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Abstract

In probability theory, the topic of large deviations, i.e., approximation
problems of the probabilities of rare events, have a significant place. To under-
stand why rare events are important at all one only has to think of the events in
an insurance mathematics, nuclear physics and etc., to be convinced that those
events can have an enormous impact.

This thesis is concerned with a normal approximation to a distribution of
the sum Zy = Z;\le a; X, Zop = 0,0 < aj < oo, of a random number
of summands /N of independent identically distributed weighted random vari-
ables {X, X;,j7 = 1,2,...} that takes into consideration large deviations in
both the Cramér zone (the characteristic functions of the summands of Zy
are analytic in a vicinity of zero) and the power Linnik zone (the growth of
the moments of the summands does not ensure the analyticity of the charac-
teristic functions). Here a non-negative integer-valued random variable N is
independent of {X, X;,j = 1,2,...}. In addition, the asymptotic expansion
that take into consideration large deviations in the Cramér zone for the density
function of the standardized compound Poisson process is obtained. To solve
the problems, the classical method of characteristic functions, cumulant and
combinatorial methods are used.

Although, in probability theory the asymptotic behavior of tail probabili-
ties for the sums of a random number of summands of random variables is a
quite new problem, it was initiated in the XXth century, but there is a very ex-
tensive literature on mentioned problem. However, as it is known for the author
of the dissertation, there are a few scientific works on theorems of large devi-
ations for the sums of a random number of summands of independent random
variables in case where the cumulant method is used.

The thesis consists of an introduction, three chapters, general conclusions,
references, and a list of the author’s publications. The introduction reveals the
importance of the scientific problem, describes the tasks of the thesis, research
methodology, scientific novelty, the practical significance of results. In the first
chapter an overview of the problems is presented. The second chapter is de-
voted for obtaining an upper bound for the cumulants, theorems of large devia-
tions and exponential inequalities for the standardized version of the sum Zy.
The instances of large deviations (the law of N is known; a; = 1; discount
version of large deviations) are also analyzed in this chapter. In the third chap-
ter, the asymptotic expansion of large deviations in the Cramér zone for the
density function of the standardized compound Poisson process is considered.



Santrauka

Itin svarbi tikimybiy teorijos dalis yra skirta didZiyju nuokrypiy proble-
matikai, tai yra retai pasitaikanc¢iy jvykiy tikimybiy aproksimacijos uzdavi-
niams. Norint suprasti, kodél reti jvykiai yra apskritai tokie svarbiis, uZtenka
prisiminti retai pasitaikancius jvykius draudos matematikoje, branduolinéje
fizikoje ir pan., kurie gali turéti didZiulj poveiki.

Disertacija yra skirta atsitiktinio démeny skaic¢iaus N nepriklausomy vie-
nodai pasiskirs¢iusiy atsitiktiniy dydziy {X, X;,j = 1,2,...} su svoriniais
koeficientais 0 < aj; < oo sumos Zy = Zjvzl a; X;, Zy = 0, skirstinio
normaliosios aproksimacijos didZiyjy nuokrypiy Kramero (sumos Z démeny
charakteristinés funkcijos yra analizinés nulinio tasko aplinkoje) ir laipsninése
Liniko zonose (démeny momenty augimas neuZtikrina charakteristinés funkci-
jos analizi§kumo) problemos sprendimui. Cia neneigiamas, sveikareik§mis at-
sitiktinis dydis /V yra nepriklausomas nuo {X, X;,j = 1,2, ...}. Taip pat, yra
gautas standartizuoto sudétinio Puasono proceso tankio funkcijos asimptoti-
nis skleidinys didZiujy nuokrypiy Kramero zonoje. UZdaviniy sprendimui yra
naudojami klasikinis charakteristiniy funkcijy, kumulianty ir kombinatorinis
metodai.

Nors atsitiktinio démeny skaiciaus atsitiktiniy dydziy sumy didZiyjy nuo-
krypiy tikimybiy asimptotinio elgesio tyrimas yra pakankamai naujas tikimy-
biy teorijos uzdavinys, kuris pradétas nagrinéti XX a., taciau yra paskelbtas
ispudingas kiekis moksliniy darby, kuriuose nagrinéjama minéta problema.
Ir vis deélto, kiek disertacijos autorei yra Zinoma, moksliniy darby, skirty at-
sitiktinio démeny skaiCiaus, nepriklausomy atsitiktiniy dydziy sumy didZiyjy
nuokrypiy teoremy gavimui, taikant kumulianty metoda, yra maZzai.

Disertacijg sudaro ivadas, trys pagrindiniai skyriai, bendrosios i§vados, li-
teratliros sarasas, autoriaus publikacijy disertacijos tema saraSas. [vade atsklei-
dZiama nagrinéjamos mokslinés problemos svarba, apraSomi darbo uzdaviniai,
tyrimo metodai, mokslinis naujumas, praktiné rezultaty reikSmé. Pirmame sky-
riuje pateikiama nagrinéjamos temos apZvalga. Antrasis skyrius skirtas sumos
Zn standartizuoto varianto kumulianty virSutiniy jverciy ir didZiyjy nuokrypiy
teoremy bei eksponentiniy nelygybiy gavimui. Siame skyriuje taip pat ana-
lizuojami atskiri didZiyjy nuokrypiy atvejai (kai N skirstinys yra Zinomas; kai
a; = 1ir didZiyjy nuokrypiy diskontavimo versija). TreCiame skyriuje yra na-
grinéjamas standartizuoto sudétinio Puasono proceso tankio funkcijos asimp-
totinis skleidinys didZiyjy nuokrypiy Kramero zonoje.



Notation

Symbols

P(A) - the probability of a random event A;

Fx the distribution function of random variable X;
Px the density function of random variable X;

fx the characteristic function of random variable X;
E the mean;

D the variance;

7 the mean of random variable X;

o2 the variance of random variable X;

N the set of natural numbers;

No the set of non-negative integer numbers;

R the set of real numbers;

[x] the integer part of x;

) standard normal distribution function;

10) standard normal density function;

LA the convergence in probability;

LA the convergence in distribution;

vii



viii NOTATION

the convolution operation;
asymptotically equivalent;
— approximately equal;

< — much less than;

¢ *
|

a - 0<a=inf{a;,j =1,2,...} < oo,
where 0 < a; < oo;
a - 0<a=sup{aj,j=1,2,..} < o0;

(bve), b,ceR - (bVc)=max{b,c}.

Abbreviations

i.1.d. — independent identically distributed;
r.n.s.— random number of summands;
a.s. — almost sure.
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Introduction

Scientific problem

The theory of large deviations deals with the probabilities of rare events
that are exponentially small as a function of some parameter. For example,
in insurance mathematics, such problems arise in the approximation for small
probabilities of large claims that occur rarely.

The theory was originally created for sums of independent identically
distributed (i.1.d.) random variables and then extended to a class of random
processes (see, €. g., Cramér 1938; Ibragimov and Linnik 1965; Petrov 1975;
Nagaev, S. V. 1979; Saulis and Statulevi¢ius 1991; Dembo and Zeitouni 2010;
Borovkov and Mogulskii 2012; Yang et al. 2012). This thesis is concerned with
theorems of large deviations in both the Cramér and the power Linnik zones
(see, e. g., Saulis and Statulevicius 1991) for a distribution of the sums of a ran-
dom number of summands (r.n.s.) of i.i.d. and weighted random variables.
Only the case of normal approximation is considered in the thesis.

Topicality of the work

The asymptotic behavior of the probabilities for the sums of a r.n.s. of
random variables is a quite recent problem in probability theory. The first re-



2 INTRODUCTION

sults were developed in the twentieth century, in the 1940s. Presently, there are
many strong results on the approximation of tail probabilities for the aforemen-
tioned sums. Nevertheless, the theory of large deviations is still under rapid
development, because of a large number of diverse and extremely complicated
problems arising in various areas of mathematics and applications that require
it’s investigation (see, e. g., Shorgin 1998; Pragarauskas 2007; Touchette 2009;
Korolev et al. 2011; Borovkov and Mogulskii 2012; Foss et al. 2013).

Research object

The research object of this thesis is the sum of a r.n.s. of i.i.d. random
variables with positive weights (weighted random sum). Throughout the thesis,
it is assumed that the non-negative integer-valued index of the sum is indepen-
dent of the considered random variables.

The aim and tasks of the dissertation

The aim of this dissertation is a normal approximation to a distribution of
the standardized sum of a r. n. s. of i. 1. d. weighted random variables that takes
into consideration large deviations in both the Cramér and the power Linnik
zones. The results are obtained for two cases: where the mean of considered
random variables is zero, and where it is non-zero. In the thesis, the following
problems are examined:

1. To evaluate the upper estimate for cumulants of the standardized wei-
ghted random sum in the case where the i. i. d. random variables satisfy
S.N. Bernstein’s condition (see, e.g., Saulis and Statulevicius 1991)
and under some additional assumptions for the cumulants of a sum of

2. To obtain exact large deviation ratios and to analyze the asymptotic be-
havior (convergence to the unit) of that ratios for a distribution function
of the standardized weighted random sum.

3. To derive exponential inequalities for the probability of large devia-
tions for aforementioned sum.

4. To consider instances of large deviations where the law of the random
number of summands is known (is a binomial random variable, and is
homogeneous, or mixed Poisson process); where all weights are equal
to a unit, and the discounted version of large deviations.



INTRODUCTION 3

5. To obtain asymptotic expansion that take into consideration large devi-
ations in the Cramér zone for the density function of the standardized
compound Poisson process.

Applied methods

Solutions to the problems of this thesis are obtained by first using gen-
eral lemmas presented in (Rudzkis et al. 1978; Bentkus, R. and Rudzkis 1980;
Saulis 1980), accordingly, on exact ratios of large deviations, exponential in-
equalities for large deviation probabilities, and asymptotic expansion of the
density function for an arbitrary random variable with zero mean and unit vari-
ance.

Among the existing methods for large deviations (see, e.g., Saulis and
Statulevicius 1991; Jensen 1995; Borovkov 1999; Fatalov 2011, 2010; Gao and
Zhao 2011), we rely on the cumulant method that was proposed by S. V. Sta-
tulevicius (1966) and developed by R. Rudzkis, L. Saulis, and V. Statulevicius
(1978), as it is a powerful method that permits the systematic investigation of
large deviations for various statistics.

To obtain asymptotic expansion that take into consideration large devia-
tions in the Cramér zone for the density function of the standardized com-
pound Poisson process along with the cumulant method, the classical method
of characteristic functions is used. In addition, based on S. V. Statulevi¢ius’s
known estimates for characteristic functions (see Statulevicius 1965) of an ar-
bitrary random variable, the structure of the remainder term of aforementioned
asymptotic expansion is obtained.

The combinatorial method is used to evaluate the upper estimates for the
cumulants of the standardized weighted random sum.

Scientific novelty

There is a very extensive literature on approximation of tail probabilities
for random sums, under different assumptions and with various applications
(see, e. g., Aksomaitis 1965; Statulevicius 1967; Saulis 1978; Embrechts et al.
1985; Fay et al. 2006; Saulis and Deltuviené¢ 2007; Robert and Segers 2008;
Yang et al. 2013; Foss et al. 2013). However, among scientific works there
are no works — excepting publications (Kasparavicitté and Saulis 2010, 2011a,
2011b, 2013) by the author of this dissertation together with L. Saulis — for
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normal approximation that take into consideration large deviations in both the
Cramér and the power Linnik zones for the sum of a r.n.s. of i.1. d. weighted
random variables in case where the cumulant method is used.

To prove theorems of large deviations in both the Cramér and the power
Linnik zones for the distribution function of the standardized weighted ran-
dom sum, to obtain exponential inequalities for large deviation probabilities of
aforementioned random sum, to derive asymptotic expansions that take into
consideration large deviations in the Cramér zone for the density function
of the standardized compound Poisson process, when cumulant, characteristic
functions and saddle-point methods are used, are rather complicated problems
that were solved for the first time.

Besides, it should be emphasized that in the thesis, i.i.d. weighted ran-
dom variables are considered, which constitute an intermediate variant be-
tween identical and non-identical distributed random variables. In addition,
in order to obtain upper bounds for the cumulants of the sum of a r. n. s., com-
binatorial method is used.

Practical value of the results

The sums of a random number of independent random variables appear
as models in many applied problems, for instance, in insurance, economic the-
ory, finance mathematics, random walks, queuing theory, network theory, (see,
e. g., Bening et al. 1997; Mikosh 2009; Korolev et al. 2011; Foss et al. 2013). In
addition, the theory of large deviations is one of the most active research fields
in probability theory, with many applications to areas such as statistical in-
ference, queuing systems, communication networks, information theory, risk-
sensitive control, partial differential equations, statistical mechanics, physics
(see, e. g., Chernoff 1956; Varadhan 2003a,b; Feng and Kurtz 2006; Touchette
2009; Borovkov and Mogulskii 2012).

Questions related to extremal events play an increasingly important role
in both financial and insurance applications (see, e. g., Pham 2010; Mikosh
2009; Korolev et al. 2011). In finance, large deviations arise in various contexts.
They occur in risk management for computing the probability of large losses
in a portfolio subject to market risk as well as the default probabilities for a
portfolio under credit risk.
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Statements presented for defence

1.

A suitable bound for the cumulants of the standardized sum of ar.n.s.
of i.1. d. weighted random variables.

. Theorems on large deviations in both the Cramér and the power Linnik

zones for a distribution function of aforementioned sum.

. Exponential inequalities for the probability of large deviations for the

standardized weighted random sum.

Asymptotic expansion that take into consideration large deviations in
the Cramér zone for the density function of the standardized compound
Poisson process.

Approval of the work results

Four papers on the topic of the dissertation (see List of author’s scientific
publications on the topic of the dissertation: 117) have been published in refer-
eed scientific journals: Acta Applicandae Mathematicae (Thomson ISI Web of
Knowledge), Nonlinear Analysis: Modelling and Control (Thomson ISI Web
of Science), and the Lithuanian Mathematical Journal. Intermediate research
results were reported at 10 scientific conferences and approved in 4 seminars,
of which 2 conferences and 1 seminar are international. The essential presen-
tations are as follows:

1.

Theorems on large deviations for the sum of a random number of sum-
mands, International conference on Probability theory and it’s appli-
cations, Moscow, Russia, 2012.

Approximation of small probabilities of the sums of random number
of summands, International conference on Applied mathematics and
approximation theory, Ankara, Turkey, 2012.

. Asymptotic analysis in the large deviation zones for the distribution

and density functions of the random sums, XXX International Semi-
nar on Stability Problems for Stochastic Models, Svetlagorsk, Russia,
2012.

. On large deviations for compound mixed Poisson process LMD 54th

conference, Vilnius, 2013.

. Local limit theorems for the sums of a random number of summands

LMD 53rd conference, Klaipéda, 2012.
The discounted version on large deviations for randomly indexed sum
of random variables, LMD 52nd conference, Vilnius, 2011.
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7. Theorems on large deviations for the sums of a random number of
summands. LMD 51st conference, Siauliai, 2010.

The scope of the scientific work

This thesis consists of an introduction, three chapters, general conclusions,
references, and a list of the author’s publications. The total scope of the disser-
tation is 118 pages, 352 mathematical expressions, 182 items of reference.
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Dr Habil Leonas Saulis for his patience and his helpful and insightful sugges-
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to do my very best.

I am grateful to colleagues from Vilnius Gediminas Technical University
for their help and support, and especially for tolerating my mood swings.
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ahead and for the support they provided during some gloomy periods. I espe-
cially wish to thank my husband, who listened to my complaints and frustra-
tions during this crucial and intensive period. I am especially grateful to him
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Historical overview of large
deviation theorems

The biggest and possibly most important part of probability theory consists of
the limit theorems, where theorems of large deviations (see, e. g., Ibragimov
and Linnik 1965; Saulis and Statulevic¢ius 1991; Petrov 1995; Ramasubrama-
nian 2008; Varadhan 2008) have a significant place.

The theory of large deviations for the sums of random variables X, j =
1,2, ... was developed by well known scientists in the works (Chintshine 1929;
Esscher 1932; Smirnov 1933; Cramér 1938; Feller 1943, 1969; Petrov 1953,
1954, 1963, 1964, 1975; Linnik 1960, 1961a; 1961b, 1962; Ibragimov and Lin-
nik 1965; Ibragimov 1967; Zolotarev 1962; Nagaev, S. V. 1963, 1973, 1979;
Nagajev, S. V. and Fuk 1971; Nagaev, S. V. and Sakoyan 1976; Borovkov 1964;
Borovkov and Mogulskij 1978, 1980; Statulevicius 1965, 1966, 1979; Nagaev,
A. V. 1967, 1969; Saulis 1969, 1979, 1980; Prokhorov 1972; Osipov 1972; Mis-
evicius and Saulis 1973; Bikelis and Zemaitis 1974, Rudzkis et al. 1978, 1979;
Bentkus, R. and Rudzkis 1980; Mogulskii 1980; Bentkus, V. 1986; Rudzkis
1989) and others, by well known scientists. The most widely studied cases are
the following:

e The Cramér condition is satisfied: there exist h > 0, such that

Ec¥il < oo, (1.1)
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1. e., the characteristic functions

o
fx;(u) = EeitXi = / e"dFx; (), ueR (1.2)
—0o0
of the summands X; are analytic in a vicinity of the point u = 0 (see,
e. g., Cramér 1938; Feller 1943; Petrov 1954; Statulevi¢ius 1966; Petrov
and Robinson 2007);

e Linnik condition is satisfied: there exist h > 0 and 0 < v < 1, such
that
EcNT < o, (1.3)

i.e., all the moments of summands are finite but their growth does not
ensure the analyticity of the characteristic functions (1.2) in a vicinity
of the point u = 0 (see, e. g., Linnik 1961a,b; Zolotarev 1962; Nagaev,
S. V. 1963, Saulis and Statulevicius 1991);

e The case of so-called moderate deviations, where the summands have
only the finite number of moments (this case was first studied by Rubin
and Sethuraman 1965, see also Gao and Zhao 2011);

¢ The case where the Cramér and Linnik conditions are not satisfied, but
the behavior of the distribution tails of summands is regular enough
(see, e. g., Nagaev, S. V. 1963; Heyde 1968; Nagaev, A. V. 1969; Tkachuk
1975; Mikosh and Wintenberger 2013).

It should be pointed out that the strong law of large numbers and the cen-
tral limit theorem, the versatile classical limit theorems of probability theory,
concern typical events. As large deviation estimates deal with probabilities of
rare events, more subtle methods are needed. Moreover, context specific tech-
niques play a major role, although there are quite a few general principles (see,
e. g. Ramasubramanian 2008; Varadhan 2008).

Varadhan (2008) provides the following historical overview of work on
large deviations. The origin of large deviation theory goes back to Scandina-
vian actuaries by Esscher (1932) who were interested in the analysis of risk
in the insurance industry. A general large deviations for sums of independent
random variables was established by Cramér (1938). The result for empirical
distributions of independent identically distributed (i.i.d.) random variables
is due to Sanov (1957). The generalization to Markov chains and processes
can be found in several papers (see, e. g., Donsker and Varadhan 1975, 1976,
1983). The results concerning small random perturbations of deterministic sys-
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tems go back, e. g., to Freidlin and Wentzell (1998)). There are lecture notes by
Varadhan (1984), texts by Ellis (2006), Dembo and Zeitouni (2010) and, most
recently, by Feng and Kurtz (2006). These cover a broad spectrum of topics in
large deviation theory. Large deviations in the context of hydrodynamic scal-
ing are discussed, e. g., in the exposition (Varadhan 1996), and large deviations
for random walks are discussed in (Varadhan 2003a; Borovkov and Mogulskii
2012), as well as the references in (Dembo and Zeitouni 2010). For a general
survey on large deviations and entropy appears in (Varadhan 2003b).

The review (Touchette 2009) presents many problems and results in statis-
tical mechanics, and shows how these can be formulated and derived within the
context of large deviation theory. The problems and results treated cover a wide
range of physical systems, including equilibrium many-particle systems, noise-
perturbed dynamics, and non-equilibrium systems, as well as multi-fractals,
disordered systems, and chaotic systems.

In this chapter we provide a broad description of research on the topic of
this dissertation based on an exhaustive analysis of the literature. We pay the
greatest attention to the results used for solving the problems posed in this
dissertation. For instance, we rely more on (Ibragimov and Linnik 1965; Sta-
tulevi¢ius 1967; Petrov 1995; Saulis 1978, 1980, 1981; Saulis and Deltuviene
2007; Saulis and Statulevicius 1991). In the first section, we give a central result
of large deviation theory that is among the most frequently applied: Cramér’s
theorem. Most of Section 1.1 is devoted to general lemmas on large deviations
and asymptotic expansions in the zones of large deviations in the case where
cumulant method is used (see, e. g., Saulis and Statulevi¢ius 1991). Section 1.2
presents a broad overview of the asymptotic behavior of sums of a random
number of summands (r.n.s).

1.1. Theory of large deviations for the sums of
non-random number of summands

Theory of large deviations concerns the rates at which probabilities of
certain events decay as a natural parameter in the problem varies. A specific
example will best illustrate this.

Assume that we have a family {X, X;,j = 1,2,...} of i.i. d. random vari-
ables that has a common distribution with mean and finite positive variance:

p=EX, o¢’=DX<oo, Fx(x)=PX<z), R (14
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In addition,

k k
Bx* = = r rix) =14

T In fx (u) (15)

u:O’ N Zk duk u=0

denote the kth-order moments and cumulants, k = 1,2, ..., where fx(u) is the
characteristic function (1.2) of the random variable X . Here the existence of
I',(X) up to the order k£ must be implied by the existence of all the kth-order
absolute moments of X. Let us consider the sum

Sn=>_Xj. (1.6)
j=1

According to the central limit theorem, the standardized sum

~ S, —ES, S,—nu
S, = =
DS, o\/n

with mean ES,, = 0 and variance DS,, = 1 has a limiting standard normal
distribution. In particular,

lim Fg (z) = ®(z)

n— oo
uniformly in x, where Fg (z) = P(S, < x) =P(S, — nu < \/nozx), and

2

1 x
O(z) = \/%/_ e 2dy (1.7)

is the standard normal distribution function. While the convergence is uniform
in x, this does not say much if x is large. Thus, there is significant interest in
the behavior of the ratio
1-F S«n (.’I})
1—®(z)

when z — oo. Whether this ratio tends to 1 even when z — oo, depends
on how rapidly x is becoming large. In the case where © < /n, the ratio
tends to 1 under suitable conditions, while if 2 ~ 4/n, it does not. In the
instance where © < \/n, we have moderate deviations, i.e., the refinements
of the central limit theorem (see, e. g., Gao and Zhao 2011 and the references
therein). Large deviations, which occur when z ~ +/n, are different. It is best
to think of them as estimating the probabilities 1 — Fg (z) = P(S, — nu >
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oynz), Fg (—z) = P(S, —np < —o+/nx), as x — oo, which are called
probabilities of large deviations.

The event {S,, > z} is a typical rare event of interest in insurance (see,
e. g., Ramasubramanian 2008). For example, X;, ;7 = 1,2, ..., might denote
the claim amount for policy holder j in a given year, in which case .S,, denotes
the total claim amount of n policy holders. Assuming a large portfolio for the
insurance company (that is, assuming that n is very large), any estimate of
P(Sn > x) gives information about the right tail of the total claim amount
payable by the company in a year. For more illustrations from insurance and
finance see, e. g., (Ramasubramanian 2008; Pham 2010). For a detailed account
of insurance models, also see (Rolski er al. 2001).

The asymptotic behavior of large deviations is a fairly new problem in
probability theory. The first limit theorems for the probabilities of large devi-
ations of sums of independent random variables were obtained in (Chintshine
1929). A theorem on the probability of large deviations for Bernoulli trials was
presented in (Smirnov 1933). The first fundamental theorem of large devia-
tions for the sums of i.i.d. random variables was proved by Cramér (1938),
who showed that the rate function is the convex conjugate of the logarithm of
the moment generating function of the underlying common distribution.

The behavior of the ratios

_1-Fg,(2) Fg, (=)

Un(x) = To0@) w(z) = o(—a) ze0,7,], (1.8)

where 7, is a non-decreasing function such that r,, — oo, n — oo, are of
significant interest. It follows from the central limit theorem that

U, > 1, V,—1 (1.9)

uniformly by = = [0, 7,], where 7, = O(1), n — oo. If the ratios (1.9) do
hold in the interval z € [0, 7,,] when 7, — oo, we call the interval a zone of
normal convergence. Cramér (1938) noticed that for large deviation problems,
particular conditions are needed for the random variable’s moments. The cases
that have been the most studied are those where the summands of the sums
satisfy either the Cramér condition (1.1), or the Linnik condition (1.3).

In the field of large deviations, the work (Cramér 1938) occupies a sig-
nificant place. The work presents, Cramér’s theorem, a central result of large
deviation theory and one of the most frequently applied. Cramér’s theorem has
been extended and generalized in several directions, for example, to sums of de-
pendent random variables or to general sequences of random variables. Feller
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(1943), Petrov (1975, 1954), and Statulevicius (1966) studied the probability
of large deviations for sums of independent non-identically distributed random
variables subject to Cramér’s condition. Feller (1943) extended Cramér’s the-
orem to sequences of not necessarily identically distributed random variables
under restrictive conditions. See (Feller 1969) for an account of Cramér’s the-
orem in the context of the central limit problem. Cramér’s theorem was also
expanded by Petrov see (Petrov 1954, 1953) and also (Petrov 1975, 1963, 1964).
Petrov obtained the optimal result for large deviation theorems in the Cramér
zone when the summands of the sum (1.6) are i. i. d. random variables. A de-
tailed proof of Cramér’s theorem can be found in (Petrov 1995: 178).

Let p = 0, without loss of generality. Petrov’s strengthened version of
Cramér’s theorem is as follows:

Theorem 1.1. Ifi. i. d. random variables { X, X;, j = 1,2, ...} satisfy Cramér’s
condition (1.1), then for all x > 0, x = o(y/n) as n — oo, the ratios

Ut = e {0 (Z2) 1+ 0(E2)), (110)

3

Vi () :exp{ —jﬁA(—jﬁ)}(Ho(aj\jﬁl)) (1.11)

hold, where \(u) = Y 72, \etF is a power series whose coefficients \j, de-
pend on the cumulants (1.5) of the random variable X.

The series A(u) converges for sufficiently small values of |u/|. It is called
Cramér’s series and appears in many results related to large deviations. Results
(1.10), (1.11) first were given in (Petrov 1954) together with a generalization to
the case of non-identically distributed random variables.

Cramér’s theorem is valid not only for real-valued random variables, but
also for R%valued random vectors, and even for some infinite-dimensional
random vectors. For a more detailed account of generalizations of Cramér’s
theorem, see in (Ramasubramanian 2008).

The analysis of the asymptotic behavior of the ratios U,, and V,, that are
defined by (1.8) is much more complicated, when the Cramér’s condition (1.1)
is not satisfied. Asymptotic convergence to a unit and the rate of convergence
of large deviation ratios (1.8) when i.i.d. summands of the sum (1.6) satisfy
the Linnik condition (1.3), were thoroughly investigated in (Linnik 1961a,b;
Zolotarev 1962; Nagaev, S.V. 1963). Linnik developed a new method (see,
e. g., Linnik 1961a,b) that yields general results when Cramér’s condition fails,
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and it has been extended by Petrov (1963, 1964), Wolf (1970), and Osipov
(1972). Nagajev, S. V. and Fuk (1971), Nagaev, S. V. (1973), and Nagaeyv, S. V.
and Sakoyan (1976) generalized large deviation theorems in the power Linnik
zones. These results are presented in the monograph by Ibragimov and Linnik
(1965) and in the survey paper (Nagaev, S. V. 1979). In these works and others,
large deviation theorems have been obtained by the rather complicated analyt-
ical saddle-point method (see, e. g., in Jensen 1995) and, as a rule, for sums of
i.i.d. random variables. This is the simplest case that allows one to conceive
the general view of large deviation probabilities.

Linnik’s generalized version of Cramér’s theorem (see Ibragimov and Lin-
nik 1965: 307) is as follows :

Theorem 1.2. Ifi. i. d. random variables { X, X, j = 1,2, ...} satisfy the Lin-
nik condition (1.3) withh = 1, v = 4v/(2v + 1), 0 < v < 1/2, and there
exists a function p(n) such that lim,_,., p(n) = 400, then in the interval
0 <z <n”/p(n), the ratios

Un(x):exp{\a;;)\[ﬂ<fﬁ)}(l_i_O(m\;—ﬁl)),
uxm::@m{__j;yﬂ(_;;)}(y+0<<;:))

are valid. Here N9 (u) = 4o AkuP, where q is a non-negative integer such
that

q+1 < q+2

2q+3) =" T 2Ag+a)

The next major step in addressing problems of large deviation theorems
was made when StatuleviCius (1966) proposed the method of cumulants to
consider large deviation probabilities for various statistics. The method of cu-
mulants provided a way to obtain large deviation theorems for sums of indepen-
dent and dependent random variables, polynomials forms, multiple stochastic
integrals of random processes, and polynomial statistics in both the Cramér
and the power Linnik zones. The monograph (Saulis and Statulevicius 1991)
addresses these issues.

The cumulant method was developed by Rudzkis, Saulis, and Statulevicius
(1978) where a general lemma of large deviations for an arbitrary random vari-
able X with the regular behavior of it’s cumulants (see condition (.S,) below)
was proved. Let us say that the random variable X with mean ;1 = 0 and vari-
ance 02 = EX? = 1 satisfies S. V. Statulevicius’ condition (S ): there exist
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v > 0and A > 0 such that

) < B2

>~ W, k:3,4, (S»y)

When v = 0, condition (S, ) ensures the analyticity of the generating function
¢x (2) in the domain |z| < A. Thus in this case, theorems of large deviations
in the Cramér zone are demonstrated. If v > 0, then the generating function
vx (z) is not analytical, and theorems of large deviations are demonstrated for
the power Linnik zones.

Condition (S,) can be easily verified for various multi-linear forms and is
therefore very convenient for asymptotic analysis of large deviations for various
statistics.

Let

_1
— 142 = —
A = cy ATy

C»y—6

6

and let 6;, with or without an index ¢ = 1, 2, ..., denote a quantity (not always
the same one) whose modulus is at most 1.

L (\/5)1:2” (1.12)

Lemma 1.1. (Rudzkis et al. 1978) If an arbitrary random variable X with . =
0 and EX? = 1 satisfies condition (S), then the ratios of large deviations

LB oL @b (14 0050 ).
}X(?:(Bﬂ)?) . _:1 (1.13)
By = oI a1+ 0@ 1)

are valid in the interval 0 < x < A.. Here

60(1 + 1042 exp{—(1 — z/A,)\/ 4A,})

J(@) = 1—z/A, ’
- T \3 241 4>0,
Ly(@) = Y M +0s( ) r:{ T
3<k<r v o '

The coefficients S\k (expressed by cumulants of the random variable X ) coin-
cide with the coefficients of the Cramér-Petrov series (Petrov 1975) given by
the formula

A = —br_1/k, (1.14)
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where by, are defined by the series of equations

J r .
St Y Tlw={ o 423, (115)
25 -2

Jidetir=j i=1

Ji>1
In particular,
~ 1
)\2 - _57
~ 1
>\3 = 6F3(X)7
~ 1
St = 52(Ia(X) = 3T3(X),
. 1
Ay = m([’g)(X)f10F3(X)F4(X)+15F§(X)),....

For the coefficients \» the estimate

- 2/16\k2
MMSE(Z) (k+ 1)) (1.16)

holds, and therefore

z3 3
>

L < L,(— -
’Y(x)— 2($+8A7)’ ’Y( J:)— 3A'y
Frequently, instead of precise equalities of large deviations, less precise
exponential inequalities have been used. These were proved in (Bentkus, R.
and Rudzkis 1980).

Lemma 1.2. (R. Bentkus, R. Rudzkis 1980) Assume that for an arbitmry ran-
dom variable X with |1 = 0 there exist quantities v > 0, H > 0, and A > 0
such that

kN1 H
’Fk(X)’ S (5) AkiQ’ k:273,... .
Then for all x > 0,
2
T
P(X >7) <oxpq - S(H + () AV O+20))) (TF) [(1+7) joooam

The proofs of Lemmas 1.1, 1.2 can be found, e. g., in (Saulis and Statule-
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vicius 1991: 20—40). The general Lemmas 1.1, 1.2 rendered an opportunity to
consider exponential inequalities, large deviation theorems for various statis-
tics. Based on the general lemma of large deviations, Rudzkis et al. (1978) ob-
tained large deviation theorems for sums of independent non-identically dis-
tributed random variables with regular behavior of it’s cumulants. Also see
(Rudzkis et al. 1979), where large deviation theorems for such sums in terms
of Lyapunov fractions are presented.

Consider independent non-identically distributed random variables X7,
Xayeey Xy m > 1, with p; = EX; = 0and 07 = DX; = EX? < oo,
7=1,2,...,n. Let

S, " -
n j=1

where B,, > 0. In addition, let max{b,c} := (b V ¢), b,c € R. Let us say that
the random variables X; with p1; = 0 and U?— < oo satisfy condition (B.):

there exist ¥ > 0 and K > 0 such that

[EXF| < (k)" K" 207, k=3,4,... (B,)

Theorem 1.3. (Rudzkis et al. 1978) Let the random variables X;,j = 1,2, ...,n,
satisfy condition (B.,). Then

(5 < B

< e b=

where

A, = B, /Kp, K,=(KV 1I;ljagxnaj}.

In addition, the ratios (1.13) and bound (1.17) hold for X := S,, with
Ay =c AT g =2 A=A,
where c., is defined by (1.12).

Corollary 1.1. Let the random variables X;, j = 1,2, ..., n, satisfy condition
(By). Then

1—Fs (x Fs: (—x
limﬁzl limﬂzl

n—oo | — @(x) ’ n—00 CI)(—x) ’ (1.18)
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hold for x > 0, x = 0(AZ(7)) as A, — oo, where v(y) = (1 +2(1 Vv ~y))~L.
If all the moments of the random variables X; up to order v = [1/v] + 2 in-
clusively coincide with the corresponding moments of the normal distribution,

then the ratios (1.18) are true for x > 0, x = O(A}/(H%)).

The last part of the assertion is meaningful only for 0 < v < 1. The
proofs of Theorem 1.3 and Corollary 1.1 can be found, e.g., in (Saulis and
StatuleviCius 1991: 44-45).

The cumulant method is the proper method for the analysis of large de-
viation probabilities P(S,, > Byz) in the case of dependent summands X,
7 = 1,2, .... For further details and references, see (Saulis and StatuleviCius
1991). A completely new method for normal approximation taking large devi-
ations into account was presented by Bentkus, V. (1986). This method is good
for the investigation of martingales and is based, following an idea offered
by Lindeberg in 1992, on the proof of the central limit theorem. Bentkus, V.
(1986) considered large deviations in Banach spaces. Bentkus, V. (2004) ob-
tained a new type of large deviation inequality. Rac¢kauskas (1995) studied a
normal approximation taking large deviations for martingales into account, by
combining S. V. Statulevi¢ius’ cumulant method with V. Benkus’ method.

Local limit theorems for densities taking into account large deviations in
the scheme of summation of random variables under the Cramér condition
were obtained by Rikhter (1957), Linnik (1961b, 1962), Nagaev, S. V. (1962),
Zolotarev (1962), Petrov (1963, 1964), Nagaev, A. V. (1967). The Cramér con-
dition is not imposed, e. g., in (Linnik 1961b, 1962; Zolotarev 1962; Nagaev,
S. V. 1962; Petrov 1963, 1964; Nagaev, A.V. 1967; Wolf 1970). The book
(Petrov 1975) examines asymptotic expansions in integral and local limit the-
orems with uniform and non-uniform estimates of the remainder term, and
also lists extensive references on local limit theorems and asymptotic expan-
sions. Asymptotic expansions for large deviations were first obtained by Ku-
bilius (1964). Asymptotic expansions in the zones of large deviations have
been studied, e. g., in (Cramér 1938; Petrov 1954, 1975; Linnik 1960, 196la;
Zolotarev 1962; Nagaev, S. V. 1963; Borovkov 1964; Statulevi¢ius 1965; Ibrag-
imov 1967; Nagaev, A. V. 1967, 1969; Bikelis 1967; Pipiras and Statulevi¢ius
1968; Saulis 1969, 1973, 1991, 1996, 1999; Wolf 1970; Misevic¢ius and Saulis
1973; Nakas and Saulis 1973; Bikelis and Zemaitis 1974, 1976; Osipov 1978;
JakSevicius 1983—-1985; Borovkov and Mogulskii 2000; Deltuviené and Saulis
2003a, 2003b).

Without elaborating on all of the studies of asymptotic expansions, we
present some results that have been used to solve the problems posed in this dis-
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sertation. Thus, let us consider the asymptotic expansion presented in (Saulis
1980) for distribution density of an arbitrary random variable which cumulants
exhibit regular behavior.

Suppose that for an arbitrary random variable X with mean y = 0, vari-
ance 02 = 1, and distribution function Fx(z) = P(X < z) forall x € R,
there exists a density function such that

sup px (x) < oo. (D)

Let © denote the set of all points on the line, at which px (z) either is con-
tinuous or has a discontinuity of the first kind, and in the latter case assume
that

p(z0) = (p(w0 — 0) + p(x0 + 0))/2.

Let X(h), h = h(x) > 0, be an arbitrary random variable conjugate to X,
accordingly, with the respective density and characteristic functions

h h+i
px(n)(®) = W, Ixmy(u) = W, (1.19)
where -
px(h) = / " px (z)dz (1.20)

is the generating function for the random variable X . Here h > 0 is the solution
of the equation

ps (k—2)!
Let
*\ (3\kak ¢(k)
£5 () :{ 20(2) wlx (), 7>0, (1.21)
Fx(ny(w), Y=

Moreover, f)(?)(u) = fx(u), s = 2[(1/2)(A%/18)/(1+27)] — 2 where A is
defined by condition (.S,) with y > 0. Set

1 2
p(z) = me‘? (1.22)
aly) = 2m+6725%V21/A, (1.23)

1 T
e(v,A) = —(1---)A,, 0<z<A,, (1.24)
12( A,) i U
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where A, is defined by (1.12). Furthermore, set

q(r,) = (3\@) +8(r 42267 Vg3
(G 1y (02, (1.25)
r*(x,A) = (1+9 m+ 2) )716mlc;n+lrmi_1(2)r>
( +46A, exp{ ;(1 _ A‘i) \/AT}) (1 _ i),(l.%)

r*(x,A)

Oasvy =0,

where I'(a) = [(“a* e ™dz,m = (1+7)+r+1,v>0,r > 1LIf

a=n¢€N,thenT'(n) = (n— 1)L

Lemma 1.3. (Saulis 1980) If the random variable X satisfies conditions (S.,)
and (D), then for each integer r > 1 in the interval 0 < x < A, the relation

3 —
P;((g) - exp{L < Z +91qr7)($21) 2

v=

+60s¢1 (v A3/2 exp { ( ) m}

0 / @) du | (1 + 04 (2, A)
|u|>e(y,A)

holds. Here ¢(z), f3(u), c1(7), (v, A), q(r,7), r*(x, A) are defined, respec-
tively, by (1.22)— (1 6). And

1
Zj\k:pk’ m:{]."‘r‘f‘;, ’Y>0,
00, v = 0.
3<k<m

The coefficients Ne (expressed by cumulants of the random variable X ) coin-
cide with the coefficients of the Cramér-Petrov series (Petrov 1975) given by the
formulas (1.14), (1.15) (see the estimate (1.16) of A, too). For the polynomials
M, (x), the formula

ZKk )Qu—k (2
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with
Kow) = 3 TT (- Amsar™), Ko(z) = 1,
m=1 M
_ 1 (Tnga(X) ) _
Qv(l') = ZHU+2T($)7r1;[1k?7n!<(TTL+j2)!> ; Q0($):1,

holds, where the summation is taken over all non-negative integer solutions
of the equation ki + 2ky + ... + vk, = v. And H,(x) is Chebyshev-Hermite
polynomial

»

35‘2 d’,‘ x

H.(z)=(-1)"e> d:z’”(f?' (1.27)

To prove Lemma 1.3, characteristic functions and the saddle-point method
were used along with the cumulant method (see, e. g., in Saulis and Statule-
vi€ius 1991: 155).

Note that to determine the structure of the reminder term

Ry= [ (g5 (128)
[ul>e(v,4)

for the asymptotic expansion in both v = 0 and v > 0, the known esti-
mates of StatuleviCius (1965) for the characteristic functions of an arbitrary
random variable may be used (see Lemmas 1-3 in (Statulevi¢ius 1965), or
Lemmas 3.1-3.3 in Section 3.1). Based on Lemma 1.3 and under condition
(B,) with v = 0, asymptotic expansion in the Cramér zone of large devia-
tions for the density function of the sum of independent non-identically dis-
tributed random variables X, 7 = 1,2, ..., with u; = 0, ajz = EX]2 < 00,
7 =1,2,...,n, and density functions such that

sup px; (x) < Aj < o0, A; >0, (D)

have been presented in (Saulis 1991) (also see Theorem 6.1 in Saulis and Stat-
ulevicius 1991: 180), were the structure of the remainder term in the case where
v = 0 was delivered.

Asymptotic expansions of large deviations in the Cramér and the power
Linnik zones for the density function have been generalized in (Deltuviené and
Saulis 2001, 2003b) by considering asymptotic expansions in the zones of large
deviations for the density function of sums of independent random variables
in a triangular array scheme. These results improve on the results on sums of
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random variables with weights in Book (1973).

Asymptotic expansions for the distribution functions of sums of indepen-
dent non-identically distributed random variables that take into consideration
large deviations in both the Cramér and the power Linnik zones have been
studied in (Saulis 1999), where the results was first obtained, primarily by ap-
plying the general lemma in (Saulis 1996) of asymptotic expansion in the zone
of large deviations for distribution function of an arbitrary random variable
with regular behavior of it’s cumulants. Deltuviené and Saulis (2003a) studied
asymptotic expansions in a triangular array scheme for the distribution func-
tions of sums of independent random variables that take into consideration
large deviations in both the Cramér and the power Linnik zones.

Note that the probabilities of large deviations in the Cramér and the power
Linnik zones can be investigated in terms of Lyapunov fractions (see Saulis
1999). Thus, the probabilities of large deviations in such zones mainly depend
not on individual properties but rather on the average properties of summands,
as emphasized in (Rudzkis et al. 1979; Saulis 1998).

1.2. Limit theorems for compound sums

The classical theory of limit theorems examines the non-random index
n > 1in the sum S, = X7 + ... + X, as arandom variables X;,j = 1,2, ...,
degenerated at the point n. Replacement of the number n by a non-negative
integer-valued random variable N is natural. Throughout thesis we shall as-
sume that the distribution of /N depends on some parameter, for example, when
N is a homogeneous Poisson process, the distribution of N depends on ¢ > 0,
and we denote N as IV; in this case. In addition, the mean, variance and the
distribution of N would be denoted by

a = EN, 5% = DN, P(N = s) = g, s € Np. (1.29)

Let us consider the random (compound) sum
N
Sy =>_X; (1.30)
j=1

of independent random variables X ;. For definiteness, it is assumed that Sy =
0. The most frequently considered case is when NV is independent of i.i.d.
summands X;. In simple terms, the random sum (1.30) is a partial sum in
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which the deterministic index n of the partial sum S,, is replaced by N.

The asymptotic behaviors of compound sums have been investigated in
the theory of probability and stochastic processes for some time now: (see,
e. g., Kolmogorov and Prokhorov 1949; Renyi 1960; Blum et al. 1962; Akso-
maitis 1965, 1967, 1973; Siradzhinov and Orazov 1966; Gnedenko 1967; Sta-
tulevicius 1967; Nagaev, S. V. 1968; Gnedenko and Fahim 1969; Feller 1971;
Szasz 1972a,b; Paulauskas 1972; Berzhintskas et al. 1973; Bernotas 1976; Batirov
et al. 1977; Saulis 1978, 1981; Embrechts et al. 1985; Sakalauskas 1985, 1988;
Kruglov 1988; Kruglov and Korolev 1990b; Gnedenko and Korolev 1996; Ko-
rolev and Shevtsova 2012; Sunklodas 2012 and the references therein) all of
which have appeared since the results in (Robbins 1948a).

Suppose that N := N,, n € N, are independent of the random variables
X. In general, the number of the terms V,, should satisfy some conditions. To
illustrate this we can recall that Robbins (1948a) used the condition EN,, — oo
as n — oo. To confer, the condition N,,/n P lasn — oo was applied

in Feller’s theorem for random sums (see, e. g., Feller 1971). Here 5 means
convergence in probability. In addition, Rychlik and Szynal (1972) required

.. P . .. .
the condition V,, — oo as n — oo. These classical conditions for IV,, stand in
the following relationship:

P P
Np/n=1lasn — oo = N, > occasn — oo = EN, — cocasn — oc.

The problem of finding conditions for which the limit relationships of the
sequence {S,,n € N} are transferred to {Sx,,n € N} has been solved in
more restricted cases, for example, in (Renyi 1960; Blum et al. 1962; Wit-
tenberg 1964) where the independence of X;,j = 1,2,...,n, and NN, is not
presupposed, so additional restrictions on the convergence of the sequence

{N,,n € N} are imposed. Renyi (1960) proved that if N,,/n B Y, where
Y is a discrete positive variable, and S,, /n'/? converges in law to normal, then
Sn, /N,lb/ % as well. (Blum et al. 1962) obtained this result under the weaker
assumption that Y is an arbitrary positive random variable. (Wittenberg 1964)
treated the case where S, and Sy, are close in the sense of Kolmogorov-
Smirnov distance, the greatest vertical distance between distribution functions.

It should be noted that a qualitative leap in the theory of summation of a
r.n.s N of i.i.d. random variables was made in Gnedenko’s 1969 paper and
those of his followers’ (see, e. g., Gnedenko and Fahim 1969; Szasz and Freyer
1971; Szasz 1972a,b), which obtained sufficient and necessary conditions for
the convergence of distributions of (1.30) in the scheme of series. It was the first
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fundamental result. Gnedenko and Fahim (1969) proved the transfer theorem
for sums of a r.n.s. of real-valued random variables. Suppose that for every
n € N, {X,x,k € N} is a sequence of i.i.d. random variables and that
{N,,n € N} is a sequence of positive integer-valued random variables such
that V,, and {X,, ., k¥ € N}. Gnedenko and Fahim (1969) proved that if

kn N
ZXn,kihuandk—”ipasn%oo
k=1 "

for some probability distributions x and p on R and (0, c0), respectively, then
Nn PR
> X [ uldpte),
k=1 0

where % denotes convergence in distribution and y! denotes the ¢-fold con-
volution power of the necessarily infinitely divisible distribution p, which is
well-defined by the Lévy-Chintchine formula. A partial converse to the trans-
fer theorem with necessary conditions under strong additional assumptions was
obtained in (Szasz and Freyer 1971), while Szasz (1972b) not only eliminated
these assumptions but also obtained necessary as well as necessary and suf-
ficient conditions. The aim of the investigations in (Szasz 1972a) was to give
both necessary and sufficient conditions for the convergence of the distribu-
tion of random sums with the random indices independent of the sequence of
non-identically distributed summands in the double array scheme.

There is considerable ongoing interest in random limit theorems of this
kind for numerous applications, and there currently exists a vast literature on
transfer theorems generalizing the transfer theorem of Gnedenko. Without pro-
viding a complete list, we refer to the literature cited in (Szasz and Freyer 1971;
Szasz 1972a,b; Kruglov and Korolev 1990b; Gnedenko and Korolev 1996; Ko-
rolev and Kruglov 1998; Peter 2012).

Questions related to limit distributions of normed, centered random sums
(1.30) fall under non-random centering and random centering (centering of
random sums Sy, by real numbers a,, n € N is non-random centering,
while random centering would involve ay;,). Obviously, random sums may
be normed both by constants which is non-random norming and by random
variables which is random norming. Letting b,, stand for a real number, vari-
ous kinds of random sums have been considered: (Sy, — an,,)/bn, are sums
with random centering and random norming, (Sy, — a,)/by,, are sums with
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non-random centering and random norming, (Sy, — ay)/by, are sums with
non-random centering and non-random norming. Possibly the first result for
limit distributions of random sums (1.30) of i. 1. d. random variables with non-
random centering appeared in (Robbins 1948a). As discussed in (Finkelstein
et al. 1994; Korolev and Kruglov 1998), the class of limiting distributions for
random sums of non-centered random variables normed by constants when
the summands are i.i. d. and have finite variance were considered in (Robbins
1948a; Robbins 1948b). Robbins (1948a) found sufficient conditions for the
weak convergence of growing compound sums and showed that, depending on
whether the sums are centered by constants or not, the limit distributions have
the form of location or scale mixtures of the laws that are limits for non-random
sums of the same summands.

Assume that {X, X,,,n € N} is a sequence of i.i.d. random variables
with a common distribution function Fx = P(X < x), mean y = EX (not
necessarily equal to zero), and finite common variance 02> = DX > 0. Let
{N,,n € N} be a sequence of positive integer-valued random variables that

are independent of {X, X;,j = 1,2,...} and such that N, B casn — 0.
Under these assumptions, Robbins proved that if

N, — EN,,
7DNn i> (some) U, (1.31)

then
SN, —

Vno

and Fy = ® % Fy;, where @ is the standard normal distribution function (1.7)
and * denotes the convolution operation. Y is a mixture of normals, the mean
being mixed by U.

A large number of generalizations and refinements of Robbins’ results have
been obtained (see, e. g., Siradzhinov and Orazov 1966; Nagaev, S. V. 1968;
Paulauskas 1972; Rychlik and Walczyriski 2001; Bernotas 1976; Kruglov 1988;
Finkelstein et al. 1994). As discussed in (Finkelstein et al. 1994), Kruglov
(1988) obtained a generalization of Robbins’ theorem under the assumption
that EN? < oo. It was proved that a necessary and sufficient condition for

i> (some) Y

Sn,, — tEN,
Vo2EN,, + u2DN,,

i) (some) Y

is that (1.31) in which case Fy = @ x Fy. Independently of this work Finkel-
stein and Tucker (1990) obtained a similar generalization of Robbin’s result,
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and it’s converse, but without moment assumptions on NV,,. Kruglov and Ko-
rolev (1990a) obtained necessary and sufficient conditions for the convergence
of non-randomly centered random sums of non-identically distributed random
summands in the double array scheme. A fairly complete study of earlier re-
sults connected with random centering appears in the monograph (Kruglov
and Korolev 1990b). Without providing a detailed list of studies connected
with random or non-random centering and norming of (1.30), we refer, e. g.,
to (Kruglov 1988, 1998; Kruglov and Korolev 1990a,b; Korolev and Kruglov
1998; Finkelstein and Tucker 1990; Finkelstein et al. 1994; Gnedenko and Ko-
rolev 1996; Rychlik and Walczyiiski 2001 and the literature therein).

Siradzhinov and Orazov (1966) were the first to solve the problem of esti-
mating the deviation of the distribution of a random sum Sy of ar.n.s. N of
i.1.d. random variables. Their estimate was improved in (Nagaev, S. V. 1968).
However, the results in these papers are more limited than in the paper (En-
glund 1983), where an estimate of the reminder term in the normal approxi-
mation for compound sums (1.30) of i.i. d. random variables is constructed for
the case where the means of the summands are not equal to zero. Sakalauskas
(1985) provided some estimates of the accuracy of the approximation of com-
pound sums of i.i.d. random variables by the scale mixtures of stable laws
which turn out to be limiting. The problem of estimating the deviation of the
distribution of random sum (1.30) in the case of differently distributed ran-
dom variables was solved, e. g., in (Paulauskas 1972; Berzhintskas ef al. 1973;
Batirov et al. 1977; Batirov and Manevich 1983; Rychlik 1985; Korolev 1988).
According to (Korolev 1988), the uniform estimates obtained by transferring
the known estimates for a nonrandom index to randomly indexed sums in the
(Batirov et al. 1977; Batirov and Manevich 1983; Englund 1983; Rychlik 1985)
have some disadvantages, though they have an optimal structure in the sense
that there are examples (Englund 1983; Paulauskas 1972) showing that the dis-
tribution of random sums Sy do not converge to the normal law if the majo-
rants of the reminder term specified by the assertion in (Batirov et al. 1977;
Batirov and Manevich 1983; Englund 1983; Rychlik 1985) do not tend toward
zero. Korolev (1988) considered integral and local uniform estimates of the
accuracy of normal approximations for the distributions of (1.30) free of the
disadvantages of the works (Batirov et al. 1977; Batirov and Manevich 1983;
Englund 1983; Rychlik 1985) (for more details see Korolev 1988).

Again, without a detailed exposition on the convergence rates in various
metrics in the central limit theorem for the sums (1.30) of a r. n. s. (in addition
to the above papers) we cite, e. g., (Sakalauskas 1988; Kruglov and Korolev
1990b; Gnedenko and Korolev 1996; Bening et al. 1997; 2012; Chaidee and
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Tuntapthai 2009; Shang 2011; Nefedova and Shevtsova 2013; Sunklodas 2012
and the references therein).

Since in most cases the accurate distribution for the sum Sy of ar.n.s. is
not available, deriving asymptotic relationship for it’s tail probability P(Sy >
x) is important. Such asymptotic results often appear in actuarial situations
(see, e. g., Bening and Korolev 2002; Embrechts et al. 1997; Foss et al. 2013;
Korolev et al. 2011; Mikosh 2009; Pragarauskas 2007).

In recent years a very extensive literature has appeared on the approxi-
mation of tail probabilities of random sums (1.30) of i.i.d or non-identically
distributed random variables under different assumptions and with various ap-
plications. The tail of the compound distribution depends on the tails of the
non-negative integer-valued random number of terms N and of the summands
Xj,j = 1,2,..., themselves. First, let us define light-tailed and heavy-tailed
distributions (see Definitions 1.1-1.3 or, e. g., Mikosh 2009; Foss et al. 2013).

In probability theory, heavy-tailed distributions are probability distribu-
tions whose tails are not exponentially bounded. There is still some discrep-
ancy in the use of the term "heavy-tailed". Some authors use the term to refer
to those distributions for which not all the power moments are finite, and some
others refer to those distributions that do not have a finite variance. Occasion-
ally, "heavy-tailed" is used for any distribution that has heavier tails than the
normal distribution. The usage of the term "heavy-tailed distribution" varies
according to the area of interest, but it is frequently taken to correspond to an
absence of (positive) exponential moments.

Definition 1.1. The distribution of a random variable X with distribution func-
tion F(z) = P(X < z), © € R is said to be heavy-tailed if Eexp{yX} =
o0, forall v > 0.

The counterpart is given by the following definition.

Definition 1.2. The distribution of a random variable X with distribution func-
tion F(z), x € R is said to be light-tailed if E exp{yX} < oo, for some vy >
0.

If distributions of X and N are light-tailed, then saddle-point approxima-
tion techniques can be used to analyze the tail of Sy (see, e. g., Embrechts et
al. 1985; Jensen 1995).

We also provide the following definition which is the most general in use.

Definition 1.3. A distribution function F(x) is heavy-tailed if and only if
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limsup,_, ., F'(z) exp{yz} = oo, forall v > 0. Here F(x) = 1 — F(x).

Definition 1.3 includes all distributions encompassed by the alternative
definitions, as well as those distributions such as log-normal that possess all
their power moments.

Heavy-tailed probability distributions are an important component in the
modeling of many stochastic systems (see, e.g., Embrechts ef al. 1997; Fay
et al. 2006; Robert and Segers 2008). They are essential for describing risk
processes in finance and also for insurance premia pricing. They are frequently
used to accurately model inputs and outputs of computer and data networks and
service facilities such as call centers. In addition, such distributions occur nat-
urally in models of epidemiological spread. Examples of heavy(light)-tailed
distributions and subclasses (the distribution function has consistent, domi-
nated variation, is long-tailed, sub-exponential) of heavy-tailed distributions
may be found, e. g., in (Chistyakov 1964; Cline 1994; Mikosh 2009; Gao et al.
2012; Yang et al. 2012; Foss et al. 2013).

We will omit here a detailed exposition of results on heavy-tailed distribu-
tions as we are interested in normal approximation to the distribution of com-
pound sums that take into consideration large deviations both in the Cramér
and the power Linnik zones (see, Section 1.1). Thus, only as an illustration, let
us consider some results on tails of random sums (1.30) in case of the heavy-
tailed distributions.

Assume that the summands of the compound sum Sy are i.i.d. random
variables { X, X;,j = 1,2, ...} with mean and finite positive variance

p=EX, 0<o?’=DX <.

Moreover, assume that the non-negative integer-valued random variable N is
independent of the mentioned summands. As important result in the literature,
in the case of i.i.d. random variables {X, X;,j = 1,2,...} with the distri-
bution function F'(x) = P(X < x) and finite positive mean p = EX is
the following. Assume that the distribution function F'(z) is sub-exponential
(this heavy-tailed distribution class was introduced in Chistyakov 1964), i.e.,
lim, o F*2(z)/F(x) = 2, where F*2(z) denotes the 2-fold convolution of
the distribution function F'(z) with itself. If, in addition, [V is light-tailed, then
(see, e. g., Embrechts et al. 1997)

P(Sy > x) ~ aF(z), T — o0.

Here ~ means asymptotically equivalent. In more detail, for two positive func-
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tions u(x) and v(z), we write u(x) ~ v(x) if limg_,oo u(x) /v(x) = 1. Aleske-
viciené et al. (2008) considered the case where F(z) = o(H(z)) and H(x)
has consistent variation, i. e., lim,, ~ limsup,_,, H(zy)/H (x) = 1 (this reg-
ularity property was first introduced by Cline (1994) and is called intermediate
regular variation). AleSkeviciené et al. (2008) proved that

P(Sy > z) ~ H(zp™), xr — 00,

generalizing the corresponding result in (Robert and Segers 2008). Robert and
Segers (2008) concentrated on the converse case when the tail of (1.30) is
dominated by the tail of IV. This case is relevant, for instance, for earthquake
insurance, for featuring a potentially large number of bounded claims, or for
cases of individual unobserved heterogeneity, as well as in queueing theory
(see Resnick 1992; Fay et al. 2006; Robert and Segers 2008). Aleskeviciené
et al. (2008) considered applications to the asymptotic behavior of the finite-
time ruin probability in a compound renewal risk model. The compound re-
newal risk model was first introduced by Tang et al. (2001), and it has since
been extensively investigated by many researchers (for example, see Gao et al.
2012; Yang et al. 2013; Lin and Shen 2013 and the references therein). Yang
et al. (2012) considered the asymptotic behavior of the tail probability for the
random sum Sy with negatively dependent increments on R in three cases:
P(N > z) = o(P(X > x)) and the distribution function F'(z) is dominat-
edly varying (this heavy-tailed distribution class was introduced by Feller see,
e.g., Feller (1971)) that is, limsup,_, . F(zy)/F(x) < oo, for every fixed
y > 0; P(X > z) = o(P(N > x)) and the distribution function of N is
dominatedly varying; and the tails of X and N are comparable and dominat-
edly varying. The technical restrictions on the distribution functions of X and
N have been minimized. (He et al. 2013) considered asymptotic lower bounds
of precise large deviations with non-negative and dependent random variables
and discussed these in a multi-risk model. The paper considered the case where
it does not matter whether the distributions of the random variables are heavy-
tailed or light-tailed. The work extended and improved the results presented in
(Konstantinides and Loukissas 2011; Loukissas 2012).

As has already been mentioned, we are specifically interested in normal
approximation to the distributions of random sums that takes into consider-
ation large deviations in both the Cramér and the power Linnik zones. The
papers (Aksomaitis 1965, 1967, 1973; StatuleviCius 1967; Saulis 1978, 1981;
Saulis and Deltuviené 2007) address large deviations in the Cramér zone for
distributions of random sums. Of existing methods on large deviations (see,
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e. g., Saulis and Statulevicius 1991; Jensen 1995; Borovkov 1999; Fatalov 2011,
2010; Gao and Zhao 2011), we rely on the cuamulant method. However, there are
only a small number of papers (see, e. g., Statulevicius 1967; Saulis 1978, 1981;
Saulis and Deltuviené 2007; Kasparaviciité and Saulis 2010, 2011a, 2011b,
2013) on normal approximation taking into account large deviations for the
distribution of the sums of a r. n. s. in the case where cumulant method is used.

Recall that we assumed that the distribution of non-negative integer-valued
random variable N depends on some parameter. Statulevicius (1967) proved a
theorem on large deviations in the Cramér zone for the distribution function
Fg, (pa + zoy/a) in case of i.i.d. summands and where « = EN — oc.
The proof was obtained using the lemma (see Statulevicius 1966) on large
deviations for the distribution F'x (u+ o) of an arbitrary random variable that
has finite moments of any order. In addition, it was assumed that the following
conditions are satisfied: there exist nonnegative numbers H;, H2, K1, K9 such
that

E(X — u)*| < kKH K202, k=3,4,..,

and
ITL(N)| < K HoKE -ttt =be g —12 . (1.32)

However, in the proof of the theorem on large deviations for Fi, (ua+zo/a)
was assumed that without loss of generality u = 0, but while the mean may
be assumed to be zero without loss of generality when the number n € N of
summands is non-random, this is not so for sums of a random number N of
terms. Aksomaitis (1965) considered large deviation theorems in case where
N = Ni,t > 0,and EN; = oy — oo as t — oo. Moreover, instead of
condition (1.32), the stronger condition

ITW(N)| < Chalt =D — 93

was used, where C' > 0 and € > 0.

Later, Saulis (1978) presented large deviations for the distribution function
of the maximum of a random number of sums of i. i. d. random variables in the
case where p = 0. In addition, the following Theorem 1.4 on large deviations
in the Cramér zone for Fs, (0+/ax) has been established.

Theorem 1.4. (Saulis 1978) If 1 = 0 and the conditions (1.33), (K): there
exist quantities Ko > 0, ¢ > 0, and A > 0 such that

ITW(N)| < kIKE ot E=De =1 2 (1.33)
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/ e"dFy () < oo, |h| < A, (K)

—00

are satisfied, then in the interval max{1,2v/3.5¢Ina} < z = O(a(1=9/2) the

relation

= quE‘Z;gax) = exp{ L)1+ 0(—27)
2 1'2
rof(1e pma{ 2 T e { - 1),
k

holds as a — oo. Here L(x) = Y 7 5 cpx” is a Cramér power series with
coefficients ¢y, that are expressed in terms of the cumulants of Sy .

Under the same conditions as in (Statulevi¢ius 1967) and using the cumu-
lant method, Saulis (1981) considered large deviations in the Cramér zone for
a sum of a random number of random vectors (for more detail see, e. g., Saulis
and StatuleviCius 1991: 203-206).

Let us denote the standardized version of (1.30) as

NT /DSy

with mean ES ~ = 0 and variance DS n = 1. Saulis and Deltuviené (2007)
considered the asymptotic behavior of large deviation theorems for the distri-
bution function Fg (x) (see Theorem 1.5) and exponential inequalities of the
probability P(ig N > x) (see Theorem 1.6) when p # 0. It was assumed that
the random variable X satisfies the conditions: there exist quantities /X' > 0,
K7 > 0, € > 0 such that

DSy >0, (1.34)

EXF| < KIK*2EX?, k=34,.., (Bo)
and

ITL(N)| < (1/2)kIKF-2(p2) k=2 p =23 ... (1.35)

Let

Ay = oo+ p2B2/Ly, Ly = (3K1|u|B* v (1Vo/|u|)4M),

where M = 2max{K, o}. Assume that Ay — oo if § — oc.
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Theorem 1.5. (Saulis and Deltuviené 2007) Assume that the random variables
X and N satisfy conditions (Bg) and (1.35). Then

1-Fg (z) Fz (—x)
o b el L

hold for x, x > 0, x = O(A}\;g) as f— oo when0 <e<1/2.

Theorem 1.6. (Saulis and Deltuviené 2007) Let X and N satisfy the condi-
tions of Theorem 1.5. Then

exp{—x2/12}, 0<z<3Ap,

P(£Sy 2 7) < { exp{—zAn/4}, x> 3AN.

1.3. Conclusions of Chapter 1

Let us consider the weighted random (compound) sum
N
Zy =Y a;X; (1.36)
j=1

of ar.n.s. of i.i.d. weighted random variables. Here 0 < a; < oo. Again, we
suppose that NV is independent of {X, X;,j = 1,2, ...} and, for definiteness,
we assume that Z; = 0. In addition, it is assumed that the distribution of N
depends on some parameter.

1. It follows from the Chapter 1 that is a very extensive literature on ap-
proximation of tail probabilities for random sums of a r.n.s., under
different assumptions and with various applications. However, among
scientific works there are no works — excepting the papers (Kaspar-
aviciuté and Saulis 2010, 2011a, 2011b, 2013) by the author of this
thesis and L. Saulis — for normal approximation that take into consid-
eration large deviations in both the Cramér and the power Linnik zones
for the standardized weighted compound sum

5 _ Zn—EZy
N — /7DZN )

in two cases: p # 0 and p = 0 (see Chapter 2).
2. The papers (Kasparavicitte and Saulis 2010, 2011a, 2011b, 2013) gen-

DZyx >0, (1.37)
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eralize the previously mentioned results of (Statulevi¢ius 1967; Saulis
1978; Saulis and Deltuviené 2007) in the Cramér zone. It should be
emphasized that the papers (Kasparavicitite and Saulis 2011a, 2011b,
2013) consider the instance where the characteristic function of the
separate summand of Z is not analytic in a vicinity of zero, while the
papers (Statulevicius 1967; Saulis 1978; Saulis and Deltuviené 2007)
considered only the instance where the characteristic function of (1.37)
in the case where a; = 1 are analytic in a vicinity of zero.



Theorems of large deviations for
random sums

Assume that {X, X, j = 1,2,...} is a family of i.i.d. random variables.
Throughout IV denotes a non-negative integer-valued random variable, besides
we shall assume that the distribution of NV depends on some parameter. For
example, when N is a homogeneous Poisson process (see Definition 2.2 in
Subsection 2.4.1), the distribution of N depends on ¢ > 0, such that ¢ — oo,
and we denote IV as IV, in this case. We also note that the probability space on
which the random variables N and {X, X;,j = 1,2, ...} appear is the same.
Obviously, the assumption of the existence of a probability space on which all
the random variables with the specified properties appear does not restrict the
generality.

Consider weighted random (compound) sum

N
ZN = Zanj,
j=1

of a r.n.s. of i.i.d. weighted random variables. Recall that 0 < a; < oo.
Throughout, we assume that V' is independent of { X, X;,j = 1,2, ...}, and for
definiteness, we suppose that Zy = 0. For instance, in ruin theory the weights
are interpreted as discount factors and the sequence X; as the net returns of

33
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an insurance company, for the purpose of analyzing the probability of ruin in
either a finite or an infinite time. In general, random weighted sums appear
in the analysis of random stochastic equations, and they have applications in
many areas.

In this chapter, we are interested in the normal approximation for the dis-
tribution of a standardized weighted random sum

5 _ Zn—BiIy
N — /7DZN )

that takes into consideration large deviations in both the Cramér and the power
Linnik zones in the case where cumulant method (see Section 1.1 or the mono-
graph by Saulis and Statulevicius (1991)) is used. Let us recall that, to the best
of our knowledge, the scientific literature on aforementioned problem has no
studies except for the papers (Kasparavicitité and Saulis 2013, 2011a,b, 2010).
We also refer the reader to the papers (Statulevic¢ius 1967; Saulis 1978, 1981;
Saulis and Deltuviené 2007) that consider an instance of aforementioned prob-
lem, more detail, that address normal approximation taking into consideration
large deviations in the Cramér zone for the distribution of the sums (1.34).

DZy > 0,

Such probability characteristics as the mean, variance, and moments of
higher order play an important role in the analysis of the asymptotic proper-
ties of random sums (for more detail see, e. g., Kruglov and Korolev 1990b).
Accordingly, Section 2.1 is devoted to the main probability characteristics of
the examined compound random variables and weighted random sum (1.36).
In addition, the conditions for moments and cumulants are also presented.

To achieve theorems of large deviations, the cumulant method (see Sec-
tion 1.1) is used. Thus the combinatorial method is used in Section 2.2 to
evaluate the suitable bounds for the kth-order cumulants, k& = 3,4, ..., of the
standardized weighted compound sum (1.37). Section 2.3 lists theorems of:
large deviations, in both the Cramér and the power Linnik zones, comparing
the behavior of probabilities of large deviations of standardized weighted ran-
dom sum (1.37) against the standard normal distribution (1.7); the exponential
inequalities for the probability P(:l:Z N > z). In addition, this section also
considers the absolute error estimate for the normal approximation to the dis-
tribution of (1.37). Instances of large deviations are presented in Section 2.3,
including the cases where the number of summands obeys the binomial law,
is homogeneous, or is a mixed Poisson process, as well as, the cases where
aj=1,7=1,2,...,and a; =v,0<v<1.
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2.1. Main conditions and probability characteristics

Recall that (1.4) denotes the mean, finite positive variance, and distribution
function of X as

p=EX, 0<o’=DX<oo, Fx(x)=PX<z), zcR
In addition, the kth-order moments and cumulants of X are defined by

1 dF 1 dF

BXF = i) () o fy(w)] . k=12

u:O7 - ik duk u=0

respectively, where fx(u) = Eexp{iuX}, u € R is the characteristic function
of the random variable X. Here I} (X) = EX and I'»(X) = DX.

We say that the random variable X with 0 < 02 < oo satisfies condition
(B,) if there exist constants v > 0 and /& > 0 such that

B(X — w)f| < (YK 262 k=34,... (B,)
Condition (B.) is a generalization of S. N. Bernstein’s familiar condition

EXF| < (1/2)kIK* 202, k=2,3,..., (Bo)

where it is assumed that 1 = 0. Condition (B,) ensures the existence of all
order moments of the random variable X. Taking into account the fact that
I'(X) = I't(X — p), k = 3,4, ... and using Lemma 3.1 in (Saulis and Stat-
ulevicius 1991: 42), we take up the position that

Proposition 2.1. (Saulis and Statulevicius 1991) If the random variable X sat-

isfies condition (B.), then
(X)) < (KDY MP26% M =2max{o,K}, k=2,3,.... (2.1)

To define the mean and the variance of Z, we first introduce the following
compound random variables T}y ;.:

Tny =Y aj, reN, (2.2)

where 0 < a; < oo. For definiteness, we assume Tp . = 0 for any fixed 7.
Clearly, Tnvo = N, in case where r = (0. Here N is non-negative, integer-
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valued random variable with the mean, variance and the distribution
a=EN, 5% = DN, P(N =s)=gqs, s€N.

It is easy to verify that the probability characteristics of Ty, are expressed
through the characteristics of the sum

Tyr = Zag, seN, (2.3)

where the number of summands s is non-random. For instance, the mean, vari-
ance, and second moment are as follows:

o e e}

ETv, = ) a:ETng N =s) =) 4T, 24)
s=0

_ 2 2

DTy, = EIy,—(Eln,), (2.5)
oo o

ETY, = Y ¢E(T},IN=5)=> q¢T2,. (2.6)
s=0 s=1

In addition, the characteristic function for Ty ;. is

(o)
fry, (u Z qsE “‘TN”\N =5) = Z gseTsr .y e R. 2.7)

We shall also need the following proposition:

Lemma 2.1. Suppose that the functions y = y(x) and z = z(x) have deriva-
tives of order k > 1. Then

dF *dm k 1 /1 & m;
W) =k e Tl (@) @®)

where the summation )] is carried out over all non-negative integer solutions
(m1, ma, ..., my) of the equation

{ mi + 2ma + ... + kmy = k, (2.9)

mi1+mo+...+mg=m

where 0 < mq,...mp < k,and1 <m < k.
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This proposition can be established by induction and appears, for instance,
in (Petrov 1995: 170) (see Lemma 5.6), where citations for other references can
also be found.

We note that fr,; (u)|u=0 = 1 and

d"Ilny 1
=(-1™ - 1! =1,2,....
dym y=1 ( ) (m )7 m ) &y

Hence, using (2.7) and (2.8) together with the definition (1.5) of the kth-order
cumulants we derive the equality

1 dF
DTve) = e g v, ()],
k .
* dm 1 1 d] m
= By g LA W)
Zl dym yyfTN,r(u)jE[lmj! ]!Z]dy]fTN’T( ) o
k
« (=)™ (m —1)! 1 \my
B | L j
k‘zl mql-..oomy! jE(j!ETN,r) ) (2.10)

which expresses the cuamulants I, (T ,.) of arbitrary order k through the kth-
order moments

k _ k _
BT}, = 5o fTNm(u)‘uzo = ;:1 ¢TE, k=1,2,... (21

Aforementioned equality can be obtained using equality (1.34) in (Saulis and
StatuleviCius 1991: 8).

Setting 0 < a = sup{a;, j =1,2,...} < oo, we note

ET), <d""VETE, 0<i<rr=12.,k=12... (212
We proceed to show that for (2.5), the following estimate is valid:

DTy, <a®" DTy, 0<I<r (2.13)

Indeed, it can be obtained quite-easily. Observe that we can rewrite (2.4) as
follows:

o o0
ETy, =Y g} =>» P(N>j)aj, (2.14)
s=j j=1
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where

=> ¢, O0<P(N>=j <L (2.15)

Since

ZZaanqs—QZ Z P(N > n)a,a’;

s=2j,n=1 Jj=1ln=j+1
Jj#n

we also can rewrite (2.4) as follows

(@) S
B3, =3 (300) 00 = X e+ 3 3 e
s=1 “j=1

s=1j=1 s=2j,n=1
Jj#n
o0 o0 o0
=Y P(N >j)ai" +2) Y P(N >n)ajaj. (2.16)
j=1 j=ln=j+1

Hence, by

o
(ETw,)? Z (N > 5))? 2’“+2ZZ (N > n)a,P(N > j)al,
j=1 Jj=1ln=j+1

and from (2.5), (2.14), and (2.16) we have

o
DTy, =ET}, — (ETy,)? =Y (1-P(N > j))P(N > j)a3"
7=1
- 22 Z (N >n)al(1—P(N > j))a]. (2.17)
Jj=ln=j+1

Subsequent, application of a}a;, < a?(r=lg akal, and 3" < a 2= g a,0<1<
r,r = 1,2 .., yields (2.13). Furthermore, by virtue of (2.12), similar but rather
complicated calculations can show that for (2.10), the estimate

[T )| < =D\ 0(Twy)|, k=1,2,..., 0<I<m (2.18)

holds for r = 1,2, ... . Obviously, here

J

k
* 1 /1 AN
\Fk(TN’l)\gk!E:1(m—1)!|IW<ﬁET]]V’Z> . k=12,
LI\l
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where summation Y] is carried out over all non-negative integer solutions
(my,ma,...,mg), 0 <myq,...,mi < k, 1 <m <k, of equation (2.9).

We will see later (see the proof of Lemma 2.2 in Section 2.2: 40) that from
(2.33) and together with (2.20), it follows that if we need to estimate upper
bounds for the kth-order cumulants of the standardized weighted random sum
(1.37), we must impose conditions not only for the kth-order cumulants of the
random variable X but, depending on the case: p # 0 or 4 = 0, of Ty 1 or
T'n as well. Consequently, we assume that the compound random variables
Ty, and T2 defined by (2.2) with » = 1,2 satisfy the conditions (L) and
(Lp), respectively: there exist constants K1 > 0, K2 > 0 and € > 0 such that

1 — —2)e
|[ (T )| < 5k!Kf 2(DTy ) T *=2e k=23, .., (L)
[ (Tno)| < KK Y ETy) T EDe k=1,2,... (L)

Throughout the rest of thesis, we use the first condition (L) when p # 0, and
the second condition (Lg) when p = 0.

Inisolated instance (a; = 1, j = 1,2, ...), these conditions are imposed for
the kth-order cumulants of the random variable N (see conditions (1.32) and
(1.33), and also instances where NN is distributed according to the binomial law,
is homogeneous, or is a mixed Poisson process).

It is easily seen that, by virtue of conditions (L) and (Lg) with 0 < € <
1/2, the cumulants I'y(Tn1/\/DTn,1) and I'y(Tn2/+/ETN2) decrease as
DTN — oo and ET)y o — 00, respectively.

Let us now define the main probability characteristics of the weighted ran-
dom sum Z that is defined by (1.36). The sum Z is a partial sum where
the deterministic index s of the partial sum Z; = Z;Zl ajXj, s € N, of
i.1.d. weighted random variables has been replaced by the random variable V.
Application of (2.4)—(2.6) leads to

o0
EZy =Y ¢E(ZJN =s) = uETn,, (2.19)
s=0
EZ% = EX’ET, 2(ET2, — = o2 2T
N = N2+ [ (ETN,l ETN’Q) =0 ETN72 +u ETN,l'
Consequently,

DZy = EZ% — (EZN)? = 0*ETy o + 11*DTn 1. (2.20)

Although the random variables X ; under consideration are absolutely con-
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tinuous, Z may be not absolutely continuous, due to the degenerate distribu-
tion function

1, >0,

Therefore, certain difficulties may appear in the formulation of problems re-
lated to local limit theorems, as the distribution function for all x € R,

Fz.(z qu (Zy < z|N = s) quP(ZS < x),
s=0

is not absolutely continuous. Since we are considering large deviation theorems
(the case where x > 0), the distribution function for (1.36) will therefore be

o
Fry(z)=qo+ Y asFz(x), x>0 2.21)
s=1

Since N is independent of the i. i. d. random variables { X, X;,j = 1,2, ...},
given (1.5), we derive that the characteristic function

fZN< _ zuZN _ Zq wZN‘N — 8) — qufzs (u)
— Zq elanS u) — qu exp {Z ]({‘ZS)( U)k} (222)

= qu exp {Z % k]];l:(X) (zu)k}, u € R, (2.23)

of Z exists if the kth-order cumulants (1.5) of X exist. Here T ;, = Ej':l af.

2.2. The upper estimates for the kth order
cumulants

Let us consider the standardized sum (1.37) of a r.n. s. of i. 1. d. weighted
random variables:

~ Zn — EZyN
IN="Upzy 0 =Lk
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with EZy = 0and DZy = 1. Here 0 < aj <oo,7=1,2,...,and EZy and
DZy > 0 are defined by (2.19) and (2.20). Recall that non-negative integer
valued random variable IV is independent of { X, X;, j = 1,2, ...}. In addition,
the distribution of NV depends on some parameter.

To obtain large deviation theorems for Zn, the cumulant method proposed
by Statulevicius (1966) and generalized by R. Rudzkis, L. Saulis, S. V. Statule-
vicius (1978) (for detailes, see Section 1.1: 9, or monograph Saulis and Stat-
ulevicius 1991) is used. It is a powerful method that enables investigation of
large deviations for random sums of both independent and dependent random
variables.

Since we are interested not only in the convergence to the normal dis-
tribution but also in a more accurate asymptotic analysis of the distribution
Fy (z) = P(Zy < z), we must first find a suitable bound for the kth-order

cumulants of Zx. Lemma 2.2 below presents the accurate upper estimate for
| (Zx)in two cases: p1 # 0 and p = 0.

Define the abbreviations (b V ¢) = max{b,c}, b, c € R, 0 < a =
inf{a;,j =1,2,...} < ooandrecall that 0 < a = sup{a;,j =1,2,...} < oo.

Lemma 2.2. Suppose the random variable X with variance 0 < o>

< o0
fulfills condition (BW) and that the random variables T' 1 and T'y 2 defined by

(2.2) satisfy conditions (L) and (L), respectively. Then

~ (k!)“"y
‘Fk(ZN)’ < Ak,_Q ) k:3747"'7 (224)
where
_ AN) lf/*’é 7& 07
A= { AN, if p=0. @2
Here
vDZyN aN2/a ao
Ay=—"— Ly=2(- -K DTn1)V(1V——)aM 2.2
NIy o (a) (a 1p(DT,1) v( vmm)“ )’ (2.26)

where DZ is defined by (2.20), and

vDZN

Lno

Ang = , Lyo=2(1V Ky(ETn2))((1/2) Va)M, (2.27)

where DZ is defined by (2.20) with i = 0. The constants K1, Ko, €, and M
are defined by conditions (L), (Lg), (2.1), and DT 1, ETN 2 are defined by
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(2.5) and (2.4).

Proof of Lemma 2.2. First, observe that fz, (u)|u=0 = 1, where fz, (u) is
defined by (2.23), and recall that

d™Iny

Qe = (=)™t (m — 1), m=1,2,....

According to Lemma 2.1 together with definition (1.5) of the kth-order mo-
ments and cumulants, we can assert that forall k = 1,2, ...,

dk

x M
=ry iy Iny|

’u:O

11 i m;
(u)J.I;[lmj!(ﬂszN(u))

y:fZN u=0
_ k

L1 omg!l L omy! j! ’ ’
7j=1

is valid. Here "] is a summation over all non-negative integer solutions
(m1,ma, ..., my) of equation (2.9). Further, using (2.8), (2.23) together with
(211)forall j = 1,2,... gives us

J
B, =Y 0 Y]

(= Tenla()) "

l . ,l |
2. il (2
+E T’71 LT Y I -
=1y, — ] () e29)
eyl -1 \n!
n=1
where
m n .

E(TJTZTI,I""'TN]J qu TSJ] T, —Zara =12, ...

Here ) 5 is taken over all non-negative integer solutions (71, ...,7);) of the
equation
{ m+2n2+ ...+ jn; = J,
nm+ne+ ..+ =1

Here 0 < nq,...,m; < j,and 1 < 7n < j. Consequently, substituting (2.29) into
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(2.28) produces
w (—1\m— 1 k
Fk;(ZN):k‘!Zl( U 'H
j:l
*E(Tnl . Tn] 1 mj
'<Zg le ll(mrn ) > . (2:30)

In particular,

I'(Zyn) = Fl(TNJ)Fl(X) =EZy,
Iy(Zn) = La(Tna)(11(X))? + ETn 2 [2(X) = DZy,
I3(Zn) = I3(Tn ) (T (X)) + 3cov(Tva, Tv o) T (X) Ta(X)

+6(I (X)) (X)) (cov(Th 1, Tn,2) — 2ETNn1cov(Th, T 2))
+3DTn2(I2(X))* + ETnaT4(X),

Note that
nj i —2)n; M .
ZNJ7j<a(] )7731]\,]72 asj > 2,

where 0 < a = sup{a;,j = 1,2,...} < oco. In addition,
Ty <a "Tyy,

where 0 < @ = inf{a;,j =1,2,...} < co. Thus

m=1( 1y K
\Fk(ZN)ISk!Z*(—l) L(m 1)!1_[

I mq!l- ... -my!

« (a/a)"ETY ,

| 1 n— M\ Y
'<Z2MH(n!a Q\Fn(XM) ) , (23D

fork = 1,2, ... . Here ETX,2 is defined by (2.11) with r = 2 and &k = 7. In
particular,

< (1/a)(Tn2)[I1(X)],
S ETNQFQ(X) + (1/6_1)2DTN,2(F1(X))27
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IT3(Zn)| < (1/@)* I3(Tn2)| T (X)) + 3(a/@) DT 2| T (X)) To(X)
+ aETN 2| T3(X)],

1T4(Zn)| < (1/a) Ta(T2) (11 (X))* + 4(a/a)DTw | 1 (X)) T3(X))]
+6(1/a)* I3(Tw 2) (I1(X))* Ta(X)
+3DTn2(2(X))? + a*ETN o Ty (X),

Let us note that according to Lemma 2.1

m=t(m — .k * J m;
0y T (X e T () )

2
i=1 m!

. dm
— k! In ‘
Zl dy™ ny y=Fry , (%lnfx(u))

.ﬁ;@djmmmvmmv

Jliddy?

LS mg
ng(ffj(X)) ", (2.32)

ﬁm(mh») Z%mﬂhmkU}

s=0
—quexp{ ipé,X)(z‘u)k}.

Here I, (T 2) is defined by (2.10). Hence (2.31) we rewrite as follows:

b |
’Fk(ZN)‘Sk!ZjW(Z) IH(jl!af'—Q\Fj(X)D 7 (2.33)

ml'mk =1

fork=1,2,....

Now let us consider the case where i #~ 0. Separating the summand of the sum
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ZT in case where m; = ... = mp_1 = 0, mp = 1, from (2.33) we derive
|k (Zn)| < kY (R1 + Ra), k=2,3,.., (2.34)
where

1
Ry = a a" 2 (T o) || Tk (X))

= 3, e el (™ ] (00

Here )3 is taken over all the non-negative integer solutions (m1, ma, ..., mj_1)
of the equation

{ m1—|—2m2—|—...+(k—1)mk_1 :k‘, @ 35)
m1+m2+...+mk,1:m, ’
where 0 < mq,....mp_1 < k,2<m < k.
Now we turn to estimating R and R». Condition (2.1) yields
Ry < (KN (aM)F26*ET o, k=34,.., (2.36)
Application of (2.1), (L), and (2.18) with r = 2, [ = 1 implies
Ry < DT 3 mil(K (DT 1))
2 N1 . R 1 N,1
1
ﬁl(@)mlH((j!)V(aM)J‘—%?)ma’, k=34, ... (237
a i
We also need the equality
* !
gE=)_ (1 4 mp)t ok=1  k=1,2,... (2.38)

L myl...omy!

It is assumed, by convention, that gg = 1. This equality can be obtained on the
basis of the generating function that generates the sequence of numbers < g; >

1-—w 1

l 2 k l -

—Eglu)—g (WHw+ .. +w +...)—1_2w, ]w\<2.
1>0 1>0
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Therefore,
Glw) = — = — 2 3 okl = Y
1—-2w 1-—-2w
1>0 >0
=14+ (22" h! =14 ) 27l
1>1 1>1
Consequently,
* _1)!
3 (Mt otme) o g g3 (2.39)

3 m1!~...-mk_1!

Because of the inequality b!-c! < (b+c¢)!, where b and ¢ are non-negative inte-
gers, we have that for any solution (mq, me, ..., mp_1) of the equation (2.35),
the inequality

[Toh™ <=1, k=23, (2.40)

is valid. Next, recalling that 1 7% 0 let us to evaluate

j=2
< <@|M| ) (aMo-)m2+m3+..-+mk_1 (aM)m3+2m4+...+(k—3)mk—1

a 2|pl
i a k—
< (M) <<1v oa )aM> T k=23, (2.41)
a 2|pla
aso < M/2,and 0 < m 2+m3+ o+ mp_1 < k —m, where 0 <
mi,....mp_1 < k,2 < m < k. Here M and m are defined, respectively,

by (2.1) and (2.35).
Using (2.37) and (2.39)-(2.41) for k = 3,4, ..., we derive

Ry <(K!)u*DTy

a

. <2(Q)Q(ZK2|M|(DTN71) (1v 2|M|a>aM)>k2. (2.42)

Consequently, from (2.34), (2.36), and (2.42) follows that

I (Zn)| < (R LE?DZy, k= 3,4,..., (2.43)
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where D7y and L are defined by (2.20) and (2.26), respectively.

Now let us consider the case where ;1 = 0, and 0° = 1. Referring to (2.33), we
obtain

k
* 1 1 . m;
\rk<zN>|Sk!§j4\rm<TN,2>|HW(ﬂaﬂ )", e
=2

for k = 2,3,..., where " is a summation over all the non-negative integer
solutions (msg, ms, ..., my) of the equation

{ 2mag + ... + kmyg = k, (2.45)

mo + ... +mgp = m.

Here 1 < m < k. Further, using (2.1), (Lg), and (2.44), we obtain

* m!

IT(Zy)] < KETn: >

4 ma!-...-my!

k
(K(ETn2) )™ () (@) —26%)™s. (2.46)
j=2

Noting that b! - ¢! < (b + ¢)!, (2.38) gives, for any solution (my, ..., my) of
equation (2.45)

* m!
N < kel - < k—2 —
j];[Q(s.) i <k, 24 T S k=2 k=23, ... (247
Since
k .
((aM) 202y = ¥ (aM)*=2", k=23, (2.48)
=2

substituting (2.47) and (2.48) into (2.46) and recalling that o < M /2, we
conclude that

ITW(Zn)| < (R)DZNLY G, k=34, (2.49)

where Ly o is defined by (2.27) and D Zy is defined by (2.20) with pz = 0.
To complete the proof of Lemma 2.2, it is sufficient to use (2.43), (2.49) and
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then, by noting that

- I(Zn—EZy)  Ti(Zn) _
Iv(Zy) = DZNFZ (DI k=23 ..,

we arrive at (2.24). O

Note that, by Leonov (1964), f~or the convergence to standard normal dis-
tribution under the conditions I';(Zx) = 0, I2(Zn) = 1, it is sufficient that

Fk(ZN)—>O as A, — oo,

for every k = 3,4, ... . Here A, is defined by (2.25).
It follows from estimate (2.24) that Zy satisfies S. V. Statulevi&ius® con-
dition (S,) with A := A,.

2.3. Theorems for large deviations

Since the accurate upper bounds (2.24) for the kth-order cumulants of the
standardized sum Zy have been derived, to prove theorems of large devia-
tions and exponential inequalities we have to use general lemmas presented in
(Rudzkis et al. 1978; Bentkus, R. and Rudzkis 1980), respectively, about large
deviations and exponential inequalities for an arbitrary random variable with
zero mean and unit variance.

Recall that A, is defined by (2.25). If v = 0, then based on (2.24) the
generating function ¢ ; _(2) is analytical in the domain |z| < A, which in turn
guarantees that the large deviation theorems are applicable to the distribution
function F; (z) or, if it exists, to the density function F; (z)for0 <z < A,
(i.e., in Cramér zone). If v > 0, then the generating function ¢ ZN(Z) is no
longer analytical and we can only prove large deviation theorems for 0 < x <
A, (i.e., in the power Linnik zone).

Let

A*W = C«,A*l/(1+27), C»y = 6 ?

We will use 6 (with or without an index) to denote a value, not always the
same, that does not exceed 1 in modulus.

1 <\@>1/(1+27). (2.50)

Theorems 2.1, 2.2, 2.3 and Corollaries 2.1, 2.2 present the exact large devi-
ations, in both the Cramér and power Linnik zones equivalent for the tails (left
and right tails) of Zy; asymptotic convergence of large deviation ratios to a
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unit; non-asymptotic exponential inequalities for the probability of large devi-
ations of Z; normal approximation with an explicit non-asymptotic estimate
of the "distance" between the distribution of Z ~ and the standard Gaussian
distribution ®(x) which is defined by (1.7).

Theorem 2.1. If the random variable X with variance 0 < o? < oo satisfies
condition (B.) and the random variables T 1, Tn 2 satisfy conditions (L)
and (Lg), respectively, then in the interval

0<z <Ay,
the ratios of large deviations

1—-F; (x z

_7ZN() — exp{L*’,y(.%')} (1 + Glf(iv) 1 5

N
ZN = eXp{L*,’y(_:E)}<1 + 92f(1:) xA+ !

O(—x)

are valid, where

*77

_ 60(1+ 1042, exp{—(1 — z/As~)\/ Axr})
fla) = P Ay o),

3 2+1 4>0,
Lp(z) = 3 Mg + 93< Ax ) = { T i . 252
3<k<r 7 7 '

The coefficients S\*k (expressed by cumulants of ZN defined by (1.37)) coin-
cide with the coefficients of the Cramér-Petrov series (Petrov 1975) given by
the formula

Mk = —bugir [k, (2.53)

where the b, j, are determined successively from the equations

i 4 ) r 1, j=1
Yoota@ X ea={ g 2495

r=1 Jrtege=g, ji>1 i=1
In particular,
Mg = —1/2,
Mg = I3(Zn)/6,
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P

vt = (Ni(Zn) =35 (Zn))/24,

)

w5 = (I5(Zn) —10I3(ZN)Tu(ZN) + 1515 (Zy))/120.

)

p

For X*,k, the estimate

- 2 /16 \ k-2
< —(— N =
Asl< 7 () (e k=23
is valid. Therefore,
a3 x3
L, < — Lio(—x) > — .
/Y('r) —= 2(]; + 8A*7ry) 7’Y( l’) 3A*,’y

Proof of Theorem 2.1. Theorem 2.1 is proved using Lemma 2.2 and follows
directly from the general Lemma 1.1 on large deviations. Clearly, Z satisfies
S. V. Statulevicius® condition (S.) with the parameter A := A,. Accordingly,
Lemma 1.1 yields the assertion of Theorem 2.1. O

Theorem 2.2. Under the conditions of Theorem 2.1, the ratios

1—FZN(JZ) FZ (—JZ)
T o) 1, (1) —1 (2.54)

hold for x > 0,

_ { o((DTy,1) (/2= () when i # 0,

2
o((ETy 2)( /D= yhen = 0, (2.55)

if DIy — o0 or ETN 2 — oo (depending on the case: |1 # 0 or i = 0)
when 0 < e < 1/2. Here v(y) = (1 +2(1Vvy))~L.

Proof of Theorem 2.2. The first part of Theorem 2.2 follows immediately if
we use the definition of L, - (z), v > 0 by relation (2.52). Next, we shall prove
that L, ,(z) — 0 and /A, — 0as A, — oo, where A, and A, , are
defined by (2.25) and (2.50), respectively. We begin by considering the case
where p # 0. Let us recall the definition (2.26) in A . It follows that

VO2ETy 5 + DTy 1
2(a/a)?((a/a) K1 ul(DTy)" v (1V oa/(2all))al )
> C(DTy )27, €y =a%/(2a°K1) > 0,

An =
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if (1Voa/(2alp|))aM < (a/a)K:|p|(DTN,)¢, and

VO?ETN 2 + 1i?DTN
2(a/a)?((a/a) K lul(DTw1) v (1V oa/(2lp)))al )
a > Ci1y/DTn 1, C, = C_LQ|,U|/(2(1 v ad/(2a|u|))a3M) > 0,

if (1Voa/(2a|p|))aM > (a/a)K:|p|(DTn,1)¢. Thus Ay — coas DTy —
oo when 0 < € < 1/2. Here M, ETy 2, DTy, and K, are defined, respec-
tively, by (2.1), (2.4), (2.5) and (L), and 0 < a = sup{a;,j = 1,2,...} < oo,
0 <a=inf{a;,j =1,2,...} < o0.

Ay =

Taking into account estimate (2.24) and equality (2.53), we obtain that for all
z = o((DTyn 1) (Y/2=9) 1 — (1Vvy) <Owith0 < e < 1/2,
1 -
A gz = érg(zN)x?’ = o((DTy,1) (/2 =P)Bv=1))
= o((DTy 1) (/2 =P)A=(v7)y — (1)

as DT — oo. Here v = v(y) = (1 +2(1V ~))~%, v > 0. On the other
hand, recalling the definition of A, 5 for v — (1 vV y) < 0, we have

x

A*v'y

= o((D Ty 1) (/D=9 (v=1/(1+27)))
— o((DT,1) (17290~ vm)/A42)y — (1)

as DTy1 — oo. Now we turn to the case where p1 = 0. By virtue of (2.27),
we obtain

A . O‘\/ETN’Q
NO T 91V Ko (BTn2)9)((1/2) V a)M
> Co(ETn o) /D7, Gy =0/(2K2M((1/2) V a)) > 0,

if Ko(ETn2))((1/2) Va)M > 1, and
A B oy/EIlN2
MO 21V Ko (BTN 2)9)((1/2) V a)M
> Cy\/ETN 2, Cy =0/(2M((1/2) V a)) > 0,

if Ko(ETn2)9)((1/2) Va)M < 1. Hence Ay, — oo as ETy 2 — oo when
0 < e < 1/2. Here K> is defined by (Lg). Therefore, it is easily checked that
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in the same way as in the case where y1 # 0, for all z = o (ETy 2)((1/2)=9)v)
with 0 < p < 1/2,

Ae 3z = 0((ETN72)2’0((1/2)76)(17(1\/’\{))) =o0(1) as ETn 2 — oo,

in the case where 1 — (1 VvV ) <0, and

z
A

= o((ETy 2)?((/2=(=(v0))/(1429)) = 5(1) as ETy 5 — o0,
Y
in the case where v — (1 V) < 0.

Finally, depending on the case: i # 0, or u = 0, for all z > 0 defined by
(2.55), we derive that L, () — 0 as DT, — oo or ETy > — 0o, when
0<e<1/2 O

Remark 2.1. It follows from Theorem 2.2 that in the case where v = 0, the
ratios (2.54) hold for = > 0 such that

_ { o((DT1)/27/3) when pu # 0,
— L o((ETy2)/>79/3) when = 0,

if DTy — oo or ETv 9 — co when 0 < e < 1/2.

Theorem 2.3. Let X with variance 0 < o2 < oo, T, N1 and Ty 2 satisfy con-

ditions (B.), (L) and (Ly), respectively. Then for all x > 0,

x2

2021+ + (/ALY IF2D )y 429/ (147)

P(+£Zy > 1) < exp{ . } (2.56)

Proof of Theorem 2.3. The proof of Theorem 2.3 is obtained by virtue of
general Lemma 1.2, where the inequality (1.17) holds with H = 21%7, A :=

A, -
Corollary 2.1. Under the conditions of Theorem 2.3, the exponential inequal-
ities
2
. exp{ — :L‘2/8}, 0<zx< (2(1+’y) A*)l/(l""Q’Y),
P(+Zy > 1) < { exp{ — (xA*)l/(1+v)/4}, x> (2(1+’Y)2A*)1/(1+27)’
are valid.

Proof of Corollary 2.1. If z < (204)? A )1/(1427)  then
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H > (z/ AYF20y(1429)/(149) | and therefore the right-hand side of the in-
equality in Corollary 2.1 does not exceed exp{—x?/(4 - 2'*7)}. The second
case is obtained analogously. O

Corollary 2.2. If X with variance 0 < 62 < oo, T N1 and T o satisfy condi-

tions (By), (L) and (Lg), respectively, then

4.4
A*v’y .

sup| Fy, () — ®(x)| < (2.57)

Proof of Corollary 2.2. Corollary 2.2 follows by Lemma 2.2 and Corollary 3
in (Saulis 1996: 291). As 4 v defined by (1.37) satisfies S. V. Statulevicius’ con-
dition (S,) with the parameter A := A,. Accordingly, Corollary 3 in (Saulis
1996) yields Corollary 2.2. O

Remark 2.2. Note that it is possible to obtain large deviation theorems for the
sum Zy using only one of the conditions (L) or (L), under some additional
assumptions. For example, if DTy ; > ET} o, then it is enough to use (Lyg).
And in this case, the ratios (2.54) are valid in both cases: p # 0, or u = 0, for
x>0,z = o((ETyn2) (/2=9¥M) if ETy 9 — 0o when 0 < € < 1/2. Here
v(7) = (1+2(1v )~

Remark 2.3. Assume N is non-random: N = n € N. Then
n
Ty =Tor=>» aj, r1EN,
j=1

where Ty ;- is defined by (2.2). Thus in accordance with (2.4) and (2.10), we
have
ETy, =T, I'i(Tr) = 0, k=2,3,... (2.58)

Consequently, taking (2.19) and (2.20) into account, we get
EZ, = uT,1, DZ,=0T,.

Equality (2.30) and condition (2.1) yield

Iz < B

~ W, - aM ) k - 3,4, “eey (259)

where 0 < a = sup{a;,j = 1,2,...} < oo, and M is defined by (2.1).
The upper estimate (2.59) coincides with the estimate (15) presented in
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(Saulis 1979: 280) for i.1.d. random variables. In this instance, estimate (15)
holds with the parameters 4, := A, B2 := DZ,, and 7, := a.

Note that A = C'/T,, 2, where C' = o /(aM) > 0. Therefore, in consid-
eration of the proof of Theorem 2.2, the ratios (2.54) are valid for z > 0 such

that & = o(T"""?), if Tp,.2 — 0o. Here v(y) = (1 4+ 2(1V 7))~ v > 0.

n,2

2.4. Instances of large deviations

The non-negative integer-valued random number /N of summands in wei-
ghted compound sum Zx which is defined by (1.36) can obey various prob-
ability laws. Subsection 2.4.1 includes remarks about N obeys the binomial
law, is a Poisson process, or is a mixed Poisson process. Accordingly, defini-
tions and additional notations for the aforementioned processes are listed first.
For these, we mostly followed (Mikosh 2009), however we also refer to (Em-
brechts et al. 1997; Fay et al. 2006; Gnedenko and Korolev 1996; Grindell
1997; Pragarauskas 2007; Rolski et al. 2001) and (Bening and Korolev 2002).

Large deviations in the case where a; = 1, j = 1,2, ..., are considered
in Subsection 2.4.2 where they are compared with the known results for large
deviations for compound sums Sy, that are defined by as defined by (1.30), of
i.i.d. random variables. Subsections 2.4.3-2.4.5 consider large deviation the-
orems for the binomial random sums and the most prominent processes, the
compound Poisson and compound mixed Poisson processes. The last subsec-
tion is concerned with the discounted version of large deviations, including
remarks about the cases where [V obeys the binomial law, is a compound Pois-
son process, or is a mixed Poisson process.

2.4.1. Definitions and remarks

In stochastic theory a random number of summands N are often assumed
to follow the Poisson law. As noted in (Mikosh 2009), the Poisson process
has very desirable theoretical properties that have been collected for several
decades and a long tradition in applied probability and stochastic process the-
ory. The Poisson process is currently used in actuarial science to count numbers
of claims, although it is perhaps not the most realistic process when it comes
to fitting real-life claim arrival times. Other models for N are modifications of
the Poisson process that yield greater flexibility in one way or an other.

Let us define the Poisson process. We say that a non-negative integer-
valued random variable Y obeys a Poisson distribution with the parameter
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A>0 (Y ~PN)if

s € Np. (2.60)

S
ga
We suppose that Y = 0 almost surely (a. s.) has a P(0) distribution.

Definition 2.1. A stochastic process N := N;, t > 0, is said to be a Poisson
process if the following conditions hold:

19 The process starts at zero: Ng = 0 a. s.

20 The process has independent increments: for any ti, 5 = 0,1,..,m,
n > 1, such that 0 = ty < t1 < ... < ty , the increments Ny, —
Nty ...y Ni,, — Ny, , are mutually independent.

30 There exists a non-decreasing right-continuous function A: [0, 00) —
[0, 00) with A(0) = 0 such that the increments N,y — Ny for 0 < t <
t' < oo have a Poisson distribution P(A(t) — A(t)). We call A the
mean value function of N.

4% With probability 1, the sample paths Ny(w), t > 0, of the process N
are right-continuous for t > 0 and have limits from the left for t > 0.
We say that N has cddldg sample paths.

A Poisson random variable Y is determined only by it’s mean value (=vari-
ance): A = EY = DY, which is a rare property. Hence, in order to deter-
mine the distribution of the Poisson process IVy, it suffices to know it’s mean
value function. If the mean value function is absolutely continuous, i.e., for
any t < t and for some non-negative measurable function )\,

’

t
Mw—A@:/‘M@, t<t,
t

then we say that the Poisson process N, has the intensity or rate function ).
In this instance A is a continuous function.

For the amazing properties of the Poisson process, we refer the reader to,
e. g., (Bening and Korolev 2002; Mikosh 2009; Pragarauskas 2007).

Definition 2.2. A process with a following linear mean value function A(t) =
At, t > 0, for some \ > 0, is said to be a homogeneous Poisson process, and
otherwise it is an inhomogeneous Poisson process. The quantity X > 0 is the
intensity or rate of the homogeneous Poisson process.
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A homogeneous Poisson process plays a major role in insurance mathe-
matics (for a detailed discussion see, e. g., Mikosh 2009).

Definition 2.3. A homogeneous Poisson process with A = 1 is called a stan-
dard homogeneous Poisson process.

The mean value function A can be interpreted as operational time or the
inner clock of the Poisson process. If the process Ny is homogeneous, time
evolves linearly: A(t') — A(t) = A(t' +h) — A(t + h) forany h > 0 and 0 =
t<t < oo lIf N; has a non-constant intensity function \;, time "slows down"
or "speeds up" according to the magnitude of );. In an insurance context, a
non-constant \; may refer to seasonal effects or trends.

A homogeneous Poisson process N;

19 has cadlag sample paths;
20 starts at zero;

3% has independent and stationary increments, i.e., P(INV, v — Ny =5) =
P(Ny.p = Nipn = 8) ~ P(A(t —1t)), forany 0 < ¢t < t < oo and
h > 0 — the Poisson increment parameter only depends on the length
of the interval, not on it’s location;

49 is P(\t) distributed for every ¢ > 0.

A process on [0, 00) with properties 1°-3 is called a Lévy process (refer to
Mikosh 2009: 335). The homogeneous Poisson process is one of the prime
examples of a Lévy process with applications in various areas such as queuing
theory, finance, insurance and stochastic networks, to name a few.

Proposition 2.2. Let N be a Poisson process with the mean value function A,
and let N' be a standard homogeneous Poisson process. Then the following
statements hold:

(1) The process N//\( nt t > 0, is Poisson with mean value function A.
(2) If A is continuous and increasing with limy_, o, A(t) = oo, then Ny-1,

t > 0, is a standard homogeneous Poisson process.

This result immediately follows from the definition of a Poisson process
and may by verified, for example, by following the proofs of Lemmas 3.1.5,
3.1.6 in (Pragarauskas 2007: 42), or the notations in (Mikosh 2009: 14-15).

Definition 2.4. Let N’ be a standard homogeneous Poisson process and let
A(t), t > 0, be a non-negative, non-decreasing process that is independent
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of the process N'. Moreover, assume that A(0) = 0 a.s. and A(t) < oo a.s.
for any t > 0. Then the random process Ny := N//\(t), t >0, is called a Cox
process, or a doubly stochastic Poisson process.

In other words, a Cox process is a Poisson process where the mean value
function A is random. In an insurance context, A is usually defined by the
formula

t
A(t) = / My, 20,
0

where )\; is a right-continuous, non-negative, integrable random process. If
At > ¢ > 0,t >0, then A is continuous and increasing with lim;_,o, A(t) =
oo a. s. The Cox process is more appropriately used as a claim arrival process as
unpredictable random environmental factors like catastrophic events should be
based on a specific stochastic process. The doubly stochastic Poisson process
provides flexibility by not only letting the intensity depend on time but also
allowing it to be a random process.

Set t > 0 and suppose that EA?(t) < oo, DA(t) > 0. Taking Def-
inition 2.4 and (2.60) into account (for more detail see, e.g., Pragarauskas
2007: 51, or Korolev et al. 2011: 362-363), we have

EN’A(t) = /0 - EN,dFym(y) = /0 - ydFp(y) = EA(t), (2.61)
ENJ,) = /O oo(y +1°)dFp ) (y) = EA(t) + EA*(1), (2.62)
and thus
DN,y = EA(t)+DA(t) = ENy ;) (1+DA(t)/EA(t)) > EN, ;). (2.63)

The property that DN;\(t) > ENll\(t) for any ¢ > 0 with A(¢) > 0 is called
over-dispersion. This is one of the major differences between the Cox process
and the Poisson process where EN; = D V;.

Now let us consider a special Cox process — a mixed Poisson process.
Such processes have proved useful, for example, in medical statistics, where
every sample path represents the medical history of a particular patient who
has his/her own mean value function.

Definition 2.5. Let N be a standard homogeneous Poisson process and let A
be the mean value function of a Poisson process on (0,00]. Let > 0 a.s. be a
(non-degenerate) random variable independent of N ", Then the process Ny :=
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!

N, A)? t > 0, is said to be a mixed Poisson process with mixing variable 6.

For instance, in an insurance context, a mixed Poisson process is intro-
duced as a claim number process if one does not believe in one particular Pois-
son process as generating process for claim arrivals. f can represent different
factors of influence on an insurance portfolio.

Extensive detailed treatments of mixed Poisson processes and their proper-
ties appear in (Bening and Korolev 2002; Grindell 1997; Korolev et al. 2011).
For the properties that the mixed Poisson process inherits from the Poisson
process and for the properties that it loses, we refer to (Mikosh 2009: 68-69).
For a gentle introduction to point processes and generalized Poisson processes
we refer to (Embrechts ef al. 1997). For a rigorous treatment at a moderate level
see, e.g. (Resnick 1992). Various interpretations of considered processes are
available, e. g., in (Bening and Korolev 2002; Embrechts et al. 1997; Fay et al.
2006; Grindell 1997; Korolev et al. 2011; Pragarauskas 2007; Resnick 1992;
Rolski et al. 2001).

Remark 2.4. Recall the probability characteristics ET'v 1, ETv 2 and DTy 1
that are defined by (2.14) and (2.17) withr = 1, 2:

oo oo
ETy:=» P(N>jla;, ETyy=)» P(N>jaj,

j=1 =1
o
DTy =Y (1-P(N > j)P(N > j)a;
j=1
(o] o0
+2) ) (1-P(N > j))P(N > n)ajan,
Jj=ln=j+1

where the compound variables T’y 1, T'v 2 are defined by (2.2) with r = 1,2,
and P(N > j) = Zg’;qu,o <P(IN>j)<1l,j=12 .., =P(N =
s), s € No.

Suppose that the mean (2.19) and the variance (2.20) of the weighted ran-
dom sum Zy = Zjvzl a;X;, Zp = 0,0 < a; < oo, where a non-negative
integer-valued random index N is independent of the i.i. d., weighted random
variables {X, X;,j = 1,2,...}, as well as, conditions (L) and (L) for the cu-
mulants of T 1 and Ty o, respectively, hold with aforementioned probability
characteristics ETv 1, ETv 2 and DT ;. Then it immediately follows from
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Lemma 2.2 and Theorem 2.2 that in the cases where /N obeys the binomial
law, is a compound Poisson process, or is a mixed Poisson process, the up-
per bound of |I}.(Zy)|, k = 3,4, ... defined by (2.24) and, consequently, the
convergence of large deviation ratios to a unit (2.54) are valid with ETy 5 and
DT 1, where P(N > j), j = 1,2,..., defined by (2.15), depends on the law
in question.

Example 2.1. Assume that N := N, t > 0, is the most popular Poisson
process — the homogeneous Poisson process with a linear mean value function
A(t) = At,t > 0, for some A > 0 (see Definition 2.2) and with the distribution

gs = P(N; = 5) = e M(A\t)*/s!,  s€Ny, (2.64)

due to (2.60). If Ny, t > 0 is a homogeneous Poisson process, then

Nt>] qu—

=1-Q,\). (2.65)

Here Q(m,z) = T'(m,x)/T'(m) is the regularized Gamma function, and
I(m,x) = fxoo e Yy™~Ldy is the upper incomplete Gamma function. If m
is a positive integer, then I'(m) = (m — 1)!. Note that when m > 0 is an
integer, QQ(m, A) is the cumulative distribution function for Poisson random
variables. Accordingly, if Y is a Poisson random variable with intensity A > 0,
then

- X T(m,))

p(Y<m)_Z T mo i = Q(m, \).

<<m
Example 2.2. Let us consider a special Cox process — the mixed Poisson pro-
cess Vg := N//\(t), t > 0, where the mean value function A(¢) is a general ran-
dom process with non-decreasing sample paths, independent of the standard
Poisson process N " (see Definitions 2.2-2.5). By a mixed Poisson distribution
with the mixing distribution Fy(y(7) = P(A() < x), we mean (see, €. g.,
Korolev et al. 2011, 2012)

1 o
gs =P(N, =) = J / e "t dFyy (), s € Ny, (2.66)
0

following the Definition 2.5 of the mixed Poisson process.

The most well-known and most widely used mixed Poisson distribution is
the negative binomial distribution that is generated by the mixing Gamma dis-
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tribution. To elaborate, assume that A(t) is distributed according to the Gamma
law with the positive parameters (n¢, b;) and density function

bt 1
paw (@) = m$nt e, x>0, (2.67)
where I'(n;) = [;° 2™ 'e~*dx is Gamma function. Obviously, by virtue of
(2.66) and (2.67),
I'(ng+s) ,, by
= o P =p) = , s€N. 2.68
= ) P (1-p) P=133 €N (2.68)

Hence, /V; is distributed according to the negative binomial law with the prob-
ability (2.68) and parameters 0 < p < 1, n; > 0. This process is called a
negative binomial or Polya process and is often used in insurance and other
dynamic population models. If n; is a positive integer, then negative binomial
distribution is called a Pascal distribution and, in case where n; = 1, it is
called a geometric distribution.

The negative binomial process was first used in the form of a mixed Pois-
son distribution by Greenwood and Yule (1920) to model the frequencies of
accidents. Other examples of mixed Poisson process distributions can be found
in, e. g., (Bening and Korolev 2002; Gréandell 1997; Korolev et al. 2011).

According to (2.68),

T +s+7) L(ng + j) byt

P(N, > j) = 1—p)sti = :
ez ;<j+s>!r<nt>p (=) J0(ng) (14 by)mets
CoF (L + 55+ 151/(1 + by)), (2.69)
where ~
Fi(b;c;d; 2t b
2 1 (o Z ka
k=0
3

is the hypergeometric function known as the Gaussian function. Here x* is

used for the rising factorial
F=2@+ )@ +2)(x+k—1)=T(z+k)/T(z).

If N := N, is distributed according to the geometric law with ¢, = p(1 — p)*
and 0 < p < 1, s € Ny, namely, n; = 1, then P(N, > j) = 1/(1+ b;)7 asa
consequence of (2.69).
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Example 2.3. Suppose that N := N,,, n € Ny, is distributed according to the
binomial law with

n!

gs=Cpp*(1—p)"~°, Cp = , 0<p<1, seNyg. (2.70)

sl(n —s)!
In this instance,
P(N, >j)=C yFi (1,5 —m;j+Lp/(1—p)p(1—p)" . (2.71)

Remark 2.5. Based on Remark 2.4, together with (2.65), (2.69), and (2.71),
the convergence of the large deviation ratios to a unit (2.54) depends on the

parameters (n; , by, n and p) of the process or probability law considered in
Examples 2.1-2.3.

To clarify the assertion in Remark 2.5, let us consider some instances of
large deviations for the distribution of weighted random sum Zy when a; =1
ora; =v/,where0 <v<landj=1,2,...

2.4.2. Large deviations in summations without weights

Let us suppose that the non-negative bounded weights a;, j = 1,2,3, ...,
are equal to one. That is, let us consider the sum

N
Sy =Y _X;, Sp =0,

j=1
of a r.n.s. of i.i.d. random variables {X, X;,j = 1,2,...} with the mean,
variance, and distribution function

p=EX, 0<o?=DX < oo, Fx(z)=P(X <z), zcR.
Recall that the non-negative integer-valued random variable N with
a=EN, 52 = DN, P(N = s5) = g5, s € Ny,

is independent of {X, X, j = 1,2,...}. If a; = 1, then we can rewrite (2.4)—
(2.6) (see Section 2.1: 35) as follows:

ETy, = a, DTy, = EN? —a? = g%,
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where ET]%,T = EN?, given Ty, = N and T, , = s, r € No. Here Ty, and
T, are defined by (2.2) and (2.3), respectively. Hence, it follows from (2.19)
—(2.21) that

ESy = pa, DSy = o?a + p252, (2.72)

and

oo
FSN('I> =4qo + quF)*(S(‘T)a T > 07
s=1

where F'{*(z) is the s-fold convolution of the distribution function Fx (x) of
the random variable X with itself. For more details about the probability char-
acteristics of Sy see, e. g., (Korolev et al. 2011).

A suitable bound for the kth-order cumulants, k = 3,4, ..., of
N UDSy

follows from Lemma 2.2 on the upper estimate for the kth-order cumulants,
k =3,4,..., of Zy in the case where a; = 1. Here Zy is defined by (1.37).

DSy >0,

Corollary 2.3. Assume that the random variable X with variance 0 < 02 <
oo fulfills condition (B'v>' Also assume that the non-negative integer-valued
random variable N satisfies conditions (1.35) and (1.33). Then

k=34,.., (2.73)
where A, is defined by (2.25) with

Ay =+/DSy/Ly, Ly =2(Kilpl8* Vv (1Va/2lu)M) (2.74)
when p # 0, and

AN,O = 4/ DSN/LNQ, LN70 = 2(1 V KQO[E)M 2.75)

when i = 0. Here DSy and M > 0 are defined by (2.72) and (2.1), respec-
tively, and in the case where . = 0 holds with 0?2 =EX2

Thanks to the accurate upper bounds (2.73) for the kth-order cumulants of
the standardized sum (1.34), we may conclude that the assertions of the fol-
lowing Corollaries 2.4, 2.5 follow directly from Theorems 2.1-2.3 and Corol-
lary 2.2 (see Section 2.3).
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Corollary 2.4. If the random variables X and N satisfy the conditions (B.,)
and (1.35), (1.33), respectively, then the large deviation equalities (2.51), ex-
ponential inequality (2.56), and absolute error estimate (2.57) are valid with
Zn = Sy and A, respectively, defined by (1.34) and (2.25) with (2.74) and
(2.75).

Corollary 2.5. Under the conditions of Corollary 2.4, the ratios

1—Fg () Fg (—x)

—o@ 0 el ! (270

hold for x > 0,

_ g o((BUT2MO))as p #0,
= { o((a /D=y g5y = 0,

if B = oo ora — oo (depending on the case: n # 0 or p = 0) when
0<e<1/2. Herev(y)=(1+2(1V~y)Ly>0.

Large deviation theorems in the Cramér zone for the sum S under con-
ditions (1.35) and (1.33) and when the cumulant method is used have been
investigated by (Statulevi¢ius 1967; Saulis and Deltuviené 2007). Corollaries
2.4, 2.5 in the case where 1 # 0 and v = 0 coincide with the results obtained
in the paper (Saulis and Deltuviené 2007). For more details, see in Section 1.2:
21, where an overview of large deviations for distributions of random sums is
given.

Remark 2.6. Assume that the number of summands in the sum Sy is non-
random, i.e., N = n € N. Then from (1.29) and (2.58) in the case where
aj=1,wehave o« =nand I',,(N) =0, m = 2,3, .... Thus,

ES, = nu, DS, = no?

as a consequence of (2.72). Then, taking (2.32) with Ty 2 = N and (2.1) into
account, we arrive at

~ (k!)lﬂ
[T (Sn)| < = 7

It is clear that A = Cy/n, C' = 0/M > 0. Obviously, it follows from Corol-
lary 2.5 that the convergence of ratios to a unite (2.76) is valid for x > 0,
z = o(n*M/2) if n — oco.
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2.4.3. Large deviation theorems for compound Poisson
processes

In the continuous dynamic models of an insurance stock,
Rt:R0+Pt_SNt7 tZO;

can express the surplus R; at time ¢ (see, e. g., Pragarauskas 2007). Here Ry is
the initial reserve and P, is the total premium received up to time ¢. That is the
company sells insurance policies and receives a premium according to P;. The
sum

Nt
Sn,=>_ X, So =0, (2.77)
j=1

is the total claim amount process in the time interval [0,¢]. In this example,
Xj, 7 =1,2,..., denotes the jth claim, and N := N is the number of claims
by time £.

Sn, shares various properties with the partial sum process. For example,
asymptotic properties such as the central limit theorem and the strong law of
large numbers are analogous for the two processes (for more detail, see Mikosh
2009).

Assume that N := N;, t > 0, is the most popular Poisson process the
homogeneous Poisson process with the linear mean value function A(t) = At,
t > 0, for some A > 0, and the distribution (2.64) (see Example 2.1). In
addition,

ar = EN;, = \t, B2 =DN; = M, (2.78)

by virtue of properties of the Poisson process. If N := IV is a homogeneous
Poisson process, then Sy, is a compound Poisson process with the mean and
variance

ESy, = pXt, DSy, = M(0? + 4?), (2.79)

as a consequence of (2.72) and (2.78).

Central limit problems for Poisson random sums have been addressed, for
example, in Bening et al. (1997); Korolev and Shevtsova (2012); Nefedova
and Shevtsova (2011); Sunklodas (2009), also see the books (Embrechts et al.
1997; Gnedenko and Korolev 1996; Korolev et al. 2011; Mikosh 2009) and
references therein. Exponential inequalities, probabilities of large deviations
for compound Poisson sums under different assumptions are available, e. g., in
(Bening and Korolev 2002; Bonin 2003; Embrechts er al. 1985; Michel 1993;
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Mita 1997; Shorgin 1998). The tail behavior of random sums under heavy-
tailed distributions with applications in mathematical finance and insurance,
such as ruin probability in the Cramér-Lundberg model (see, e.g., Mikosh
2009: 12) of risk theory, applications in queueing, random walk, generalized
renewal theory, where compound Poisson sums appear can be found, for ex-
ample, in (Embrechts e al. 1997; Fay et al. 2006; Resnick 1992; Robert and
Segers 2008; Rolski et al. 2001; Tang et al. 2001).

Recall that the papers (Kasparavic¢iaté and Saulis 2013, 2011a), have exam-
ined large deviation theorems for the distribution of the standardized weighted
compound sum (1.37) in both the Cramér and the power Linnik zones in case
where the cumulant method is used. These papers also discuss the instances of
large deviations for the distribution of compound Poisson process.

According to (2.64),

Fo, (u) = Be™5N = qufx e MAfx) oy e R (2.80)

where fx(u) is the characteristic function (1.2) of the random variable X.
Hence, it follows from (2.79) and (2.80) that

fs 0 = e (i () -1 in )}

u
= fSN1 (m), (2.81)
here
v _ Sy —ESy,
Sy, = 2N 29N pgy >0, (2.82)

/DSy,

is the standardized compound Poisson process. Moreover,

fSNl_“(\/[i)LTNt) {fx(m) 1_w\/DuTNt}

is the characteristic function of the random variable Sy, — p = ZN L X —

with N7 a Poisson random variable with the parameter 1. E(Sy, — ) = 0 and
D(Sy, — p) = EX2. As the papers (Bening et al. 1997; Korolev and Zhukov
2000) have discussed, the representation (2.81) shows that the asymptotic be-
havior of (2.81) as A\t — oo is similar to that of the characteristic function of
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the random variable

\/WZX

asn < A — oo (we write u(x) < v(x) for real functions u(z) and v(x)
if u(z) = O(v(z)) and v(x) = O(u(z))), where the X are independent
random variables The asymptotic properties of Poisson random sums are to a
great extent similar to the corresponding properties of sums of the same ran-
dom variables with a non-random number of summands (see, for example,
Gnedenko and Kolmogorov 1954). To confirm these words, it suffices to recall
the method of accompanying infinitely divisible distributions (see, e. g., Gne-
denko and Korolev 1996). However, this analogy is not absolutely continuous
as, for example, the distribution function

Fsy, (z) = e MFy(z) + ) ¢ F¥(x), z€R, (2.83)

of the compound Poisson process is not absolutely continuous for all z € R
because of the presence of an atom at zero. Here F'3°(z) is the s-fold convolu-
tion of the distribution function F'x (x) of the random variable X with itself,
and Fy(x) is the distribution function with a single unit jump at zero.

Proposition 2.3. If the random variable X with 0 < 0% < oo satisfies condi-

tion (Bv) and Ny, t > 0, is the homogeneous Poisson process with the proba-
bility (2.64), then

. Hi+y At(o2 4+ p?
[ (S| < (222 , Ay = (UKJF’”‘) K>0,k=3,4,.. (284
t

Proof of Proposition 2.3. (2.80) and (1.5) gives us

dk
IW(Sn) = 0 In f, (u)‘ — MEXF,  k=12.. (285

Based on (BA,), for the kth-order moments EX* of the random variable X with
0 < 0 < oo we use the following condition

EXY < (k)K" 2EX? k=3,4,...

Therefore, I'(Sn,) = Ik(Sn,)/(DSN,)*/%, k = 2,3, ..., yield (2.84). Here
DSy, is defined by (2.79). O
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Remark 2.7. Clearly,

k
I'y(Ny) = Z,I:Cilﬁlnf]\[t(u) 0 = \t, k=1,2,..,

as according to (2.64), the characteristic function of the homogeneous Poisson
process is fn,(u) = exp{—At(1 — exp{iu})}. Therefore, we can assert that
conditions (1.33) and (1.35) hold with ¢ = 0 and K1 = K5 = 1. So the use
of Proposition 2.3 immediately gives that the upper bound of I, (Sy;, ) satisfies
inequality (2.73) with N := N, being the homogeneous Poisson process and
with A, := A, ; which would be defined by (2.25), and in this instant holds
with

Aw, = NGB/ L1, L =2l v (1V o/ 2ll) M) as j 0,
An, o = UN/LQ, Lo =2M as u = 0.

Here M = 2(K V o).

We note that the upper estimate (2.84) for the kth-order cumulants of the stan-
dardized Poisson process (2.82) is more accurate then the one mentioned in
Remark 2.7.

Corollary 2.6. If the random variable X with variance 0 < 02 < oo satisfies
condition (Bv) and Ny, t > 0, is a homogeneous Poisson process, then the
large deviation equalities (2.51), exponential inequality (2.56), and absolute
error estimate (2.57) are valid with Sy = SNt and A, == Ay, where gNt and
Ay are defined, respectively, by (2.82) and (2.84).

Corollary 2.7. Under the conditions of Corollary 2.6, the ratios

1_F§Nt(x)_>1 FgNt(_x)_>1
1—®(x) ’ O(—x)

hold in both cases: when i # 0 and when . = 0, for © > 0, x = o(t"/?), if

t — o00. Herev(y) = (14+2(1Vv~))~L v >0.

The assertions of Corollary 2.6 follow directly from Proposition 2.3 and
Corollary 2.4. The proof of Corollary 2.7 comes from the proof of Theo-
rem 2.2 in the instance where a; = 1, j = 1,2,...and N := Ny, t > 0,
is a homogeneous Poisson process. Following the proof of Theorem 2.2 with
S'N = S*Nt and A, := A, it is obvious that is enough to show that A; — oo
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as t — oo, where Ay is defined by (2.84). In fact, we have A; > CtY/2, where

C = /Ap?+02)/K > 0. Thus, Ay — co as t — oo.

Remark 2.8. Thanks to Proposition 2.3, application of Corollary 2.2 imme-
diately leads us to conclude that in cases where a; = 1, j = 1,2,..., and
N := N is a homogeneous Poisson process, the upper estimate of the normal
approximation to the distribution of S n, in the Cramér zone (y = 0) is

44K
V(2 + o)At

Note that the absolute constant 4.4 in this upper bound may be sharpened.
Indeed, Korolev and Shevtsova (2012) presented sharpened upper bounds for
the absolute constant in the Berry-Esseen inequality for Poisson and mixed
Poisson random sums. (Korolev and Shevtsova 2012: 97) proved the following
theorem for the case where N := N, is a Poisson random variable with rate
A>0:

sup|Fy, (x) — ®(x)| <

Theorem 2.4. (Korolev and Shevtsova 2012) Under 33 = E|X|?> < oo for any
A > 0, the following inequality holds:

0.304133
(12 + 02)3/2\5\'

sup|F,, (@) = (a)| <

See this paper also for a references on a rather interesting history of the
so-called Berry-Essen inequality and for the problem of establishing the best
value of the absolute constant in it.

According to Theorem 2.4 and condition (By),

0.9123K
Sup|F§Nt (x) — ®(z)| < K,o,A>0,t>0.
x

= 2+ o

2.4.4. Large deviation theorems for compound mixed
Poisson processes

Suppose that N, := N;\(t), t > 0, is a mixed Poisson process with the
distribution defined by (2.66) (see Example 2.2). Here the mean value function
A(t) is a general random process with non-decreasing sample paths, indepen-
dent of the standard Poisson process N ' (see Definition 2.3). Let as recall that
the most well-known and most widely used mixed Poisson distribution is the
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negative binomial distribution with the following probability and parameters
O<p<l,n>0:

I(ng+s)
s\ (ng) ¥

be

= —, € Np.
1+0; y 0

s = (I-p)° p
In this case, A(t) is distributed according to the Gamma law with positive

parameters (n;, by) and the density function defined by (2.67). Thus,
oy =EA(t) =ng /by, BE=DA(t) = ny/b2. (2.86)

As previously mentioned, IV, is called a negative binomial or Pélya process
and is often used in insurance and other dynamic population models. If n;
is a positive integer, then the negative binomial distribution is called Pascal
distribution, and in the case where n; = 1 it is called a geometric distribution.
According to (2.86) and (2.61)—(2.63),

EN; = oy, ﬁ? =DN; = o + BtQ = Oét(l + at/nt) > . (2.87)

A complete list of references for work on the bounds of the tails of compound
Cox or mixed Poisson processes, and compound negative binomial distribu-
tions would be overly long, and to the best of our knowledge there are no
papers on normal approximation taking into account large deviations for the
aforementioned compound distributions when the cumulant method is used.
Thus, without elaborating, we refer, e. g., to (Bening and Korolev 2002; Cai
and Garrido 2000; Embrechts et al. 1985; Frolov 2009; Gordon and Xiaodong
1997; Grandell 1997; Kong and Shen 2009) and the references therein.

Let us consider the compound mixed Poisson process Sy, denoted by
(2.77) with N; being a mixed Poisson process for each ¢ > 0, independent
of the i.i.d. random variables {X, X;, j = 1,2, ...} and with the mean, vari-
ance, and distribution function that are denoted by (1.4). Based on (2.72) and
(2.87),

ESy, = pay, DSy, = B2 + oy (6 + 11?), (2.88)

where a; and Bf are defined by (2.86). Our aim is to consider large deviations
in both the Cramér and the power Linnik zones for the distribution of S N, that
is denoted by (2.82), with IV, being a mixed Poisson process.

Recall that for this purpose, the upper estimates for the kth-order cumu-
lants of Ny are first required.

Proposition 2.4. Assume that A(t) > 0, ¢t > 0, is distributed according to
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the Gamma law (2.67) with the parameters ny > 0, 0 < by < 1. Then for
the kth-order cumulants of the mixed Poisson process Ny, the upper estimate
holds:

2\ k
Tu(Ny) < (k — 11 <b> . k=1,2,... (2.89)
¢
Proof of Proposition 2.4. Pursuant to (2.67), the characteristic function for
A(t) is A
Fay (@) = Be™™) = (1 —iu/b)™,  ueR. (2.90)
From this, the definition (1.5) of the kth-order cumulants leads to
1 d* &
IW(A®) = 52 In fag (u )‘ = = Dmg/b, k=12, 29D)

Further, in view of (2.68) together with (2.90),

fa () = BN — ((1 _ (12?_ p)ew))”t _ fA(t)Gm fw(w), @92)

where 0 < p < 1 is defined by (2.68), and [V, is distributed according to the
Poisson law with the unit parameter. It is clear that fn, (u) = exp{exp{iu} —
1}, by (2.60). Consequently, I'x(N1) = 1,k = 1,2, ... . Thus based on Lemma
2.1, using (1.5) together with (2.92), we have that the upper estimate for the
kth-order cumulants of the mixed Poisson process NV, is

Ip(Ny) = klzl - mk'H( )

k—1
= Y " naAr), k=12, (2.93)

where >_7 is the summation over all the non-negative integer solutions 0 <
mi,...,mg < k of the equation (2.9), m; + ... + mp = m,and 1 < m < k.
The integers cg-k) > 1,7 =1,2, ..., k, are Stirling numbers of the second kind
that may be determined, e. g., from

) —k'zl o mk‘H( ) 1=0,1,... k=1, (2.94)

where Y " is the same summation as ) ; but choosingm =k —[,0 < [ <
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k — 1. For instance,

(k:) - C’gk)zl’ k=12, ...,
cli’“)l — k(k—1)/2, P21 1 k=23 ...

Substituting (2.91) into (2.93) and by noting that (1/b,)*=! < (1/b;)* as b, <
1,0<I<Ek-1,k=1,2,.., leads to (2.89), since

Zc(k) —1)! < (k—1)12k 1, k=1,2,.... (2.95)

|

Proposition 2.5. If the random variable X with variance 0 < % < oo fulfills
condition (B.,) and the mixed Poisson process Ny, t > 0 with the probability
(2.68) satisfies condition (2.89), then

. )i+ by /DS
|Fk(SNt)]<(k) Ay =N "2 5 19 k=3,4,... (2.96)

— | ) *,t — [
f 2 J
when 0 < bt < 1. Here

Ly —2(2|p|\/ (1\/ ) ) when i # 0, Ly = 2M when p =0, (2.97)

where DSy, and M > 0 are defined, respectively, by (2.88) and (2.1). In case
where (. = 0, DSy, and M stand with o2 =EX2

Proof of Proposition 2.5. First let us consider the case where p # 0. Based
on (2.32) in the instance when Ty 2 := NN; together with (2.1) and (2.89), we
have

-1 2mt

N1+ k-2 |
|F/€(SNt)| S (k) M &g +knt22 ml mk*ll b;h

k—1
™ H((j!)WMj_QU%mj, k=2,3,.., (2.98)
Jj=2

where 3 5 is the summation over all the non-negative integer solutions 0 <
mi,...,mi_1 < k of the equation (2.35) withmj 4+ ... + my_1 = m, and 2 <

m < k. Clearly, n;/bj* = 52 /b6"~2 < 52 /b~ % as 2 > 2. Here 3, and 37
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are defined, respectively, by (2.86) and (2.87). Consequently, recalling (2.39)-
(2.41) with @ = sup{aj,j =1,2,..} = land a = inf{a;,j = 1,2,..} =1,
we arrive at the estimate of (2.98):

|Tu(Sn,)| < (KDY DSy, (L1 /b)F2, k=23, .., (2.99)

since 0 < by < 1. Here DSy, and L; are defined by (2.88) and (2.97), respec-
tively.
Now let us consider the case where 1 = 0, supposing that 0° = 1. Taking into

consideration (2.32) (in the instance when Ty o := N;) along with (2.1) and
(2.89) gives us

« (m—=1) ,2\m-1
D D pwenl ()

k
- TGy e M2y, k=2,3,..,  (2.100)
=2

where o is denoted by (2.87), and >3 is the summation over all the non-
negative integer solutions 0 < mao, ..., my < k of the equation (2.45), where
mao + ... + mp = mand 1 < m < k. The inequality (2.100) together with
(2.47) and (2.48) (in the instance where a = 1) ensures that

T0(Sn,)| < (R)'YDSN, (La/b1) 72, k=2,3,.. (2.101)

when 0 < b, < 1and 0 < M/2. Here DSy, and M > 0 stand with
u = 0, and Ly is defined by (2.97). Consequently, the inequality I';(Sn,) =
Te(Sn,)/(DSN,)*/2, k = 2,3, ..., together with (2.99) and (2.101) leads to
(2.96). O

Since the kth-order upper estimates of |I';(Sy, )| have been derived, ap-
plying Corollary 2.4 immediately confirms the assertion of Corollary 2.8.

Corollary 2.8. If the random variable X with variance 0 < 0% < oo satis-
fies condition (BA,) and mixed Poisson process N, t > 0, with the probability
(2.68) fulfills condition (2.89), then the large deviation equalities (2.51), ex-
ponential inequality (2.56), and absolute error estimate (2.57) are valid with
Sy = gNt, Ay i= Ay i, where S’Nt is defined by (2.82) with N, being a mixed

Poisson process, and A, ¢ is defined by (2.96).

Assume that n;b; — oo as t — oo.
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Corollary 2.9. Under the conditions of Corollary 2.8, the ratios

1 - Fg, () Fg, (=)
N N,
—_—— =1 — =1 2.102
o) 0 e(a) (2.102)
hold in both cases: ;1 # 0 and pn = 0, for x > 0, = o((nss)"V/?) as
ngby — oo ast — oo. Here v(y) = (1+2(1v~y))~L v > 0.

The assertion of Corollary 2.9 is derived from the proof of Theorem 2.2,
in the instance where a; = 1, j = 1,2,...and N := Ny, t > 0, is a mixed
Poisson process with the probability (2.68).

Really, examining the proof of Theorem 2.2 with Zy := Sy, and A, := A, 4,
and letting € = 1, it is obvious that is enough to show that A, ; — oo as
ntby — oo, where A, ; is defined by (2.96).

Recalling the definitions of DSy, and A, ¢, by (2.88) and (2.96), respectively,
and noting that 5? > 20y as Bf > apand 0 < by < 1, we have AN*,t =

VDSN,/L; > Cj(ngb)Y/?, j = 1,2, where Cy = /2u2 +02/Ly >
0, Cy = o/Ly > 0. Thus, supposing that n;b; — oo as t — oo, we have
that in this instance A, ; — oo.

Note that it follows, from Corollary 2.9 that whether ratios (2.102) hold
depends on the parameters n; > 0 and b; > 0 of Gamma distribution (2.67).

Now we will consider some instances. In order to follow Corollary 2.3
directly, we should derive conditions for the kth-order cumulants of the mixed
Poisson process, that are similar to (1.33) and (1.35). The relations (2.103) and
(2.105) described in the following remark can be used for this purpose.

Remark 2.9. Assume that the mean value function A(¢), t > 0, is distributed
according to the Gamma law (2.67) with the parameters n; > 0and 0 < b; < 1
related by

n 1/€
n=——— ) neN, 0<e<Ll, (2.103)
(b?(16)>
then
| 2 \k2 o 1+&(k—2)/2
Te(Ny) < 20k — 1)'(ﬁ) (82) . k=23,... (2104)

If the parameters n; > 0, 0 < b; < 1 are related by

n

1/e
ng = (=) neN, 0<e<, (2.105)
by~
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then

INE-1 |y
Fk(Nt)g(k—l)!<ﬁ> G B S I S (2.106)

Indeed, by virtue of Bf as defined by (2.86), we can rewrite condition
(2.89) in the following way:

(N < 2(k — D)2/ /n)F 2 (B2 =22 kb =1,2,.... (2107
Since relation (2.103) holds,

Bi/v/mi =1/by = Bf/v/n, neN, 0<e<l, (2.108)
ap = (n/b7 Ve, B2 = (n/b])VE, B2 = BE(1++/n/B). (2.109)

Consequently, (2.107) and (2.108), noting that Bt? < ﬁf, lead to (2.104).

The second part of Remark 2.9 follows in a similar way. Let us rewrite
condition (2.89) as follows:

IR(N,) < (k — DI2/n)F Lol PEYD e =12, (2.110)
using o which is defined by (2.86). Since relation (2.105) holds, we have

ar/ng = 1/by = a5 /n, neN, 0<e<l, (2.111)
ar = (n/b)Ye,  BE=(n/bi )V, BE=ai(1+af/n). (2112)

To complete the proof of (2.106), it suffices to use (2.110) and (2.111).

Remark 2.10. It follows from (2.104) and (2.106) that Ny, ¢ > 0 satisfies con-
dition (1.35) with K7 := 2/y/n and € := €/2 such that 0 < € < 1, and it
also satisfies condition (1.33) with K3 := 2/nand 0 < € < 1, n € N. Thus,
clearly, applying Corollary 2.3 directly shows that the majorating upper esti-
mate for the kth-order cumulants of a standardized compound mixed Poisson
process S N, satisfies inequality (2.73) with NV := Ny, where A, is defined by
(2.25) with

_ /DSy, B B¢ o
Ane= 7= ,LNt_2<2\u\\/ﬁv(l\/m>M> asp #0, (2.113)

DSy, - 208
An,o = Tn Ot NO = ﬁ as i = 0. (2.114)
t
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Here DSy, 3§, and of are defined by (2.88), (2.109), and (2.112), respec-
tively, and 0 < € < 1,0 < € < 1, and M > 0 are defined by conditions
(2.103), (2.105), and (2.1), respectively. In the case where ;x = 0, DSy, and
M stand with 02 = EX2,

Obviously, to obtain accurate upper estimates for |Ix(Sy,)|, k = 3,4, ...,
in both cases: when 4 # 0 and when p = 0, it is enough to use one of the
conditions (2.104) or (2.106).

Remark 2.11. In accordance with the previous remarks, it is clear, based on
the proof of Corollary 2.9 and assuming that condition (2.104) or (2.106) holds
and n € N is fixed, the convergence of large deviation ratios to a unit (2.102)
would be valid in both: when p # 0 and when p = 0, for z > 0: ¢ =
o((1/b;)¥M(1=29)/(2)) with 0 < € < 1/2 in the case where relation (2.105)
holds, and for 2 = o((1/b;)*("(2=39/(29)) with 0 < & < 2/3 in the case where
relation (2.103) holds, as b; — 0. Here v(y) = (1 +2(1Vy))~L, v > 0.

Example 2.4. Assume that by = 1/t < 1. Then, by (2.105), (2.111), and
(2.112),

ne= () e =m0t B = (e,
And according to (2.103), (2.108), and (2.109),
ng = (ntQ(l—E))l/E7 ap = (ntQ—E)l/E’ BtQ _ (nt2)1/€.

Obviously, based on Remark 2.11, the convergence of ratios to a unit (2.102)
will hold as ¢t — oo.

Remark 2.12. If b, = 1/t < 1, ¢ = € = 1, then according to both relations:
(2.105) and (2.103), gives the same result

ng=n, oy = nt, Bf = nt?, B2 =nt?(1+t71). (2115

Obviously, in this instance, due to Remark 2.11, the convergence of ratios to
a unit (2.102) are not valid in the case where ¢ — oo. However, if we would
suppose that ¢ is fixed, and n; = n — oo, then according to Propositions 2.4,
2.5 and the proof of Corollary 2.9, we can immediately derive that (2.102) hold
for z > 0 such that z = o(n*("/2) as n, — ooc.

Let us note that the aforementioned assertion also can be verified by us-
ing directly the Corollary 2.3. For that it is enough to observe that conditions
(1.35), (1.33) hold with K1 = K5 = 2t and € = 0 in instance where n; = n,
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as (2.89) can be rewritten in the following ways:

Te(N,) < (k= D126tk = (k-2 ta,,  k=1,2,..,
on the other hand,

[e(Ny) < (k— D126tk = 2(k — D205 232, k=1,2,...
when ¢t > 1. Here N, := N, is mixed Poisson process with the parameters

by = 1/t, ny = n, where t is fixed. ay := «, and ﬁAf = BZ are defined by
(2.115).

2.4.5. Large deviation theorems for random binomial sums

Let us consider the random sum (1.30) assuming that N := N,, n € Ny,
is distributed according to the binomial law, with the probability

n!
_ S =S __ =\n—s S —
¢ =Cpp°(1 —p)" %, C”_is‘(n—s)!’ 0<p<l1, seNy.
In addition,
a = np, B? = np(1 — p). (2.116)

Let us recall that N, is independent of the i. i. d. random variables { X, X;, j =
1,2, ...}. Thus, according to (2.72) and (2.116), we have

ESn, = unp, DSy, =np(c? + p*(1 — p)). (2.117)

Proposition 2.6. Assume that N,, is distributed according to the binomial law
with the probability (2.70) and parameters 0 < p < 1, n € N. Then

II(Ny)| < (k= D126 g, k=1,2,.... (2.118)

Proof of Proposition 2.6. According to (2.70), the characteristic function of
N, is ' '
() = B = (1= (1=p)e™)",  ueR

Thus based on Lemma 2.1 and using (1.5), we get

Te(No)| < Te(N) = > el Tuy(A(n)) < (k= 112" 1np, k=12, .,
l

E
—_

Il
o
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due to (2.91), (2.93), and (2.95), where is assumed that A(n) is distributed
according to the Gamma law (2.67) with the parameters n; := n, by := 1/p >
1, and Ny, t > 0, is mixed Poisson process with the probability (2.68). Here

the {*), are defined by (2.94). 0

Remark 2.13. It follows from (2.118) that IV, satisfies conditions (1.33), (1.35)
withe =0, K1 =8/(1 — p) and Ky = 2.

Proposition 2.7. If the random variable X with variance 0 < o> < oo ful-

fills condition (Bv)’ and the binomial random variable N,, n € N, satisfies
condition (2.118), then

~ ENIHY vDSnN, .
[Tk (SN,)| < (Al)c—2’ o= = 1,2, k=3,4,..., (2.119)
*,M J
where

2
L= f<2wv (WL)M) aspp #0, Ly = 2M as = 0, (2.120)
—p u

where 0 < p < 1. Here DSy, and M > 0 are defined, respectively, by (2.117)
and (2.1). In the case where ;i = 0, DSy, and M > 0 hold with 0> = EX?2.

Proof of Proposition 2.7. Following the proof of Proposition 2.5 with n; := n,
bi := 1/p > 1 and noting that 1/(1 —p) < 1/(1 —p)¥2,k = 2,3, ..., we can
see that (2.119) holds. O

Corollary 2.10. If the random variable X with variance 0 < o < oo satisfies
condition (BW), and the binomial random variable Ny, n € Ny fulfills condi-
tion (2.118), then the large deviation equalities (2.51), exponential inequality
(2.56), and absolute error estimate (2.57) are valid with Zy = Sy, and
A, := A, where Sy, is defined by (1.34) with N := N,, being a binomial
random variable, and A, ), is defined by (2.119).

Corollary 2.11. Under the conditions of Corollary 2.10,

1-— FgNn (x) FgNn (—l’)

1= () — 1, (=) —1 (2.121)

hold in both cases: when | # 0 and when =0, forxz > 0, z = o(n”("’)/Q), if
n — oo. Here v(y) = (1 +2(1 V)~ v >0.
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The statement of Corollary 2.11 follows from the proof of Theorem 2.2,
considering the instance where a; = 1, j = 1,2, ...and N := N, is a binomial
random variable. Since A, ,, = /DSy, /L;j > /nCj, j = 1,2, where C; =
V(o2 +pu2(1—p))/Ly > 0, Cy = \/po/Ly > 0, then A,, — oo as
n — o0. Thus it yields the statement of Corollary 2.11, due to the proof of the
Theorem 2.2.

2.4.6. Discounted version of large deviations

Let us consider the discounted version of large deviations, i.e., let us as-
sume that a; = v/, 0 < v < 1,7 = 1,2, ... . In this case we consider the

random sum
N

Zy =) vX; Zy = 0. (2.122)
j=1
Recall that {X, X, j = 1,2,...} is a family of i.i.d. random variables with
the mean, positive variance and distribution function

uw=EX, 0> =DX < oo, Fx(z)=P(X <z), zeR

In addition, the non-negative integer-valued random variable N with the mean,
variance and distribution

a=EX, 82 = DX, P(N = s5) = g, s € Ny,
is independent of {X, X;,j =1,2,...}.

In the case where a; = v, 0<v <1,

N

. o (1 — o™ L. (1 — "8
j=1 j=1

where 7, s € N. Is is assumed that 7Tp . = 0. Clearly, T’y o = N. Thus,

:
BTy, = 1 - —(1-Ev'Y), BTy, =

,U2r

. rN\s

DTy Duv™V, (2.125)
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where

oo oo

EvY = ) g™, BA-vN) =) g1 -0, (2126)
s=0 s=0

DN = B — (EoNT)2 (2.127)

Consequently, conditions (L) and (L), the mean (2.19) and the variance (2.20)
of Zy hold with ET 1, ETy 2 and DT ; defined by (2.124) — (2.127) with
r=1,2.

For the following, recall the abbreviation (b V ¢) = max{b,c}, b, ¢ €
R. And note that the statement of the thereunder Corollary 2.12 immediately
follows from the proof of Lemma 2.2 in case where a; = v, 0 < v <1,
j =1,2,..., and the quantity a/a is replaced by 1 + v.

Corollary 2.12. Assume that the random variable X with variance 0 < 0% <
oo satisfies condition (B.,)) and that the compound random variables T 1 and
Tn2 defined by (2.123) satisfy conditions, respectively, (L) and (L) with
DT 1, ETN 2 defined by (2.124)—(2.127). Then the upper estimates for the
kth-order cumulants of Zn defined by (1.37) with a; = v, 0 < v < 1,

Jj = 1,2, .., satisfy inequality (2.24), where A, is defined by (2.25) with

3

DZy
Ly
(14+0)?((1 + o) K el (DT v (1

Ay
7

Ly = Vv
2|pl

[\)

)Q}M), (2.128)

Ay = . Lyo=2(1V Ky(ETn2))(1/2Vv)M.  (2.129)

Here M = 2(K Vo), K, 0 > 0, and DZy, K1, K», € > 0 are defined by
(2.20), (L), (Lo). DZy, M > 0 have 0> = EX? in the case where ;i = 0.

Consequently, it immediately follows that Theorems 2.1-2.3 and Corollar-
ies 2.1, 2.2 (see, Section 2.3: 48) hold with the same A, where Ay and Ay g
are defined, respectively, by (2.128) and (2.129).

Corollary 2.13. Under the conditions of Theorem 2.1, the ratios

1—FZN(x) F; (—x)
T al 3(2) — 1, 7@(—%) -1 (2.130)
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hold for x > 0 defined by (2.55) with (2.124)—(2.127), ifv — 1, and  — oo
or o — oo (depending on the case, either i # 0 or ;1 = 0) when 0 < e < 1/2.
Here0 <v <1, v(y)=(1+2(1Vv~)~Ly>0.

We remark that the use of L’Hospital’s rule yields

v

limDTy; = lim (DvY + ENv?Y — EoVENoY)

v—1 v—1lv — 1
= lim (Do + 3(ENv?N — EvVENVY) 4+ 2EN?p?N
v—
~EvNENZY — (ENVY)?) = 82,

ImETy, = lim(ENo* +Eo* —1) =«
v—1 ’ v—1

With these, the statement of Corollary 2.13 follows immediately from the proof
of Theorem 2.2 if we use the definitions of ETy 2 and DTy ; given by (2.124)
—(2.127) and assume that v — 1 and either 5 — oo or @« — oo (depending on
the case, either 1 % 0 or = 0).

Remark 2.14. Assume N = oco. Thus, according to (2.123), Ty, = v" /(1 —
v"), r € N. And hence, it follows that

T

ETy, = 1”7 T(Tn,) =0, m=23, ., (2.131)
— v
due to (2.10). Consequently,
2,2
EZy =1 Dzy=2Y. (2.132)
1—wv 1— 02

Next, based on (2.132) together with (2.33) and (2.1), we have

> VD (T )| (X)) _ (B o
|Fk(ZN)‘ < (UZETNQ)]“/Q < Ak—2 A= m; (2.133)

fork =3,4,....

On the other hand, since the characteristic function of the compound sum
(2.122) is fz, (u) = [[72, fx(v7u), the definition (1.5) of the kth-order cu-
mulants gives us

—1 d" :
Fk(ZN) :Zﬁmlnfx(vju) I = mrk(x), k= 1,2,... .
j=1
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Next, application of condition (2.1), leads to

(L) (M=) (

Tw(Zn)| < (kD)
T(Zn)l < () (I+v+2v2+ ..+ ok 1)gh-2 =

KN H
AQM . (2.134)

for k = 3,4, ..., where

o — 14w
Mv1 =02’ 4o+

Comparing expression (2.133) with expression (2.134), we see that the first
holds with H < 1. Assume that A < A, = o/(M+/1—v) and H > (1 +
v+ v2)_1, then the upper estimate (2.134) will coincide with the estimate (10)
presented in (Saulis and Deltuviené 2006: 221).

Clearly, A > C/v/1—v?, where C = o/M > 0. Here A is defined
by (2.133). Hence, the proof of Theorem 2.2 leads us to assert that the large
deviation ratios to a unit ratios (2.54) hold for z > 0 such that z = o((1 —
v2)Y/2) as v — 1.

A=

Let us consider some example where /N obeys concrete probability laws.

Remark 2.15. If NV is a binomial random variable or is a homogeneous or
mixed Poisson process, then equalities (2.19) and (2.20), conditions (L) and
(Lo), and consequently Corollaries 2.12, 2.13 are valid with ETy 1, ETy o,
and DTy ; defined by (2.124)—(2.127) with » = 1,2, where the values of
Ev™N, D™V coincide for the distribution under consideration.

Example 2.5. Suppose that N := Ny, ¢ > 0, is a homogeneous Poisson pro-
cess with the linear mean value function A(t) = At, ¢ > 0, for some A > 0,
and the distribution

gs = P(N; = 5) = e M(\t)*/s!, s € Np, 0<gs <1
Then,
E,UT‘Nt — e—At(l—vT)

; Dyt = e_’\t(l_vzr)(l — e_,\t(1—vr)9)7 r € Ny.

Hence, based on Corollary 2.13 and (2.78), we see that in both cases: . = 0
and i # 0, (2.130) hold if v — 1 and t — oo.

Example 2.6. Let us consider a mixed Poisson process N; := N//\(t)’ t >0,
where A(t) is distributed according to the Gamma law with the parameters
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(ng, b), ng, by > 0, ¢ > 0, and the density function (2.67). Recall that in this
instance,

I'(ng+ s)
s'F(nt)

C140b

gs = p"t (1 —p)*, D s € Np.

Ny is distributed according to the negative binomial law with parameters 0 <
p < 1 and n; > 0, defined by (2.68). Hence,

Tt

P
E rN —
YT v =
DUTN _ pnt p2nt

T— (- Ao @)

Thus, recalling (2.87) and that p = b;/(1 + b;), it follows immediately from
Corollary 2.13 that in both cases: p # 0 and p = 0, (2.130) hold as v — 1
and n; /b, — oo. For example, we can suppose that n; := n € N is fixed and
p — 0 or, for example, by = 1/t — 0,¢ > 0, as t — oo. Obviously, supposing
that n; := n, and b, is fixed, it is possible to show that the ratios (2.130) hold
as n — oo.

Example 2.7. Now let as assume that N := N,,, n € Ny, is distributed accord-
ing to the binomial law, with

g =C:pP(1—p)" ™%,  C=——" 0<p<l1, seNy (2135)

In this instance,
Ev™N = (1—p(1—v"))", Dv™ = (1 —p(1 —0™))" — (1 —p(1 —v"))*".

Thus, due to Corollary 2.13 and (2.116), it follows that in both cases: p # 0
and p = 0, (2.130) hold as v — 1 and n — oo.

2.5. Conclusions of Chapter 2

1. By using combinatorial method, the suitable bound (2.24) for the cu-
mulants of the standardized weighted random sum 4 '~ which is de-
fined by (1.37) is obtained. It was assumed that the i. i. d. random sum-
mands satisfy the generalized S. N. Bernstein’s condition (BW), v >0,
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and random variables Ty 1 and Ty o defined by (2.2) with r = 1,2
satisfy the conditions (L) and (Lg). The suitable bound and general
Lemmas 1.1, 1.2 lead to proof theorems of large deviations in both the
Cramér and the power Linnik zones and exponential inequalities.

2. It follows from Remarks 2.3, 2.6, 2.14 that Theorems 2.1-2.3 and Corol-
laries 2.4, 2.5, 2.12, 2.13 of large deviations for the distribution func-
tion of the sum ZN (the cases where a; = 1, 7 = 1,2..., and v,
0 < v < 1 also include) can be regarded as refinements of the theo-
rems of large deviations and exponential inequalities for the sums of
non-random numbers of summands.

3. The results of the Chapter 2 lead us to large deviation theorems for
the standardized compound and mixed Poisson processes (see Subsec-
tion 2.4.3, 2.4.4) that are largely used in insurance and finance mathe-
matics.






Local limit theorem for compound
Poisson process

In this chapter we assume that i.i.d. random variables {X, X;, j = 1,2,...}
with the mean EX = p, finite, positive variance 0 < DX = 02 < oo and the
distribution function F'x () = P(X < z) for all z € R, satisfy the condition

(B,) with v = 0: there exist constant /' > 0 such that
B(X — u)f| <kIK* 202 k=3,4,... (Bo)
In addition, by virtue of Proposition 2.1, we take up the position that
IIe(X)] < KIM*26% M =2max{0,K}, k=3,4,.... 3.1

Throughout, along with the condition (Bj) we assume that for X there exist
the density function

d
= F
px(x) . X (7)
such that
suppx(z) < A < oo, A> 0. (D)

85
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Let us recall the compound Poisson process
N
Sny =Y X, So =0,
j=1

with the mean and variance
ESy, = uM, DSy, = M(0? + p?) > 0.

Here Ny, t > 0, is a homogeneous Poisson process with a linear mean value
function A(t) = At, t > 0, for some A > 0 (see Definition 2.2 in Subsec-
tion 2.4.1). In addition, with the mean «; = E Ny, variance Bf = DN, and the
distribution P(N; = s) = ¢s:

a=pBE=M, g =eMM)/s!, seNy 0<gqs <1

It is assumed that IV, is independent of i. i.d. random variables {X, X, j =
1,2,..}.

Local limit theorems for Poisson random sums are available, e. g., in (Ko-
rolev and Zhukov 2000), where the results for non-random sums presented in
(Korolev and Zhukov 1998) are extended. For treatments of asymptotic expan-
sions for Poisson random sums we refer the reader, for example, in (Babu ef al.
2003; Bening and Korolev 2002; Gnedenko and Korolev 1996; Korolev et al.
2011).

The aim of this chapter is to extend asymptotic expansions that take into
consideration large deviations in the Cramér zone (v = 0) that are established
in (Saulis 1991, Deltuviené and Saulis 2001, 2003b) in another direction, that
is to consider asymptotic expansion that take into consideration large devia-
tions in the Cramér zone for the distribution density function of standardized
compound Poisson process

Sy, — ES,

/DSn,

The structure of the reminder term (3.19) of asymptotic expansion (3.21) also
is determined (see Section 3.2).

S, =

Let us recall that certain difficulties may appear in the formulation of prob-
lems related to local limit theorems for compound Poisson process (2.77) as
distribution function (2.83) of Sy, is not continuous for all x € R, because
of the presence of an atom at zero. Obviously, we consider the case where
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Fy(x) =1,z > 0, thus if (2.83) is differentiable, then

d o0
psy, (@) = Fsy, (2) = D tspxitoixs(@), x>0, (3.2)
s=0

where po(z) = 0. In addition, we may conclude that the fulfillment of the
condition (D’) implies

oo
SUP Py, (z) < AZqS =A< oo, A>0.
r s=0

Solution to the problem of this chapter is achieved by first using general
Lemma 1.3 (see Section 1.1) presented in (Saulis 1980: 165) about asymp-
totic expansion for the density function of an arbitrary random variable with
zero mean and unit variance and joining methods of the cumulant and charac-
teristic functions (see, e. g., Saulis and Statulevicius 1991). To follow general
Lemma 1.3, we have to estimate the kth-order cumulants of the standardized
compound Poisson process (2.82) in the case where v = (. For that Propo-
sition 2.3 (see, Subsection 2.4.3) in instance where v = 0 should be used.
Particularly, if the random variable X with variance 0 < o2 < oo satisfies
condition (By), and Ny, t > 0, is a homogeneous Poisson process, then

|Tu(Sh)| < kY AF2 Ay = X0 + 12) /K, k=3,4,...,  (3.3)

where K > 0 is defined by (By). 0> = EX? in the case where p1 = 0.

Following, e. g., (Deltuviené and Saulis 2001, 2003b; Saulis and Statule-
vic¢ius 1991) in order to estimate the reminder term (3.19) of asymptotic ex-
pansion (3.21) along with aforementioned methods S. V. Statulevi¢ius’ known
estimates for characteristic functions should be used (see Statulevicius 1965 or
Lemmas 3.1-3.3 in Section 3.1).

3.1. Auxiliary lemmas

Let X' = X — Y be an arbitrary, symmetrized random variable, where Y’
is independent of X and with the same distribution. Clearly, the distribution
and characteristic functions of X are as follows

FX,(x):/OO Fx(e+y)dFx(e), [y () = |fx@)]

—0o0
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Corresponding density will be denoted by p (). Moreover, in this section,
we assume that EX = 0.
In the paper (Statulevicius 1965) the following lemmas were proved.

Lemma 3.1. Let X be any random variable with density px (x). Then for any
collection M = {A;, A;} of non overlapping intervals A; and positive con-
stants A; < oo for any —oo < u < oo the estimate

u? & o}
| fx(u)] < exp{ - 3;(Ai||u| | 27T)2A?}

holds, where

Q, = / min{ Ay, ps (2)}da.
Ay

Corollary 3.1. If px (v) < A < oo and 0? = EX? < oo, then

u? 1
[fx(u)] < eXp{ - %W}

Jorall —co < u < o0, where A > 0.

Lemma 3.2. Let a non-negative function g(u), defined on the interval [b, o),
satisfies the Lipschitz condition |g(u + s) — g(u)| < K|s|. Moreover, let

V.= / u)du < o0.

Then for any € > 0 and any partition b = ug < uy < ... of the interval [b, c0)
with max (ugy1 — ux) < € we have the inequality
0<k<oo

o0
Z max (u)Aup, < V(2Ke+4 sup g(u)),
k=0 uk<u<uk+1 a<u<oo

where Auy, = up41 — ug.

For a while, let us assume that X;, j = 1,2, ..., are independent, non-
identically distributed random variables, and put

S, = Zn:Xj, B2 = zn:af.
j=1 =1
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Let

n

In(H,) = 22/ Ppy(z),  Hy> 0.
anzl |z|<H, J

and
n )
Jn(u) = Z/ <:cy>2pX( (x)dz,
j=17-00 !
where (b) denotes the distance of number b to the nearest integer.

Lemma 3.3. For anyn > 1 and H,, > 0, there exist a partition

(n) (n)

<™ <ul” =0 <ul” <uf? <

of the interval (—oo, 00) satisfying the condition

1 (n) (n) _  (n) (n)
6Hn§Auk §4Hn, Auy, =yl Uy
such that 1
Tn(w) = Sl (Hy) (u = ) B,

provided u € [u,(:), u,(:)

on k.

+1], where, for given n, uyg is u,(in) or u,(:gl depending

The proofs of Lemmas 3.1, 3.2, 3.3 also can be found in (Saulis and Stat-
ulevic¢ius 1991: 172-174).

3.2. Asymptotic expansion in large deviation
Cramér zone for density function of the
compound Poisson process

Let us note that according to the proof of general Lemma 1.3, we must first
to denote the conjugate process of the compound Poisson process. Assume that
the conjugate compound Poisson process can be denoted by (see Bonin 2003)

Ni(h)
Snimy(h) = Y X;(h), (3.4)
j=1
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where N¢(h) and X j(h), t > 0, h > 0, are independent, besides the probability
of Ny(h) is

4s(h) = P(Ni(h) = 5) = exp{-Xtox (W)} Mgx (R)/s!,  (33)

where ~
@X(h):/ ehxpx(:v)da:

[e.9]
is the generating function of the random variable X. The quantity /» we will
define later. The identification of N¢(h) and X (h) can be performed with the
help of Laplace transform of Sy, (,)(h). Indeed, recall that an arbitrary con-
jugate random variable X (h) of an arbitrary random variable X is defined by
the density function (1.19):

px () = ¢x' (h)e"px (z).

Thus the conjugate process of the compound Poisson process can be defined
by using the density function (1.19) with X (h) := Sy,()(h) and X := Sk,
(see, e. g., Saulis 1978; Bonin 2003; Korolev et al. 2011):

DSy () (@) = 95, ()" Psy, (@). (3.6)

By virtue of (1.20) with (3.2) and (2.64), we can state that the generating func-
tion of Sy, is

o, () = / ps (@)dz = S gspxisox, () = S s (h)
s=0

- s=0

= e*)‘tZ(Atch(h))s/s! = exp{—At(1 — ¢x(h))}. (3.7)
5=0
So by (1.2), (3.6) and (3.7)

fSNt<h)(h)(U) = ‘ngit (h)/ €(h+iu)xpsNt (x)dx = Lpgjit (h)‘PSNt (h +iu)

—0o0

= exp{=Atex (h)(1 = fxn)(u))}- (3.8)

Clearly,
Fsn, oy (1) = exp{=At@x (h)(1 — fxn)(u))}
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o0

= e MPXN " (Ntox (h) fxny(w)*/s! = ZfX(h
5=0
where ¢s(h) is defined by (3.5). Thus we obtained the characteristic function
of the process Sy, (n)(h) which is defined by (3.4). Note that ¢s(0) = g5 as
vx(0) = 1, where g; is defined by (2.64).

The use of the definition (1.5) of the moments of X together with (1.19)
and (1.20) produces the rth-order moments of X (h)

. B dr ' B dr
BXT(h) = o3 (1) —ox(h+ i) _ = o5 (0)ox(h)
— EXFprr
—@Xl(h)ZW7 T:1,2, (39)
k=r

Additionally, based on Lemma 2.1 in Section 2.1,

*d Iny 1 & ox (h+iu)
_T‘Z ym o ly= (h+iu)pm'<]' 9 dud )

Yy=px u=0

dr (X)) 4
= 1 h) = E R =12, .. 3.10
dh?” n(PX( ) k:T(k_T)! ) r )<y 9 ( )

where 7 is the summation over all the non-negative integer solutions 0 <
mi, ...,m, < r of the equation (2.9), m; + ... + m, = m,and 1 < m < r.In
particularly,

o0 F hk 1
p(h) = EX(h) = Z : (3.11)
k=1
Xk:hk—Q
EX?(h) = Soxl(h)ZWa (3.12)
k=2 ’
I (X)hkE—2
o%(h) = DX (h) = Z’“(EC_)Q)' (3.13)
k=2 )

According to the definition (1.5) of the cumulants together with (3.8) and (3.9),
we get

[1(Sny (h)) = Mipx (WEX" () = ZW P12 ()

k=r
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where [ (Sy,) is defined by (2.85).
For the following, set

- S h) —ES h
Sy () = 2N ZBSn(®) gy S0 Gy

where by (3.14),
ESy, (k) = Mox(WEX(h), DSy, (h) = Atex(R)EX?(h). (3.16)

Basing on (Ibragimov and Linnik 1965: 213-216) (or see for saddle-point me-
thod in Jensen 1995), to derive equation which gives the solution of h =
h(z) > 0 we need to do the following calculations. By (3.6),

xT

Fo @) = s, (1) | eMaFs, 0,000,

—00
Thus,

0
FSNt (z) = ‘PSNt(h)/ e DSNt(h)(h)y"‘ESNt(h)(h))dFS

—0o0

(¥),

N (h)

as

Fg, () = Fsy, (VDSNny + ESy,),
FSNt(h)(h) (y) = FSNt(h)(h) < DSNt(h)<h')y + ESNt(h)(h)),
when
. ESnaw(h)  ESy,
/DSn, VDS,

Hence, according to Ibragimov and Linnik (1965), the quantity h = h(x) > 0
should be defined as the solution of the equation (3.17).
Note that

(3.17)

 ESn,(n)(h)u

ot - - B2
S () DSy, (h)

- exp { — Atpx(h) <1 = Ixn) (DSu()(h))> } (3.18)
Ne(h
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Let us denote

B = [ sl 319
1 Kz At(o? + p?)
= 1= 2
v = o e HQ)) — 620
for
At(0? + p?)
< - = .
0<x < e , K>0
In addition,
2e\m 1
q(m) = (3f) +8(m + 2)243(r+1)r(3’7;L ) m> 1.

We will use 6;, i = 1,2, ... (with or without an index) to denote a quantity, not
always one and the same, that does not exceed 1 in modulus.

Theorem 3.1. If X with 0 < 0% < oo satisfies conditions (By), (D'), and Ny,
t > 0, is a homogeneous Poisson process with the probability (2.64), then for
every m > 3, in the interval 0 < x < /At(o? + p?)/(24K), K > 0, the
asymptotic expansion

Py, (@) m=3
TR —exp{L(z)} <1 + ;Mt,k(x)
o (D ) o

is valid, where for the reminder term Ry(h) which is defined by (3.19) the
estimate

t exp{—c1(h)U2} + ca(h) exp{—Atc3(h)} (3.22)

as A\t > 2 holds. Here h = h(x) > 0 is the solution of the equation (3.17),
and Uy is defined by (3.20). In addition,

ci(h) = a*(h) /(T EX?(h)), (3.23)

ca(h) = 121v/2me2ex () V]ii(;)(m/l(\/iwa(h) +4H(R)),  (3.24)
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px(h)(1 —e"¢)°
16(7(h) + H(h))2A%(h)’
where @x(h) and A > 0 are defined, respectively, by (1.20) and (D'). In
addition, H(h), 7(h), A(h) are defined by (3.39), (3.47), (3.48), respectively.
For constants c1(h), ca(h), c3(h) estimates

cs(h) =

¢ >0, (3.25)

c1(h) > ¢1 = 0?/(EX %12 g3(9)), (3.26)
ca(h) < ¢a = 127v/2m exp {2exp{6°92(01)/8} } v/ 93(0) EX? /o
- MA(m\/2(1 + 1(8))/2 + 8g*2(5)), (3.27)
_ ,—c\3
cg(h) > c3 = < 526 )
16(555 + 155 + 2g1/2(5))?
1 (3.28)
eXP{ T91(61) + 2(51 5) + 5266 } (MA)?
hold, where M = 2{c V K}, and
4g2(6) +3(1 — ¢2(6 28(62 —36+3
gto) = 22O IO g, - DO o)
24 1+ g1(9)
1—-36 1+6
91(01) = 4 — 511’ 92(01) = § i_ 51- (3.31)

here 0 < 6 <1— v/18/3, 0<51<1/3 51 > 6.

Further, Li(z) = Zl 3 )\t lx where the coefficients )\tl (expressed by cu-
mulants of S N, coincide with the coefficients of the Cramer series). They are
determined by the relation \y; = —by;_1/1, and by ; are identified successively
from the equations

71 J 1, j=1,
gﬁ e (Sn) Y Hbmﬁ':{ 0, 7=2,3,...

iAot jr=j i=1
Jji>1
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Mp(z) = ZKtl )@t k—1(),

Kip(r) = Zin%(—j\tmﬂﬂw)mr’ Kio(z) =1,
r=1 """
&1 Tea(S)
Qt,k(x) = Z Hk+2m Hmﬂ(ﬁ) s Qu()(JI)El

=1

where the summation Y | is taken over all non-negative, integer solutions
(my, ma,...,my) of the equation (2.9), mi + mg + ... + mp = m, 0 <
my,...,mi < k, 1 < m < k. Here H,(x) is the Chebyshev-Hermite poly-
nomials (1.27).

Remark 3.1. Note that (3.16) together with (2.79), ( 3.11) and (By) leads to
the estimate of (3.17)

o

o, o

if h <1/K.If h < /K, then

EX’f _ —_— Kh(3—2Kh
k 1 == DSNth(].‘i_a(l(_I{h)Q)),

§(3 —28)\ V/Mt(02 + p2)
=0T )

If 6 = 1/28, then x < \/At(0? + p?)/(24K). Additionally, if 6; = 1/25,
then

c1 = 0%/(1.6m°EX?), co = 334¢*V2rVEX2M A /0, c3 = c/(MA)>.
where 0 < ¢ < 2-1078,

Proof of Theorem 3.1. Let us recall, if for the random variable X the condition
(By) is fulfilled and Ny, t > 0, is the homogeneous Poisson process with the
probability (2.64), then for the kth-order cumulants |, (Sn,)|, k = 3,4, ..., of
the standardized compound Poisson process S ~, Which is defined by (2.82) the
upper estimate (3.3) holds. Thus, observe that S N, satisfies S. V. Statulevicius’
condition (S;) in the case where v = 0 with the parameter A := A;, where
Ay is defined by (3.3). Accordingly, general Lemma 1.3 yields (3.21).

To finish the proof of Theorem 3.1 the estimate (3.22) of the reminder term
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(3.19) should be verified.
Obviously,

R = [ Vs m@le=hth 63

where

I1=/ fa u)|du, IQZ/ fa u)|du,
Utéluisfft(m’ v ) U(h)SIUI<oo’ Sy ) ()

here Uy (h) defined by (3.39). Suppose, that X' (h) = X (h) — Y (h) is a sym-
metrized, conjugate random variable, where the conjugate random variable
Y (h) is independent of X (h) and with the same distribution. It is clear that
the distribution and characteristic functions of X' (h) are as follows

FX/(h)(x) = /_OO Fx (@ +y)dFx p) (), fX'(h)(U) = ’fX(h)(u)P'

Corresponding density will be denoted by p -, (). Obviously, DX (h) =
20%(h). Denote,

1
I,(H(h :/ 2p de, H(h) > 0. 3.33
W) = s | apg(@)de, HR) (3.33)
Since 1
L —[fxm(2mu)| > 5(1 — | fx ) @mu)[?) = In(w), (3.34)

by (3.8), we get

[ fs, () (2mu) | < exp{=Atox (R)(1 = [ fx(n) (2mu)])}
< exp{—Atpx(h)In(u)}, (3.35)

where
Ip(u) = / sin2(7rux)pX/(h)(x)dx > 4uc® (W), (1/(2lu])).  (3.36)
Here [;,(1/(2|ul|)) is defined by (3.33). Further,

1

[oe) 2 o
WH) = 35 /_ @y (@de - o /H N Py (£)d2
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IB|X () ~ (1)
221 = e )2

(3.37)

if H(h) = 2(E(X(h) —,u(h))4) 1/2/0'(h). The use of (3.18) and (3.35)—(3.37)
gives

|fSNt(h)(h)(27ru)| < exp{—Mypx(h)du’c?(h)} as |u| <1/(2H(R)),

and
o2(h -
[ F5 0,y () (W] < eXp{ — u27r2E)((2)(h)} as |ul < Uy(h),  (3.38)
where
/DS h
= VOE@O)  mm —a

H(h) 7 o(h)

Here pu(h), EX?2(h), and o%(h) are defined by (3.11)—(3.13). And DSy, (h)
is defined by (3.16). Consequently,

2 (Ui o2(h)
I < = B R SV U
=0, ‘“'eXp{ “ 7r2EX2(h)} “
1
< —c1(R)U? 3.40
S LT exp{—c1(h)U}}, (3.40)

according to (3.38). Here Uy and ¢y (h) are defined by (3.20) and (3.23).

If we put n = 1 and conjugate random variable X (/) instead of X in Lemma
3.3, then we derive that for any H (h) > 0 there exist a partition

< u 1 <ug=0<u; <ug < ...
of the interval (—o0, c0) satisfying the condition
(6H(R)™' < Aup < (4H(A)™Y,  Aug = upy1 — up. (3.41)

such that
I (u) > exp{—202(h)l,(H(h))(u — ugo)?}, (3.42)

provided u € [ug, ugy1], Where ugg is uy or ugy; depending on k. Here
In,(H(h)) defined by (3.33). On the other hand, employing Lemma 3.1 gives:
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if X (h) has a density function such that px)(z) < A(h) < oo, then for any
collection M(h) = {A(h), A(h)}, of the interval A(h) and positive constant
A(h) the estimate

Q*(h)
(IA(R)] +2H (h))?A*(h)

Ip(u) > 3 (3.43)

holds for all |u| > 1/(2H (h)), H(h) > 0. Here

QU = [ min{A(),po @)}

Now let us estimate [s:

<2m,/DS h/ exp{— (At — 2 h) Iy (u
\/ DS, ny(h) ) <o {—( )ox (h)In(u)}

exp{~2¢x (R)(1 — | Fxcgny (2u)) | s,

by (3.34) and (3.35) as At > 2, where I}, (u) defined by (3.36). Hence observ-
ing that exp{2¢x (h)I(u)} < exp{2¢x(h)} due to (3.36), we arrive at

I < 2me?ex() /DSy (h)/ exp{ — Atpx (h)Ip(u)
’ N gz eno { X0}
cexp{—px(h)(1 = | fx ) 2mu)[*) }du. (3.44)

The next step is to estimate (3.44) for (3/4) Xt x (h) I (w), (1/4)Xtwx (h)In(u)
using, respectively, (3.43) and (3.42). According to (3.43) and (3.42),

M x (h)Q*(h) }
(IA(R)| + 2H (h))? A% (h)

> /UH1 exp{—Xtox (h)o?(h)ln(H (h))(u — uko)?/2}
ko Uk

~exp{—px(h)(1 - |fX(h)(27rU)|2)}
i VEX2(R) Atox (h)Q*(h)
< 2mVarete W e { - s sH A )

[2 <27y 27T62§0X(h) DSNt(h)(h) exp{ - 4
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> supexp{—px(h)(1 — [ fxm (2mu)*)}. (3.45)

3 Uk <U<Uk 41

Further, let us find 7(h) such that

Q(h) = / Px'Wdy =1—e >0 (3.46)

lyl<7(h)

It was proved in Theorem 6.1 in (Saulis and Statulevi¢ius 1991: 185) that

| ooy < expl=(A= mr(ho (At ),

ly|>7(h)
if A > h > 0. Hence
exp{—(A — h)T(h)}ng/(A)go)_;(h) < exp{—c}, c>0.

It is enough that

7(h) = >0, A>h>0, c>0, (347

where ¢ /(A 1), ¢ @ (h) are defined by (1.20). Next, if A(h) =] —7(h), 7(h)],

then recalling (D'), we derive

Pyt () = 1 (h) exp{hy}py: (y) < A(h) < oo,

where
A(h) = ¢ r(h) exp{hT(h)}A < o0,  ¢>0. (3.48)

It remains to evaluate ), sup  exp{—px (h)(1 — |fx(n)(27u)[*)}. Re-

U <U<Uk41

mark that Lemma 3.2 holds with

2mu)[** ok ()

x| Fxqm@ru)) _ e—@DX(h)Z’fX(h)( '
"l

k=0

g(u) =
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Here (see Saulis and Statulevic¢ius 1991: 186),

o

o @ +9) = oy 2] < 275 [ oo )ay)
= 2\/57;;;/1)5.
Hence, |g(u + s) — g(u)| < 2v/270(h)s. Accordingly, Lemma 3.2 holds with
K = B(h) = 2V/2ro(h), V=V (h) = /oo gu)du< A, (3.49)

as
| 1 @mfu < pyog () < 4

—00

Therefore, taking (3.2) into consideration, together with (3.41) and (3.49), we
can write

Z sup  exp{—px(h)(1 = |fxn)(2mu)*)}

L Up <U<Uk41

< GH(h)A(W + 4) = 6A(V2ra(h) + 4H(h)).  (3.50)

Substituting (3.46)—(3.48) and (3.50) into (3.45) we derive
I, < co(h) exp{—Atcs(h)}. (3.51)

where ca(h) and c3(h) are defined by (3.24), (3.25). Finally, (3.32) (3.40)
(3.51) leads to (3.22).

Let us derive estimates (3.26)—(3.28). The use of (3.1), (3.13) and (3.10) gives
o2(h) = o (1 + 0> (k- 1)5"“—2) = 02(1 + 0g1(5)), (3.52)
k=3

(X (h)) < (0M)*S k(k — 1)(k — 2)(k — 3)8" ™ = ga(6) (0 M)?, (3.53)
k=4

if0 <h<§/M,0< 9 < 1.Here g1(J) and g2(0) are defined by (3.29). Note

that
E(X(h) — u(h)* _ T'y(X(h))

a?(h) — o2(h)

+ 30%(h).
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Consequently in view of (3.52), (3.53) together with o < M /2, we evaluate

[E(X (h) — p(h))|

< M? :
where ¢g(0) defined by (3.30). Hence
H(R) < 2Mg'/%(6) (3.55)

by (3.39) and (3.54). Here g(8) > 0,if 0 < 6§ < 1 — v/18/3.
Employing (3.9), (By), together with K < M /2 < M, we imply

EX2(h) = <pxl(h)(EX2+€EX2kZS(kﬁ!2)!(Kh)k‘2>
= ox (MWEX%(1+0g1(9)), (3.56)

if 0 < h < §/M. Further, we will need the estimate
1
ox—pu(z) = exp {ngk(X)zk}
k=2

= exp {30222 (1 + QQi(MM)kQ) }

k=3
= exp{ia z (1+91—61)}’
1f\z|<A:5M1,0<51<1 Thus
1 455 L 50
exp{§0 z 91(51)} <lpx(2)] < exp{ia z 92(51)}, (3.57)

where ¢1(d1) and g2(61) defined by (3.31). From (3.47) follows that § < 4;.
Besides ¢1(61) > 0,if 0 < 01 < 1/3. The apply of (3.52), (3.56) and (3.57),
gives

EX2(h) - EX?2g3(9) - EX?

a?(h) — @x(h)o? = o2

for h > 0. Here g3(9) defined by (3.30). Note that g3(d) > 0,if 0 < § <
1 —/18/3.
The next step is to estimate 7(h) and A(h) defined, respectively, by (3.47)
and (3.48). Recalling (3.57) and observing that A= 0h/M,o0 < M/2, h <

93(9), (3.58)
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§/M < Alet us to assert,

1 ,- 1

7(h) < ° 502A292(61) i 50%292(61) < Me + oM (3.59)

- A—h T01—0 46 —0)

and 525 5

< L ¢ .
A(h)_exp{4(5l_5)+51_5}A, (3.60)
where ¢ > 0 and A > 0 are defined by (3.46) and (D). Finally, employing
(3.55)—(3.60), gives estimates (3.26)—(3.28). O

3.3. Conclusions of Chapter 3

1. The suitable bound (3.3) and general Lemma 1.3 lead to proof asymp-
totic expansion that take into consideration large deviations in the Cra-
mér zone for the density function of the standardized compound Pois-
son process (see Theorem 3.1). Additionally, S. V. Statulevi¢ius’ known
estimates for characteristic functions lead to estimate the reminder
term (3.19) of aforementioned asymptotic expansion (3.21).

2. The result on asymptotic expansion that take into consideration large
deviations in the Cramér zone for the density function of the standard-
ized compound Poisson process extends asymptotic expansions for the
density function of the sums of non-random number of summands con-
sidered in the works by Saulis (1991), Deltuviené and Saulis (2001,
2003b).



General conclusions

. Having explored instances of large deviations for a distribution of the
standardized sum of a random number of summands of i. i. d. weighted
random variables, it was noted that in the thesis obtained theorems of
large deviations in both the Cramér and the power Linnik zones and
exponential inequalities can be regarded as extension of the theorems
of large deviations and exponential inequalities for the sums of non-
random number of summands.

. In the thesis, obtained theorems of large deviations in the Cramér zone
and exponential inequalities for weighted random sum can be regarded
as generalization of the works (Statulevicius 1967; Saulis 1978; Saulis
and Deltuviené 2007). It should be emphasized, as distinct from the
aforementioned works, in the thesis, the instance where characteristic
function of the separate summand of the sum of a r. n. s. is not analytic
in a vicinity of zero is also considered.

. The results of the thesis lead us to large deviation theorems for the
standardized compound and mixed Poisson processes that are largely
used in insurance and finance mathematics.

. The result on asymptotic expansion that take into consideration large
deviations in the Cramér zone for the density function of the standard-
ized compound Poisson process extends asymptotic expansions for the
density function of the sums of non-random number of summands.
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