorem 3.6(b) does not hold. In the first Example 3.7, we study
the case of Azéma’s martingale (see [25, IV.8 p.232-237]). In the second Example 3.8,
we recall Example 2.1 from [19] on Maximum of downwards drifting spectrally negative
Lévy processes with paths of infinite variation.

Example 3.7. Let B be a Brownian motion and F its natural filtration. Define the
process
gt :==sup{s < t: By = 0}.

The process
e = sgn(Bi)v/t — g

is a martingale with respect to the filtration G := (F,,4):>0 and is called the Azéma
martingale. Then, the random time

T:=sup{t <1:pu =0}

is clearly a G-honest time. Note that 7 = 78 := sup{t < 1: B, = 0} and 7 is an F-thick
honest time since it has continuous IF-dual optional projection (see in [21, Table 1« 1),
p.32]). Thus, since G C F, 7 is a G-thick honest time.

Example 3.8. Let X be a Lévy process with characteristic triplet (o, 02 = 0, v) satisfying
v((0,00)) =0, a+ f:olo zv(dx) < 0 and fE1 |z|v(dx) = co. Then, p = sup{t: X;— = X} }
with X} = sup,«, X; is a thick honest time as shown in [19, Section 2.1].

EJP 26 (2021), paper 31. https://www.imstat.org/ejp
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4 Martingale and semimartingale stability for thin times

4.1 The hypothesis (#') for thin times

One of the vital questions in the enlargement of filtration theory is whether all
semimartingales in the reference filtration remain semimartingales in an enlarged
filtration, i.e., whether the hypothesis (#') holds. In progressive enlargement setting
there are only few classes of random times with this property, i.e., honest times and
random times satisfying Jacod’s absolutely continuous condition. In this section we prove
the hypothesis (#') for the new class of random times, i.e., thin times.

Theorem 4.1. Let 7 be a thin time. Then the hypothesis (H') is satisfied for (F,F7).
Moreover, each F-local martingale X has the following IF"-semimartingale canonical
decomposition

N tAT 1
X=X
t t+/0 7

s—

o0 t 1
d(X,m).+ Y 1, /O Wosr,y S X 2", 4.1)

n=1

where X is an F™-local martingale and (z"),>¢ is a martingale family of the thin time T,
and the predictable brackets are computed in .

Proof. Let F¢ denote the initial enlargement of the filtration IF with the atomic o-field
C := o(Cp,n > 0) generated by a partition (C,,n > 0) of a thin time 7, i.e.,

Ff =) FeVo(Cnn>0). (4.2)

s>t

For this case of enlargement, Jacod’s result (see [17, Theorem 3,2] and [22]) implies that
the hypothesis (H’) holds for (IF, F¢). Since clearly F ¢ F” C IF¢, Stricker’s Theorem [25,
Theorem 4, Chapter II] implies that the hypothesis (#') holds for (IF,F"). To prove the
decomposition result, let H be an IF"-predictable bounded process. Then, [17, Lemma
(4,4)] implies that

Hy = Ny Jy + Mpey K1), t2>0,

where J is an F-predictable bounded process and K : Ry x Q@ x Ry - Ris P @ B(Ry)-
measurable and bounded (P denotes the F-predictable o-field). Since 7 is a thin time,
we can rewrite the process H as

Hy = Jilg<ry + Z Nyp, <y Ke(Th) e, .
n=1
Note that, since {t < 7} C {Z;_ > 0}, J can be chosen to satisfy J; = Jill{z,_ -0
and, since C,, C {z{"_ > 0}, each process K" := l{1, <4} K:(T}) being IF-predictable and
bounded, K™ can be chosen to satisfy K{" = K{'I{.» ~0}.

We denote by H'(TF) the space of F-local martingales N s.t. ]E([N}iéz) < 0o. Let NV be
an H'!(FF)-martingale. Then the stochastic integrals J- N and K™+ N are well defined and
each of them is an H!(IF)-martingale. For each n > 0 and for each bounded F-martingale
N, by integration by parts, we have that

Efllc, Noo] = E[[z", N]oo] = E[(2", N)oo] - (4.3)

Since N — E[ll¢, Ny is a linear form, the duality (H', BMO) implies that (4.3) holds
for any H'(IF)-martingale N. Similarly, since m, given in (1.1), is a BM O(IF)-martingale,
for any H!(IF)-martingale N, the process (N, m) exists and we have

E[N:] = E[[N,m]oc] = E[(N,m)c] -

EJP 26 (2021), paper 31. https://www.imstat.org/ejp
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Therefore
o0 T oo [e’s)
EU HSdNS] =E [/ JSdNS} +Y E {ncn/ K;‘dNS}
0 0 — 0
:EU JdmN] Z [ Krd(z", }
0 n=1
Then, since for any predictable finite variation process V, E[[;~ h,dVi] = E[[;° Ph.dVi],

and Z_ = P(1 — A_), we deduce, taking care on the specific choice of J and K,

o] <ol E
+§:EU Z::n{z o Kmd(e N)s]
E{/OTZs—JdmN }JFZ]E{ILC /OOZ;_

The assertion of the theorem follows as, for any s < ¢t and F' € F, the process H =
1(s,q1F is clearly " -predictable. To end the proof, we recall that any local martingale is
locally in H' (see [25, Theorem 51, Chapter IV]). O

: <m,N>s}

K?d(z",N)s

Remark 4.2. Lemma (4,11) in [17], where the random time with countably many values
is considered, is a special case of Theorem 4.1. It corresponds to the situation of
thin random time whose graph is included in countable union of constant sections, i.e,
7] c U, [tn] with [¢,,] = {(w,t,) : w € Q} and ¢, € RT.

We end this section with a second proof of Theorem 4.1. It is based on Lemma 4.3
which establishes a link between processes in F™ and F€.

Lemma 4.3. Let 7 be a thin time and Y be a process such thatY = 1y, Y. Then:

(a) The process Y is an FC-(super, sub)martingale if and only if the process Y is an
F7-(super, sub)martingale.

(b) Let Y be an F -stopping time. Then 9 V 7 is an F7 -stopping time.

(c) The processY is an I ¢-local martingale if and only if the process Y is an F"-local
martingale.

Proof. (a) Note that the filtrations F™ and F€ are equal after 7, i.e., for each ¢ and for
each set G € FT, there exists a set F' € F/ such that

{r<t}nG={r<t}NF. (4.4)

To show (4.4), by monotone class theorem, it is enough to consider G = (), and to take
F = C,, n{r <t} which belongs to F] as C,, € FI by [11, Corollary 3.5]. That implies
that the process 1y, [+ Y is F"-adapted if and only if it is F ¢-adapted. The equivalence
of (super-, sub-) martingale property comes from (4.4).

(b) For each t we have {9 V7 <t} ={9 <t} n{r <t} € F by (4.4).

(c) We combine the two previous points. O

Second proof of Theorem 4.1. Let X be a bounded F-martingale. Then, it is enough
to show that N+ X and 1, o+ X are two F"-semimartingales with appropriate
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decompositions. By [17, Proposition (4,16)] ﬂﬂo,r]] + X = X A, is an F"-semimartingale
with the decomposition
tAT
Xt/\‘r = th +/ 7d<X7 m>57
0 ZS—

where X! is an F7-local martingale. By Lemma 4.3 and Jacod’s result (see [17, Theorem
3,2] and [22]), it follows that 1y, o+ X is an F"-semimartingale with decomposition

oo t

~ 1
Xi — Xipr = Xt2 + E IIC”/ 1{5>Tn}7zn d(X,2")s,
0 s—

n=1
where X2 is an F"-local martingale. This completes the proof. O

4.2 Immersion for thin times

Immersion, also called the hypothesis (#) is a more restrictive hypothesis for en-
largement of filtration than the hypothesis (#'). Given F C G, we say that I is immersed
in G if any F-martingale is a G-martingale. The equivalent condition to immersion,
established in Theorem 3 in [5], says that for each t > 0 and G € L(G;) it holds that
E[G|F;] = E[G|Fw]. Immersion does not hold for each thin time. However, in the next
proposition, an equivalent condition to immersion is given. In particular, it implies that
there exist thin times for which immersion holds and which are not stopping times.

Proposition 4.4. Let 7 be a thin time with exhausting sequence (T,),>0, partition
(Cn)n>0 and martingale family (2"),,>o. Then, I is immersed in " if and only if one of
the following conditions hold:

(a) 23y, = zgin foreachn > 1,
(b) =z = z{,ﬁnm foreacht > 0 foreachn > 1,
(c) for eachn > 1, C,, is independent of F, conditionally w.r.t. Fr,.

Proof. By Theorem 3 in [5], Lemma 1.5 (b) and monotone class theorem, IF is immersed
in F7 if and only if P(C,, N{T,, < t}|F;) = P(C,, N {T,, < t}|F) for each n > 1. The last
condition is precisely z;' {7, <4} = 25, y7, <4y for each n > 1, which is the condition (b).
Since 2" are martingales, we conclude that immersion is equivalent to z7. = 27, stated
in the condition (a). Since z}. = 2z, can be rewritten as P(C,|Fr,) = P(C,|F), we
conclude that immersion is satisfied if and only if, for each n > 1, C,, is independent of
Fo conditionally w.r.t. Fr_. O

Remark 4.5. Immersion property for a random time 7 implies in particular that 7 is a
pseudo-stopping time. Recall that a random time 7 is a pseudo-stopping time if for any
bounded F-martingale X it holds that E[X,] = E[X,], or equivalently as established in
[24], if m = 1.

Let 7 be a thin time. Then, by Proposition C.1, 7 is a pseudo-stopping time if and
only if ZZO:O z{n, = 1 for any ¢ > 0. Clearly, immersion implies the last condition as, by
Proposition 4.4 (b) and since Ty = oo,

o0 (o) (o]
n _ .0 n _ n _
Z ZaT, = A T Z AT, = Z 2y = 1.
n=0 n=1 n=0
Reverse implication does not hold.
EJP 26 (2021), paper 31. https://www.imstat.org/ejp
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5 Martingale and semimartingale stability for a general random
time

5.1 The hypothesis (*’) for a random time

We study here the hypothesis (H’) in the progressive enlargement of filtration in
connection to the thin-thick decomposition of the random time. Let (71,72) be the
thin-thick decomposition of a random time 7. We define three enlarged filtrations
F™ = (F[")ez0, B i= (F{?)i>0 and F™72 = (F/V™)>0 as

Fli= ﬂfs\/a(n/\s) for i=1,2
s>t
Fom = ﬂ FsVa(riAs)Vo(raAs).
s>t

Clearly, F C F" Cc F™v™ = (F™)™ = (F™2)™ fori =1, 2.

Theorem 5.1. Let 7 be a random time and (71, 72) its thin-thick decomposition. Then,
F™ = ¥, Furthermore, the hypothesis (') is satisfied for (F,¥7) if and only if the
hypothesis (H') is satisfied for (F,F™).

Proof. In a first step, we show that, for: =1, 2:
FcCcF: cFv™2=F".
Let A° be the IF-dual optional projection of 7. Note that

]1[7'1,00[[ = n[[‘r,oo[[]l{AA$>0} and ]1[[7'2,00[[ = ]1[[7',00[[]1{AA3:0}7

thus, since AA? € F], the processes 1|, o and 1, . are [F"-adapted which implies
that ™™ C 7. On the other hand, we have

D) ool + Dfra,00] = Lfr,o0f

which implies that F™™ D TF7.

In a second step, note that if an [F-martingale is an IF"-semimartingale, by Stricker’s
Theorem [25, Theorem 4, Chapter II, p. 53], it is as well an F"?-semimartingale. Thus
the necessary condition follows. Since 7; is an IF-thin time, it is an F"2-thin time and
the equality F™>™ = ™ and Theorem 4.1 imply that the hypothesis (H') is satisfied for
(F72,F7). Thus the sufficient condition follows. O

In the following corollary, we examine the hypothesis (#’) for the minimum of a
thin time and a random time satisfying the hypothesis (#’'), namely an honest time or a
time satisfying Jacod’s absolute continuity condition (see [17, Chapter 5] and [15, 12]
respectively).

Corollary 5.2. Let 7 be a thin time and ¢ be an honest time or a time satisfying Jacod’s
absolute continuity condition. Then, the hypothesis (H') is satisfied for (IF,F™"7).

Proof. First we recall that, if o is honest then the hypothesis (#') is satisfied for (IF,F?)
by [17, Theorem (5,10)], and if o satisfies Jacod’s absolute continuity condition then (H’)
is satisfied for (IF,IF?) by [15, Theorem 3.1].

Let (01,02) be a thin-thick decomposition of . Then, by Remark 1.3, 7 A 07 is a thin
time and (7 A 01, 02) is a thin-thick decomposition of 7 A 0. Then the statement of the
corollary follows by applying twice Theorem 5.1. O
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Proposition 5.3. Let 7 be a random time and (71, 72) its thin-thick decomposition.
Let (T,,)n>0 be an F-exhausting sequence, (C,,),>o an F-partition and (z"),>¢ an F-
martingale family of IF-thin time 7. Assume that for an F-local martingale X, there
exists an F™2-predictable finite variation process I'(X) such that X = X + I'(X) where X
is an IF™2-local martingale. Then,

X, = )?+F(X)+/W Lk, my +Zn /]1 Loz,
t = t t ; 7. m,) C, {S>T”}§;L % )s

n=1
where X is an F™-local martingale, zp =P(C,|F?) = Il{t<72}2—fr; andmy =), Zj\p -
? n

Proof. The decomposition of X as an F"-semimartingale follows by ™ = F"*'2 and
Theorem 4.1 since 7 is an [F"2-thin time. Lemma C.3 and Proposition C.1 imply the forms
of 2" and m. O

5.2 Immersion for a random time

Thin-thick decomposition finds application in studying immersion for a generic ran-
dom time.

Proposition 5.4. I' is immersed in 7 if and only if I is immersed in ™ and in F™. In
that case, '™ and F™ are immersed in 7.

Proof. Since IF C F™ C 7, it is clear that, if IF is immersed in IF7, then IF is immersed in
F™ and in F™2.

Let IF be immersed in ™! and in F™, i.e., Z} = P(r; > t|F.,) for each t > 0, for
1 = 1,2. Then, by Proposition C.2 (a),

Zy=Z+ 727 —1=P(r1 > t|Fuo) + P(12 > t|Fe) — 1 = P(7 > | Fuo)

and we conclude that I is immersed in F7.
It remains to prove the last assertion. Let IF be immersed in I". Then, using similar
arguments as in the proof of Lemma C.3, we obtain:

- P(r > t|Fs)
P(ry > t|FY) = Lir <ty + l{t<71}m

and the assumed immersion yield to

]P(T > t|ft)

P(ry > t|FL) = ]l{ngt} + ]1{1:<71}]P(7_1 S 47 =P(re > t|F*).

Therefore, ™ is immersed in IF”. The same proof is valid for 7. O

Remark 5.5. In [18], the authors introduce a random time 7 = 9J A £ where £ avoids
IF-stopping times, and is constructed as £ = inf{t : A; := fot Asds > ©} where ) is a
positive [F-adapted process and © is an exponential random variable independent from I,
and ¥ is an F-accessible stopping time. Therefore, £ is thick and + is thin. The thin-thick
decomposition 7 = 7 A 75 can be obtained as follows: 7 = 19]1{19<5} + oo]l{fgﬂ} and
71 = Elfecoy + 0olly<gy.

The authors establish immersion property by checking P(7 > t|F;) = P(7 > t|F), @
characterisation of immersion that we have recalled above. From our result, immersion
holds since I is immersed in IF¢, hence in 7, due to the property that ¥ is an IF-stopping
time.
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Let us also remark here the form of the dual optional projection of A™ = 1, [ in
terms of the dual optional projections of A% = Te,00f @and AV = 19,00 Let H be an
F-optional bounded process and recall that A* = N7, ,00f fori=1,2. Then

E H,dAL°

[0,00) =B [Hr L o)) = B [Helfecooy Lig<oy]

=E [HeP(€ < 0|Fe)L{ecoo)] = B [Hevel ooy

where v is an F-optional bounded process such that 7 = P(§ < 9|F¢). Finally we
conclude that A4;"° = f[O,t] vsdA%°. In the same way we compute that A2° = f[O,t] KsdAY°
where k is another FF-optional process satisfying xy = P(¢ < £|Fy). Then, by Proposition
C.2 (b) we conclude that

AQ":/ %dAgﬁu/ KedAY°.
[0,¢] [0,¢]

Note that A™P can be expressed analogously.

A Definitions of projections

We collect here the definitions of the key tools we have used along the paper. Pro-
jections and dual projections onto the reference filtration F play an important role in
the theory of enlargement of filtrations. First we recall the definition of optional and
predictable projections, see [11, Theorems 5.1 and 5.2] and [16, p.264-265].

Definition A.1. Let X be a measurable bounded (or positive) process. The optional
projection of X is the unique optional process °X such that for every stopping time T,
we have

E [XT]I{T<oo}|]:T] = OXT]I{T<OO} a.s.

The predictable projection of X is the unique predictable process P X such that for every
predictable stopping time T' we have

E [XT]l{T<oo}|]:Tf] = pXT]l{T<oo} a.s.

For definition of dual optional projection and dual predictable projection see [16,
p.265], [25, Chapter 3 Section 5], [8, Chapter 6 Paragraph 73 p.148], [11, Sections 5.18,
5.19]. We point out that the convention we use here allows a jump at 0, where for a finite
variation process V' we assume that 1_ = 0.

Definition A.2. (a) Let V be a cadlag pre-locally integrable variation process (not
necessary adapted). The dual optional projection of V is the unique optional process V°
such that for every optional process H we have

E H.dV;

[0,00)

=FE H,dV?

[0,00)

In particular, V = E[Vp|Fol.

(b) Let V be a cadlag locally integrable variation process (not necessary adapted).
The dual predictable projection of V is the unique predictable process VP such that for
every predictable process H we have

I HdV

[0,00)

=F H,dV?P

[0,00)

In particular, V¥ = E[Vy|Fol.
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B Summary of results on honest times

For reader’s convenience we gather complementary results on honest times. They
can be found in [17] (see Lemma 5,1 and its proof there).
Proposition B.1. (a) A random time 7 is an IF-honest time if and only if for every t > 0
there exists an F;_-measurable random variable ; such that T = 7, on {7 < t}.
(b) A random time 7 is an F-honest time if and only if for every t > 0 there exists an
Fi-measurable random variable 7; such that T = 7, on {7 < t}.

Proof. Sufficiency of both conditions is straightforward.

Using the notation from Definition 3.1, we introduce the process o~ as o, =
SUpP,cq r<t Tr- This definition implies that o™ is an increasing, left-continuous, adapted
process such that a; = 7 on {7 < t} thus the necessary condition in (a) is proven.

Let us denote by « the right-continuous version of o™, i.e., a; = ;. Then, a is an
increasing, cadlag, adapted process such that oy = 7 on {7 <t} and 7 = sup{t : oy = t}
thus the necessary condition in (b) is proved. O

Theorem B.2. Let 7 be a random time. Then, the following conditions are equivalent:
(a) T is an honest time;

(b) there exists an optional set I" such that 7(w) = sup{t : (w,t) € I'} on {7 < o0};

(¢) Z. =1 a.s. on {r < c0};

(d) T =sup{t: Z, = 1} a.s. on {7 < co}.

Remark B.3. For progressive enlargement with an honest time, the hypothesis (#’) is
satisfied, and the following decomposition is given in [17, Theo/rgm (5,10)]. Let M be an

FF-local martingale. Then, there exists an IF"-local martingale M such that:

_ tAT 1 t 1
M; = M, d{M,m)s — Tigory———
! t+/0 Z,_ (M, m) /0 >r 77~

d{M,m)s. (B.1)
For a thin honest time 7, the two decomposition formulas, first given in Theorem 4.1 and
second given in (B.1), coincide. It is enough to show that

t

t 1 > 1
Ljsry———d(X,1-m), =) :ncn/ Lgesr,y ——d(X, 2")s.
/O (> 77 2 T o

This is a simple consequence of the set inclusion {7 < s} N{r =T,} C {T,, =7, < s} and
Lemma C.4 (a):

s—

t 1 0 t 1
Tpooy ———d(X, 1 —m), = Lpasirer 1 ————d(X, 1 — m).
A s>y =5 UX, 1 —m) nz_:l/o e ( m)s

0t

1

- Z / ]1{s>r}ﬁ{‘r=Tn}Td<Xa Zn)s

n=1"0 Zs—
o0 t

1
= Z]]_Cn/ ﬂ{s>Tw,}Td<X7 Zn>8.
n=1 0 Zs—
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C Proofs and auxiliary results

Proof of Lemma 1.5 (a) Define, for any n > 0, the F-stopping time
R" :=inf{t > 0: 2z = 0}. (C.1)

As 2" is a positive cadlag martingale, by [26, Proposition (3.4) p.70], it vanishes on
[R", oo[. Since 2" is bounded, 27 exists and:

{R" < >0} = {%I;(f)zf O} = {zl, =0}.

Moreover, the equality 0 = E[z, 1 (.n —0}] = E[l¢, 1{.» —o;] implies that C,, N {2, = 0}
is a null set, so as well C), N {inf; z}* = 0} is a null set. We obtain that z” > 0 and z” > 0
a.s. on C,,.

(b) The proof is based on monotone class theorem and we focus on a generator. The
inclusion (o, Fu V o(Cy, N{T,, < s}, s <u, n > 1) C F] follows since 7 and T;, are
IF"-stopping times, therefore {r =T, < x0} € }'% and {r =T, < oo} N{T,, < s} € FI.
The reverse inclusion is due to {7 < s} = o, C,, N {T, < s}.

(c) By (a) and the monotone class theorem, for each G € F] there exists F' € F; such
that, for any n > 1,

Gn{T, <t}nCp,=Fn{T, <t}nC,. (C.2)

Then, using the fact that 7;, is an [F-stopping time, we have to show that

E [X1g>ryn0.20 1 F ] = Lustane, B (X Lpsr,yn0, ] F) -

For any G € F], we choose F' € F; satisfying (C.2), and we obtain

E [XLysrync.nr Elle, | F)
E [1{;>7,)nr E[Lc, [ E[X1c, |F]
=E [1y>1,yn0.nr E[X1c, | F]]
| Fi

E [X]l{tZT,,L}mC,mG 2 ]

Ly>7,3n0.n¢ E[X1c,

which ends the proof, taking into account that z;* > 0 on C,,. O

The next result gives the supermartingales Z and Z of a thin time and their decompo-
sitions into an IF-martingale m and the increasing process A° in terms of an exhausting
sequence and martingale family of 7. This is useful to check certain properties of thin
(honest) times (we refer the reader to Sections 4.2 and 3).

Proposition C.1. Let 7 be a thin time with exhausting sequence (T,),>0, partition
(Cn)n>0 and martingale family (2"),>0. Then:

(a) 1—Z, >0a.s. on{r < oo},

(b) Ze = S0l oMpery2ls Ze = Yoo Mperyal, A? = Yoo lgsr,y25, and my =
Zn 0 ZINT,, -

Proof. (a) We have Z - 1l{, .o}y = > oo l¢, Zr, and, on {T;, < oo}, we have
1-— ZTn = IP(T S Tn|}—Tn) 2 IP(’T = Tn|~7:Tn) = Z%ﬂ.

Combined with Lemma 1.5 (a), this implies that 1 — Z; > 0 a.s. on {r < o0}.
(b) Deriving the form of Z and Z is straightforward. To compute A°, note that for any
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F-optional process X, one has, setting H" = 17, o[,

o0
E X, dA?| = E XodA,| = E[X reo)) = Y B [X1, 25 11, <o}
[0100) [0,00) n=1
= Y E stgng] :
n—1 [0,00)
The form of m follows by (1.1). O

For i € {1,2}, corresponding to the thin part 7; and the thick part 7> of a random time
7, we define A’ := 1, . Then A"? and A" are respectively the FF-dual predictable

projection and the F-dual optional projection of A'. Let us denote by Z¢ and Z' the
supermartingales associated with 7;. Then, the following relations hold.

Proposition C.2. Let 7 be a random time and (71, 72) its thin-thick decomposition.
(a) The supermartingales Z and Z can be decomposed in terms of the supermartingales
Z', Z? and Z', Z? as:

Z=27"4+2>-1 and Z=2"+27%-1.
(b) The dual optional projection A° can be decomposed as
A° = Al,o + AZ,O _ Al,p + A2’O.
(c) The dual predictable projection AP can be decomposed as
AP = ALP 1 A%2P — ALo 4 AZP,

Proof. The result follows from 1, o[ + Lr,,00] = L{r,00] Which holds since 71 V 75 = o0,
and by Theorem 2.2. O

Lemma C.3. Let 7 be a random time and (1, 72) its thin-thick decomposition. Let (T},)n>0
be an F-exhausting sequence, (Cy,),>o an F-partition and (2"),,>o an F-martingale family
of the IF-thin time 7. Then, for any t > 0,

P(Cn‘ftﬁ):]l{xﬁ}% forall n>0,
i

. 1—271
]P(Tl > t‘ftz) =1- ]1{t<7'2} 72 . )
t
. 1—- 272
P(ry > t|F) =1~ ﬂ{t<n}721 L
t

Proof. Let us compute P(C,,|F{?) on the two sets before m and after 7 separately as
follows:
(Cn N {t < 2} F1)

IP(t < T2|]‘—t) '

) P
P(Ch|F?) = W<y P(Cr|Fi V o(12)) + Njicryy

Then, taking into account that C,, = {r; = T,, < oo} and 7; V 72 = 00, one has on the one
hand
l{ngt}]P(C’M}—t Vo(r)=Pn =T, <oco,m <t|lFVao(r)) =0,

and, on the other hand,

P(Cy N {t < 12} Fr) = P(Cu|F) = 2"
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Therefore, the first equality holds.

By symmetry, we only prove the second identity and we skip the third one. Similarly
as before we compute P(m; > t|F;?) on the two sets before 7, and after 7, separately as
follows:

IP(TQ >t > tl]‘})
]P(TQ > t|.7:t)

IP(Tl > t|]:tTQ) = ]l{.,.gét}]P(Tl > t‘]‘—t V J(Tg)) + Il{t<.,.2}

Then, on the one hand, taking into account that 7, V 75 = oo,
Lir,<yP(m1 > t|F Vo(r)) =P(n >t > 1|F Vo(r)) =Pt > n|F Vo(r)) = Li,<y,
and, on the other hand, by 7 A 75 = 7 and Proposition C.2 (a),
P(ry > t, 70 > t|F) =P(r > t|F) =2, = Z} + Z7 — 1.
Therefore,
Zi+ 72 -1
z}

and the result follows. O

P > t177?) = Lz <oy + D<)

Lemma C.4. Let 7 be a thin honest time, 1; be associated with T as in Definition 3.1 and
(T)n>0 be an exhausting sequence of 7. Then:

(@ on{T,, =7} ={T,, =7 < t}, wehave z{' =1~ Z;, A} = 2} and 1 —m; =z’ — 2.,
foreachn > 1;

(b) on {T, <t} we have z;' = l;,—1,;(1 - Z,) and z' = Uyr,—7,3(1 — Z;_) for each
n > 1; in particular
1-— Zt = Z ]1{7't=Tn<t}(1 — Zt) and 1-— th = Z :n-{‘rtzTn<t}(1 — Zt,).
n=1

n=1

Proof. (a) Using properties of 7;, we deduce that

where the first equality is due to 7 < ¢, the third one follows by 7, = 7 on {7 < ¢t} and
the last one is true since 7,, A t and 7 are two F;-measurable random variables and

{Tn:Tt}Z{Tn:Tt <t}U{Tn:Tt:t}
={{Twont=n}tn{n<t}}U{{T. =t} n{n =1t}}.
The dual optional projection of a thin time satisfies
g, -7y A7 = Z Ly, —ry, To<ty 20, = LT —r ) 21,
k=1
where the second equality is due to the fact that, for n # k, we have

]l{Tn:n,Tkgt}Zﬁ = Wyp, =y B =gy, <3| Tk)
= :n'{TnZTt:Tk}E(]l{T=TkSt}|Tk) =0
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since T,, and T} have disjoint graphs and 7 is an honest time. Combining the two previous
points, we conclude that 1 —m; =1 — Z; — Af = 23" — z7. on the set {T}, = 7 }.
(b) Again using properties of the random variable 7;, we derive

Lip, ezl =P(r=Tp =7 < t)F) = Lper ey (1 — Z2),
H{Tn<t}zli = IP(T =T, =7 < t‘]‘—t,) = H{Tn:.,-t<t}(1 — Zt,).

Then, Proposition C.1 (b) completes the proof. O
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