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Abstract
Let Y be a spectrally positive Lévy process with EY; < 0, C' an independent
subordinator with finite expectation, and X = Y + C. A curious distributional
equality proved in [3] states that if EX; < 0, then supg<,.., Yz and the supremum
of X just before the first time its new supremum is reached by a jump of C' have
the same distribution. In this paper we give an alternative proof of an extension of
this result and offer an explanation why it is true.
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1 Introduction

Let Y = (Y3)i>0 be a one-dimensional spectrally positive Lévy process such that Y; is
integrable and IEY; < 0. By the law of large numbers, cf. [6, Theorem 36.5], lim; ., ¥; =
—0o0 a.s., and consequently Y o, 1= sup,s, Y; < co. Assume further that C' = (C;);>0 is a
subordinator without drift independent of Y with jumps denoted by AC, = C, —C,_. By
setting X, := Y; + C} we see that X = (X;):>0 is again a spectrally positive Lévy process.
Its supremum process is defined by X, := SUPg<s<y Xs- Lt

o:=inf{t >0: AC; > X;_ — X;_} (1.1)

be the first time the supremum of X is reached by a jump of the subordinator C'. As
a consequence of spectral positivity of Y it holds that ¢ > 0 a.s. (cf. [3, Theorem 4.1]
and [7, Theorem 2.1]). Assume further that C) has finite expectation satisfying EX; =
EY; + EC; < 0. Then the following distributional equality was proved in [3, Corollary
4.10]:

sup Y, L sup X;. (1.2)

0<t<o0 0<t<o

Note that the right-hand side is the supremum of the process X =Y + C just before the
first time the new supremum of X is reached by a jump of the subordinator C. As such,
one might expect that its distribution depends on the subordinator C. A curious fact
about (1.2) is that the right-hand side is independent of C' (as long as EY; + EC; < 0).
The proof given in [3] does not reveal why this is so — the equality (1.2) was obtained by
deriving the Pollaczek-Khintchine formula for the overall supremum supg<,. ., X; in two
different ways and by equating factors in the Laplace transforms. The goal of this paper
is to give an alternative proof of (a slight extension) of (1.2) which hopefully sheds more
light on why this equality holds true and what are the limitations of further extensions
of the formula. More precisely, we will prove the following result.



Theorem 1.1. Let Y = (Yi)i>0 be a spectrally positive Lévy process such that Yy is
integrable and EY; < 0, let C' = (Cy)i>0 be a subordinator without a drift independent of
Y such that Cy is integrable and EY, +EC, < 0. If X =Y +C and o is defined by (1.1),
then the distributional equality (1.2) holds true.

Note that we extend [3, Corollary 4.10] to the case when EX; = 0. On the other
hand, we also show that when EX; > 0 (1.2) is no longer valid.

The proof of Theorem 1.1 is split into two parts. The first part deals with the case
when both Y and C' are compound Poisson processes. Then Y can be written as Y; =
—ct+Z; where Z = (Z;)i>0 is a subordinator with finite Lévy measure such that EZ; < c.
Similarly, X; = —ct+ Z; 4+ C}. Then supy<,.., Y; can be written as a sum of geometrically
many overshoots leading to a new supremum. One minus the parameter of this geometric
distribution is the probability that ¥ goes above level zero, while the distribution of each
overshoot is equal to the distribution of the overshoot of level zero (conditional on the fact
that level zero is reached). On the other hand, supy<,., X: is also a sum of geometrically
many overshoots leading to a new supremum reached by a jump of Z. One minus the
parameter of the geometric distribution is equal to the probability that X goes over zero
by a jump of Z, while each of the overshoots has the same distribution as the distribution
of the overshoot of level zero (conditional on the fact that level zero is reached by a jump
of Z). An explanation that the corresponding quantities in these two situations are equal
relies on Takdcs’ formula [8, p.37] and a fluctuation identity for spectrally one-sided Lévy
processes [1, Corollary VII 3|. In this part we use and extend the arguments from [4,
Section 2]. We further show that if EX; > 0, then supy,.., Y; and supy,., X; have
different distributions. This part of the proof is explained in Section 2 of the paper.

In Section 3 we give two approximation results. The first one roughly says that if a
Lévy process Y is a distributional limit of a sequence (Y (™), 5, of Lévy processes, C' is
a subordinator with finite Lévy measure, and if (1.2) holds for approximating processes,
then it also holds for the limiting process, see Proposition 3.3. The second result is of a
similar nature, only the subordinator C' with infinite Lévy measure is approximated by a
sequence of subordinators of finite Lévy measures, see Proposition 3.5. Both results rely
on certain approximations of functions in Skorohod’s space D, see Lemmas 3.1 and 3.4.
Proofs of the lemmas are quite technical and the reader may want to continue with the
general case before delving into proofs.

In Section 4 we check that conditions required in approximation results are valid and
give the proof of Theorem 1.1 for the general case. We finish the paper with a discussion
on how essential is the assumption on spectral positivity of Y for validity of Theorem 1.1
and show that the theorem fails in case Y does not creep downwards (i.e. it continuously
crosses every level from above with probability zero, cf. [1, p.174] for details).

2 The case of compound Poisson process

Let Z = (Z;)1>0 be a subordinator with no drift, finite Lévy measure v and the Laplace
exponent ¢, given by

¢Z(>\) = /(0 )(1 —G_MC) Vz(d$).

Assume further that py := EZ; = fooo vz(x,00)dr < co. Let C' = (Cy)i>o be another
subordinator, independent of Z, with no drift, finite Lévy measure vo and the Laplace
exponent ¢c. Assume also that ue = EC) < co. Let (F;)i>o be the natural filtration
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generated by subordinators Z and C', augmented in the usual way. By independence, Z
and C' do not jump at the same time. We will tacitly use this fact throughout the paper.

Let ¢ > 0. The process X = (X;)i>o defined by X; := —ct + Z; + C} is a spectrally
positive Lévy process such that X is integrable and EX; = —c+ pz + puco. Note that Z
and C' have symmetric roles in X. The process —X is a spectrally negative Lévy process
with the Laplace exponent ¢ = ¢ x defined by

E[MX] = x| )50,

and ¥y : [0,00) = (—00,00) is strictly convex (cf. [1, p.188]). Let ®x(0) be the largest
solution of the equation ©x(\) = 0. Then ¢x : [®x(0),00) — [0,00) is a bijection, and
its inverse is denoted by ®x. Note that ®x(0) = 0 if and only if EX; < 0. For y <0 let

TX:=if{t>0: X; <y}=inf{t >0: X; =y},

where the equality follows from the fact that X is spectrally positive. We deduce from
[1, Theorem VII 1] that (T,%),<o is a (possibly killed) subordinator with the Laplace
exponent ®x. In particular,

IP(TyX <o0) =Xy <0, (2.1)

Let 755 := inf{t > 0 : X; > 0} be the first passage time of X above the level zero.
Note that at 7;% the process X makes a jump over zero, and that either Z or C' can make
this jump. In the next proposition we compute the probability that the jump was made
by Z and the distribution of the overshoot. The same result was proved in [4, Theorem
2.2 (a)] in case when EX; < 0. A related result is given in [1, Theorem VII 17 (ii)].

Proposition 2.1. Let Xo=0. Fory <0 and x > 0,

1
IP(T(f( <00, Xox_ €dy, Xox € du, AX x = AZT(f() = — "Xy (—y +da)dy. (2.2)
c

Consequently,

IP(T(f( <00, Xox €dr, AX x = AZT5<)

1 oo
= - (Vz(x,oo) - @X(O)e‘p"(o)x/ e~ Px Oy (4, 00) du> dx (2.3)
c x
and | e
P(r5 < 00, AX x = AZT({() = —/ e~ PxOuy) (4, 00) du . (2.4)
¢ Jo

Proof. The proof relies on the following two results: The first one is (a version of) the
remarkable formula due to Takéacs, see [8, p.37] which states that

p (sup x>0 x) =1 (_i) . (25)

0<s<t ct

The second result is the another remarkable identity valid for one-sided Lévy process, see
[1, Corollary VII 3], which in our case says that

tP(T;¥ € dt)dy = (—y)P(X, € dy) dt as measures on [0,00) x (=00, 0]. (2.6)
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Recall that X, = SUPg<s<; Xs- By use of the compensation formula applied to the two-
dimensional Poisson point process (AZ;, AC});>o with the characteristic measure concen-
trated on positive coordinate axes, we see that

P (15 < 00, X, x_ € dy, X,x € dv,AX x = AZ x)

- E( Z l(XtEdy,Xt<O)]]-(AZt€—y+d$)>

0<t<oo
= E (/ dt ]l(Xt_edy,Yt_go)VZ(_y + dx))
0

= / dtP(X; € dy, X; < 0)vz(—y +dx).
0

The compensation formula was used in the second equality, while the last equality follows
from the fact that X;_ = X; for a.e. t. By using first (2.5), then (2.6) and finally (2.1)
we see that the last line is equal to

00 . 1 9)
/ dtP(X; € dy)c—fyz(—y +dx) = E/ IP(TyX € dt)dyvz(—y + dx)
0 0
1 1
= —]P(TyX < 00)vg(—y +dx)dy = = e®X Oy, (—y + dzx) dy .
¢ c

This proves (2.2). By integrating over y we obtain (2.3). Indeed, define the measure p
on (0,00) by

p(A) = %/_(; POy, (—y 4+ A)dy = %/000 e~ PxOuy (y+ A)du, AcC(0,00).
When A = (z,00), x > 0, we get
p(xr,00) = %/000 e~ PxX Oy (y 4+ 2, 00) du
= % e2x(0)z /OO e~ PxOuy ) (4, 00) du .
It follows that the measure p has a density p(z) = — <L p(x, 00). By differentiating we get

that

o) = 2vs(r,00) ~ Bx(0)p(, 00)

which proves (2.3). Finally,

IP(T(f( <00, AX x = AZTg() = p(0,00) = %/000 e~ X0y (4, 00) du,
proving (2.4). O
By applying Proposition 2.1 to the process Y; := —ct + Z; the following identities
follow:
P(ry < 00, Yy_€dy, Yy € dz) = %e‘PY(O)yVZ(—y + dz) dy (2.7)
P(ry < 00, Yy € dr) = % <VZ(:U, 00) — Oy (0)e? (O /:o e~ (Ouy, (4, 00) du) dx
(2.8)
P(ry <o0) = %/OOO e~ Oy, (y 00) dy. (2.9)



Corollary 2.2. Suppose that py + pe < c. Then

1
P(r5 < 00, Xox € do, AX x = AZTég) =P(r) < 00, Yy € dz) = —vz(z,00) d
c
(2.10)
P(r5 < 00, AX x = AZTgc) =P(r) <o0) =—=. (2.11)

and consequently

vz(z,00) dx

P(X,x €de|ry <o00,AX x =AZ.x) =P(Yy €dz|7) <o0)=
0 0 0 0 ,UZ

(2.12)

Proof. The assumption implies that EX; < 0, hence ®x(0) = ®y(0) = 0. Now the first
equality follows from (2.3) and (2.8), the second one is the consequence of (2.4), (2.9) and
the fact that pz = [ vz(2, 00) de, while the third is immediate from the first two. O

We are now ready to prove Theorem 1.1 in the compound Poisson case. As above,
Yi=—ct+ Z;, Xy = —ct + Z; + C, where pyz + pue < c¢. Since EY; < 0, sup,~, Y < o0
a.s. This supremum can be written as the geometric sum of overshoots leading to a
new supremum. The distribution of the overshoots and the parameter of the geometric
random variable (i.e. the probability of reaching the new supremum) are given by (2.8)
and (2.9). On the other hand, sup,.,., X; is also a geometric sum of those overshoots
leading to the new supremum of X obtained by jumps of Z. The distribution of such
overshoots and the parameter of the geometric random variable are by (2.11) and (2.12)
equal as before. This shows that sup,.,Y: and supy<,., X; have the same distribution.
We now make these arguments more precise. -

Proof of Theorem 1.1 — compound Poisson process case. Let 70 = 0, 7)) = inf{t > 0 :
Y; > Y, } and for n > 2 define 7™ =inf{t > 7"V : ¥; > Y, } on {r"V < xc}. Note
that 71 = 7. On {7 < oo} define I, := Y.(m) — Y .u-1), and let N := max{n : 7™ <
o0}. Then

N
Ve =sup¥; =Y 1, (2.13)
=1

t>0

(with the convention that 22:1 = 0). By the strong Markov property N has geometric
distribution with parameter P(r®") = co) = 1 — £ and for all n > 1, conditionally on
7" < 0o, I, has the distribution Hizuz(x, o0) dx, see (2.12).

On the other hand, let ¢(© = 0, and let

=W i=inf{t>0: X, >X,., AX, =AZ}=inf{t >0: AZ, > X,_ — X,_}

be the first time the new supremum of X is reached by the jump of Z. Inductively, for
n > 2 we define ¢ = inf{t > <"V : X, > X, | AX; = AZ} on {<"Y < oo},
We are interested in times <™ only if they occur before o. Hence we define ¢ :=
5”)1(an><a) + oo]l(g(nbo_), n > 1. Let further J, := X @) — yg(nfl) on {g(”) < o0}, and
M :=max{n : ¢ < oc}. Then

M
sup X; = Z Iy . (2.14)
n=1

0<t<o



Again, by the strong Markov property at stopping times <™, M has geometric distribu-
tion with parameter P(¢®) = 00) = 1 - P(7 < oo, AX x = AZ x) =1—E2 see (2.11).
Further, by (2.12), for all n > 1, conditionally on ¢ < oo, J, has the distribution
MLZVZ(:U, o0) dx. This finishes the proof. O

Proposition 2.3. Assume that pz < ¢ < pz + pc. Then supysoY; and supg<,., Xy have
different distributions.

For the proof we need the following simple result.

Lemma 2.4. Let (§,),>1 be an i.i.d. sequence of strictly positive random variables, S,, =
&+ -+ &, and let N be an independent geometric random variable with parameter
1—p € (0,1). Similarly, let (N,)n>1 be an i.i.d. sequence of strictly positive random
variables, T,, = n1 + -+ 4+ nn, and let M be an independent geometric random variable

with parameter 1 — o € (0,1). If Sy 2 Ty , then p= 0 and & 2 ne

Proof. Let f(A\) = E [e*] and g(\) = E [e~*"]. Then the Laplace transforms of Sy
and T}, are given by

_ 1—-p _ 1—o
E[e V] = ——— | Ele MV = ——— |
e T YA Rk w5y
By the assumption, these two Laplace transforms are equal. By letting A — oo and using
that limy o f(A) = limy o g(A) = 0, we first get that o = p, and then g = f. O

Proof of Proposition 2.3. We use the notation from the proof of Theorem 1.1 given
above. The representations (2.13) and (2.14) are still valid. On the other hand, by the
assumption we have that ®y(0) = 0 while ®x(0) > 0. Therefore,

P(s =00) = 1-P(ry <00, AX,x =AZ,x)

1 x

= 1- —/ e POy (y, 00) dy
C Jo
1 o0

> 1- —/ vz(y,o0) dy
CJo

= 12 _pr = )
c

The claim now follows from Lemma 2.4. O

Remark 2.5. (a) Assume that pc = EC] = 0o so that puz < ¢ < puz + pe. It is easy to
see that Proposition 2.1 is still valid, hence we conclude that Proposition 2.3 also holds.
(b) Assume that uz > c¢. Then Y drifts to 400, hence P(7y < oo) = 1. We check
that (2.9) also gives this result. Indeed, since ®y(0) > 0 solves the equation 1y (\) =
cA — ¢z(N\) = 0, we have that ¢®y (0) = ¢(Py(0)). By use of

b2(N) = /( (1= ) vgfde) = ) / T M (i, c0) dr

we see that .

c= By (0) oz(Py(0)) = /000 e~ 02y (1, 00) da .




3 Two approximation results

Let D = D([0,00),R) denote the space of all functions x : [0,00) — R that are right-
continuous and have left limits. Endowed with the Skorohod J;-topology D becomes a
Polish space (cf. [5, Chapter VI]). Let Z(t) := supg<,<; #(s).

Lemma 3.1. Assume that (yn)n>1 C D, y € D and y,, — y in D. Let ¢ € D be of the

form
c(t) = ZAC(3k>]l(sk§t) (3.1)
k>1
where 0 < 81 < 89 < ..., limg s = 00, and Ac(sg) > 0 for all k > 1. Let v := y + c,
Ty = Yo+, n>1, and assume that
Ay(sk) = Ayp(sg) =0 foralln>1and k> 1, (3.2)
and
Ac(sy) #T(sp—) —x(sp—) forallk>1. (3.3)
Define
o = inf{t >0: Ac(t) >z(t—) — z(t—)} (3.4)
o, = Inf{t >0: Ac(t) > T,(t—) — z,(t—)} . (3.5)

Then o = lim,, o 0, and T(o—) = lim, o0 Tp(0,—).

Remark 3.2. Note that the function c is a typical realization of the subordinator C' with
finite Lévy measure. Assumption (3.2) says that y and y,, do not jump at times when ¢
has a jump. Finally, assumption (3.3) says that no jump of ¢ will hit the exact level of
the current maximum of the function z.

Proof of Lemma 3.1. We first note that y,(t) — y(f) at every continuity point of y.
Further, by [5, Proposition VI 2.2, Proposition VI 2.1(a)] and the assumption (3.2) we
have z,, — x in D.

Since x, =y, and x = y on [0, 1), and since y and y,, are continuous at sy, it follows
that

T(s1—) =Y(s1—) z(s1—) = y(s1—) = y(s1),
fn(sl_) = yn(sl_) -rn(sl_) = yn<31_ = yn(sl) :
Further, y(s1) = lim,, o0 y»(s1) implies that

z(s1—) = nh_)rrolo Tp(s1—). (3.6)

By continuity of y at s; it follows from [5, Proposition VI 2.4] that 7(s1) = lim, 0 F,,(51)-
Again by continuity of y at s; we see that g(s;) = y(s;—) and similarly for 7,. We
conclude that

T(s1=) = lim Tp(s1-). (3.7)
Now (3.6) and (3.7) give together that
T(s1—) —x(s1—) = nhjEO (Tn(s1—) — a(s1-)) - (3.8)
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Suppose that o = s1, i.e. Ac(s1) > T(s1—) — z(s;—). It follows from (3.8) that
there exists n} € IN such that for all n > n/ it holds that Ac(s1) > T, (s1—) — xn(s1—).
Therefore, o, = s; for all n > n), and 7, (0,,—) = T,(s1—). In particular, it holds that
limy, 00 0, = 81 = 0, and lim,, o0 Tp (0, —) = limy, o0 Tp(s1—) = T(s1—) = T(0—).

Suppose now that Ac(s;) < T(s;—) — x(s1—) which is by (3.3) same as o # s;. Then
there exists ny € IN such that for all n > n; it holds that Ac(s1) < Tp(s1—) — zn(s1—),
ie. o, # s1.

So far we have shown that if ¢ = s1, the claim of the lemma is true. If o # s;, we
consider the interval [0, s5]. Set y@ =y, 4 =y, and ¢ = ¢. Define y@, 42 and @
in the following way:

y? () = y(t) + Acsy),
yP(t) = yV() + Aclsi),
) = et - ) = Y Aels)

Jj=2

[y

(the jump Ac(s;) is moved from ¢ to y and ¥,,). Then y®, yﬁf) e D, lim, yg) =y® in

D, ¢? has the same form as ¢! (piecewise constant with positive jumpsin s, < s3 < ...),
and it holds that
r=y?+c® and z,=9y? 4.

The functions y® and y,(f) satisfy the assumption (3.2) for all & > 2: Ay®(s;) =
Ayg)(sk) =0,n > 1, k > 2. The assumption (3.3) is also valid if ¢ = ¢V is replaced by
c? . In the same way as in the first part of the proof we conclude that

Z(sy—) = nli_g)lofn(sg—) : (3.9)
ZT(s9—) — x(s9—) = nhg)lo (Tn(s2—) — zn(s2—)) - (3.10)

Suppose that o = sy, i.e. Ac(sy) = Ac?(s9) > T(sy—) — 2(s9—). It follows from (3.10)
that there exists nj, € IN such that for all n > n it holds Ac(s2) > Tp(s2—) — xn(s2—).
Since o # s;, we have that o, # s; for n > ny, hence for n > n; V n} it holds that
0n = So. This immediately implies lim,, o 0,, = s = 0. From (3.9) we conclude that
limy, 00 T (0 —) = liMy, 00 Tp($2—) = T(s2—) = T(0—).

If Ac(sg) = Act®(sy) < T(sy—) — f(s2—), then there exists ny € IN such that for all
n > ngy it holds that Ac(s2) < T (s2—) — zn(s2—), i.e. 0, # So.

The proof continuous by induction. O

IfY, Y™, n > 1, are Lévy processes, we will write Y (™ = Y for the weak convergence
of induced probability measures on D. We use the analogous notation for the weak
convergence of random variables.

Proposition 3.3. Assume that Y is a Lévy process with infinite Lévy measure and
(Y™)),51 a sequence of Lévy processes such that Y™ = Y. Let C be an independent
subordinator with finite Lévy measure. Define X ==Y +C, X" =Y 4 C, n> 1, and
let

o™ = inf{t >0: AC, > 7@ — Xt(f)}.
If
sup Y, = sup Y, (3.11)
0<t<oo 0<t<o0o



and
sup /"L sup XM foralln > 1, (3.12)
0<t<o0o 0<t<o(®)

then also

sup Y; 2 sup X;.

0<t<o0 0<t<o
Proof. Since D is separable, it follows from Skorohod’s representation theorem, see [2,
Theorem 6.7]), that we can assume that processes Y and Y™ n > 1, are all defined on
the same probability space (2, F,P) and that Y™ (w) — Y(w) in D for every w € .
We note that here Y™ (w) and Y (w) are regarded as functions in D. Without loss of
generality we may assume that C' is defined on the same probability space (€2, F,P) and
is independent of Y and (Y ™), ;. Clearly, for a.e. w € , the function C(w) is of the
form (3.1). Since C' is independent of Y and Y™ n > 1, the assumption (3.2) holds
P-almost surely. Further, since X has infinite Lévy measure, the assumption (3.3) holds
P-a.s. by [1, Proposition VI 4]. We deduce from Lemma 3.1 that

sup XM > sup X; as.

0<t<o(m) 0<t<o

The claim now follows from assumptions (3.11) and (3.12). O

Lemma 3.4. Let y € D and let ¢ € D be a non-decreasing function without continuous
part such that

Ay(s)Ac(s) =0 forall s> 0. (3.13)
Forn >1 define
Z AC Ac(s ) .
0<s<t

Letx :=y+c, v, :=y+c,, n>1, and assume that

Ac(t) #T(t—) —xz(t—) forallt > 0. (3.14)

Define
o = inf{t >0: Ac(t) >T(t—) — z(t—)}, (3.15)
on = inf{t>0: Ac,(t) > Tp(t—) — zp(t—)}. (3.16)

Then o = lim,,_,o 0, and T(o—) = lim,, o0 Tp(0,,—) where T(0—) := 0.

Proof. First note that c(t) = Y _,, Ac(s). Further, ¢, € D, the sequence (cy)n>1 is
non-decreasing and converges to ¢ uniformly on every finite interval [0, ¢].

Case 1: 0 > 0. Suppose that o < oo and define n := Ac(o) — (T(c—) — z(o—)) > 0.
Let 0 < € < n be arbitrary. In particular, Ac(c) > n > e. Choose ny € IN such that
1/ng < € and for all n > ng it holds

€
c(o) —cp(o ZAC (Aets)<t) < 7

0<s<o

Note that for n > ng, the function ¢, has a jump at o: Ac,(0) = Ac(o). Further, on
[0, 0] we have

€ €
r—-=y+c—-=-<y+c,=z, < x.
1Y 4~



If s € [0,0) is such that x(s) > T(0—) — €/4, then z,(s) > x(s) —€/4 > T(o—) — €/2,
which implies
<Tplo—) <T(o—). (3.17)

It also holds that

From the last two displays we see that for n > ng

zwuq-ﬁma—)—§«<TAU—)—$40—)<z@pq-<mg—)+§.

In particular, for all n > nyg

Acy(0) = (Tn(o—) —zn(0—)) = Ac(o) — (Tp(o—) — z,(0—))

> —.

This means that a new supremum of x,, is reached by a jump of ¢, at time . Therefore,
o, < 0.

To prove the opposite inequality, suppose that 0 < ¢ < 0. Together with the assump-
tion (3.14) this implies that Ac(t) — (Z(t—) — z(t—)) < 0. Set € = —(Ac(t) — (z(t—) —
x(t—))) The same argument as above implies that for all n large enough it holds

A%@y—@ﬁbﬁ—xdﬁﬁ)<—§.

This means that o, > t. We conclude that ,, > ¢. Note that this argument is valid also
in the case when o0 = oco. Together with the first part of the proof this implies o, = o
for all sufficiently large n. In particular, o = lim,,_ o 0.

Suppose that ¢ < oo. Since € is arbitrary, it follows from (3.17) that Z(o—) =
limy, 00 T (0, —). If 0 = 00, then Z(co) = lim,,_,o Ty, (00).

Case 2: 0 = 0. We claim that limsup,_,. o0, = 0. Suppose not, and let § :=
limsup,,_,., 0n, > 0. Since o = 0, there exists ¢t € (0,6/2) such that n := Ac(t) — (T(t—) —
x(t—)) > 0. Let 0 < € < n be arbitrary. Now we follow the first part of the proof of Case

1 replacing o by t to conclude that there exists ng € IN such that for all n > ny
€

Acy(t) = (Zn(t—) — z,(t—)) > 3

It follows that o, <t < 6/2 for all n > ng which is a contradiction with limsup,,_,., 0, =

d. Since T, (0,—) < T(0,—), see (3.17), we conclude that

limsup Z,,(0,—) < limsupZ(o,—) =0.
n—00 n—00

]

Let C' = (Cy)i>o be a subordinator (without drift) with infinite Lévy measure. For
n > 1 define the process C™ = (C™),= by

o= AC(8)L (a1 - (3.18)

0<s<t

Clearly, C™ is a subordinator (without drift) with the finite Lévy measure v, := V(1 o0)*

n’
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Proposition 3.5. Assume that Y is a Lévy process and C' an independent subordinator
with infinite Lévy measure. Define X =Y +C, X" =Y +C"™, n> 1, and let

o™ = inf{t >0: AC™ > X" _ x(

If
sup V; & sup xm foralln > 1, (3.19)
0<t<oo 0<t<o(m)
then also
sup ¥, < sup X,

0<t<o0 0<t<o

where SUPy<;c, Xt 1= 0 in case o = 0.

Proof. In the same way as in the proof of Proposition 3.3 we see that the assumptions
(3.13) and (3.14) hold for a.e. w € Q. It follows from Lemma 3.4 that

sup X = sup X, as.

0<t<o(m) 0<t<o
Together with the assumption (3.19) this proves the claim. [

Remark 3.6. Note that if Y and C' in Proposition 3.5 are such that ¢ = 0 a.s. and
Sup;q Y; is not identically zero, then (3.19) cannot hold. We will come to this again at
the end of Section 4.

4 The general case

Let Y = (Y3)i>0 be a spectrally positive Lévy process such that v := EY; < 0. The
characteristic exponent of Y will be denoted by Uy, that is E[exp{izY;}] = exp{t¥y(2)}.

Then .
Uy (z) = —§a22 +ivz + / (e — 1 —izx) v(dz),
(0,00)

where a > 0 is the diffusion coefficient. With the centering function ¢(x) = 1, the Lévy
triplet of Y is equal to (a,~,v), cf. [6, pp.38,39 and p.163]. Throughout this section we
assume that the Lévy measure v of Y is infinite.

We start by recording the well-known fact that such a process can be approximated
by a sequence of spectrally positive Lévy processes (Y (™),>o with finite Lévy measures.
This approximation is in the sense of weak convergence of one-dimensional distributions
as well as weak convergence in the Skorohod space D.

Lemma 4.1. Let Y = (Y;)i>0 be a spectrally positive Lévy process such that v := EY; < 0.
There exists a sequence (Y ™),>1 of spectrally positive Lévy processes with finite Lévy

measures such that ]EYl(n) =, Yl(n) =Y, and Y™ =Y in D.

Proof. Let (a,~,v) be the Lévy triplet of Y (with the centering function ¢(z) = 1). Let
(Zn)n>1 be a sequence in (0,1) such that lim, . 2, = 0. For n > 1 we let Y™ be the
Lévy process with the triplet (0,7, 7,) (again with the centering function ¢(x) = 1) where

a
2
L

Vy = VI(%OO) + 51

n *
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Clearly, v, is a finite measure concentrated on (0, co) and ]EYI(") = 7. It is straightforward
to check that the characteristic exponent Wy () converges pointwise to Wy-. This is clearly

equivalent to the weak convergence Yl(n) = Y;. Finally, the weak convergence of processes
Y™ =Y follows from [5, Corollary VII 3.6]. O

The approximating process Y (™ can be written in the form Yt(”) = —c(”)t+Zt(") where
™ > 0, Z™ is a subordinator with finite Lévy measure and no drift, and —c™ —|—]EZ§") =

v < 0.

Proposition 4.2. Let Y and (Y ™), be as in Lemma 4.1. Then

sup Y, = sup Y.
0<t<o0 0<t<oo

Proof. Let 1 denote the Laplace exponent of the spectrally negative dual process Y =-Y
in the sense of [1, p.188]. Then ¢(\) = Uy (i), A > 0. It is a straightforward consequence
of [1, VII (3), p.192] that

. S A
E [eXp{)\ogl?jooY;}} = —VW, A>0,

(cf. also [3, (3.1)]). In terms of the process Y this reads as

A
E -\ Y. = —y— A>0.
e {r ¥ }| =gty A

The same relation holds for the approximating processes:

A
E |exp< —)\ su Y(n)H:— — . A>0.
|: p{ 0§t<poo ¢ ,Y\Ify(n)(l)\)

Since Wy — Wy pointwise, we see that the Laplace transforms of supg<;_, Y;(") con-
verge to the Laplace transform of supy<,, Y;. This proves the claim. ]

Proof of Theorem 1.1 — general case. Let Y be a spectrally positive Lévy process with
infinite Lévy measure satisfying EY; < 0.

We first consider an independent subordinator C' (without drift) with finite Lévy
measure, and set X := Y + C. By Lemma 4.1 there exists a sequence (Y),s; of
spectrally positive Lévy processes with finite Lévy measures such that ]EYl(") = EY,
Yl(n) = Y; and Y™ = Y in D. By Proposition 4.2 we have SUP(<t<oo Y;(n) = SUDPp<icoo Vi-
Let X := Y™ 4+ C. Then (3.12) is true by the proof of Theorem 1.1 for the compound

Poisson case given in Section 2. Now it follows from Proposition 3.3 that supg<;.., Y; <

SUPg<t<o Xt-

In the second step we take an independent subordinator C' (without drift) with infinite
Lévy measure and set X := Y 4+ C. For each n > 1 define the subordinator C™ by
(3.18) and let X™ := Y + C™. Then by what has been just proved we have that

SUP(<scoo Vi < SUPg<tcq X™. We finish the proof by invoking Proposition 3.5. O

At the end of the paper we discuss briefly how essential is the assumption on spectral
positivity of Y for validity of Theorem 1.1. Suppose that Y is a general Lévy process, not

12



necessarily spectrally positive, which is not a sum of negative subordinator and negative
drift, and such that EY; < 0. Then sup,~,Y; is finite a.s. and not identically zero. Let
C be an independent subordinator without drift, define X = Y + C, and assume that
oc=inf{t >0: AC, > X,_ — X,_} = 0. Then clearly supy,, X; = 0 and hence cannot
be equal in distribution to sup,s,Y;. Moreover, if C™ is a sequence of subordinators

defined as in (3.18), X =Y 4+ C™ and 0™ = inf{t > 0 : AC™ > 7,@ - Xt(f)}, then
o™ > 0 and according to Remark 3.6, it cannot hold that

sup YV £ sup xm foralln > 1.

0<t<o0 0<t<o(®

This means that there exists a subordinator C' with finite Lévy measure, independent of
Y such that if X =Y +C and & = inf{t > 0: AC, > X,_ — X,_ > 0}, then sup,-, Y,
and supg<,5 X, have different distributions. Hence Theorem 1.1 cannot hold for Y even
in case of subordinators with finite Lévy measure.

The necessary and sufficient condition for o = 0 was given in [7, Theorem 2.1]. Let
Y be a Lévy process of unbounded variation, let C' be an independent subordinator with
the Lévy measure v, and let X =Y + C. Denote by V(x) the renewal function of the
descending ladder height process of Y (i.e. the ascending ladder height of the dual process
=Y), cf. [1, I 1 and VI 1]. Then o > 0 a.s. if and only if

/0 V() v(dz) < 0o (41)

In case Y is spectrally positive, it holds that V(z) = z, hence (4.1) is automatically
satisfied because of integrability property of v. More generally, Y creeps downwards
(i.e. with positive probability crosses every level from above continuously), if and only if
there exists a constant ¢ > 0 such that V(x) < cx for all > 0, see [1, Theorem VI 19,
pp. 174-175].

Assume that Y is of unbounded variation such that it is not true that V(z) < cx for
x € |0, 1] for any constant ¢ > 0. Then it follows that lim, o V(z)/z = +o0. Let

Then S is non-increasing and lim, o S(z) = +o00. Denote by f(dz) the measure on
(0,1) corresponding to the function 8 and define

p(dx)
px)*

v(dx) =

By a change of variable it is easy to see that

[ = [ o [ = 120

Finally, let v(dz) := v(dz)/x. Then

/0 V(@) vlde) > /0 B(a)P(dn) =0 and /0 e v(de) = /0 ' Sdr) < oo,

13



Hence v is a Lévy measure such that (4.1) is not satisfied. If C' is a subordinator indepen-
dent of Y with Lévy measure v, then 0 = 0 a.s. We conclude that Theorem 1.1 cannot
hold for the Lévy process Y.

To summarize, if Y is of unbounded variation, EY; < 0, and Y does not creep down-
wards, then there exists a subordinator C' with finite Lévy measure such that sup,., Y;
and supg<,., X; have different distributions. -
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