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Abstract

We derive a Molchan—Golosov-type integral transform which changes fractional Brownian motion of
arbitrary Hurst index K into fractional Brownian motion of index H. Integration is carried out over [0, 7],
t > 0. The formula is derived in the time domain. Based on this transform, we construct a prelimit which
converges in L2(P)-sense to an analogous, already known Mandelbrot—Van Ness-type integral transform,
where integration is over (—oo, t], ¢ > 0.
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MSC: 60G15; 60G18; 26A33; 60HO5

Keywords: Fractional Brownian motion; Integral transform; Fractional calculus; Stochastic integration

1. Introduction

The fractional Brownian motion with Hurst index H € (0, 1), or H-fBm, is the continuous,
centered Gaussian process (BtH )rer With Bé‘l =0, a.s., and

1
Covp(BH, By = §(|s|2H + 1t =t — 5Py, st eR.

For H = %, fractional Brownian motion is standard Brownian motion (sBm) and denoted by W.

One of the most important properties of fBm is the stationarity of its increments. For H > %,
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increments are positively correlated and form a long-range dependent sequence, whereas for
H < %, increments are negatively correlated and this sequence exhibits short-range dependence.

Furthermore, fBm is H-self-similar, meaning that (B;{ )teR 4 (a® BtH ):er for every a > 0.
FBm is interesting from a theoretical point of view, since it is fairly simple but neither Markov
nor semimartingale. The latter fact, for example, makes integration with respect to it challenging.
FBm was first mentioned and studied by Kolmogorov in 1940 under the name of Wiener spiral
(see [6]). The modern name fractional Brownian motion was proposed by Mandelbrot and Van
Ness in 1968, when they described fBm by a Wiener integral process of a fractional integral
kernel, namely

a1 / N/ RN A
B = i R((r ). T —(=5), 2 )dW,, as.teR, (1.1)

for some sBm (Wt),ER (see [7]). Here x§ = x¢ - 1(0,00)(x),

[e'e) 1 1
C'(H) = (/ ((1 +s)H7 - SH’%) ds + L>2 = I'(H +3) 1
’ (I'(2H + 1) sin(7 H))2

and I" is the gamma function. In 1969, Molchan and Golosov represented fBm for positive ¢
alternatively by

C(H 1 1 1 s—t
B = _CH) / (t — H—%F (_ ~H H— -, H+ -, s )dWﬁ a.s., (1.2)
rH+5Jo 2 22

for some (different) sBm (W;);¢[0,00), Where F is Gauss’ hypergeometric function and

L _ o\ ?
Oty <2HF(H +hHra H)) 13

I'2—2H)

(see [8]). The kernel in (1.2) is a weighted fractional integral. Expressing it in terms of F is
due to Decreusefond and Ustiinel in 1999 (see [3]). Proofs for the real line transform (1.1) and
the positive line transform (1.2) can also be found in [15], p. 320-325, and [9], respectively.
Nowadays, these moving averages are called time domain representations of fBm. Given B | the
sBms W and W in (1.1) and (1.2) are unique (up to modification). FBm has been studied recently
in connection to applications in finance and telecommunications. The filtrations generated by
(B,H )te[0,00) and (W;)se[0,00) do coincide, whereas this is not the case for the natural filtrations
of (BIH )ser and ( W,) reRr- Therefore, in financial modelling, (1.2) seems a priori more convenient
than (1.1) for representing fBm in terms of sBm. In 2002, Pipiras and Taqqu generalized the real
line transform in the sense that, for any K € (0, 1), there exists a unique K-fBm BX such that,
for all ¢+ € R, there holds

C'(K)I'(H + 1) _
B = 2 / —s)H-K A=K)dBK, as. (1.4
K+ Hemri -k +1) Jr ((t De T ) s (0

(see [11], Theorem 1.1). The integral in (1.4) is a fractional Wiener integral.
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The first aim of this work is to prove a generalization of (1.2). Namely, we show that, for given
K € (0, 1), there exists a unique (B,K),e[o,oo) such that, for all ¢ € [0, c0), we have a.s. that
Ho_ C(H)C(K)™!
! I'(H—K+1)

t

x/(t—s)HKF(I—K—H,H—K,1+H—K,s;t)dBSK. (1.5)
0

A similar approach as in the proof of (1.4) in [11] is also used here. However, due to the more
complicated kernel, the proof is technically more involved. Indeed, we have to compose not just
simple fractional integrals, but weighted ones. For this purpose, we study the connection between
weighted fractional integrals and some special functions. These results can be generally helpful
when dealing with fBm. Second, we show that the real line transform (1.4) can be obtained
alternatively by constructing an approximating sequence of fBms, which is based on the positive

line transform (1.5).

This article is organized as follows. In Section 2, we explain the special functions involved
in transformation (1.5). Section 3 is dedicated to the fractional calculus connected to fractional
Wiener integration. In Section 4, we review the construction of the fractional Wiener integral
in the time domain. The ingredients to derive formula (1.4) (as in [11]) will be repeated briefly
within Sections 3 and 4. Then in Section 5, we prove (1.5) and show that (1.4) appears as a
consequence.

2. Some special functions

The proof of (1.5) relies heavily on the understanding of some special Euler integrals and their
respective extensions. We review their definitions, clarify how they relate to each other, and state
well-known properties relevant for us.

The gamma function of o > 0 is defined by

I(a) = /Ooexp(—u)uo‘_l du.
0

By partial integration, we obtain I'(« + 1) = « I («). This recursion is used to extend I to all
a € A:=R\ —Np. We have I'(1) = 1. Moreover,

1 . 1
——— = lim =
rg)  «p I')

0, B e —No. 2.1
The beta function of a, B > 0 is defined by
1
B(a, B) == / 1= v)* A ld.
0

For 8 > 1, we have that B(oe, B—1) = “;E Il B(a, B). This recursion and the symmetry relation

B(a, B) = B(B, @) are used to extend B to all o, 8 € A. B can be expressed in terms of I" via
(see [4],p.9)

L) I'(B)

B(a, B) = F(Ol——i-ﬁ)’

a,pe A (2.2)
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The Pochhammer symbol of a € R is defined by
(a)g =1 and @ =a-(a+1)-----(a+k—-1), keN.

We have
I'(a+k)
= —", k . 2.3
(a)k ) at+keA 2.3)
Moreover,
—Dk(=

The Gauss hypergeometric function of parameters a, b, ¢ and variable z € R is defined by the
formal power series

&\ (@) (b)x 2F
F(a,b,c,2) =,F,(a,b,c,z2) = "
(a,b,c,z) =,F(a,b,c,2) kX:(:) Or K

We assume that ¢ € A for this to make sense. If |z] < 1 or [zl = 1 and ¢ — b — a > 0, then the
series converges absolutely. If, furthermore, ¢ > b > Oforz € [—-1, 1) and b > O for z = 1, then
it can be represented by the Euler integral

F(a,b,c,z) = A C /1 VA — 0N — v dw (2.5)
r'®)r'e—>o Jo

(see [4], p- 59). If ¢ > b > 0, then the expression on the right-hand side of (2.5) is well-defined
for all z € (—o0, 1), and is therefore used as an extended definition of F. In order to extend F
for fixed z € (—o0, 1] to more general parameters, we consider Gauss’ relations for neighbor
functions. Neighbors of F(a, b, c, z) are functions of type F(a £ 1,b,c, z), F(a,b£1,c, 7) or
F(a, b, c %1, 7). For any two neighbors F{(z), F>(z) of F(a, b, c, z), one has a linear relation
of type

A(Q)F(a,b,c,z2) + A1(2Q) F1(2) + A2(2) F2(z) =0,

where A, A and A are first-degree polynomials (see [1], p. 558). Based on these relations, we
extend F for z € (—oo, 1) to all a, b, ¢ € R such that ¢ € A, and for z = 1 to all parameters that
satisfy ¢, c—b—a € A. Important properties of F are the symmetry F(a, b, ¢, z) = F(b, a, ¢, z),
the reduction formula

F@©,b,c,z) =F(a,b,c,0) =1 (2.6)

and the linear transformation formula (see [1], p. 559)

Fla,b,c.2) = (1 —2)"F <a,c —b,c, %) L oz<1 2.7

F is smooth in every parameter and in z. We have (see [1], p. 557)

n

d
dT(zC—lF(a, b,c,2)) = (c —m)nz " 'F(a,b,c —n,z), neN. (2.8)
Z
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Moreover, for ¢ € —Ny we have (see [1], p. 556)

F(a,b,c,z2) im F(a,b,x,z)
ey = ¢ I'(x
(Cl)] c(b)l —c 1 ¢ - .

The third hypergeometric funcnon is one of Appell’s four generalizations of F'(a, b, c, z) to two
variables. It is defined by the formal series

0 N () (D) 25 7'
F3(a, a’, b, b/, c, Z, Z/) = Z MZ_Z_
k,1=0 (C)k-H k! 1!

We assume that ¢ € A so that the summands are well-defined. If |z|, |z’| < 1, then the series
converges absolutely; see [2], p. 74. If, additionally, b, ', ¢ — b — b’ > 0, then it has the double
Euler integral representation (see [2], p. 77)

I'(c)
Iro)yr®)'c—b-"0)

1 1—-v
’ N VA
X/ / ub*lvbfl(l_u_v)c b—b 1
0 JO

x (1 —uz)™%1 — vz’)_“/ du dv. (2.10)

F3(a,d’,b,b,c,z,7) =

The right-hand side of (2.10) is well-defined for all z, 7 < 1 and is therefore used as extension
of F3. By substituting w := 1% and using (2.5) we obtain

F ’ / F(C) b —1 a
3(a,a’,b,b,c,z,7) = F(b’)F(c b’) (1—-vz)~
x (1 —v)<™? *IF(a, b,c—b, (1 —v)7)dv. (2.11)

Also, we have the symmetry relations
F3(a,a’,b,b',c,z,7) = F3(d',a,b',b,c,7,2) = F3(a’,b,b ,a,c, 7, 7). (2.12)

By using (2.11) and (2.12), one can derive neighbor relations for F3, where here it is clear what
we mean by neighbors. Using these, one can extend F3 for z, 7' € (—o0, 1) to all parameters
such that ¢ € A. We have the reduction formulas

F3(a,0,b,b',¢,2,7) = F(a, b, c, 2) (2.13)

and (see [2], p. 79-80)
—1
) . (2.14)

S L s—t t—s \Y ) )
Fla,a,b,b,a+a, - = - Fla,b+b,a+a,
S K

F3 is smooth in all arguments. In particular, we have the differentiation formula

d ’
“(a-279<"F(a.d b, b ez, —
dz z—1

:(c_l)zc_z(l_z)_a/F:; (a’a/vb’blvc_11Z’ < l)
7 —
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+d 71— R (a a+1,bb,c, @ < 1) (2.15)

By combining neighbor relations linearly, we obtain the relation
cF3(a,a',b,b,c,z,7) = cF3(a,a’,b,b' +1,¢,2,7)
—Zd' Fa,d +1,b,0' +1,c+1,2,7). (2.16)
Both (2.15) and (2.16) are easily verified by using series expansions.
Remark 2.1. All four Euler integrals I', B, F' and F3 are analytic when considered as functions

of complex arguments. The extensions that we defined above are the restrictions of the unique
analytic extensions to real arguments.

3. Fractional calculus

Next, we review basic Riemann—Liouville fractional calculus and its connection to fBm. A
general source on fractional calculus is [14]. See also [10] for details on fractional calculus in the
context of fBm. We show that the integrand in (1.2) is a power weighted fractional integral of an
indicator. Furthermore, we derive a composition formula for power weighted fractional integrals.
After that, we will briefly repeat the fractional calculus for the real line case.

Definition 3.1. Let @ > 0. The (right-sided) Riemann—Liouville fractional integral operator of
order o over the real line is defined by

l o0
T N6 = T / F)u -V du, s eR.

Let T > 0. The (right-sided) Riemann—Liouville fractional integral operator of order o over
[0, T'] is defined by

T7_Ns) =T flo, 1)), s=0.

Fractional calculus is a generalization of usual calculus: for n € N and f suitably integrable,
there holds (Z” f)(s) = [° o7 ... [7° f(w)dudsy ... ds,—1. Clearly, IL f exists for [ €

L'(R). Furthermore, if & € (0, 1), p € [1, é) and f € LP(R), then Z% f is well-defined (see
[14], p. 94). Note that 77 _ f depends on f only via f 1j,7. So Z7_ in fact operates on functions
f:00,T] - R.If f € L'[0, T, then Z%ff e L'[0, T for all & > O (see [14], p- 48). Using
(2.2) yields the composition formulas

TP =1 fel'®),ZPfe L'®R), a, B € (0, 1], (3.1)
and
19 70 f=1"Ff fel'l0,T]a B >0. (3.2)
3.1. Extension and composition of fractional integrals with power weights
Fort € (0, T], we have

a—1
T flion)(s) = T F)(s) = T >/ F@ =57 du ifs €10, 1)

if s > t.
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Assuming that f € L![s, t]and o > 0 is vital to ensure the existence of the integral. However, by
using extended Euler integrals, we are able to define Z;*_ f for certain parametric, non-integrable
functions f on the one hand and for negative « on the other hand. Therefore, fix s € (0, ¢) and
consider first functions of type

frw)=u", yeR
Clearly, (Z{_ f),)(s) is well-defined for « > 0. Using (2.5) and (2.7), we obtain

(T fy)(s)

—t
(t — 5)%s7 F <—y, S ) (3.3)

I'l+a) s

—(t—s)“tVF<—y L1+a t:) (3.4)
I'l+a) T ot ) )

For ¢ < 0, define the (improper) fractional integral (Z{_ f))(s) by the right-hand side of
(3.3) or (3.4). In particular, for « € —N we have, by combining (3.3), (2.9) and (2.6), that
(T f)(s) = (—y)—gs? . Furthermore, (2.6) implies

1 o
(4 1)()_F(1+ )( —8)% a€eR (3.5

Next, we consider more general functions of type
P w =u’ @ Dw, y.peR
The integral (77 ff y)(s) converges if and only if o, 8 + 1 > 0. By (2.5), we have

sV (t —s)@ P

@ B\
@) = 5T

—1
F(—y,a,a+ﬁ+1,s ) (3.6)
S

For (¢« <0orB+1<0)and B ¢ —N, we define the (improper) fractional integral (Z7* ff y)(s)
by the right-hand side of (3.6). Let 8 € —N. By using (3.5) and (2.1), we have (Z* ffy)(s) =0

for o > 0. For o < 0, we thus set (Z;* ffy)(s) := 0. Finally, we consider functions of type
fz/,sy,/\(”) = “y(zf— M), y,B,reR.

ffy,k € L'[s,t] if and only if B + 1 > 0. Thus (If‘fft’?yy)t)(s) converges if and only if
o, B+ 1 > 0. By using (3.4) and (2.11), we obtain

ths¥ (t — 5)@th t—s s—t
7° fF = F=-r -1 1 , ,
( [7‘]{;’}/’)\‘)(5‘) F((X +ﬂ + 1) 3 ’ )/’ 7a’a+ﬁ+ ’ l’ ’ s (3 7)

For (¢« < 0orB+1 <0)and B, + B ¢ —N, we define the (improper) fractional integral
Z7 ff v, ,)(s) by the right-hand side of (3.7). By combining (2.13) and (3.4), we obtain on the
one hand

@ ff & =fL ). Bg-N (3.8)

and on the other hand

@1’ f)s) = @ f)6s) = @ T f)6), aBa+B & —N. (3.9)
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We can now easily state and prove a reduction formula for the composition of suitably power
weighted fractional integrals:

Lemma 3.2 (Composition Formula). Let v,a, B € Rwith 8,0 + 8 & —N. Then
SB@ BTl ) = @ ) (s), s € (0.0,
Proof. Combine (3.7), (2.12), (2.14) and (3.3). O

Note that, for parameters «, 8 + 1 > 0, i.e. when the fractional integral on the left-hand side
converges, the claim coincides with (10.44) on p. 192 in [14].

3.2. Fractional derivatives

In Section 3.1, we obtained a definition for fractional integrals of negative order of certain
parametric functions in a very natural way. Observing (3.8) and (3.9) suggests that Z,_* inverts
the operator Z_, i.e. Z,_* f is indeed a kind of derivative of f. A fractional derivative for arbitrary
functions is defined by the formal solution in g of Abel’s integral equation I5_g = f (see [14],
p- 29-30):

Definition 3.3. Let « € (0, 1). The (right-sided) Riemann—Liouville fractional derivative
operator of order « over the real line is defined by

D2 fH(s) = ;—;i(Il__af)(s) = ﬁ;—j ‘/;00 fw)w —s)"%du, seR.

(
Moreover,
Df=f (3.10)
For o = [«] + {«}, where [«] and {«} correspond to integer and fractional parts of «, define
o [a] d[a] {or}
(DZf)(s) = (=D —= (D" f)(s), seR
ds[a]

The (right-sided) Riemann—Liouville fractional derivative operator of order o« > 0 over [0, T] is
defined by

(D7_f)(s) = (DL flior))(s), s >0.

For t € (0, T], there holds DF._ f1jo,,) = D;_ f. The fractional derivative (D} ff v, ) (8),
s € (0, 1), is (properly or improperly) defined for 8, 1 — {a} + 8 & —N via (3.7). The following
shows that fractional derivatives and fractional integrals of negative order coincide.

Lemma3.4. Leta > 0. For y, L € R, 8,1 — {a} + B, B —a € —N, we have

D fL, 06 =@, ). s e ..

Proof. For « = 0, the claim is true by (3.8) and (3.10). For ¢ € N we have, by using (2.8), then
(2.4) combined with (2.3) and the series representations of F' and F3, and finally (3.7) that
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o B A= d y<t—s>f‘ (_ t—s)
(D,_f,,y,x)(s)——F(ﬂJrl) 5 (s p Fl—x 1,148, -

I G O Da - k.y—k
= NCEDY ()( YIk(=D Y F (A 4+ B —a + K)ok
t— B— a+k —5 (_l)ot—k
< ) ( ALTHB >—ta—k
e —5)P s s—1 t—s
- F(,8+1—a)F3( oy b p e = )

= (- f,,m)(S)-
Using (2.15) and (2.16) yields, for @ € (0, 1),

(DF 1)) = 5 d 71 “fr D6
e L N 4 2 A\ —5 s—t

F(2—ot+/3)ds((t) ( 1 ) F3<_A’_”’1’1 @2-wtp s ))
| ety L t—s\ 4P /s N t—s s—t
el Gl e B O Y G R R

t—s\'TP g\t t—s s—t
+(= B e A R R R R

_ thsY (t — s)B—
T IrB-a+1

t—s s—t -
F3 (—L vl fpoatl, ——, — ) = (Itfaf;‘/,g}/,k)(s)-
By iterating, we obtain the claim for all o with {«} > 0. O
In view of Lemma 3.4, it is consistent to set

;% =D, a=0.

General, nonparametric functions in the domain of D% must be suitably integrable and smooth.
From (3.1), we obtain

DTP =1 FeLl'®),IPfeLl'®),0<a<p <1. (3.11)

Furthermore, from (3.2) it follows that
DY TP f=T0""f felL'0,T],0<a<§. (3.12)

As for ordinary calculus, the fractional operators D% and 7” do not commute. For details on
their composition, see [14], subparagraphs 2.6 and 2.7.

3.3. The connection to fBm

For H € (0, 1), define weighted fractional integral operators by

K f)(s) = (KY £)(s) = C(H)sTH (T -1 H=1 £)(s), s €(0.T),
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H, % H,x A A H 3 H gl
KDZ)s) =Ky )s) =CH) s277 Ty 772 f)s), s€(0,7),

where C(H) is the constant defined in (1.3). Note that K7 (K7-*) is a true weighted integral
operator, i.e. of positive order, if and only if H > % (H < %). K> and K2** are identity
operators. By (3.3), we have

C(H)

1 1 s—t¢
I'(H+3)

K7 170 1)(s) = el ogg Lyl Lo.n(s)
[0.5) 2 ) > 2 0,0 (s).
So for ¢ € [0, T'], (1.2) can be written as

T
Bﬁ:/ KT 110.)(s) dW;,  as. (3.13)
0

Lemma 3.5. Let H, K € (0, 1). Then

. CH) |_y_ _ _
KK 110.)(5) = = 'K @IH N ) s e 0,7). (3.14)
C(K)
Moreover,
KEKE K7 110.0)(5) = K 110 (s), s € (0, 7). (3.15)

Proof. Lets € (0, 7). By setting o := % —K,B:=H — % andv := H + K — 1 in Lemma 3.2,
it follows that

H

(KK 110,)(5) = %s%—lf(z%_* Kb bob =3 gy
_ CH) |\_Hm-k,+H-K H+K-1
- C(K) S Z,Z )(s).

Using this and furthermore setting o = K — %, B =H—-Kandv = H — % in Lemma 3.2
implies that

1_ K—Y w1 {_py_ _ _
(KKKK,*KHl[O’t))(S) — C(H)S2 K(It_ 2 'K 7 .1 H K:Z-tli K.H+K ])(S)
1_ H-L 4 1
= C(H)s2 "1, 2 B2y (s) = K 1 ) (s). O

Remark 3.6. By setting H = K in (3.14) and H =  in (3.15), we obtain that KK-*KX 11 ;) =
Loy = KKKK’*I[OJ). Moreover, (3.12) implies, for general f € L2[0, T], that KK*KK f = f
if K > 1 and KKKK* f = fif K < 1.

3.4. Fractional calculus for the real line analogue
Lett € R\ {0} and set 1o ;) :== —1{;,0) for ¢ < 0. For @ > 0, we have

(T2110,0)(s) = ((t = )% L(—00, () = (=) 1(=00,0)(5))- (3.16)

I'a+1)
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For « < 0, define the (improper) fractional integral (Z 1o,,)) (s) by the right-hand side of (3.16).
Ifo, B+ 1 > 0, then (2.2) implies that

T*TP110.)(5) = @ P10.)(s), s eR. (3.17)

Fora < 0and B8 + 1 > 0, define the (improper) integral (IﬁIE 1{0,:))(s) by the right-hand side
of (3.17).

When dealing with fractional Wiener integrals, we need to invert g = 7% f for @ € (0, %) and
f € L*(R). However, (3.11) is in general not true for such f. Therefore, D% must be modified
to a more convenient form (see [14], p. 109):

Definition 3.7. Let « € (0, 1). The (right-sided) Marchaud fractional derivative operator of
order a over the real line is defined by

D fH(s) = Eliilg)(D"i,Ef)(s), ae. s eR,

where
o - o > _ —a—1
D2 N)s) = Tl —a) /e (f(s)— fu+s)u du.
Furthermore,
D’ f =7

The following is a consequence of Theorem 6.1, p. 125 in [14].

Lemma 3.8. Let o € (0, 3) and f € L>(R). Then D*I% f = f.

If f is piecewise continuously differentiable with supp(f’) € (—o0, y) for some y € R and so
that D® f exists, then D* f = D f. In particular,

D*7% 1,0, = D*7’110,). @ €0, 1), 8> —1. (3.18)
Lemma 3.9. For @ € [0, 1) and B > —1, we have that D‘JLIEI[O’,) = I:"‘Ifl[o,,).

Proof. For o = 0, this is trivial. Let « € (0, 1). Clearly, D*Z” 11,y = 7" "*1j0.s). The claim
follows from (3.18). O

In view of Lemma 3.9, we may set
I =D% «ocl01.
Hence (1.1) is equivalent to

1
g _ THED

H-1 -
C =T o) fR(I_ o) ($)dWs, as.r€R. (3.19)

4. Fractional Wiener integrals

First, we review — by combining time domain representation (3.13) with the standard Wiener
integral — how one can identify a space of deterministic functions f for which the expression
fOT f(s) dBSH is well-defined. Second, we present the basic notation for integration over the
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real line. For details on fractional Wiener integration over [0, 7] and R, see [12] and [13],
respectively.

4.1. Fractional Wiener integrals over [0, T]

Let &7 denote the space of elementary functions on [0, T], i.e. functions of type f(s) =
> ailo,)(s), where t1, ..., 4, € [0,T] and ay,...,a, € R. Furthermore, let Hy (B)
denote the completion in LZ(IP’) of the linear space generated by the variables B,H ,t €0, T].
We define the fractional Wiener integral of elementary f with respect to B in the natural way
by the linear injection

& — Hr(BT)
T m
fe 18 ::/0 f&)dB = "a;B.
i=1
Formula (3.13) and the linearity of K yield

T T
() = /0 fs)dBl = [0 K" f)(s)dW;,  as., f € Er. @.1)

In view of (4.1) and the classical Wiener—It6 isometry, for H > % it is natural to define a linear
space by

T
Ar(H) = {f [0, T] =R |-H=2 £() e L'[0, T] and / (K £)(s)?ds < oo}.
0

For H < %, we set
Ar(H) = {f :10,T] — R | 3¢; € L*[0, T] such that f = K" *¢,}.

Er is dense in Ay (H) with respect to the scalar product defined by (f, g)a, () =
(KH f, KHg)Lz[O’T]. We define the (time domain) fractional Wiener integral of f € Ap(H)
with respect to BY by

T T T
I (f) = /0 f)dB{ = L*(P) — lim_ /0 fa(s)dB! = /O K £)(s) AW,

where (f,),en € Er is an approximating sequence for f. By construction, fOT f(s) dBSH is
centered and Gaussian. A7 (H) is complete if and only if H < % So the distance preserving map
If is an isometry if and only if H < %

Example 4.1. An important fractional Wiener integral process is the autoregressive

representation of fBm, which shows how to transform the complicated fBm into the simpler
sBm. By (3.3), for all # € [0, T] we have a.s. that

T T
W, = fo KAKA*110.1))(s) AW, = /0 (K¥*110.))(s)dB!

t 3—H

_ 1 1 -

=/&F gl ow? gt dB;". 4.2)
o CCHI(3 —H) \2 2 2 s
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Representation (1.2) and its reciprocal (4.2) together imply that F? "= FY, where F5 " is the
completed filtration generated by (BIH )tef0,71- Furthermore, 'H; (B Hy = H,(W),t €0, T].

4.2. Fractional Wiener integrals over R

The construction of the fractional Wiener integral over R is based on (3.19) and follows an
analogous approximation procedure as in Section 4.1. For H > %, the linear space of integrands
is given by

_1
A(H) = {f cL'®) | / @72 )02 ds < oo},
R
whereas, for H < %, we have
1
AH) = {f :R — R | 3¢, € L*(R) such that f =72 "¢},
The scalar product on A(H) is defined by

F<H+§>)2(IH_1 i

1 _1
(f, &) A 1=< ) LI C9m):

The (time domain) fractional Wiener integral of f € A(H) with respect to B is defined by
I'(H+ 1) H-) .
19(f) = dB,H:=—2/I 2 dw;.
) /R r@anl! =~ [ @ e ai,

Example 4.2. By using (3.17) and (3.16), we obtain the autoregressive representation of fBm on
the real line. For all t € R, we have a.s.

~ C'(H) / < i1-H éH) H
W, = — — (- dB;". 4.3
t T'(H + %)F(% “m -9 (=3 s 4.3)

Let H # % For ¢ < 0, the interval of integration in (1.4) and in its inversion formula (4.3) is
not (—oo, t], but (—oc, 0]. Thus GB" £ GY, where GB” and GV denote the completed natural

filtrations of (B);cr and (W;), R, respectively.

5. The transformation formula

We are now able to state and prove the main result.

Theorem 5.1. Let (B[H),e[o,T] be an H-fBm and let K € (0, 1). Then there exists a unique (up
to modification) K -fBm (B;K)ze[O,T] such that, for all t € [0, T], we have a.s.

T
B = C(H)C(K)_I/O sI-H=K(gH=K H+K=1)(5)dBK

! —t
:C(K,H)/(t—s)H_KF(l—K—H,H—K,l—i—H—K,S )dBf.
0 S
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Here

C(H)C(K)™!

Moreover, FB" = FB* and H,(B") = H,(BX), t € [0, T].

Proof. Let (W;);c[0,7] be the unique sBm that satisfies
T
BH = / K190 (s)dWy, as.,t€[0,T].
0
There exists a unique K-fBm (BtK )zef0,7] such that

T
W[:/ KX *110.0)(s)dBEK, as.,te€]0,T].
0

In fact, this is the K-fBm given by

T T
BK = /O KK 10,)(5) dW, = /0 KKK 110, (5)dBH, 1 €0, 7], 5.1)

K

where the equality follows from (3.15). By Example 4.1, we have F5 " = F¥ = FB" and
H; (BH) = H, (W) = H,;(BX), t € [0, T]. Using (3.15) implies, for all 7 € [0, T], that

T T
BH = /O (KEKE*KH 119, (s) dW; = /O KE*KH 110, (s)dBK,  ass.

We obtain the desired expressions by using (3.14) and (3.3). O

In particular, we obtain an easy formula for the transformation of an fBm with positively
correlated increments into an fBm with negatively correlated increments, and vice versa:

Corollary 5.2. Let (BtH )icl0,1] be an H-fBm. Then there exists a unique (up to modification)
(1 — H)-fBm (B} ~):c10.7) such that

1
2H 1ot
Bl = / (t —s)?=VdBI7H | as.,t €0, T
ICHYI'3-2H)) [,

Proof. Set K := 1 — H in Theorem 5.1 and use (2.6). O

Remark 5.3. In Theorem 5.1 and Corollary 5.2, the finite interval [0, T] can be replaced
by [0, 00). This is due to the fact that the kernel (KK’*KHI[OJ))(S) and its reciprocal
(KH*KX 19 1)) (s) — hence in particular BX defined in (5.1) — do not depend on T

Remark 5.4. The Malliavin derivative of BIH with respect to BX is given by (D? K BtH N w) =
C(K,H)(t—)Y1"KF1—K—-H,H—K,1+H—K, =)10().

Remark 5.5. The Riemann—Liouville process with index H > 0 is defined by

t
Ul = \/2Hf0 (t—s)"=2dW,, 1[0, 00).
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1 1
We have COV]P?(USH, UIH) = Hz—f,st'itH_iF(% —H,1,H+ %, %) for s < r. UH was
2
already mentioned in [7] as an alternative form of fBm. U H js H-self-similar, however,
contrary to fBm, its increments are not stationary. By (3.5), we have U,H = 2HI'(H + %)

1
fOT(If_ 2 lio,n)(s)dWs, t € [0, T], so it is clear how one can define a fractional Wiener
integral with respect to U, It is easy to show that, for the Riemann—Liouville process U,K =
V2 K fé(r — s)K_% dW, there holds

. VHI(H + 1)
" VKDK+DIH-K+1)

t
/ (t—HPXauk, as.,tel0,00).
0

By Corollary 5.2, the process B is hence obtained from B!~ by the same transformation
(modulo a constant) as the process U from U' .

Remark 5.6. The fundamental martingale of BY is defined by

V2-2H ‘ ‘
Mt = —/ stH(r —5)3H gpH — /3= ZH/ s3H aw,.
C(H)T (% - H) 0 0

MH is (1 — H)-self-similar. If BX is the K-fBm in Theorem 5.1, then

H I—H (" x p K
M =,/ —— s dMg, as.,t€[0,00).
1-K Jo '

The Mandelbrot—Van Ness-type representation (1.4), where BX is the K-fBm defined by

. 'K +1 K1 -
K .__ 2
B = TK)/R(I_ “lio,n)(s)dWy, teR,

is obtained by combining (3.19) with composition formula (3.17), and then using (3.16). This is
shown in detail in [11]. However, (1.4) can also be obtained directly from Theorem 5.1. In fact,
(1.4) emerges as a boundary case of a suitable time-shifted Molchan—Golosov-type transform. In
order to see this, let (B[K )ter be a K-fBm. By Theorem 5.1 and Remark 5.3, the process defined
by
! A (u—t
BH = C(K, H)/ (t—uw)I=KF (T) dBX, 1 €10,00),
0

where, for convenience, we set
F(zy)=FQ1—K—-H,H-—K,1+H—K,2),

is an H-fBm. BX has stationary increments and so, for every s > 0, the process

! . —t
B = C(k, H)/ (t—uw)I=KF (”—> dBX ., 1 €0, 00), (5.2)
0 u



1356 C. Jost / Stochastic Processes and their Applications 116 (2006) 1341-1357

is an H-fBm. So the increments of B/* are stationary. By substituting v := u — s in (5.2), we
obtain that the time-shifted process

H,;s . pH,s H,s
Z, = B;{s — Bs

¢ ~(v—t 0 2 v
= C(K, H) ( t—v)I-KFf (—) dBK — | (—nf—KFE (—) dBf)
—s v+ s v+
(5.3)

is an H-fBm on [—s, 00). By using (2.6), the pointwise limit of the integrands as s — oo
suggests the following:

Corollary 5.7. Let (BIK )ieR be a K-fBm. Then the process

z" = C(K. H) fR (¢ = 0" 1o @) = 0 K1) dBF

is an H-fBm on the real line.

In order to conclude that the centered Gaussian process Z* is indeed a fractional Brownian
motion, it can be shown that, for every K > % and r € R, there exist constants C; = C1(K, H, t)
and s; = s1(¢) > 0 such that

E[zFs —zH>*P2 < 15?072 5>, (5.4)

In the same way, for K < % and + € R, there exist constants C» = C(K, H,t), C3 =

C3(K, H,t) and sp = s2(2) > 0 with
E(Z[" —z['®P < 0172 4 03 5272, s> s (5.5)

An extensive technical proof for (5.4) and (5.5) is given in [5]. From (5.4) and (5.5), it follows
that, for every ¢ € R, we have lim;_, o E[Z,H’S — ZIH’OO]2 = 0. Hence, for all ¢, ¢ € R, we have
E[Z,H’oo . ZII:I’OO] = limy_ E[Z,H’s . ZII,{’S] = %(IIIZH + It/IZH — |t = t|2H). This proves
Corollary 5.7. Remark that, by combining a functional equation and the duplication formula for

I (see [4], (6) on p. 3 and p. 5), we obtain % = C’(H)’l. So the constant C(K, H) in
2

Corollary 5.7 indeed coincides with the constant in (1.4).

Remark 5.8. In order to invert (5.3), define a K-fBm by ZIK’_S = Btlis — st, t € [0, 00).
Let F(z) = F(1 — K — H,K — H,1 + K — H,z). We have B/" = C(K, H) [j(t —
WK F(=tydz,S ™" 1 € [0, 00),and hence Z;* = C(H, K) [yt —w)* " F (*=1) dB*,
t € [0,00). Thus BX = zK:7° —z5™ = cw, k)", — ¥ HELydzHs

v+s
SO KT E(2) dz ), 1 € [=s, 00).

Remark 5.9. Note that L2(P) —limy_, oo BfHS and L2(P) —lim,_, o B** do not exist separately.
Indeed, the integrals C(K, H) [p(t —v)"¥ "% 1(_oo.r)(v) dBX and C(K, H) [ (=) "% 1(_c00)
(v) dB,f< , respectively, are not well-defined.

Remark 5.10. In the case K = 1 — H, the Mandelbrot—Van Ness-type integral in
Corollary 5.7 can be truncated in —s without changing the covariance. In fact, Z,H’S =

2H i 2H-1 2H-1 1-H ;
(m)z fR((t — V) Lis,n() — (—v) l—5,0(v))dB, is an H-fBm on
[—s, 00).
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