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Prediction of fractional processes with long-range dependence
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Abstract. We introduce a class of Gaussian processes with stationary increments
which exhibit long-range dependence. The class includes fractional Brownian motion
with Hurst parameter H > 1/2 as a typical example. We establish infinite and finite
past prediction formulas for the processes in which the predictor coefficients are given
explicitly in terms of the MA(oco) and AR(o0) coefficients.

Key words: Predictor coefficients, prediction, fractional Brownian motion, long-range
dependence.

1. Introduction

Let (X(t) : t € R) be a centered Gaussian process with stationary in-
crements, defined on a probability space (€2, F, P), that admits the moving-
average representation

X(t) = /OO (g(t— ) — g(—s)}dW(s), teR, (1.1)

where (W (¢) : ¢ € R) is a Brownian motion, and ¢(¢) is a function of the
form

g(t) = /0 c(s)ds, teR, (1.2)

c(t) := I(0,00) (1) /000 e u(ds), teR, (1.3)

with some Borel measure v on (0, 00) satisfying

/00o 1 i v(ds) < oo. (1.4)

We will also assume some extra conditions such as
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tlir(gl+ c(t) = oo, (1.5)
1

t) ~ tH=02 4y —— t 1.6

g(t) ()F(%JFH) — 00, (1.6)

where /(t) is a slowly varying function at infinity and H is a constant such
that

1/2< H < 1. (1.7)

In (1.6), and throughout the paper, a(t) ~ b(t) as t — oo means
lim; o0 a(t)/b(t) = 1. We call ¢(t) (as well as g(t)) the MA(co) coefficient
of (X(t)). We remark that, in the prediction formulas for (X (¢)) which we
consider in this paper, ¢(t) becomes more relevant than g(t).

A typical example of v is

sin{r(H — 1)

v(ds) = }3(1/2)_Hds on (0, 00) (1.8)

™

with (1.7). For this v, g(t) becomes

1

-_ t € R, 1.9
I'(3+H) (1.9)

g(t) = I(g 00y (t)t7 (/2

and (X (t)) reduces to fractional Brownian motion (Bg(t)) with Hurst pa-
rameter H (see Example 2.3 below). Fractional Brownian motion, abbrevi-
ated fBm, was introduced by Kolmogorov [K|. For 1/2 < H < 1, fBm has
both self-similarity and long-range dependence (Samorodnitsky and Taqqu
[ST]), and plays an important role in various fields such as network traffic
(see, e.g., Mikosch et al. [MRRS]) and finance (see, e.g., Hu et al. [HOS]);
see also Taqqu [T] and other papers in the same volume. Because of its
importance, stochastic calculus for fBm has been developed by many au-
thors; see, e.g., Decreusefond and Ustiinel [DU], and Nualart [N]. Grecksch
and Anh [GA] introduced Hilbert space-valued fBm and the corresponding
stochastic calculus. Duncan et al. [DMP] and Tindel et al. [TTV] studied
stochastic evolution equations with fBm in Hilbert spaces. Other important
examples of (X(t)) are the processes with long-range dependence which,
unlike fBm, have two different indices Hy and H describing the local prop-
erties (path properties) and long-time behavior of (X (t)), respectively (see
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Example 2.4 below).
Let tg, t1 and T be real constants such that

—0 < =t <0<ty <11<C>O7 —to < t1. (110)

For I = (—o00, 1] or [—to, t1], we write Py X (T) for the predictor of the future
value X (T') based on the observable (X(s) : s € I) (see Section 3 below).
One of the fundamental prediction problems for (X (¢)) is to express Pr.X (T')
using the segment (X (s) : s € I) and some deterministic quantities. Another
is to express the variance of the prediction error Pi- X (T) := X(T)—P; X (T).
Results of this type become important tools in the analysis of non-Markovian
processes and systems modulated by them (see, e.g., Norros et al. [NVV],
Anh et al. [AIK], Inoue et al. [INA] and Inoue and Nakano [IN]). One of
our main purposes here is to derive such results for (X(¢)).

We establish the following infinite and finite past prediction formulas
for (X(t)) (see Theorems 3.8 and 4.12 below):

t1

Py X(T) :X(t1)+/ {/0“1 b(tl—s,T)dT}dX(s), (1.11)

—00
t1

Py X(T) :X(t1)+/ {/OTtl h(s~|—t0,u)du}dX(s). (1.12)

—to
The significance of (1.11) and (1.12) is that the predictor coefficients b(¢, s)
and h(t,s) are given explicitly in terms of the MA(co) coefficient ¢(¢) and
AR(o00) coefficient a(t), to be defined in Section 3.1, of (X (¢)). The integral
of a(t) is in fact the coefficient of an AR(00)-type equation describing (X (t))
(see Section 5). We will find that a(t) has a nice integral representation
similar to (1.3) (see (3.3) below). It turns out that the existence of such a
nice AR(00) coefficient, in addition to the nice MA(o0) coefficient, is a key
to the solution to the prediction problems above.

For fBm with 1/2 < H < 1, the predictor coefficients b(¢, s) and h(t,s)
are given in Gripenberg and Norros [GN]. See [NVV] and [NP] for different
proofs. Fractional Brownian motion has a variety of nice properties, and
the methods of proof of [GN], [NVV], [NP] naturally rely on such special
properties of fBm, hence are not applicable to (X (¢)). The method of this
paper is based on the alternating projections to the past and future (see
Section 4.1 below). As for fBm with 0 < H < 1/2, its infinite and finite
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past prediction formulas also exist, and are due to Yaglom [Y] and Nuzman
and Poor [NP], respectively (see also Anh and Inoue [AIl]).

In Inoue and Anh [TA], a class of processes (X (t)) of the same form

X’(t):/_oo (6t —s) — 8(—s)}dW(s), teR, (1.13)

as (1.1) are introduced. Unlike ¢(¢) in (1.1), however, the kernel é(t) itself
is assumed to be of the form

&(t) = I(0,00) (t) /O b e "5 (ds), t € R, (1.14)

with a Borel measure 7 on (0, 00) satisfying some suitable conditions. This
class of (X (t)) includes fBm with H € (0,1/2) as a typical example. Notice
that é(t) in (1.14) (resp., ¢g(t) in (1.1)) is decreasing (resp., increasing) on
(0,00) as t1=(/2) with H € (0,1/2) (resp., (1/2,1)) is. In [TIA], prediction
formulas for (X(t)) are proved, extending the results for fBm with H €
(0,1/2) stated above. These prediction formulas for (X (t)), including those
for fBm with H € (0,1/2), have different forms from (1.11) and (1.12), in
that no stochastic integrals appear there.

We provide the basic properties and examples of (X (¢)) in Section 2.
We consider the infinite and finite past prediction problems for (X (¢)) in
Sections 3 and 4, respectively. Finally in Section 5, we remark on the
AR(00)-type equations describing (X (¢)) and (X (t)).

2. Basic properties and examples

In this section, we assume (1.2)—(1.4) and

/00 c(t)?dt < oo. (2.1)

Then, as in [IA, Lemma 2.1], we have [~ [g(t — s) — g(—s)|?ds < oo for
t € R. Therefore, for a one-dimensional standard Brownian motion (W(t) :
t € R) with W(0) = 0, we may define the centered stationary-increment
Gaussian process (X(t) : t € R) by (1.1).

For s > 0 and t € R, we put A;X(t) :== X(t +s) — X(¢). Then, by
definition, (AsX (¢) : t € R) is a stationary process.
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Lemma 2.1 Let s € (0,00). We assume (1.6) and (1.7). Then

BIAX(D)- A X (0)] ~ 2122, SL G2l = )}y

s

Since —1 < 2H — 2 < 0 in Lemma 2.1, we see from this lemma that
(AgX(t)), whence (X(t)), has long-range dependence.
We put o(t) := E[|X(t + s) — X(s)[?]'/? for t > 0 and s € R.

Lemma 2.2 Let Hy € (1/2,1) and {y(-) a slowly varying function at
infinity. We assume

g(t) ~ tHo=/2p (1 /1) - t—0+. (2.2)

(% + Hy)’

1
2

Then
o(t) ~ oy (1/t)\/v(Hy), t— 0+,

where v(Hy) := T'(2 — 2Hy) cos(nHy) /{mHo(1 — 2Hy)}. In particular, we
have

Ho =sup {3 :0(t) = o(t?), t—>0+}:inf{ﬁ:tﬁ =o(o(t), t = 0+ }.

From Lemma 2.2, we see that the index Hy describes the path properties
of (X (t)) (see Adler [A, Section 8.4)).

By the monotone density theorem (cf. Bingham et al. [BGT, Theorem
1.7.5]), (1.6) with (1.7) implies

1
c(t) ~ tT1=G/2 () . t— 0. (2.3)
T(H - 3)
Similarly, (2.2) implies
1
c(t) ~ tHo=C2 1 /t)  ————. t—0+. 2.4
(0 ) ST (2.4

Lemmas 2.1 and 2.2 follow from (2.3) and (2.4), respectively, by standard
arguments. However, since we do not use these results, we omit the details.

Example 2.3 For H € (1/2,1), let v be as in (1.8). Then we have (1.9);
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and so all the conditions above are satisfied. The resulting process (X (t))
is fBm (B (t)):

1 [&.9]
By(t) = ——— t— H=Q/2) _((—s) V=W Vaw (s), (2.5
W) = Fre | () (=8) )"0/} (s), (25)
where (2)4 := max(0,z) for z € R. The representation (2.5) of {Bm is due
to the pioneering work of Mandelbrot and Van Ness [MV].

Example 2.4 Let f(-) be a nonnegative, locally integrable function on
(0,00). For Hy, H € (1/2,1) and slowly varying functions ¢o(-) and ¢(-) at
infinity, we assume

f(S) ~ Sin{ﬂ-(HO — %)}5(1/2)7115(1/8),

s — 04,
T
i _1
£(s) ~ sin{m(Ho 2)}3(1/2)_H°€0(3), S 5 00
T

Let v(ds) = f(s)ds. Then, by Abelian theorems for Laplace transforms
(cf. [BGT, Section 1.7]), we have (2.3), whence (1.6). Similarly, we have
(2.4), whence (2.2). Thus all the conditions above are satisfied. As we have
seen above, the indices Hy and H describe the path properties and long-time
behavior of (X(t)), respectively.

3. Infinite past prediction problems

In this section, we assume (1.1)—(1.5), (2.1) and

tlinolog(t) = 00. (3.1)
Notice that, for the processes (X (t)) in Examples 2.3 and 2.4, all these
conditions are satisfied. We also assume (1.10).

We write M (X) for the real Hilbert space spanned by {X(¢) : t € R}
in L?(Q,F, P), and || - || for its norm. Let I be a closed interval of R such
as [—to,t1], (—o0,t1], and [—tg,00). Let M;(X) be the closed subspace of
M (X) spanned by {X (t) : t € I}. We write Pr for the orthogonal projection
operator from M (X) to M(X), and Pj for its orthogonal complement:
Pt+Z = 7 — P1Z for Z € M(X). Note that, since (X(t)) is a Gaussian
process, we have PrZ = E[Z|o(X(s) : s € I)].
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3.1. MA and AR coefficients

The conditions (1.5) and (3.1) imply v(0,00) = oo and [~ s™'v(ds) =
00, respectively. Therefore, by [IA, Theorem 3.2], there exists a unique Borel
measure 4 on (0,00) satisfying

| >
/ p(ds) < oo, (0, 00) = o0, —p(ds) = oo
0

1+s 0o S
and
—iz{/ eiZtc(t)dt}{/ eiZta(t)dt} =1, Sz >0, (3.2)
0 0
with
a(t) = / e Stu(ds), t>0
0
We define
dO[ > —st
a(t) := _E(t) = e “su(ds), t > 0. (3.3)
0

We call a(t) (as well as a(t)) the AR(c0) coefficient of (X (t)) (see Section 5
for background). We define the positive kernel b(¢, s) by

b(t,s) := / c(u)a(t + s — u)du, t,s > 0.
0
Then, by [IA, Lemma 3.4], the following equalities hold:
/ b(t,s)dt =1, s >0, (3.4)
0

t
c(t+s) = / c(t —u)b(u, s)du, t,s > 0. (3.5)

0

3.2. Stochastic integrals
Let I be a closed interval of R. We define
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f is a real-valued measurable function on [ such}

)= {f bt [ L) )du}ds < oo

This is the class of functions f for which we can define the stochastic inte-
gral [, f(s)dX(s). We notice that, by Lemma 5.2 below, the function ¢(t),

whence H;(X), is uniquely determined by (X (t)). We define a subclass H?
of H I (X ) by

0 lis / meN, —co <ty <ty < <ty <00
e kz_:lak (tr-1.0](3) with (to,tm] CI,ap e R (k=1,...,m) [~
Each member of f € HY? is a simple function on I.

Definition 3.1 For f =", arlg, 4] € HY, we define

/f )dX (s Zak{X tr) — X (te—1)}.

We see that [, f(s)dX(s) € M;(X) for f € HY.
Proposition 3.2  For f € HY, we have

/If(s)dX(s)—/ {/f clu—s du}dW(s). (3.6)

Proof. For —oco < a < b < oo with (a,b] C I, we have
X(b) — X(a) = / {/I((Lb] (u)e(u — s)du}dW(s),
—00 I

which implies (3.6) for f = I(43). The general case follows easily from this.
O

Proposition 3.3  Let f € H;(X) such that f > 0, and let f,, (n =1,2,...)
be a sequence of simple functions on I such that 0 < f, T f a.e. Then, in

M(X),
Jim. _an<s)d / {/f u—sdu}dW(s).
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Proof. By Proposition 3.2 and the monotone convergence theorem, we have

| [ oot [ [ st v

< /Oo {/I(f(u) — fn(u))e(u — S)du}2d8 10,  n—oo

—00

2

Thus the proposition follows. [l

For a real-valued function f on I, we write f(x) = f*(x)— f~(z), where

fT(x) :=max(f(z),0), f (z):=max(—f(z),0), xel.

Definition 3.4 For f € H;(X), we define

/f(s)dX(s) = lim [ f7(s)dX(s) — lim [ f,(s)dX(s) in M(X),
where {f;7} and {f, } are arbitrary sequences of non-negative simple func-
tions on I such that fF 1 f*, f 1 f~, as n — oo, a.e.

From the definition above, we see that [, f(s)dX(s) € M(X) for f €
H;(X). The next proposition follows immediately from Proposition 3.3.

Proposition 3.5 The equality (3.6) also holds for f € Hi(X).

3.3. Infinite past prediction formulas

We denote by D(R) the space of all ¢ € C*°(R) with compact support,
endowed with the usual topology. For a random distribution Y (cf. [I12, Sec-
tion 2] and [AIK, Section 2]), we write DY for its derivative. For ¢ € R, we
write M(_oo 4 (Y") for the closed linear hull of {Y(¢) : ¢ € D(R), supp¢ C
(—o0,t]} in L3(Q, F, P). Notice that M;(X) here coincides with that defined
above.

As in [TA, Proposition 2.4], we have the next proposition.

Proposition 3.6 The derivative DX of (X (t)) is a purely nondetermin-
istic stationary random distribution, and (W(t) : t € R) is a canonical
Brownian motion of DX in the sense that M(_o (DX ) = M(_o #(DW)
for every t € R.

See Section 5 for the proof.



166 A. Inoue and V. V. Anh

Here is the infinite past prediction formula for [ f(s)dX(s).

Theorem 3.7 Fort € [0,00) and f € Hj; o) (X), the following assertions
hold:

fo f(t—l-T)dTEH( oot]( )
(b) P(—oo,t] ft = [L AT T)f(t+7)dr}dX (s).

Proof.  Since f € ’H[t’oo)(X) iff |f| € H[t,oo)(X), we may assume f > 0.
Since

c(u) =0, t <0, (3.7)

it follows from (3.5) and the Fubini-Tonelli theorem that, for s < t,
00 t—s
/ fu)e(u —s du—/ de(t+T)/ c(t —s—u)b(u, 7)du
0 0

= / duc(u — s) /OOO bt —u,7)f(t+7)dr.  (3.8)

— o0

Thus we obtain (a). By Proposition 3.6 and [AIK, Proposition 2.3 (2)], we
have

Mo (X) = M(_ oo (DW). (3.9)

This and Proposition 3.5 yield

P(oot/ F(s)dX (s / {/ Fu u—s)du}dW(s).

By (3.7), (3.8) and Proposition 3.5, the integral on the right-hand side is

/_too { /_too duc(u — s) /000 b(t —u,7)f(t+ T)dT}dW(s)
- /_; { /OOO b(t —s,7)f(t + T)dT}dX(s).

Thus (b) follows. O
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By putting f(s) = I, 7)(s) in Theorem 3.7 (b), we immediately obtain
the next infinite past prediction formula for (X (t)).

Theorem 3.8 Let 0 < t; < T < oo. Then fOTftl b(ty — -, 7)dr €
H(—o0,t,1(X) and the infinite past prediction formula (1.11) holds.

Using the Hilbert space isomorphism 6 : M (X) — M (X) characterized
by 0(X(t)) = X(—t) for t € R, we obtain the next theorem from Theorem
3.7 (see the proof of [AIK, Theorem 3.6]).

Theorem 3.9 Fort € [0,00) and f € H,00)(X), the following assertions
hold:

a) [ b(t+- Tf(t-f-T)dTEH[ t,00) (X).
(b ) Pr_t.00) fioof (—s)dX f {fo (t+s,7)f(t+7)dr}dX(s).

As in [AIK, Definition 2.2], we define another Brownian motion (W*(t) :
t € R) by

W*(t) := 0(W(—t)), teR. (3.10)

Proposition 3.10 Let I be a closed interval of R and let f € H;(X).

Then
/If(s)dX(s):/ {/f s—udu}dW*(s).

The proof of Proposition 3.10 is the same as that of [AIK, Proposition
3.5], whence we omit it. We need Theorem 3.9 and Proposition 3.10 in the
next section.

Example 3.11 As in Example 2.3, we consider fBm (By(t)) with 1/2 <
H < 1. Then the MA(00) coefficient ¢(t) is given by

1
=162 __—_ >0, 3.11

so that [ e*tc(t)dt = (—iz)M/D~H for Sz > 0. From (3.2), we have

/ zzt ()dt ( iZ)H_(3/2).
0
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Hence, a(t) = tW/2=HT(3 — H), so that the AR(co) coefficient a(t) is
given by

a(t) =t~ H+1/2) t>0. (3.12)

By the change of variable u = sv, f;(s—u)H_(?’/Q) (t+u)~7=(/2) gy becomes

1
GH—(1/2)~H-(1/2) / (1= o) H=G2 1 4 (5/1)0}T=(/2) gy
0

1 s H—(1/2) 1
:(H—§)<t> t+s’

where we have used the equality

1
1
1—o)P YA 4a2v) P ldo = ——, p>0, z>-—1.
| a=ortasa T
Thus
; H-_1L H—(1/2)
b(t,s):w(s) . t>0,5>0  (3.13)
T t t+s

and so, from Theorem 3.8, we see that, for 0 <t < T,

E[By(T) | o(Bu(s) : —oo < s <t)]

o SB[ ()"

This prediction formula was obtained in [GN, Theorem 3.1] by a different
method.

4. Finite past prediction problems

In this section, we assume (1.1)—(1.7) and (1.10). Notice that (1.6) with
(1.7) implies (3.1) as well as (2.3), whence (2.1). For ¢, t1, and 7" in (1.10),
we put
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to :=tg+1t1, tz3:=T —1t;.

4.1. Alternating projections to the past and future
For n € N, we define the orthogonal projection operator P, by

P, n=13,5,...,
P, =
P_i),00), n=2,4,6,....

It should be noted that { P, }>2 ; is merely an alternating sequence of projec-
tion operators, first to M(_ +,1(X), then to M|_; o)(X), and so on. This
sequence plays a key role in the proof of the finite past prediction formula
for (X()).

For t,s € (0,00) and n € N, we define b, (t,s) = by,(t, s;t2) iteratively
by

bi(t,s) = b(t,s),
(4.1)

by (t,s) = / b(t,u)by,_1(te +u,s)du, n=2,3,....
0
Proposition 4.1  For f € Hy, o) (X), the following assertions hold:

(a) fooo bu(ts — - 7)f(t1 +7)dT € H(—oo,(X) forn =1,3,5,....
(b) fooo bn(to+ -, 7)f(t1 + 7)dT € H[—to,oo)(X) forn =2,4,6,....

Proof. We may assume that f > 0. By Theorem 3.7, (a) holds for n = 1.
By the Fubini—Tonelli theorem, we have, for s > —tg,

/ dub(tg + s, u)/ by (te +u,7)f(t1 +7)dT
0 0

= /00 ba(to + s, 7)f(t1 + 7)dT.
0

Hence, by Theorem 3.9, we have (b) for n = 2. Repeating this procedure,
we obtain the proposition. O

Let f € Hp, ) (X). By Proposition 4.1, we may define the random
variables G,,(f) by
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/tl { /OOO bn(ty — 5,7) f(t1 + T)dT}dX(s), n=1,3,...,

_tO

/tl {/000 b"(tOHvT)f(tl+T>d7}dX(s), n=24,....

_tO

We may also define the random variables €, (f) by € (f) := f:o f(s)dX(s)

and
/_ ’ {/Oobn(tl —s5,7)f(t1 —|—T)dT}dX(S), n=123,...,
0

— 00

()= T
/tl {/0 bn<to+sm>f<t1+T)d7}dX<s>, n=24,....

Proposition 4.2 Let f € Hy, )(X) and n € N. Then

PPy P [ X = D)+ YGRS (42)
k=1

t1
We can prove (4.2) using Proposition 4.1 and the facts

Mi_4y.4,1(X) C M(_oo4,1(X) N M_y 00y (X), (4.3)
Gr € Mi_yy1)(X), k=12, .. (4.4)

Since the proof is similar to that of [AIK, Proposition 4.4], we omit the
details.

We are about to investigate the limit of (4.2) as n — oo (see Lemma
4.9 below).

For f € Hjt, o) (X) and s > 0, we define D, (s, f) = Dn(s, f;t1,t2) by

/Ooc(u)f(t1+s+u)du, n =0,
Dafs, ) =" .

/ duc(u)/ bp(te +u+s,7)f(t1 +7)dr, n=1,2,....

0 0

From the proof of the next proposition, we see that these integrals converge
absolutely. Recall (W*(¢)) from (3.10).
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Proposition 4.3  Let f € Hy, o) (X). Then

D, (s —ty, f)dW (s), n=0,2,4,...,
ty
P?i_—&—len(f) = “to
D, (—to— s, f)dW*(s), n=1,3,5,....

Proof. By (3.9) and Proposition 3.5,

o0

Pral - [ 1°° {7 stwetu=saubaws) = [ Dots =, paws),

ty

Thus the assertion holds for n = 0. Let n =1,3,.... Then, by Proposition
3.10,
[e’e] —to [e'¢]
en(f) = / {/ duc(s — u)/ ba(tr — u, 7) (b1 + T)dT}dW*(s).
—00 —00 0

Hence, using [AIK, Proposition 2.3 (7)] and (3.7),
PnJrlen(f

_ to{ Ooduc s — u) /OOO b (t1 —u,T)f(t1+T)dT}dW*(s)
= to{ Oooduc / by (te +u—tg — s, r)f(t1+r)dr}dW()

= D (—to — s, f)dW™*(s).

— 00
Thus we obtain the assertion for n = 1,3,.... The proof for n =2,4,... is
similar; and so we omit it. U

From Propositions 4.2 and 4.3, we immediately obtain the next propo-
sition (cf. the proof of [AIK, Proposition 4.9]).

Proposition 4.4  Let f € Hy, o0)(X). Then the following assertions hold:
(&) [I1P© [ f()dX ()1 = 5~ Dols, f)*ds.
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(b) I, +1P PoyoPyf f(8)dY ()2 = [§7 Du(s, f)%ds for n =
1,2,...

We write @ for the orthogonal projection operator from M (X) onto
the intersection M(_o4,1(X) N M[_4) 00)(X). Then, by von Neumann’s
alternating projection theorem (see, e.g., [P, Theorem 9.20]), we have
Q = slimy, o P,Py—1---P;. Using this, (4.3) and Proposition 4.4, we
immediately obtain the next proposition (cf. the proof of [AIK, Proposition
4.9 (3))).

Proposition 4.5  Let f € Hy, o0)(X). Thenlimy oo [ Dn(s, f)?ds = 0.
We need the next proposition.

Proposition 4.6  Let f € Hy, o) (X). Then, fort >0 andn =0,1,...,
we have

/OO bpt1(t,7)f(t1 + 7)dr = /OO a(t +u)Dy(u, f)du
0 0

Proof. We may assume f > 0. By the Fubini-Tonelli theorem, we have,
for t > 0,

/Ooo bi(t,7)f(t1 +7) /000 { / e(t —u)a(t + U)du}f(t1 +7)dr
:/Oooa (t +u) {/OOOC(T)f(t1+u+T)dT}du

= /o a(t +u)Do(u, f)du

Thus the assertion holds for n = 0. Now we assume that n > 1. Since we
have

an(t,T):/ a(t+v){/ c(u)bn(t2+u+v,7)du}dv, t,7 >0,
0 0

we obtain the assertion, again using the Fubini—Tonelli theorem. Il

For ¢,s > 0, we define k(t,s) = k(t, s;t2) by
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k(t,s) = /Ooo c(t +u)a(te +u+ s)du.

Notice that k(t,s) < oo for t,s > 0 since k(t, s) < c(t) ft(:jrs a(u)du.

Proposition 4.7  Let f € Hy, o) (X). Then

/tl {/Oook(tl = 8,u)Dp1(u, f)dU}dW(s), n=24,...,

Prien(f) = 700 o
/ {/ k(tg—l—s,u)Dn1(u7f)du}dW*(s), n=13,....
—to UJo
Proof. We assume n = 2,4,.... Then, by Propositions 3.5 and 4.6, we
have
Poyien(f)

_ /_; { /:O duc(u — ) /OOO b (o + u, 7) (11 + T)dT}dW(s)

— /tl { /OOO dve(ty — s+ ) /Ooo a(ty +v +u) Dy 1 (u, f)duv}dW (s)

t1 o0
_ / { / k(ty — 5,u) Dy (1, f)du}dW(s).
—o0 0
The proof of the case n =1,3,... is similar. O

We need the next L2-boundedness theorem.

Theorem 4.8 Let p € (0,1/2) and let £(-) be a slowly varying function
at infinity. Let C(-) and A(-) be nonnegative and decreasing functions on
(0,00). We assume C(-) € Li [0,00) and A(0+) < co. We also assume

loc
A(t) ~ =P (t)p, t — o0,

t=(=P)  sin(pm)
o(t) T

O(t) ~

and put K (z,y) := [ C(z +u)A(u + y)du for x,y > 0. Then
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Sup/ K(2,y)(z/y)"?dy < oo, sup/ K(z,y)(y/x)?de < .
z>0.J0 y>0.J0

In particular, the integral operator K defined by (Kf)(z) :=
fooo K(z,y)f(y)dy for x > 0 is a bounded operator on L?((0,00),dy).

We omit the proof of Theorem 4.8 which is similar to that of [IA, The-
orem 5.1].
By putting z = iy in (3.2), we get

y{ /OOO e—ytc(t)dt}{ /OOO e—yta(t)dt} =1, y>0.

By Karamata’s Tauberian theorem (cf. [BGT, Theorem 1.7.6]) applied to
this, (2.3) implies a(t) ~ ¢t~ H=2) /{¢(t)[((3/2) — H)} as t — oco. This and
the monotone density theorem give

=12 (- L
W) T3 -

a(t) ~ t — 0. (4.5)

T

) 9
The next lemma is a key to our arguments.
Lemma 4.9 Let f € Hp, o)(X). Then || (f)|| — 0 as n — oo.

Proof. Tt follows from (2. 3) (4 5) and Theorem 4.8 below that the integral
operator K defined by K f(t) fo s)ds is a bounded operator on
L?((0,00),ds). Hence, by Proposmons 4 3 4 5 and 4.7, we have

[e%s) e’} 2
lea(£)]? = / Dy ds—i—/ {/O k:(s,u)Dn_l(u,f)du} ds
/ Do ds—|—||K||2/ Dy 1(s, [)2ds — 0,  m— oo,

Thus the lemma follows. O
We can now state the conclusions of the arguments above.
Theorem 4.10 The following assertions hold:

(a) M[_to’tl](X) = M(—Ooytl](X) N M[—to,oo) (X)
(b) Pi_tgy) = s-limy oo Py Pp_y--- Pr.
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() P enZIIP = 1P 217+ 02 |(Pga) = Po - PLZ|? for Z € M(X).

We can prove Theorem 4.10 using Proposition 4.2 and Lemma 4.9. Since
the proof is similar to that of [AIK, Theorem 4.6], we omit the details.

4.2. Finite past prediction formulas
We define h(s,u) = h(s,u;ts) by

h(s,u) =Y {ba—1(ta — s,u) + bar(s,u)},  0<s<ty, u>0. (4.6)
k=1

Here is the finite past prediction formula for | :O f(s)dX(s).
Theorem 4.11  Let f € Hy, o)(X). Then the following assertions hold:

fooo to + - U)f(tl + u)du S H[ to,tﬂ(X)'
(b) P[ to0 I f dX o fo (to +s u) Ft 4+ u)du}dX (s).
(C t() tl] ftl H2 n 0 fO TL 2d5

Proof. We may assume that f > 0. By Theorem 4.10 (b), Proposition 4.2
and Lemma 4.9, we have, in M(X),

P01 /too f(s)dX(s) = lim P,Py,_1--- P, /too F(s)dX (s)

tl (o ]
= lim { / R (to +u,v) f(t; + v)dv}dX(s),
n—oo J_4 0

where, for 0 < s < ty and u > 0, we define h,(s,u) = hy,(s,u;ts) by
o bi(te — s,u) + ba(s,u) + -+ + byt —s,u), n=1,3,5,...,
s,u) =
by(te — s,u) + ba(s,u) + -+ + by(s,u), n=246,....

Since hy,(s,u) T h(s,u), we obtain (a) and (b) using the monotone conver-
gence theorem. Finally, (c) follows from Theorem 4.10 (c¢) and Proposition
4.4. U

For s,u > 0, we define D,,(s) = D, (s;t2,t3) by

o t3
D, (s) ::/0 duc(u)/o by (to +u + s, 7)dT, n=12....
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Here are the solutions to the finite past prediction problems for (X (t)).

Theorem 4.12  The finite past prediction formula (1.12) and the following
equality for the mean-square prediction error hold:

T—t4 o) o
HP[JLtO:tﬂX(T)W = /0 9(5)2d5 + Z/O Dn(S)st
n=1

Proof.  We put f(s) = I, 1(s). Thenft (s)dX(s) = X(T)—X(t1) and

3 t3
/ h(to + s,u) f(t1 + u)du = / h(to + s, u)du, —tp < s < 1.
0 0

We also have D, (s, f) = D,(s) for n = 1,2,... and Dy(s, f) = g(ts — s).
Thus the theorem follows from Theorem 4.11. O

5. AR(oco)-type equations

In this section, we consider the AR(oco)-type equations for (X(¢)) in
(1. 1) and ( (t)) in (1.13). For a Borel measure 7 on (0,00) satisfying
L 17(ds) < oo, we write

>~ 1
F.(z) := d\), Sz > 0.
(2) /0 o izT( ) Sz >0

First, we consider the process X = (X(¢)) in (1.1) with (1.2)—(1.5), (2.1)
and (3.1). Let fi(s):=g(t —s) —g(—s) = fi;s c(u)du for t,s € R.

Lemma 5.1 Lett € R. Then the Fourier transform of fi(-) in the L?-
sense is equal to (i&)~H(1 — e ) F,(€):

1— e—itf ] M .
(Zf)Fu(s) S T (5.1)
Proof. Since [*_|fi(s)|?ds < oo, the limit on the right-hand side of (5.1)
exists. Therefore it is enough to justify the following point-wise conver-
gence:
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—it M
Q= = m [ e fods. 40 (52)

i€ M—oo ] _n

Now, if —M <t < M, then

M .
/ e~ f,(s)ds
-M
M .
—/ dse_”5/ c(lu—s du—/ du/ ~8e(u — s)ds
-M
t ) u+M u+M
:/ due“‘g/ e"ee(v )dU:/ due™ wg/ e™Sc(v)dv
0 u—M 0 0

because u — M < 0 < u+ M for u between 0 and ¢, and ¢(s) = 0 for s < 0.
However,

t ) u+M )
/ due ™" / etc(s)ds
0 0

¢ A 00 | _ (i€~ (u+M)
:/ due”“‘g/ € . v(d\)
0 0 A—ig

—1
1— —ztE e~ Mu+M)
- (; eieM / du / V(d)),

so that, for £ # 0,

‘Mms)— / " e g, (0)ds

1§ -M

ooefAM
<t —uv(dX\) | 0, M — oo.
| g

Thus, (5.2) holds. O

For the Brownian motion W = (W (t)) in (1.1), let DW (¢) = [~ b(&)
Zpw (d§) with ¢ € D(R) be the spectral decomposition of DW as a statlon—
ary random distribution, where ¢(¢) := [75 e ¢(£)dE and Zpy is the as-
sociated complex-valued random measure such that E[Zpw (A)Zpw (B)] =

! [4ap € (see 1to [It]). By Lemma 5.1 and the Parseval-type for-
mula for the homogeneous random measure Zpy, we obtain X(t) =

S (1 = e7 ) /(i€)]F, (§) Zpw (dE), whence
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/ HOFAE) Zow(de), ¢ € D(R). (5.3)

Let ppx be the spectral measure of DX: E[X(¢)X ( f ¢
ppx(d€). Then, from (5.3), we see that ppx (d€) = (2m)~ 1|F (€ )|2d§ Thus
DX has the spectral density Apx (€) := (2m) 7Y F, (€)|?. Since, for 2 = z+iy
with y > 0, we have

R{F, ()} = / STY  ds) >0,

(s+y)? +a2

the function F,(z) is an outer function on the upper half plane Sz > 0:

L [* 1+ log|F,(¢)| &
F,(z )—exp{m/_OO R > df}, Sz > 0. (5.4)

In particular, Proposition 3.6 follows from this and (5.3).
We also have the next lemma.

Lemma 5.2 The following equality holds:

i _ 1 [ 14+& log|Apx(§) o
/0 e c(t)dt—\/ﬂexp{m/_oo e S df}, Sz > 0.

Proof. Since F,(z) = [ e®tc(t)dt and |F,(¢)| = {2rApx(£)}/?, the
lemma follows from (5 4). O

From Lemma 5.2, we see that the kernel ¢(+) is uniquely determined by
DX, whence (X(t)), as claimed in Section 3.2.

Let D2X := D(DX). For the AR(c0) kernel a(-) in Section 3.1, we de-
fine the convolution a*D? X, which is also a stationary random distribution,
by

M

(ax D*X)(¢) := Lim. a(u)D*X (1,¢)du, ¢ € DR), (5.5)

M—o0 0

where 7,¢(t) := ¢(t+u) and the integral on the right-hand side is an M (X)-
valued Bochner integral. Then, by [I12, Proposition 2.3] and (5.3), we have
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(@ 02x)(0) = - [ RO F (€)0() Zow (de).

—00

However, since (3.2) implies —i{F),(§)F,(§) = 1 for £ # 0, we see that X
satisfies

ax D?X = DW. (5.6)

More precisely, we have the next theorem.

Theorem 5.3  The process (X(t)) is the only stationary-increment process
with X (0) = 0 satisfying the following two conditions:

(1) the stationary random distribution DX is purely nondeterministic;
(2) (X (t)) satisfies (5.6).

The proof of Theorem 5.3 is similar to that of [AI2, Theorem 2.6],
whence we omit it. Notice that (5.6) can be written formally as the following
AR(oc0)-type equation:

a(t — s)——(s)ds = W(t) (5.7)

/t 22X, AW
ds?

Example 5.4 Let (Bg(t)) be the fBm in (2.5) with 1/2 < H < 1. Then,
by Example 3.11, we have a(t) = t(1/2)_H/F(% — H) for t > 0, whence (5.7)
becomes

1 ¢ 1 d’By dW
: ds = —(t).
(5 - H) /oo (s gz (e = g ()

Next, we turn to X = (X(t)) in (1.13) with (1.14). We assume that o
is a Borel measure on (0, c0) satisfying the following conditions:

/OOO 1 i G7(ds) <00, #((0,00)) = /Ooo %ﬁ(dS) = o0, /01 &(t)2dt < .

By [IA, Theorem 3.2], there exists a unique Borel measure fi on (0,00)
satisfying

o 1 ) .y
/0 1+ S/‘L(dS) < oo, [((0,00)) :/0 g#(ds) — o0,
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and —izFy(2)Fj(2) =1 for Sz > 0. If we define

a(t) == / e *'ji(ds), t>0,
0

then the last equality becomes

—iz{ /OOO eizté(t)dt}{ /Ooo eiztd(t)dt} =1, 3z > 0. (5.8)

By [IA, (2.3)], we have

DX(¢) = / T O (OF (O Zow (),  eDR),  (59)

whence, in the same way as the proof of [I1, Proposition 5.1], we get

oo

(6% DX)(6) = — / iEFa (O Fy (€ Zow (dS), ¢ € D(R),

— o0

where the convolution & DX is defined in the same way as (5.5). However,
since —i{F;(§)Fp (&) =1 for £ # 0, we see that (X (t)) satisfies

ax DX = DW. (5.10)

Notice that the equation (5.10) can be written formally as the following
AR(c0)-type equation:

3 a(t —s) 75 (s)ds = W(t) (5.11)

/t dX dw
We can also prove an analogue of Theorem 5.3 for (X (t)), which we omit in
this paper.

Example 5.5 Let (Bg(t)) be the fBm in (2.5) with 0 < H < 1/2. Then,

by [IA, Example 3.9], we have a(t) = t~(1/2=H /T(L — H) for t > 0, whence
(5.11) becomes

1 ¢ 1 dBy dW
/ =W,

. ds — ——
TA—H) ) G s =

1
2
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