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Abstract Let {L(z),¢ > 0} be a Lévy process with representative random variable L(1) de-
fined by the infinitely divisible logarithmic series distribution. We study here the transition
probability and Lévy measure of this process. We also define two subordinated processes. The
first one, Y (¢), is a Negative-Binomial process X (¢) directed by Gamma process. The second
process, Z(t), is a Logarithmic Lévy process L(¢) directed by Poisson process. For them, we
prove that the Bernstein functions of the processes L(¢) and Y (¢) contain the iterated logarith-
mic function. In addition, the Lévy measure of the subordinated process Z(¢) is a shifted Lévy
measure of the Negative-Binomial process X (r). We compare the properties of these processes,
knowing that the total masses of corresponding Lévy measures are equal.

Keywords Infinitely divisible logarithmic series distribution, Bernstein function, Lévy
process, change of time, compound Poisson process, Gauss hypergeometric function, Stirling
numbers, harmonic numbers, partial Bell polynomials
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1 Introduction

Let {L(z),t > 0} be a Lévy process with representative random variable L(1) de-
fined by the infinitely divisible logarithmic series distribution. The distribution of any
Lévy process is completely determined by the distribution of its representative ran-
dom variable, which is infinitely divisible [22]. The probability generating function
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(p.-g.f.) of the random variable L(1) is expressed by the Gauss hypergeometric func-
tion 7 F1(1, 1; 2; z) [10]. This makes the usage of enumerative combinatorics methods
indispensable in this study [19]. Thus, using the partial Bell polynomials we obtain an
explicit representation of the transition probability and Lévy measure of this process.
But, first of all, we distinguish two logarithmic distributions.

The logarithmic series distribution supported by positive integers N = {1, 2, ...}
was firstly introduced by R.A. Fisher, A.S. Corbet and C.B. Williams (1943) [9]. It
is not an infinitely divisible distribution. It is a Lévy measure for the well-known
Negative-Binomial process. The paper [9] represents an impressive combination of
empirical data and mathematical analysis, remaining a model for ecology today.

The logarithmic series distribution supported by nonnegative integers Z4 = {0, 1,
...} is a particular case of the Kemp generalized hypergeometric probability distribu-
tion (1956) [12]. Its infinite divisibility was proved by K. Katti (1967) [11]. Infinitely
divisible random variables with values in Z were first studied by Feller (1968) [8],
where it is shown that on Z the infinitely divisible distributions coincide with the
compound Poisson distributions. A historical review on the origin of infinitely di-
visible distributions “from de Finetti’s problem to Lévy—Khintchine formula” is pre-
sented by F. Mainardi and S. Rogosin (2006) [15].

At the present time, there are many works related to the topics of infinite di-
visibility and discrete distributions. Some of them are monographs of FEW. Steutel
and K. Van Harn [22], and N.L. Johnson, A.W. Kemp and S. Kotz [10]. Integer-
valued Lévy processes and their application in financial econometrics are developed
by O.E. Barndorff-Nielsen, D. Pollard and N. Shephard [1]. The compositions of
Poisson and Gamma processes are investigated by K. Buchak and L. Sakhno in [4, 5].
The consecutive subordinations of Poisson and Gamma processes realized on two se-
quences containing only four new processes are studied in [17]. It is shown there
how the additional randomness, caused by random time, is accumulated. The trans-
formation of the Poisson random measure and the jump-structure of the subordinated
process is described in [16]. Other interesting integer-valued Markov processes are
derived from Markov branching processes. In the model of branching particle system
with a random initial condition, we obtained distributions describing the number of
particles at time ¢, corresponding to the compound Poisson processes over the radius
of a flux of particles [18].

The subordination by Bochner is also developed in many books and articles re-
lated to applications in financial mathematics and functional analysis, see [20, 7].
There is a special Chapter 3 in [3] devoted to the subordinators. The Lévy measure
and potential kernel are also considered in [2]. The properties of the Bernstein func-
tions are studied in [21]. The theory of subordinators and inverse subordinators is
applied to study risk processes in insurance models by N. Leonenko et al. in [13, 14].

Our work in the topic is described in the following sections. In Section 2 we intro-
duce the infinitely divisible logarithmic series distribution and its m-fold convolution.
Our main tools of investigation are the Gauss hypergeometric function and partial
Bell polynomials, Stirling numbers and harmonic numbers. In Section 3 we present
two methods defining the transition probability of the Lévy process L(¢) — starting
with the Lévy measure or starting with p.g.f. F(r,s) = E[s“®] and its Taylor ex-
pansion. Then, in the following two Sections 4 and 5 we consider the subordinated
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processes Y (¢) and Z(¢). They are obtained respectively from the Negative-Binomial
process X (¢) directed by the Gamma one and the Logarithmic Lévy process L(¢) di-
rected by the Poisson one. In this study of subordinated processes, we proceed also
by two methods — either integrating the transition probability of the ground process,
as it is shown in [20], or constructing the compound Poisson process with a prior de-
fined Lévy measure. The Bernstein functions of the processes L(¢) and Y (¢) contain
the iterated logarithmic function. The Lévy measure of Z(¢) is a shifted Lévy mea-
sure of X (t). We compare the behaviour of all these processes in order to understand
better the place of the Logarithmic Lévy process in the picture of compound Poisson
processes. Several combinatorics identities arrive as auxiliary results. Finally, some
applications derived from studied processes are explained and demonstrated in Sec-
tion 6.

2 Infinitely divisible logarithmic series distribution and the Gauss hypergeo-
metric function

The Gauss hypergeometric function is defined in [10], page 20, for |z| < 1 by

o [clkr [dky 25
F 9 d; ; e - - - T 9
2Fi(c,d; g;2) g%[ﬂm 0

where the increasing factorial, known as Pochhammer’s symbol, is denoted as [c]xy =
clc+1)---(c+k—1),[cloy = 1. In particular,

o0
kKk! z& —log(l —2)
Fi(1,1:2:2) = £ _Tos Y
2F1( 2) kz_:o(k+1)!k! z

By definition, given in [22], Chapter 2, Example 11.7, the infinitely divisible random
variable L (1) with logarithmic series distribution has the probability mass function
(p-m.f.) supported by {0, 1, 2, ...} and given as follows:
1 O(k+]
P(L(1)=k 0 I,A=—log(l —a),k=0,1,.... (1
(L) =k) = Akrn JTos og(l —a) ey

The p.g.f. defined by F(1,s) = E[s“MD], |s| < 1,is

0 k+1 k
o (as) —log(1l — as)
F( — =
(1.5) = Z1<+1A Zk+1 As

and can be presented as follows:
> (aes)k A—«a

F(lL=20+6e). Gw=) == G)=
k=1

@)

We remark that the following simple representation is a starting point of the Taylor
expansion,
2Fi1(1,1;2;a8) = 14+ G(s).
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Let us denote the finite sum of random variables L1, L», ..., L,,, being independent
copies of L(1), as

L(m) = ZL,. 3)
j=1

By convolution of p.m.f. we express the probability distribution of the random vari-
able L(2) by means of the harmonic numbers as follows:

PLQ) = n) = a2 2a" ! 1 1 1 _0.1.2
_n_<z> ) +§+§+"'+m , n=0,1,2,....

Knowing the infinite divisibility of L (1) we write the p.g.f. of L(m) (3) by the power,
F(m,s) ={F(,s)}", namely:

—log(l —as)\"  /«a m
(T) = (Z(l—l—G(s))) )

We present here two methods on expanding F (m, s) as power series of s, expanding
only (—log(l — as))™, or with the binomial expanding of (% (1 + G(s)))™. For this
purpose, the function G(s) is presented as an exponential generating function:

akk!
k+1

o Sk
Ge) =) gy &= )
k=1 ’

For convenience, we denote the sequences by bullet, as it is shown in [19],

8o =(81,82,..).

Similarly, the sequences of the powers are expressed by a® = (a,a?,...), and in
particular: 1* = (1, 1,...). In both cases of expanding we use the Faa di Bruno
formula and the partial Bell polynomials B, x [19], allowing to express the power
[G (5)]F as follows:

k
GeNF 1 [ s/ > 5"
Ty ngﬁ =D Buk(ge) ©)
j=I n=k
where
Z n!gllCl gk
B i(ge) = .
’ 1INk .ok N (n)kn
F k) SHE DL REy M1 (71))

The sum is over all partitions of n into k parts, that is over all nonnegative integer
solutions (k1, k2, ..., k) of the equations:

ki +2ky+---+nk,=n, ki+ka+---+k,=k.
For example, B, 1(xs) = X5, Bn.n(xe) = (x1)" and

Bk (a®hx,) = a"b By i (xa). (©6)
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The falling factorials are defined as follows:

r 1
[”wzx@—U~%x—n+D=F§%$%B.

Let us denote the Stirling numbers of the first kind by |s(n, k)| and s(n, k), respec-
tively, — unsigned

|s(m, k)| := By k(e — 1)!) = B, (0, 11,21, ... ),
and signed s(n, k) depending on the parity of n — k given by
s, k) = (=D)"Fls(n, k).

The Stirling numbers of the first kind transform the factorials into powers,

n n

¥lap = D IsG, Ix*,  [xlay =Y s(n, k)xk. (7)

k=0 k=0
Thus, having these definitions and relations, the following useful lemma is formulated
and proved.

Lemma 1. The m-fold convolution of the infinitely divisible logarithmic series distri-
bution (1) can be equivalently expressed in the following forms:

n In!

P(L(m) =n) = (%)m “—|s(m tn, m)I% n=012 ... (8
or
PLm=n=(3) = Z G P Boo=l O
where

k!
C.=<m,k=1,2,...>, B,,,0=Bo,k=0,n>0,k>0.

Proof. Expanding only the logarithmic function (— log(1l — «s)) we obtain

k _ k
~log(l - as) = Z“”-z“ e

k=1
Then, for the powers we have

1 ad k
- (~log(1 —as))" = kZ Bi(a®(e — 1)!)2—,

and
m

1 [ —log(l —as) sk=
— (7“ ) Yo Za Is (k, m)| ——
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The change of variable n = k — m leads to

m O, qlts" 1n!
F(m,s):(%) Zan |s(m + n, m)|%

n=0

In the Taylor theorem on the binomial expansion of F(m, s), there are only finite
numbers of terms:

m m m k
o= (3 s = (3”5 2 2

After replacing [G(S) I

the obtained result is
am L ghgh M
Fan,s) = (%) X(j) ZO Bu(er),
n=| k=

where m A n = min{m, n}. The p.m.f. P(L(m) = n) is given by the sequence of
coefficients in front of s” in the p.g.f. F(m, s). g

by the expansion (5) we change the summation order. Then

The comparison of two expressions (8) and (9) leads to the following combina-
torics identity:

mAn '

1
1; m By k(ce) = |s(m +n, m)|m

Remark 1. The harmonic numbers take part in the expansion of the hypergeomet-
ric functions. A complete review on summation formulas involving generalized har-
monic numbers and Stirling numbers is given in [6]. The generalized harmonic num-
bers are defined as follows:

1 1 1
*) . I —
H, —1“1‘?4—3“1‘ '+r7, H,”’ = H,.

For m = 2,3,4,..., we use the following relations between Stirling numbers of
the first kind and generalized harmonic numbers to calculate directly the convolution
probability of L(m) and to confirm the previous combinatorics identity. For example,

|s(2+n,2)|=(n+1)!(1+%+%+ +ﬁ) (10)
and
st 31 = " 02 - B,
and
s, 4] = L 3 Dty = 31, B, + 21O,

The general recurrence formula on this relation is given in [6].
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3 Transition probability and the Bernstein function of the Logarithmic Lévy
process

The principal information on the behaviour of any Lévy process is given by the rep-
resentative random variable and it is expressed by the canonical representation of
the Bernstein function and the Lévy measure, [20, 21]. The Laplace transform of the
process L(t) is given by

E[e 0] = exp(—ty1(A), A >0,

where the Laplace exponent is a Bernstein function defined by the random variable
L(1) as follows:

Y10y = —log (Ele™ 1), 2 zo0.

For integer-valued Lévy processes it is also convenient to work with probability gen-
erating functions, see [22], Chapter 2.

Let us denote the Lévy measure of the process L(¢) by [1y(n),n = 1,2, ..., its
total mass by 6;, = Y o | T11.(n), and its generating function by

Qi) =) s"Mr(m), sl <1.
n=1

The normalised Lévy measure is denoted by I 1 (n) and respectively, its p.g.f. as
Q1 (s) = Qr(s)/0. Then in these notations, the p.g.f. Fy (¢, s) = E[s("]is given
by

FL(t,s) = exp{—t0L[1 — OL ()]} = exp{—10L +101()}, Is| <L,

and the Bernstein function is in the form

VL) = i (1-e™) M), 2zo0.

k=1

All these characteristics of the Logarithmic Lévy process L(t) are specified in the
following lemma.

Lemma 2. The Lévy measure of the process L(t) generated by the infinitely divisible
logarithmic series distribution L(1) (1) is given forn = 1,2, ... by the partial Bell
polynomials as follows:

_ 0 kel __K
e = — ;( D™ (k = 1)!By k(ca), =T 1)

The generating function of the Lévy measure is
Or(s) =log(1+G(s)), 2F1(1, 1;2;a5) =14+ G(s), [s] <1

The Bernstein function of the Logarithmic Lévy process L(t) is

vL(h) = 6L {1 - Qilog(l + G(ek))} . A=0,
L
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where

6 = Y1(o0) = —log ().

Proof. Following representation (2) of p.g.f. F (1, s), it is enough to write

(07 o
log(F(1, 5)) = log (Z[l + G(s)]) — log (X) Flog(1+ G(s))

in order to get the generating function of the Lévy measure. The total mass of the
Lévy measure 6;, = —log (%) because G(0) = 0.

The logarithmic function log(1 + x) is expanding by the signed Stirling numbers
of the first kind and the expansion of G(s) is given previously in (5). Then

o k 0 k
log(1 + G(s)) = Z(—l)k—l—(G(ks” =Y (D" - NECIDAE
k=1

Pt k!

Exchanging the order of summation and in view of B, x = 0, kK > n + 1, we write

Z(_l)k—l(k -1 Z Bmk(g.);_l: = Z Z(—l)k—l(k — 1)!Bn’k(c.)0l2_‘;n .
! ek C op=lk=1 ’

The Lévy measure is given by the sequence of coefficients in front of s” in Q7 (s). U

As a direct result of (11), the computations of several terms of the Lévy measure
are simplified, such as

2 3

g a5 a3

HL(I):E, HL(Z)Z?E’ HL(?’):?Z’
a* 251 o595
HL(4):IEO’ HL(S)Z?E'

It is well known from the [22] (see Theorem 4.4, Chapter 2), that the p.m.f.
P(L(1) =n),n =0,1,..., (1) is related to the sequence of the (canonical) Lévy
measure I1;(n),n = 1,2, ..., (11) by the following recurrence equation:

m+DPL()=n+1)= Z P(LA)=k)y(n—k+ DN (n —k+1).
k=0

It is equivalent to the next combinatorical identity:

n—k+1 -
(=1 7NG = DIBu—it1,j(co)-
j=1

n

n+2_k=0(k+1)(n—k)!

There are two ways to define the transition probability P(L(t) =n),n =0, 1, ...,
of the Lévy process L(t). We could proceed either by starting with p.g.f. Fr (¢, s) and
its Taylor expansion or by using the Lévy measure to define the compound Poisson
process L(t). We present these methods separately in two independent proofs.
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Theorem 1. Let {L(t),t > 0} be a Lévy process generated by the infinitely divisi-
ble logarithmic series distribution (1) supported by {0, 1, 2, ...}. Then its transition
probability is given forn =0, 1,2, ... by

P =m = (%) % Y Bustea). (13
or equivalently:
Prm=mn=(3)% Zt Buk(ve). Boo=1, (14)
where
3o = D= DlBugten), i = k%

k=1

Proof 1. The transition probability P(L(t) = n) is the coefficient in front of s” in the
expansion of p.g.f. Fy (¢, s) = (%)t (1+G(s))". The Taylor theorem for the binomial
expansion following (5) leads to

e =(5) itk X_jan,k(g.)fl—':.

Then after exchanging the order of summation we find

. (%)zia s

n n
— > [ty Bui(co).
n=0 k=0

Because the partial Bell polynomials Bog = 1 and Boy = 0, k = 1,2,..., the
following result is valid:

FL([,S) _ (%)t <1 " i alts”
n=1

- k!
E [t]uBn,k(C.)) , Cp=—". O
k=1

In particular, it is easy to calculate several terms of the transition probability,
directly from (13):

Nt at aNta? (2t t(t—1)
PLO=1=(3) T, PLO=2=(F) 2—!<§+ ) )
aNt o’ (3t t(r—1)3.2! tt—D@—-2)
P(L(’)_3)=<A)§{4 23 8 }
aN\! o 4t 1
P =4 = (%) 5{?+—mz¢+[zm+ 6[”‘”}'
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Proof 2. Let the positive random variable £ be defined by the normalised Lévy mea-
sure (11), having p.m.f.

A
PE=n)=TI,0)/6,, n=12,..., 6= 10g(—>,
o
and p.g.f. E[ss] = Qr(s)/0L. Let ({1,862, ..., &,k = 1,2,...) be independent

copies of the random variable &. Following definition of the compound Poisson pro-
cess, the transition probability is represented as follows:

N PN L B A
PAO=m =3 TPt a =) 0 =log(=).

Taking into account (12) and (6) we can represent the function

1 1
g QL) = Zlog(l+G(s))

. . . 1 o o0 xus"
as an exponential generating function 5 Qr.(s) = Y~ -, where

1 n 3
= e Y (=D = DBy k(ey).
k=1
It means that the normalised probability convolution distribution

k!
P& +&E+--+é&=n= Bn,k(xo);~

Then o
01)k k!
P(L(t)=n) =) :e—"’%Bn,k(x.)—', k <n.
k=0 ! n.

The infinite sum is reduced to the finite one because B, i (xo) = O when k > n. We
know that = —1log(%) and e~ = (%)t. Let us denote

ya =Y (=D k= 1)!Byi(ca).

k=1

Then following the formula (6), we obtain, forn =0, 1,2, ...,
P(L AR WL
Lo =mn=(3) LA B

The probability P(L(¢t) = 0) = (%)’ corresponds to the By o(ye) = 1. |

We remark that in the matrix representation of partial Bell polynomials for com-
position function the numbers B, x(x,),n > k > 1, are defined as product of ma-
trices, [19], page 19. Let us denote by H(s) and G(s) respectively the exponential
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generating functions of both sequences (h,) and (g,). Likewise, by (x,) is denoted
the sequence whose exponential generating function is the composition H(G(s)),
such as

H(s) =log(1+s), H(G(s)) =log(l+ G(s)).

Then the matrix associated with the sequence (x,) is the product of the triangular
matrices associated with (g,) and (/4,) respectively:

n
Bux(xe) =Y By j(g)Bjx(ha), k<j<n
j=k

The sequence (h,) defined by the function H (s) = log(1 +s) is exactly the sequence
hi = (=Df1(k—1)! and B, x (he) = s(n, k), i.e. signed Stirling numbers of the first
kind. Then, after applying formulas (6) and (7) and changing the order of summation,
where k < j, we confirm the equivalence of (13) and (14) as follows:

n n j n
D Bu(xa) ="y By j(c) Y t*Bjk(he) =" Y By j(coltl)y.
k=1 j=I k=1 j=1

The Lévy measure is the infinitesimal generator of the convolution semi-group
given by the transition probability P(L(¢) =n),n =0, 1,2, ..., see [2], page 172. It
is a limit in vague convergence, see [3], page 39, as follows:

Pp(t,n)

M, (n) = lim , o n=12,....
t10 t

Then

aNta o [ty

M, (n) = 1{33(2) D Bualea).

Finally, we know that [t]x, = [—t]x1 (—1)¥. In this way,

. [t]k¢_ k=1
1{1&17_( D1k = .

4 Negative-Binomial process subordinated by the Gamma process

The concept of subordination was introduced by S. Bochner in 1955 for the Markov
processes, Lévy processes, and corresponding semigroups, as randomization of the
time parameter: Y (¢) = X (T (¢)). There are two sources of randomness — the un-
derlying process X (¢) and a random time process 7'(¢), under the assumption of
their independence. The time-change process 7 (¢) is supposed to be a subordinator —
the Lévy process with nonnegative increments, [3], Chapter 3. The independence of
the ground process and the random time process ensures the preservation of Markov
property and Lévy property for the subordinated process. The transformation of the
main probabilistic characteristics, such as transition probability, Lévy measure and
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Laplace exponent, is stated and proved in [20], Chapter 6, Theorem 30.1. See also
[7], Chapter 7, Theorem 6.2 and Theorem 6.18. They are our principal references.

In this paragraph, we study the effect of a random time-change for the Negative-
Binomial process {X(¢),t > 0}. The Lévy measure of a Negative-Binomial process
is defined by a logarithmic series distribution supported by positive integers N =
{1,2, ...} with the same parameter 0 < o < 1 as for the Logarithmic Lévy process
L(t). The Gamma subordinator {Tg(¢), ¢ > 0} with selective parameter 8 > 0 can
be considered as a random observation time, where the mathematical expectation
E[Tg(t)] = pt. The obtained results are formulated and proved in the following
theorem.

Theorem 2. Let {X(t),t > 0} be a Negative-Binomial process with the Bernstein
function

1 —ae™

A
1*) A>0, vYx(oo)=—log(l —a)=A.

¥x (1) = log (
Let {Tg(t),t > 0} be a Gamma subordinator with the Bernstein function

Yr(d) =log(1+BAr), A=0, yr(o0)=00.

Suppose the processes X (t) and Tg(t) are independent.

Then for the subordinated process Y (t) = X (Tg(t)) the following results are
valid.

The Bernstein function of Y (t) is given by

ae
ﬁ)) , A>0, vYy(co)=log(l+ AB).

Yy (L) = log (1 + Blog < 7

The Lévy measure of the subordinated process is given by

n 1 k
Hy(n):Z—!Z|s(n,k)|(k—1)!(l+ﬂAﬁ), n=1,2,....
k=1

The transition probability P(Y (t) =n),n =0, 1,2, ..., is given by

n 1 n k
PO =n) = %mkzomm,k)ur]H(lfAﬂ) ,

or equivalently:

n 1 n
P(Y(t) =n) = %m ;Or"Bn,k(w.),

where the sequence (w,) is defined by

n ’3 k
wy = ; Is(n, k)[|s(k, 1)] (1 +Aﬁ> sk, D= (k= DL
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Proof. The main assumption in the definition of subordination by Bochner is the in-
dependence of the ground process and the random time-change process. The methods
of the Laplace transform and conditional probability for independent processes give
the following convenient representations of the main characteristics, see [20], page
197. The Bernstein function of the subordinated process is the composition of the
corresponding Bernstein functions, as follows:

Yy (W) = ¥r, (Yx (A)).

The transition probability of the subordinated process is expressed by the conditional
probability and is given as the integral of transition probability of the ground process
by the transition probability of the Gamma subordinator:

PY(@)=n)= /OO P(X ) = n)u' e /B du
0+ BT ()
_ 00 o oz_" —1_—u/p du
= /0+ (1 —a)*[ulny e —ﬁ’F(t)'

Replacing the increasing factorials (7) [u],4 = ZZ:O |s(n, k)|uk and

(1 _ a)u — eulog(lfa) — e*Au

b

we obtain

o' ¢ * A /B k+i—1 du
PY@t)=n)=— |s(n,k)|/ e e WPyl —
n! kX:(:) 0+ BIT (1)

IR Lt + k) gk
T ;) st Ol o T apy

A ! B\
_Hmz|s(n’k)|[t]kT<l+A,3> .

k=0

Let us remark, that the Lévy measure of the Gamma subordinator in our parametrisa-
tion is given by
Mz, (du) = e “/Pdu/u,

see [3], page 73. Then, from the results proved in [20, 7], the Lévy measure of the
subordinated process can be calculated as the integral of transition probability of the
ground process by the Lévy measure of the Gamma subordinator:

oo d [e ) n d
My = [ Pata =me = [ = e tuy G
0+ u 0+ n u

n 00 d
- E |s(n,k)|/ e Augmu/Byk 2
n! P 0+ u

_d'y B\
= Hkz:;|_v(;a,1<)|r(k)<1+Aﬂ> )
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From the Bernstein function ¥y (1) we derive the generating function of the Lévy
measure [Ty (n) in the following form:

1+ AB

It can be presented as an exponential generating function as follows:

Qy(s) = 0y Oy (s) = —log (1 - {—log(1 — as)}) :

et n

Qv(9) =Y =y =Y Bua(va) Bri(s).

n=1 ’ k=1

where the sequences (v,) and (s,) are defined respectively by

klak k! ( B )"
Vy = ——, Sk = — .

k k \1+ap
Moreover,
,3 k
B x(ve) = a"[s(n, k)|, Bi1(se) = <1+A/3) sk, D]
and ) .
unza"Z|s(n ©)||s(k 1)|< p ) .
= ’ ’ 14 AB
Let

1,862,....6k,k=1,2,..)
be independent copies of the positive random variable £ with p.m.f.
PE=n)=Iyn)/0, n=12,..., 6=0y=1log(l+ Ap).

In a complete analogy with the Proof 2 of Theorem 1, we find the normalised proba-
bility convolution distribution

1 k!
PE +&+---+&=n)= G_kB"’k(uJE'

Then forn =0, 1, 2, ..., we have:
S k
o _o (0D 1 k! B
P(Y(t)=n) = ;e e Bk —, Boo=1.

Obviously, the exponential decay is e’

= (ﬁ)’ . Additionally, from the formula
(6) we derived that

n k
By k(ue) = " By x(we), wy = ,; s Bl DI <1 —faﬂ> '

So, taking into account, that B, x(ue) = O for all k > n, we see that the infinite sum
is reduced to the finite one

n

P(Y(1) =n) = %m k_zoz"Bn,k(w.), Boo = 1. O
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Finally, we remark that forn = 1,2, ...,

PY@)=n o" o
m _

li = _'Bn,l(wo) = _'wn = Iy (n).
n: n:

t}0 t

5 Logarithmic Lévy process subordinated by the Poisson process

The next studied process {Z(¢),t > 0} is constructed as a random time-change of
the Logarithmic Lévy process L(¢) with the Poisson one in the assumption of their
independence. The selective parameter b > 0 of the Poisson process {7} (t),t >
0} is introduced, such as mathematical expectation E[7,(¢)] = bt. The results are
formulated and proved in the following theorem.

Theorem 3. Let {L(t),t > 0} be a Logarithmic Lévy process with the Bernstein
function

Ae™*

V(1) = log (W

A
), A>0, yYr(oo)=log (—) > 0.
o
Let {T,(t),t = 0} be a Poisson subordinator with the Bernstein function
Yyr() =b(l—e™), 1>0, Yr(oo)=b>0.

Suppose the processes L(t) and Ty(t) are independent.

Then for the subordinated Lévy process Z(t) = L(Ty(t)) the following results are
valid.

The Bernstein function of the subordinated process Z (t) is given by

wz(x)=b(1+b‘5(lf‘;7°ie_k)), a>0, 1//2(00):17(1—%) > 0.
The Lévy measure of Z(t) is given by
ba't1
[Mz(n) = m n=1,2,....

The transition probability of the subordinated process Z(t) is, forn =0, 1, ...,

o < (abt\F k! ab
P(Z(t) = = —0rZ_ —_— B ) = —, 0=b——. (15
(Z0y=n)=e n,};(A) nk(c)s =1 - (15

Proof. Once again, the composition of two Bernstein functions is obvious:

Yz(A) = b(1l —exp(=yL(}))).

The Lévy measure of the subordinated process is given by the following infinite sum,
as it is shown in [20, 7],

o0 b n+1
[Mz(n) = Z P(L(k) =n)IIr(k) =bP(L(1) =n) = Z(:+ D’ n=12,...,
k=1
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because the normalised Lévy measure I L(n),n=1,2,..., of the Poisson process is
exactly the delta function in n = 1. The total mass of the Lévy measure [1z(n),n =
1,2, ..., is calculated directly from (1) as 67 = %(A —a). The exponential generating
function of the Lévy measure I17 is given by (2) and (4) as follows:

0,(5) baG( ) ba i sk akk!
S) = — S) = — -, = .
z A A =8 BT en

Let
G5, b k=1,2,..)

be independent copies of the positive random variable £ with p.m.f.

b
PE=n)=Tz()/0, n=12,..., ezezzb—j‘x.
The normalised probability convolution distribution is given by
ST S (LU R AR
12 FEWE A=) YT A—a T ag

Then the elementary transformations lead to (15) as follows:

_ _oo 9,@< a )k ak!
P(Z(r)—n)—];e 0 g ) Braeo—

n

a & aft \* al abt \*
=L (325) B = () s
k=0 k=0

In particular,

abre !

PZNH=0)=e", PZ@H)=1)= o

Knowing that B> | = ¢z = % and By p = (e)? = % we find

2 (2abt  [fabt\?
P(Z(t)=2) =t 1200 L (220 1
(Zt)=2) =e 2!{3A+(2A)

In the same way, as B3| = %, B3y =1and B33 = é we obtain

Pz =3 =9 @3t @ZJF oy’ 16
ZO=3=e"3 1713 (A) (2A> ’ (16)

and so on. O

Remark 2. In this situation, the range of the random time process Tj(¢) is a dis-
crete integer-valued set Z; = {0, 1, 2, ...}. The subordination by Bochner gives the
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transition probability of the subordinated process Z(t) = L(T,(¢)) as the following
conditional probability:

P(Z(t) =n) = ZP(L(k) )"”( ). (17)

The transition probability of the ground process L(¢) for integer-valued time t = k
is given by the k-fold convolution of the representative random variable L(1), as the
two equivalent expressions (9) and (8).

After replacing P(L (k) = n) in (17) by (9), it is enough to exchange the order of
summation to prove (15), as follows:

kAn

— k ,—bt
Pz =n= Z <%>k - Z (k — . N By /(C-)(bt)ki!e

k=0
alte bt abt O abt\FY 1
= — B (Co — )

But, if we take P(L(k) = n) from (8), then replacing it in (17) we obtain

@ (bt n!
P(Z(t)=n)=e — ,;( A) Is(k + n, k)|( o (18)

The relation of the Stirling numbers on the binomial coefficients explains the equiva-
lence of (18) to (15) and the presence of e P £ 79" in (18). For n = 1 we have

(k+ 1)

|s(k+1,k)|=m9 Is(1,0)] = 0.
Then
P(Z —1—"”00 bkk yp—
(Z)=1)=ae ;<A>|(+ )|(l+k)'

o0

e btabtz 1 cx_bt k_lze_bteo%azbt-
(k= 1)! 24

For n = 2 we have

CBk+2) =11 (k+2)! _ _
stk +2,k)| = ) TEENER s(2,0)| =0, [s3, 1| =2

We calculate

2 b\* 3k +5 2!
PO =2=5 bz<a7t)< ) (@=om)

k=1
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Obviously,

<3k+5>< 2! >= 1 n 2 k=23
4 (k — 1)!3! 4k —=2)! 3k —1)!

It means that the probability P(Z(t) = 2) is equal to:

a2e b |1 [abt zi abt\¥ 2 1 +2abti abt\ 11
20 4\ A A k-2 34 =\4 k-1

k=2 1

Finally,
Pz =2 = Cotet | L (e0) | 2l
AR TR P 34 [
For n = 3 we use the consecutive relations of the Stirling numbers on the binomial
coefficients:
(k+3)! (k+3)!
(k + D12! (k — 1)140

sk +3,k)| = 53,0 =0, [5(3,2)] = 3.

The equivalent representation of P(Z(¢t) = 3) will be transformed as follows:

3 o0 k
PZO =3 =Y (“_’”) G+3E+2)

—\ A 8(k — 1)!
Obviously,
k k+2 1 1 !
(k+3)k+2) _ N R
8(k — 1)! 8k —3)!  (k—2)! 4k —1D!

In the same way we obtain (16), and so on. The Stirling numbers are very convenient
in applications because they have recurrence relation and tables of their values.

We confirm the expression of the Lévy measure by the following limit:

C P(Z®)=n) a"ab ba"tl
lim ————— = ——B; 1(cy) = —/——
110 t nl A 7 An! n+1

=Iz(n), n=1,2,....

6 Applications

An important problem in many applications is how to recognize the original process
from the observation data when the registration is randomly perturbed. The problem
is growing in cases when the process is composed of several different processes. We
see that the probabilistic characteristics for the couples of processes Y (f) and L(z)
as well as for Z(¢) and X (¢) are similar. The best way to demonstrate their different
properties is the comparison between Bernstein functions and Lévy measures with
different parameters. The Bernstein functions ¥ (A) and ¥y (1), how they are defined
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in Theorems 2 and 3, contain the iterated logarithmic function and have the following
derivatives at zero:

—A

Y0 = = S () e ——
(1 — ae ") (—log(l — ae 7)) A(l —a)
and
"y
Vo) = ope ” _—
{1+ AB+ Blog(1 —aeM)}(1 —ae=*)
Y0 = R “p

A+AB—Ap(1—-a) 1—a
The first cumulants are equal to the corresponding mathematical expectations E[L(1)]
or E[Y (1)] and for the subordinated processes we have

E[Y(D)] = E[X(D]E[Tg(1)].
Similarly, the Bernstein functions for processes X () and Z(¢) are denoted by ¥x (1)
and ¥z ()) as in Theorems 2 and 3. Their derivatives at zero are as follows:

, e , o
VW= O=

and
, _ bae ™+ —ae™) log(1 — ae™™)
vz = A e (1 —ae?) ’
, _ﬁa—i—(l—a)log(l—a)_ﬁ o
V2O =4 -« _A<1—a A)'

For the application, we constructed two different case tests, named as Selection A and
Selection B.
Selection A. We can choose the parameters  and b in a way that the correspond-
ing total masses of the Lévy measures are equal, 8;, = 0y, and x = 6z, as follows:
A—a A?

<1, b= > 1.
Ax A—a

IB:

By this choice (selection) of parameters 8 and b the mathematical expectations are in
the following inequalities:

¥ (0) < ¥y (0) < ¥y (0) < ¥ (0).
Namely,

o (A—aw) o A ( o )
—-1< < < —A].
Al —a) A(l — @) l—«a A—a \l—«a

The values of the Lévy measures I1x and 1z at n = 1 satisfy the following inequality
Mz(1) < Mx(1),when Y ;2 [z (n) = Y o2, TIx(n) = A, as it is demonstrated in
Figure 1 and in Figure 2.
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Fig. 1. Selection A. Comparison between the Lévy measure 1y and I17 for @ = 1/2 (left)
and o = 2/3 (right), where Y 0° | TIz(n) = Y 02 Hx(n) = A
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Fig. 2. Selection A. Comparative plot of main Bernstein functions after rescaling with « equal
to 1/2 and 2/3, where ¥} (0) < ¥4, (0) < ¥ (0) < ¥ (0), knowing that 6, = 0y = log(%)
and Oy =07 = A = —log(l —a)
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oa=1/2 o=2/3
N N
e | e |
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Fig. 3. Selection B: Comparative plot of main Bernstein functions after rescaling with « equal
to 1/2 and 2/3, where ¢y (00) < ¥ (00) < ¥z(00) < Yy (00), knowing that wi(O) =
¥}, (0) and ', (0) = ¥4 (0)

Selection B. If we choose

1 l—«o A
B=—— >0, b=———>0,
A a—A(l —w)

then the mathematical expectations v (0) = ¥ (0) and ¥, (0) = ¥%(0), and the
total masses of the Lévy measures are in the following inequalities:

Yy (00) < ¥L(00) < ¥rz(00) < Yrx(00).

A(l — A A—
log Z—Q <log | — <M<A.
o o Aa — A+«

It is demonstrated in Figure 3.

Specifically,

Remark 3. All these inequalities are related to the following:
A—a<Ax <2(A—a)

and
2

A% <

1—ao’
where we remark only that using (10) we have

A% = (—log(l —a))? =2 Isn, 2)|%
n=2



440 P. Mayster, A. Tchorbadjieff

00 n
o s e 1005 137 6
=2 P T A AT
n=2
and
2
=l 4+a+a’+---).
]l -«

7 Conclusion

The Negative-Binomial process in consideration can be constructed by the subordi-
nation of a Poisson process by a Gamma process. In this way, the process Y (¢) is
a Poisson process subordinated by an iterated Gamma process. In potential theory,
a Gamma subordinator and an iterated Gamma subordinator are classified as slow
subordinators.

In the selection A, the inter-arrival times of the processes L(¢) and Y (¢) are expo-
nentially distributed with the same parameter 6; = 0y, but the mathematical expec-
tation of the Logarithmic Lévy process in the unit time interval E[L(1)] is less than
E[Y (1)]. It is the same for the processes X (t) and Z ().

In the selection B, the mathematical expectations of jumps altitude for the pro-
cesses L(r) and Y (7) are equal ¥; (0) = v (0) and E[L(1)] = E[Y(1)], but the
mean number of jumps in the unit time interval of the Logarithmic process is greater
than that for the subordinated process Y (¢), 61 > Oy. It is the same for the processes
X(t)and Z(¢),0x > 07.

In the general setting: Y () = X (T (¢)), when the underlying process X (¢) is a
compound Poisson process without drift, any randomness of T (¢) before it passes the
level given by the first jump time of X (¢) is not reflected by Y () = X(T'(¢)), see
[16].
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