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Functional convergence to the local time of sticky
diffusions
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Abstract

We prove the convergence of a class of high frequency path-functionals of a sticky
diffusion to its local time. First, we prove this for the sticky Brownian motion. Then,
we extend the result to sticky stochastic differential equations. We combine the local
time approximation with an approximation of the occupation time to set up a consistent
stickiness estimator. Last, we perform numerical experiments to assess the properties
of the stickiness estimator and the local time approximation.

Keywords: local time, occupation time, stickiness parameter estimation, sticky process,
sticky Brownian motion, singular diffusion, rates of convergence, statistics of stochastic pro-
cesses, process estimation

1 Introduction

Introduced by Feller in [13], one-dimensional sticky diffusions are continuous processes that
satisfy the Markov property and spend positive amount of time at some points of their
state-space. These points, called sticky points, can be located either in the interior or on the
boundary of the state-space. The amount of time a process spends on average at a sticky
point is governed by a parameter called stickiness parameter. Special cases of sticky behavior
are sticky reflection, which occurs when the sticky point is located at an attainable boundary
point of the state-space, and absorption, which corresponds to a stickiness parameter that
equals infinity.

Though they have been around for some time, we are recently witnessing a resurgence of
interest in sticky processes. The reason behind this is that, besides their inherent theoretical

*Université de Lorraine, CNRS, Inria, IECL, F-54000 Nancy, France,
alexis.anagnostakis@univ-lorraine.fr



value, they are able to replicate accurately various diffusive behaviors found in nature. Such
dynamics are typically found in finance, biology and even in quantum and classical mechanics.
In particular, they can be used to describe the behavior of interest rates around 0 [19, 27],
the behavior of molecules near a membrane [14], the concentration of pathogens in a healthy
individual [9], the dynamics of mesoscale particles upon contact in colloids [20], 30] and the
motion of quantum particles when they reach a source of emission [I0]. From a theoretical
standpoint, they are used to create new types of probabilistic couplings [11] and appear as
the limit of storage processes [16]. Many papers have also appeared recently addressing the
numerical challenges of simulating sticky diffusions [I], 2 3, [8] 26].

A class of sticky diffusions are sticky stochastic differential equations (or sticky SDEs).
These are processes that behave like a homogeneous one-dimensional SDE on the entirety
of their state-space I, an interval of R, except on a countable set points where they exhibit
sticky behavior. For simplicity we suppose that there is one unique sticky point located at
0 € I. We will further suppose that the functions p and o : T +— R satisfy the following
condition:

Condition 1.1. Let B a standard Brownian motion defined on a probability space (2, (F)i>0, Pz).
We consider the following SDE:

dX, = p(X,) dt + o(X,) dB,. (1)

e (u,0) are taken so that has a unique non-explosive strong solution.

e Let X be the solution of such that P(Xo =x) = 1. For 6 = (¢/(X;) — ﬁgz))@o and

every x € 1, t t
E, [exp (/ 0sdB; — %/ 6> ds)} =1, (2)
0 0

~

e o€ CYD).

Thus, from and , a homogeneous sticky SDE can be described by the triplet
(i, 0, p), where 1 and o are the drift and diffusivity functions that govern the behavior away
from the sticky point and p is the stickiness of 0. To abbreviate the terminology while
keeping explicit the dependence of a sticky SDE on u, o and p, we call such a process a
(i, o, p)-sticky SDE solution. The most elementary of these processes is the sticky Brownian
motion, which is the process that behaves like a standard Brownian motion away from 0 and
has a sticky point at 0.

Let X be a (u,0,p)-sticky SDE solution defined on a probability space (€2, (F )0, P).
From Proposition , X is a semi-martingale. Thus, from [28] pages 222-225, the local
time of X at a level a is well defined as the continuous, strictly-increasing process L*(X) =
(L¢(X))>0 such that for every t > 0,

t
X, —a| — [Xo—a| = / sen(X, — a)dX, + LA(X), (3)
0
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where sgn(z) = 1,50 — Lo<o. Let (2, (F)i0,P) be the probability space on which X is
defined. From Corollary 1.6 of [28]-Chapter VI, L*(X) can alternatively be defined for every
t > 0 as the limit in probability:
1 t
LY (X) = P—li_r}ré </ Lo<x,—a<e {X)s. (4)
If furthermore the functions (u, o) satisfy Condition , for every t > 0,

1
L8(X) = P-lim — / L, —ajce d(X).. (5)
0

e—0 2¢

In this paper, we study the convergence properties of high-frequency path functionals of
the type:

o Nt

Y g Xi), (6)

when the underlying process X is a sticky SDE. We give necessary conditions under which
the functional @ converges to the local time at 0 of X. Approximating the local time
with high-frequency path functionals has been studied in the case of the standard Brownian
motion [5} [6], smooth SDEs [4, [I7] and the oscillating/skew Brownian motion [23], 25].

In particular, we prove the following results:
Theorem 1.2. Let X* be a (u, o, p)-sticky SDE defined on a probability space (2, (Ft)t>0, Pz)
such that P,(Xo = x) = 1 for any x in the state-space 1 of X and (u, o) satisfy Condition .
Let be g : R — R be a bounded Lebesque-integrable function which vanishes on an open
interval around 0 and T : R — R a continuously differentiable function such that for an

e>0:
T(0) =0, T'(0) =1, e <T'(x) <1/e, T"(z)| < 1/, (7)

for every x € R. For every such function T, let g,|T] be the sequence of functions such that:
gulT(2) = g(n“T(n""x)), (8)

for every x and n. Then, for every a € (0,1/2),

ne Gl Ag)
DTN XL) o S LX), 9)

n | m—oo 0’(0)

locally, uniformly in time, in Px—pmbabz’litﬂ.

'We say that a sequence of processes X" converges locally uniformly in time, in P-probability to a process
X iff for every t > 0,

sup {| X7 — X |} —— 0 (10)
s<t n—oo



Corollary 1.3 (of Theorem|[l.2/and Lemmal[5.1). Let X be a (i, 0, p)-sticky SDE defined on
a probability space (2, (Ft)i>0, Px) such that P,(Xo = z) =1 for any x in the state-space I
of X and (u,o) satisfy Condition . Then, if g is a bounded integrable function which
vanishes on an open interval around 0 and o € (0,1/2),

]
Mg) 1 2=t bx=
o(0) ne 500 gWX%)

pnlg,a] =2 (11)

is a consistent estimator of p as n — co. In particular, this holds for g(x) = 1i<|g|<2.

In order to address the proof of these results we need a proper characterization of sticky
SDEs. A convenient way to characterize sticky diffusions is via their scale function and speed
measure. This is because this characterization is local and yields an explicit representation
of the sticky point as an atom in the speed measure.

In general, one can describe the law of any one-dimensional diffusion process X with
state-space I by a pair (s, m) comprised of a continuous increasing function s : [ — R and a
strictly positiveﬂ, locally finite measure m over I. The function s is called scale function and
expresses the propensity of the process to follow a certain direction (up or down). It can be
defined as the function such that for each a < b such that a,b € I,

8(56) — S(CL) (12)

P.(mp < 7a) =

where 7. = inf{s > 0 : X; = (}. The measure m(dz) is called speed measure and expresses
the speed at which the process moves and in particular the speed at which the process exits
compact intervals. It can be defined as the unique positive locally finite measure m such
that for each a < b with a,b €I,

E.(Ta) = /( . (( yA2)) s(b) )_( (l;) yvx)))m(dy). (13)

The (s, m)-formulation is particularly adapted for studying sticky one-dimensional diffu-
sions. A point ¢ of the state space is sticky if and only if m({(}) > 0. Moreover, since the
(s, m)-formulation is local, one can characterize a sticky process in (s, m)-terms by adding
an atom to the speed measure of the non-sticky version of this process. For example, the
sticky Brownian motion of stickiness p > 0 is the diffusion process defined through s and m
defined for every z € R by

s(z) =z, m(dz) = 2dx + pdp(dx) (14)

*We say that a measure m on (I, B(I)) is strictly positive iff m((a,b)) > 0 for any open interval (a,b) C L



where so(x) = z and mg(dx) = 2 dx are the scale function and speed measure of the standard
Brownian motion. Similarly, the (u, o, p)-sticky SDE solution is the diffusion process with s
and m given by

s (CU) € ) m( ZL‘) S/([E) 0'2(ZE)

dz + pdo(dx), (15)

for every € R and with s’ being the right-derivative of s.

Sticky diffusions can also be defined as time changed non-sticky process (see Theorem [2.1)
or in the sticky SDE case, by their path-wise formulation (see Proposition .

Outline: In Section [2] we prove several properties of the sticky Brownian motion, its local
time and its semi-group. In Section [3| we prove Theorem which is Theorem for
the sticky Brownian motion. In Section [4, we prove the path-wise formulation of sticky

SDEs and use it to prove Theorem [I.2] by extension of Theorem [.1} In Section [5 we prove
Corollary [1.3] Section [0]is dedicated to numerical experiments.

2 Some preliminary results

In this section we prove several properties of the sticky Brownian motion that will be used in
the latter sections. The first property is the time-scaling of the sticky Brownian motion which
is the analogue of for the standard Brownian motion. Then, we prove a characterization
of the local time of the sticky Brownian motion. Finally, we prove that the transition kernel
of the sticky Brownian motion is bounded by the transition kernel of the non-sticky one. The
transition kernel of a diffusion process X with speed measure m is the positive measurable
function p : Ry xI* = R, (see [28] page 80 or [7] page 13) such that for every positive
measurable function h,

E, (X)) = [ hy)p(t,z,y)m(dy), (16)
R
The left hand side of defines a family of functionals (P;);> as

for every ¢t > 0 and positive measurable h and = € I. It turns out that (P;);>¢ is a family of
linear operators from Cj, to Cj, that characterize the law of X (see Chapter 3.1 of [29]) and
satisfy the semi-group property with respect to ¢, i.e. P, s = P.P;. We thus call (P;):>o the
semi-group of the diffusion X.

In our proofs we will use several fundamental results on time-changes of semi-martingales.
The first one is the characterization of diffusions on natural scale in terms of a time-changed
Brownian motion.



Theorem 2.1 (Theorem V.47.1 of [29]). Let X = (X;)i>0 be a diffusion on natural scale with
speed measure m defined on a probability space P = (Q, F,P,) such that P,(Xo = z) = 1.
Then, there exists a Brownian motion B = (By);>o defined on an extension of P such that
for every t > 0,

Xt = By, (18)

where (t) is the right inverse of A(t) = 3 [o L{(B)m(dy).

Corollary 2.2 (of Theorem . Let mx be a locally finite strictly positive measure on R
and B a standard Brownian motion defined on a probability space P, = (2, F,P,) such
that P,(By = x) = 1. Let L%(B) the time-continuous version of the local time of B at 0,
Ax(t) = 1 [ LY(B)mx(dy) and yx(t) the right-inverse of Ax(t). Then, the process X such
that Xy = By ) for every t > 0 is a diffusion process on natural scale with speed measure
mx(dz) and such that P, (Xo = z) = 1.

The other results regard changes of variables in stochastic integrals with respect to a time
change (T})i>0. An {Fi}i>o-time change is any almost surely increasing, right-continuous
family of {F}}+>o-stopping times (73):>o such that To = 0.

Theorem 2.3 (Theorem 3.1 of [22]). Let (Q, F,{F:}i>0, P) be a filtered probability space, M
an {Fi hiso-semi-martingale and T an {F}i>o-time change that admits a strictly increasing
version and whose right-inverse also admits a strictly increasing version. Then, if H is a
predictable adapted process with respect to {Fi}i>0, P-almost surely,

t P
/ H,dMp, = / Hp, dM;, (19)
0 0
for every t > 0.

The last results are given as exercises in [28] and allow us to characterize the local time
of re-scaled and time-changed processes respectively.

Lemma 2.4 (Exercise 1.23 of [28]-Chapter VI). Let X be a continuous semi-martingale and
[ a strictly increasing difference of two convex functions. If f(X) = (f(X:))io, then for
everya € L and t > 0,

L{(f(X)) = ['(@)L{(X) (20)

almost surely, where [’ is the right-derivative of f.

Lemma 2.5 (Exercise 1.27 of [28]-Chapter VI). Let X be a semi-martingale with state-space
I, T a time change and Y 1s the time changed process such that Y; = Xy for every t > 0.
Then for every a € T and t > 0,

LE(Y) = L) (X) (21)

almost surely.



Lemma 2.6 ((2.2.16) of [I8]). Let {X"},en and X be a sequence of increasing processes
and an almost surely continuous bounded process defined on a probability space (£, (F)i>o0, P)
such that:

X — X (22)

n—oo

in probability, for every t > 0. Then the convergence is uniform in time, in probability.

2.1 Scaling properties of the sticky Brownian motion

Let us recall that the sticky Brownian motion of stickiness p > 0 is defined through s and
m given by .

Lemma 2.7. Let {(Q, F,{F:}i>0, P2);z € R, p > 0} be a family of filtered probability spaces
and X? = (X})i>0 a process defined on (2, F,{Fi}i>0) such that under P? it is the sticky
Brownian motion of stickiness parameter p and P2(X{ = x). Then,

Lawps (X5, LY(X?);t > 0) = Law,,e (VeX/V,VeLy(XPV)t > 0),  (23)

ct)

where LY(XP) and LY(X?/V¢) are the local times of X? and X*/V¢ respectively,

Proof. Let X” be a process defined on P? = (Q, F,{F}+>0, P?) such that under P? it is a
sticky Brownian motion of stickiness p. From Theorem [2.1] there exists a Brownian motion
B defined on an extension of P? such that for every ¢ > 0,

where (t) is the right inverse of A(t) = % [, L{(B)m(dy). Moreover from (21]), P2-almost
surely, for every t > 0,
Ly (X?) = Ly (B). (25)

From Proposition 1.10 of [28]-Chapter I, for every ¢ > 0, the process B’ defined as,

Bl = B/, (26)

is a standard Brownian motion. Moreover, P?-almost surely,

1 ct t
Lgt(B) = P, -lim —/ Lp,|<c ds = P,-lim —/ 1B, |<cds
0 0

e—0 Q¢ e—0 2¢

e—0 25

t

Let A,(t) =t + 5L)(B) and A,(t) =t + 5L{(B’) with %(t) and 7,(t) be their respective
right inverses. From , P’ -almost surely,

Ay(ct) = ct + ngt(B) =t + ﬁthy(B ) = <t + WLZ’( )) = A, (1), (28)



Yp(ct) =inf {s > 0: A,(s) > ct} =inf {s > 0: Al se(s/e) > t} = Yy e(t): (29)
From and , P?-almost surely,

f},p(ct \/—B ! . (30)

p/\f
Let X*/V¢ be the process such that

X{/Ve=n, (31)

ﬂ/f()

which is a martingale from the martingale stopping theorem. As such its local time L°(X?/V¢)
is a well defined object. From , P,-almost surely, for every t > 0,

L)(XPIVe) = LY,

(B, (32

We observe that for a measure m,(dy) = 2dy + pdy( dy),
) = [ LBm(dn)  and A0 = [ LHE)m(dy). (33)
R

Thus, from and Corollary 7 VEXPIVE = XP is a sticky Brownian motion of stickiness
parameter p/+/c and whose local time process L°(X*/V¢), from ([29)), and (32), satisfies
P?-almost-surely

LY(XPVe) = L?(X ?)IVe, (34)
for every ¢t > 0. Thus, setting P*/ Ve = pr e is proven. O

Corollary 2.8. Let X? = (X/)i>0 be the sticky Brownian motion of stickiness parameter
p >0 and {P}}i>0 be its semi-group. Then, for every measurable function h : R +— R,

F{V"h(av/n) = B, (h(v/nX1)). (35)

2.2 Estimates on the sticky semi-group

Lemma 2.9. Let {P/};>¢ be the semi-group of the sticky Brownian motion of parameter
p > 0. There exists a constant K > 0 that does not depend on p such that for every real-
valued function h(x) such that h(0) = 0,

p A(lA])
|P/h(z)] < K—= i (36)

for every t >0, where \(g) = [ g(x



Proof. Let p,(t,z,y) be the probability transition kernel of the sticky Brownian motion of
parameter p > 0 with respect to its speed measure m(dy) = 2dy + £do(dy). From page 108
of [7],

pp(ta xz, y) = u1<t7 T, y) - uQ(t7 T, y) + Up(tv T, y)v (37>

for every x,y € R and ¢t > 0, where

ui(t,z,y) = %me_(“—y)z/?t,
us(t, x,y) = \/%me—(li\-Hyl)Q/?t’
h(2,5) = S o, (L 2)

We observe that for z,y € R and t > 0: exp(—(|x| + |y|)?/2t) < exp(—(x — y)?/2t) and

1 2
ur(t, x,y) —us(t, x,y) < e~ (@=y)7/2t 38
1( y) 2( y) —= 2\/% ( )

The Mills ratio of a Gaussian random variable (see [I5] page 98) yields erfe(z) ~ e %" /x.
Thus, there exists a constant Kz, > 0 such that

2v/2t 6—(\w|+\y|)2/2t<KMz‘lls .
2+ ) 1 8 o v

From and , for K =1+ Kyus/m/2,

vp(t, 2, y) < KMulsp( e~ @v?/2, (39)

ot y) < K ﬂ_me@y)”?t (40)

and .
Ph(z)| < [ |k to,y)dy < K [ |h e~ @=)?/2t gy 41
PH@I < [ b@lptt.)dy < K [ 1) —= oo
Observing e~(#=9°/2t < 1 yields (36). O

3 The case of the sticky Brownian motion

In this section we prove Theorem [3.1] which is Theorem [1.2|in the case of the sticky Brownian
motion. This result will then extended to the case of driftless sticky SDEs. Thus, along with
an adapted version of Girsanov theorem, we will be able to prove Theorem for any sticky
SDE. The latter is done in Section 4.2

We thus prove the following:

Theorem 3.1. Let X? = (X/);>0 be the sticky Brownian motion of stickiness parameter
p >0, g a bounded integrable function that vanishes on an open interval around 0 and T a



continuously differentiable real-valued function that satisfies for an e > 0. Moreover, let
gn be the sequence of real-valued function defined as:

gn(x) = g(nO‘T(n_o‘x)), (42)
for every x € R and n € N. Then, for every a € (0,1/2),

D0 XLL) o M) LX), (43)

n n—o0
locally, uniformly in time, in P,-probability.

As the proof of Theorem is rather tedious, we have isolated parts of it in Lemmas
B2 B3 and B4

Lemma 3.2. Let X? be the sticky Brownian motion of stickiness p > 0 and g be an integrable
function such that g(0) = 0. Then, there exists a constant K > 0 such that for every xr € R,
t>0 andn e N:

[ns]

B, (sup |22 " g (w0 X2)]) < K (2 lgluna)| + A(lg)VE). (44

n
st i=1

Proof. We observe that

[ns] [nt]
Un P Un p
B, (S;gg} - ;g(un&nl)l) <E (2 ;\g(un?ﬂnl)!)
w, w, [nt]
= —g(wnr)l + - > B (Jg(uaX24)[). (45)
=2
Then, if hy(z) = g(uaz//1),
[nt] [nt] NG
D (VX Ta) = g(aXly),  A(hal) = 2=A(g), ha(0)=0.  (46)
i=1 i=1 n
From and ([46),
[ns] [nt]
Up, Uy, Uy,
Exig;;k@x%mszwmmuggyamwﬁmyu (47)
As h,(0) = 0, from and (36),
B, ([ha(VAX2)[) = POF (v < 02D (48)
n 1 —

10



From (46), ([48) and as Z[nt % 2v/nt,

[nt]

> B. (|hn(vAXL)]) < 2KA(Ial) Vit = 2K—A(lg)VE (49)
i=2 " n
From and we get . O

Lemma 3.3. Let X be a sticky Brownian motion with local time L*(X). Moreover, let g
and T be two real-valued functions such that g is bounded and integrable and T satisfies .
Then, for anyt > 0,

/R gn ()L (X) d — A(g)LO(X), (50)

[nt)/n n—o0

where g, is given by .

Proof. From Trotter’s theorem [31], the local time of the standard Brownian motion L*(B)
admits a version that is (¢, z)-jointly continuous. As the time-change ~ also admits a con-
tinuous version, from (21)), the local time of X L7(X) admits a version that is (¢, z)-jointly
continuous. Thus,

[Lila(X) = LY ——0, (51)
[nt]/n t n—00
for every t > 0 and x € R. Moreover, there exists a positive random variable U such that
L) = LX) < U, (52)

for every x and n. Thus, as ¢ is bounded,

| [ o) (27445, = L200) da| < /| _ (0~ O] detU /| lonla)lde
T x|>q

(53)
From , and Lebesgue convergence theorem,
z/n®
/| - | Lol (X) = LY(X)] —— 0. (54)

With a change of variables,

n(z)|dx = n®T(x/n))| dz
/M!g(n /m>q|g< (2/n%)

[ T sy 69)
= 9Y)———dy + / 9(y dy (55
unT(q/un) T,(y/un) —00 T/(y/un>

From and ,

limnsupA>q|gn($)ldm < %(/qoog(y) dy+/__qg(y) dy) (56)

o

11



which since g is integrable converges to 0 as ¢ — oco. From , and ,

| [ ) (£5,00) = £200)

Using again the same change of variables as in (55)),

—— 0. (57)

n—o0

/Rgn(:c) dz = /Rg(no‘T(x/na)) dz = /Rg(x>T’(T11(a:/na)) dz. (58)

Thus, as ¢ is integrable and T"(x) > € for every x € R, from Lebesgue convergence theorem,

/Rgn(x) de —— [ g(z)d=x. (59)

n—oo R

Equations and yield . O]

Lemma 3.4. Let T, be the functional define for each real-valued function h and x € R by

T, 1) (x) = / (P2 h(x) — h(z))ds, (60)

where { P} }i>0 is the semi-group of the sticky Brownian motion of stickiness parameter p.
Then, for every bounded integrable Lipschitz function k such that k vanishes on an open
mterval around 0,

A(|Tulkn]l) —— 0, (61)

n—oo

where k,(x) = k(n*T(x/n%)).

Proof. From Jensen’s inequality,

From ,

Bk / ) = o)l (2,2, )0 )
/|k’ ) |pna,p(n**s/n, x,y)

1 02 2a \/ﬁp .2 2a
]{? - - ¢ —(z—y)*n/2sn dy + kn T e~ n/2sn :|7 63
K[ f W)~ )i y+ ()| S (63

is the probability density function of a Gaussian N/ (x n*s/ n) .

£ k(@) [pnep (05 /m, 3, 0)

where —e —(z—y)*n/2sn? §
27ms/n

Thus from positive Fubini,

/\p;;ag/n A(@) — kul)| do < K[E[/an(ﬂna s/nZ)—kn<x>\dx]

12



where Z ~ N(0,1) under P,. For the first additive term of right-hand side of (64)), with the
same argument as ,

/ ko(z) dar < % /R k(z) da (65)

R
Thus, for every w € €2,

/R\kn(a: +n%\/s/nZ) — kn(z)| dz < /R |kn(z 4+ n%/s/nZ)| dz + /R |kn ()| dz < %)\(]k]).
(66)
Moreover since T' € C! and k is Lipschitz, P,-almost surely,
k(@ +n°/5/nZ) = kn(x)| = [E(nOT (/0 + \/s/nZ)) — k(n°T(x/n))]
< k(T (2/n®) + /s /nZ||T'|lo) = k(T (x/n))| < [KluipV/s/nZ| T |loc, (67)

which converges to 0 as n — oco. From , and Lebesgue convergence theorem,

E [/R\k:n(x+na s/nZ) — !dx} — 0. (68)

n—oo

For the second additive term of right-hand side of : Let 6 > 0 be a positive real number
such that k(z) = 0 for every z > 0 such that = ¢ (6,1/5). From (7)), T is strictly increasing,
thus,

0 <wu,T(x/u,) <1/6, (69)

is equivalent to

From ,

u, T (6 /up) < v < u, T H1/un0). (70)

lim inf w, T~ (6 /u,) > de,
lim sup u, T (1/u,0) < 1/de. (71)

n

Thus, there exists ny € N such that for every n > ng, supp k,, C (e§/2,2/€ed). Thus, since k
is bounded,

2/€eb k” )
- e T n/2sn2e dz < 2llk oo/ \/_p e~ 2n/2sn2% dr < PH o & ne—nl_ga(eé)Q/Ss
/| |2\/27r < 21kl 52 2v/27s ~ V2rws 65\/_ ’
(72)

which converges to 0 as n — oco. From , , and , the convergence (61 is

proven. ]

Proof (of Theorem |3. 1 -) Let X be the sticky Brownian motion of parameter p > 0, (P/);>0
its semi-group and L*(X) its local time at z. From the occupation times formula and the
characterization of (X*), in [12],

/ F(X)Lx, 0 s = / F(y) LX) dy
0 R



Thus, if f(0) =

/0 F(X) ds = / F(u)LE(X) dy. (73)

By applying consecutive change of variables and from ,

/Rgn(a:)Lﬁl/g;(X) dx:na/Rgn(na:v)Lf”m]/n(X) dz

[nt]/n n [nt]
= na/ gn(nX;)ds = ;/ 9n(n®Xyyn)ds. (74)
0 0

Thus,
o ]

o [Nt no [nt]
i @ e z/n®
FZgn(n Xia 1 = Zgn n*Xia 1) — —/0 n(n®Xs/m) d8+/]Rgn(x)L[7l/t]/n(X) dz
=1

[nt]

B [ - s
nt—[nt]

+ ;/ (gn(naXM) _gn(naX["t]+£)) ds
0 n n

+—/£gn@gz§g@n@¥)dx.

(75)
For the second additive term at the right hand side of ,
na t [nt}
S X ) - gan X)) ]
n 0 n TL
—[nt] n®
< / 90(n" X ) — 90" X ) =, (1)

which converges to 0 as n — oo.
For the first additive term at the right hand side of , let

vt & 1
=> / (9(n* X1, 2) = gu(n"Xoz1)) ds, (77)
— 0

Z / gn(n* Xizs =1 )—gn(naX%)

As the cross terms have expectancy 0, from Minkowski’s inequality,

]—"%> ds. (78)

2a [nt] 1 2a "
B (147 = 51 <277 3B ([ (00 Yo — a0 X)) as) < syl
(79
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which converges to 0 as n — oo. Thus, A — Bf* converges to 0 in L?(P,) and consequently in
LY(P,). As such, proving that A? —— 0 in L'(P,) is equivalent to proving that B} —— 0
n—oo n—oo

in L'(P,). To prove the latter, we define for each real-valued function h the functional,

Tt = [ (Pt i) = bie)ds. (30)
From , "
B =) Tl X ). (s1)

From , there exists a constant K’ > 0 that does not depend on n or p such that
n Un
E. (1B7]) < K' (== Talgn) (wn)| + VIM(|Tou[ga]]))- (82)

From and , for every t > 0 and p > 0,

1Y gn(2)] < 9]l (83)
By taking K" = K'(2||g[[ V 1),
n na
B, (IB7]) < K'(— + VIM(|To[ga]]))- (84)

Thus, as 0 < a < 1/2, it remains to prove that A(|7}.[gn]|) — 0. For this we use a Lipschitz
approximation of g. In particular, as ¢ is bounded and in L'(dz), for each p it is possible

to find a Lipschitz function &, such that, k,(0) = 0 and A(|g — ky[) < 1/p. Let k)(z) =
ky(n*T (z/n®)), from ,
A(lgn = kp1) < 1/pe. (85)

Let p,(t,z,y) be the sticky Brownian motion transition kernel given in (7). As p,(¢,z,y) =
pp(t,y, ) for every z,y € R,

NP = P < [ [ o) = 50 (e, 9) dy o =
/ngn(y)—k;?(y)l/ﬂgpp(t,:v,y)dxdyz/R}gn(y)—kﬁ(y)\/ﬂ{pp(t,yw)dxdy

< / 10n(9) — K2(9)| dy = M]gn — k2]). (36

From and ,
2
M| Tnlgnl]) < et A Talkp1D- (87)
Thus, from ,
M| Talgnll) ——= 0. (88)
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From , and ,
[nt]

AP = Z /gnanl 2) = gn(n*X 1)) ds SLEENY) (89)

n—oo

From , , and , for every t > 0,

n—o0

N X)L A LX) (90)

If g is a positive function the processes *— Zz[nq gn(n® X iz 1) are non-decreasing with P,-

almost surely, a continuous limit. Thus, from Lemma [2.6] 6, the convergence is locally uniform
in time, in probability. For an arbitrary ¢ satisfying the conditions of Theorem [3.1] let
g=g" — g, where g*(z) = max{g(x),0} and g*(z) = max{—g(z),0}. Then as g* and g~
are both positive function and thus,

[nt] [nt]

—Zgn (n"Xi1) — Mg ") LY (X)), —Zgn

n—o00
=1

1) — Mg )LY(X),  (91)

n—o0

locally uniformly in time, in P,-probability. Using the triangle inequality for the absolute
value and the L*°(0,%)-norm, the locally uniform convergence of in P, -probability is
proven. O

4 The case of sticky SDE solutions

The proof of Theorem works by combining Theorem with Girsanov theorem. In
order to use the latter, one needs a proper path-wise characterization of sticky SDEs. In
Section we prove that a sticky SDEs can be expressed as the solution of a system of the

form —. Section is dedicated to the proof of Theorem .

4.1 Path-wise description of a sticky SDE

In this section, we first prove the existence and uniqueness of the solution of -. The
system ([92))-(93) has no strong solution (see [I2]) as the amount of time they spend at 0 is
random and not entirely determined by the driving Brownian motion. We then prove the
characterization the law of the solution of —. Finally, we prove that any sticky SDE
can be expressed as the unique solution an SDE system of the form —. The latter will
allow us to use path-wise tools on sticky SDEs. Special cases of this are proven in [12] and
[27] for the sticky Brownian motion and Ornstein-Uhlenbeck process with sticky reflection
respectively.

16



Theorem 4.1. We consider the following system
dXt = ,LL(Xt)I]-Xt#O dt + O-(Xt)l]-Xt#O dBt, (92)
Ly, dt = gdLg(X), (93)

where B is a standard Brownian motion, L°(X) is the local time process of X at 0 and (u, o)
are a pair of real-valued functions over 1 that satisfy Condition (1.1). Then, the system

— has a jointly unique weak solution.

Proof. Let (2, (F)¢>0, P) be a probability space, B' a Brownian motion defined on (€2, (F)¢>0, Pz)
and Y be the strong solution of

dY; = u(Y,) dt + o(Y;) dBY, (94)

such that
P.(Yo=0)=1. (95)

Let A and its right-inverse v be the continuous and strictly increasing time-transforms defined
for every ¢t > 0 by

Aty =t + gL?(Y), v(t) = inf {s > 0: A(s) > t}. (96)
Let X and B be the processes defined for every ¢t > 0 by
Xe =Y, (97)

t
Bt - B’:;(t) +/ ILXS:() ng, (98)
0

where B’ is a Brownian motion independent of B'. From (19), for every ¢ > 0,

() t
B%/(t) - /O ]1YS750 dB; - /0' ]le750 dBi(s) (99)

. ¥(t)
A0 = (Bloh = [ Lysads
0

v(t) . v(t) t
= / ]1}/5750((18 + §dL8(Y)) = / ﬂys?go dA(S) = / 1){5750 ds. (100)
0 0 0

Thus,

t

. t
<B)t:<B§(,)+/ nXSZOdB;’)t:/ 1XS¢0ds+/ Ix,—ods =t. (101)
0 0 0
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From Lévy’s characterization (see Theorem 3.16 of [21I]-Chapter 3), B is a standard Brownian

motion. From ,
v(t) ¥(t)
Xi =Y, = / dY, = / Ly, dY
0 0

~(t) ~(t)
_ / Ly, o(Ys) ds + / 1y, 00(Y,) dB!
0 0

(1)

7(t)
— [ b (ds+ 2aziw) + [T 103 dB!
0 0
7(t) y(t) L
— [t dae) + [ 1y 0(v) dB!
0 0
t t
:/ ﬂX#OM(Xs)dSJr/ Lx,200(Xs) dBy,)
0 0
t t
:/ llXS;AOM(Xs)dS‘i‘/ :H-XsséOO-(Xs){dBi(s)+I]—Xs=0dB2}
0 0

t t
- / Tx.cop(X,) ds + / Ly, 200(X,)dB,. (102)
0 0

Moreover,

t t v(t)
/ Lx,=ods = / Ly, =0 dA(v(s)) = / Ly,—o dA(s)
0 0

¥(t) o 0 v(t) 0 P o 0o
:/ Ly, 0(ds+ dL <Y))_5/o ly,—odL2(Y) = 2LW()(Y):§Lt(X). (103)

From (95) and (97), P.(Xo = z) = 1. From (102) and (103), the pair (X;, B)i>o solves
. . proving the ex1stence of a solution.

For the uniqueness, we reset all notations. Let (€, (F;)i>0, Pz) be a probability space,

(X, B)i=0 a solution of (92)-(93) such that P,(X, = z) = 1 and A being the right-inverse
of ¥ which is the time- transform defined for every t > 0 by

t
~(t) = / 1 ods. (104)
0
Let Y be the process defined for every ¢ > 0 by
Y, = XA(t)' (105)

From the definition of Y, P,(Yy = z) = 1. From (03), if L°(X) and L°(Y) are the local
times at 0 of X and Y respectively,

N A(t) ~ A(t)
t=75(A(1)) _/0 L ods = A(t) —/0 lg _ods

LY(Y). (106)



The time-transform A is continuous and strictly increasing, thus 7 is its proper inverse.

From (92),

~ - - Aty Ay N
K:Xg(t) :X0+/0 M(Xs)ﬂ)‘{'s#()ds—'—/o‘ U(Xs)]l)?s;éost

- A A(t)
“%ot [ nE)EG) + [ a(R1g 08,
- o A()
IX0+/ 1(Y5) ds+/ o(Xs)lg 4odBs. (107)
0 0

Let Bl = fOA(t) 1z, .0 dB, where,

- A(t) ~

(B~ [ 10ds =A(A0) =t (108)

0

Thus, @om Levy’s characterization B! is a standard Brownian motion and as détl =
]l?s;éo dBZ(t)v

. . t . t . . . t . t . .
Yt:X0+/ u(Ys)der/ U(Ys)]lf,#ong(s):Xo—i—/ p(Ys)der/ o(V)dBL. (109)
0 0 0 0

Let (Y, BY) be the solution of such that P,(Yy = z) = 1, 7 the right-inverse of A(t) =
t+ 5LY(Y) and X the process such that X; = Y, for every ¢t > 0. From (100 and (104)

y(t) =7(t) and  A(t) = A@), (110)
for every t > 0. From (105 and (T10) and as P(X, = Yy = Yy = ) = 1, almost surely

Yy = Xo = Y50, (111)

for every t > 0. Hence X is uniquely determined by (B}, L)(Y));>o and (92)-(93) has a
O]

unique solution.

Proposition 4.2. If (X, B) is the joint solution of (92)-(93), then X is the (u, o, p)-sticky
SDE solution.

Proof. Let X be the solution of — and v the time transform

t
")/(t) = / 1_)(5750 ds. (112)
0
Moreover, let A be the right-inverse of v and Y the process such that for every t > 0,

Y = Xaw)- (113)
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From (94), (104), (110) and (L11)), the process Y solves (94). From Proposition 2.6 of [28]-

Chapter VII and page 17 of [7], Y is the diffusion process defined through s and m where

[ 2p(u) w 1 2
Jo S , m(dzr) = —————duz. (114)

@) =e 7@ (@)

Then, s(Y') = (s(Y:))¢>0 is a diffusion process on natural scale with speed measure myyy(dz) =

my(s7'(dz)). From Theorem 2.1} there exists a Brownian motion W such that,

s(Yy) = Wiy, for every t >0, (115)
where 7,y)(t) is the right-inverse of Ayy)(t) = [ LY (W)myy)(dy). From and (L15)),
$(Xi) =W, 4 (), for every t > 0. (116)

From ((106)), the right-inverse of v,y (v(%)) is

A(A (1) = Asry (1) + ng‘S(Y)(t) (Y) = Ao (t) + ng(W) = %/RL;?(W)V( dy), (117)

where v(dz) = myy)(dz) + pdo(dz). Thus, from Corollary 2.2 (s(X¢))io is a diffusion
process on natural scale of speed measure m( Y(dz)) + pdo(dx). As s is continuous and
invertible, X is a diffusion process with scale function sx and speed measure myx where

sx(z) = s(x), mx(dz) =m(dx) + pdo(dx) (118)
or a (p, u, 0)-sticky SDE solution. O

Proposition 4.3. Let X be a (i, 0, p)-sticky SDE defined on a probability space (2, {F:}>o0,
Then, there exists a Brownian motion W such that under P,

t t
XtZZL‘—|—/ M(Xs)ﬂxﬁgods—f—/ O'(Xs)ﬂxﬁéodws, (119)
t , 0 0
/ lyx,—gds = 5L?(X). (120)
0
Proof. Let A be the right-inverse of v = [t — f(f 1x,£0ds] and Y the process such that,

Y: = Xaq, (121)

for every t > 0. Let (sx,mx) and (sy,my) be the scale function and speed measure pairs
of X and Y respectively. From ({114]) and (118])

Sy = Sx, my = mx — pdo. (122)
From and ((122)),
z 2 (u) 1 2
sy () = e Ja S , my (dx) = dz. (123)

20
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Thus, from Theorem 3.12 of [28]-Chapter VII, the infinitesimal generator Ly of Y is

Ly f(x) = p(a) () + 50() (@), (124)

for every z € T and f € dom(Ly) where dom(Ly) = C*(I). From Theorem 2.7 of [28]-
Chapter VII, there exists a Brownian motion W' on an extension of (€, {F;}i>0, P.) such
that Y almost surely solves,

dY; = p(Y;) dt + o () AW, (125)
for every ¢t > 0. Let W be the process such that
t

Wy =Wl + / 1x,—odW?. (126)
0

From and ((101)) and Lévy’s characterization, W is a standard Brownian motion. From
(94), (104), (110) and (111)), (X, W) jointly solve (119)-(120). O

4.2 Proof of Theorem 1.2

Lemma 4.4 (Sticky Girsanov). Let (2, (F)i>0, P) be a probability space and X the process
that solves

dXt = M(Xt)]lXt#U dt -+ O'(Xt)]lxt7é0 dBt, (127)
Tx,_odt = gdLg’(X), (128)
where B is a P-Brownian motion. Let 6 be a processes such that P(fOT 0sds < o00) =1, £(0)

the process such that

t 1 t
£,(0) = exp (/ 0,dB, — 5/ 0 ds), (129)
0 0

for every t > 0 and Q the probability measure such that dQ = &,(0)dP. Then, if Ep is the
expectancy under P and Ep (&(9)) =1, the process X solves

dX; = ((Xe) + 0:0(X0) Lg, o dt + 0(X;)Lg, Lo dB, (130)

Ig—odt = gdL?(X), (131)
where ét =B, — fot O, ds is a standard Brownian motion under Q.

Proof. Let X be the the solution of (127)-(128)), v the time-change (t) = f(f Ix,20ds
for every t > 0, A its right-inverse and Y = (Xaq))i>0. Let B be the process defined by
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Et =B —fot 0, ds for every t > 0. Then, from Theorem 6.3 of [24], B is a standard Brownian
motion under Q and the probability measures P and Q are equivalent. By substitution,

dX; = ((Xy) + 0,0(X)) Lx, 0 dt + 0(X;) L, 20 ABy. (132)

Moreover, since: the local time L?(X) and the quadratic variation (X); are defined as limits
in probability, P ~ Q and

t t
(X), = / Ly, 0dt =t — / Lx,—odt (133)
0 0

Thus, (128) holds also under Q and X solves ([130))-(131]).
[l

Lemma 4.5 (Sticky Ito formula). Let X be a process defined on a probability space (2, (Ft)i>o0, Pz)
such that P.(Xo=z) =1 and

dXt = ,U/(Xt)l].xﬁgg dt + O'(Xt)]lxt;,go dBt, (134)
1y, dt = gdL?(X), (135)

where B is a (2, (Fi)i>0, Pz)-standard Brownian motion. Then, for every real valued C*

function f such that f(0) =0 and f'(0) # 0, the process f(X) = (f(X:))0 is solution of

df(Xe) = <f/(Xt):u(Xt>%f/I(Xt>02<Xt)> Ix,20dt + f/(Xt>‘7<Xt)]lXt;é0 dB, (136)

L= dt = /(0)5 dZO(F(X)) (137)
and P, (f(Xo) = f(z)) = 1.
Proof. The process X is a semi-martingale as,

t t
Xt = X() + / H(XS)II-XS;éO ds + / O'(XS)]]_XﬂgQ dBS, (138)
0 0

where fot 1(Xs)Lx,20ds is a process of bounded variation and f(f 0(Xs)1x,20dB;s is a local
martingale. Thus, we may apply the standard Ito formula for f € C?*(R),

AF(X) = /(X0 dXe + 5" (X) d(X), =
= <f/(Xt)M(Xt) + %f//(Xt)ff?(Xt)) Ly, 20 dt + f/(Xe)o (X)) Lx,20 By, (139)

thus proving ((136)). Lemma and ((135)) yield ([137]), thus the result is proven.
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Proof (of Theorem . We suppose there exists a § > 0 such that
§ <o(x)<1/9, o’ (x)| < 1/0, (140)

for every z € I. From Proposition [£.3] there exists a Brownian motion B such that (X, B)
jointly solves

dXt = ,LL(Xt)I]_XﬁéO dt + O'(Xt)l]_XﬁéO ch (141)
Iy,_odt = gdLg(X). (142)

Let Q, be the probability measure such that dQ, = £(X);dP, where

£(X); = exp (/t 0,dB, — %/t 0 ds>, (143)
o (X)
0, = o'(X,) — Z(Xt)' (144)

From Lemma , (X, B) jointly solve

1 ~
dX,; = §U(Xt>0'/(Xt)ﬂXt¢0 dt + o(X;)Lx,20dB;, (145)

Ly, dt = g dLO(X), (146)

where B = B, — fg 0sds is a standard Brownian motion under Q,. Let S be the function
defined for every z € R by
|
S(x) = / —dy. 147
(@) o o(y) (147)

We observe that S is strictly increasing and S(0) = 0. Thus, from ([136)-(137]), the process
X" = (5(Xt))t>0 solves

| 10'(X,)

dx’/ = dX, — - 22 (X)), = Ly dB,. 14
Foo(Xy) ) o?(Xy) (X0 XiF0 S (148)
Iy dt = #}0) dLO(X7). (149)

From Proposition [4.2, X’ is a sticky Brownian motion of parameter p > 0. Let U and Ty be
the functions defined for every x € R by

Uw) = S @), Tola) = T(U) (150)
Then,
' (S @)y o(x) " g (ST @)\ o) ST )\ o (2)
Tya) =T (0) )m 7 =7 (0) )02(0) +7( (0) )0(0)' (151)



From , and , for every x € R,
To(0) =T(0) =0, (152)

T3(0) =77(0) = 1, (153)
€d/o(0) < Ty(x) < 1/edo(0), (154)

(155)

73] < I el /*0) 4 Tl o/ (0) € s (5 +1) (055

Thus, Ty satisfies (7)) for ez, = €6(c(0) A 1/5(0)) and from Theorem [3.1| and (148)-(149),
n—oo

o M
%Zgn[To] (naX,%) — Mg) LY (X"), (156)

locally, uniformly in time, in Q,-probability, where g,[To)(z) = g(n*To(z/n®)). From (150)
and since

gn[To)(nz) = g(n"To(z)) = g(n"T(U(x))) = gu[T](U(z)) (157)
we get
- Zgn (1°X 1) — A(G)LAX), 158)

locally, uniformly in time, in Qx—probabﬂlty. From , the local time is defined as a limit in
probability. Thus, from ((158) and as P, ~ Q

x?

—Zgn (n°Xizx) — M) LY(X), (159)

n—oo

locally, uniformly in time, in P, -probability. From Lemma 2.4 LY(X)/o(0) is a version of
LY(X'). Thus, since we supposed - @D is proven in the case of bounded o, 1/0 and o’
and from section 2-5 of [17], the proof is extended to any o € C. O

5 Proof of Corollary

From , the occupation/local time ratio is the stickiness parameter. Thus having an
estimation of the two aforementioned quantities that does not require the knowledge of p
allow us to use the ratio as a consistent estimator. We first show that the occupation time can
be consistently approximated by a Riemann sum. Then, we use it along with Theorem
to prove Corollary [1.3]

Lemma 5.1. Let X be a semi-martingale and A°(X) be its occupation time of 0 defined for
everyt > 0 by

t
A(X) = / Ty ds. (160)
0
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Then,

- E Iy —o—— AYX), (161)
n i—1 n
locally uniformly in time, in probability.

Proof. As both t + 1 ZZ 11x, -0 and AY%(X) are increasing processes, with the same

argument as in the proof of Theorem 3.1} it suffices to prove the convergence in probability
for each t > 0. If ) > 0 and € > 0 are two positive numbers,

]
Q‘Zﬂx =0 — AY(X )|>5)
[nt] 1 [nt
=P, (|_ZIUX = |<e _ﬁz 0<|X,-_1|<6—A?(X)| >5>
(4] : [nt]
<{_ZH\X 1|<6_A0 "’_‘_ZHOQX 1|<6‘ >5>

[nt] [nt] 5

<|—Zﬂo<\x e > 5) 4P (12 > Ui 40| > 5) (162

From for h(x) = Lo<jg|<c and as Z[nt] % < 2v/nt,

[nt] [nt] [nt]

Zno<,x 1|<E) - ZE X)) < QEK\/_Z—<4EK\/_ (163)

Thus, from Markov’s inequality,

nt]
( [Z Loix,y 1< > ) 86K\[ (164)
We consider the following functions:
d(z) = (2 — |2))li<ja)<2 + Ljzj<as (165)
Y(x) = 2(1 — |2]) Los<ej<1 + Lizj<0.5- (166)
The functions ¢ and v are both continuous and bounded with compact support and
Y(x) < Ljgjar < o(2). (167)
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The composed function ¢(X;) and ¥ (X;) are both a.s. continuous functions of ¢, hence a.s.
Riemann integrable. Thus,

[nt] t 1

1 1

H;dg)ﬂ;) puvady O(-X,)ds os)
[nt] t

1 1 .

E;Q/J(EX’;I) m . ¢(EXS) ds (169)

From Lebesgue convergence theorem both [ ¢(1X,)ds and [, ¢(X,)ds converge to A)(X)
as € = 0. Thus for each 6 > 0 there exists an € > 0 such that

[ni]

, 1

Py-limsup - Z; L, e < AYX) + 6, (170)
)

P,-lim inf ~ z; L, 1< 2 AYX) + 4. (171)

Thus, for each § > 0 there exists an ¢y > 0 such that
[nt]

1 5
Ps (|5;ﬂxil<e—A?(X)\ > 5) — 0. (172)

n—o0

n

From ([162)), (164) and (172]), for each ¢ > 0 by choosing ¢ = € in (164)) , there exists a
0 > 0 such that

[n1]

0 <limsupP, (%Z Ix,
n i=1 n

10— AY(X)| > 6) < 4eKVE (173)

Thus, %Zyﬂ lx,  —o converges in probability to A?(X). From (??), A?(X) admits almost

surely a continuous version. Thus, from Lemma [2.6] (161]) is proven. O

Proof (of Corollary[1.5). We consider that we are on the event £ = {LY(X) > 0}. By
integrating we observe that

AN(X) = gLS(X). (174)
Thus,
L£={LYX) >0} ={A%X) > 0}. (175)
From @[} and ,
A/mEfte = 49(X)

\

(n/0) S g(no X r) 1 (M) o (0) ZR(X)

(176)
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On the event £, both terms in the ratio on the right-hand side of (176]) are strictly positive.
As such, the ratio is a well-defined real-valued random variable. Thus, from (174) we get

on L. O]

6 Numerical experiments

In this section, we present numerical simulations to assess the asymptotic behavior of the
local time approximation @D and the stickiness parameter estimator . We simulate
trajectories of an approximation process of the sticky Brownian motion of parameter p,
we then compare the stickiness parameter estimations with the true value of p. For
the numerical simulations we use the Space-time Markov chain approximation or STMCA
Algorithm [2]. This algorithm uses grid-valued random walks to approximate the law of any
general diffusion process. The STMCA Algorithm is particularly adapted to our problematic
as:

e [t is well suited for the simulation of sticky singular one-dimensional diffusions.

e By suitable choice of the grid, we can control the amount of path-observations of X
observed through the test function ¢ in . In particular, for grids that satisfy the
condition in Corollary 2.5 of [2], the convergence speed of the STMCA algorithm is
optimal. Thus, if one increases the precision of such a grid g around 0, we approximate
accurately X with g-valued STMCA random walks and feed more path-observations

to the statistic 7™M in (I77).

The statistic: Let X be a sticky Brownian motion of parameter p, g the function defined
for every z € R by g(z) = Li<js<5/8 and a € (0,1/2). From (9), and (1)), the statistics

o 0t S xS
O(x) .= " o xp @(y) .o 277 T
TV(X) = — 29(n X{,) and TP(X) =~ % (177)

converge to LY(X) and p respectively uniformly in time, in probability. We use the latter
statistic as proxy to assess the properties of the local time approximation.

The grid: In the simulations we use the grid:

g,(h) = {0y u{£uzh);jeN}, (178)
where z¢(h) = 0 and {x;(h)},en is recursively defined for every j € N by:

1
$](h> = xjfl(h) + <h2 + h(l - m)) ]1|1"j_1|<1 + h]l|mj_1‘21. (179)
j—

lzj 1] + 1
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Figure 1: Stickiness parameter estimations histograms. (true value p = 1)

Simulation results

In this section we present Monte Carlo simulation results. The integer Ny will be the Monte
Carlo simulation size. For every j < Ny we simulate the path of an approximation process
X;. To assess the quality of each Monte Carlo estimation we use the following metrics:

° (ﬁMC,ngC,GMC): Monte Carlo estimation, variance and standard deviation of the
estimated stickiness parameters,

e acc: average number of path-values observed by g, i.e

1 NMC 1 n
acc = NMC le ﬁ ; ]]_g(Xgi—l)/nﬁéO’ (180)

e rej: percentage of trajectories where the local time estimation equals 0, i.e

o [nt]

. : n o i
reJ:#{jSNMC:?Zg(n Xf_il):()}. (181)
i=1 "

Within each of the following tables we use the same simulated STMCA trajectories of the
sticky Brownian motion of parameter p = 1:
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a n PyC SZo oMC acc rej/Nuc
0.6 20000 | 1.04379 0.14514 0.380973 0.0121671 | 0/1000
0.6 40000 | 1.02967 0.03178 0.178288 0.0079693 | 0/1000
0.6 100000 | 1.00135 0.01592 0.126199 0.0046799 | 0/1000
0.6 300000 | 1.00638 0.00850 0.092235 0.0023960 | 0/1000

Table 1: Simulation results for fixed o and different values of n.

a n pMC S oMe acc rej/Nuc
0.3 100000 | 1.28303 0.66712 0.81677 0.126344 | 0/2000
0.4 100000 | 1.12398 0.38812 0.62299 0.043843 | 0/2000
0.5 100000 | 1.04014 0.09153 0.30253 0.014309 | 0/2000
0.6 100000 | 1.01083* 0.04976* 0.22307* 0.004598* | 1/2000
0.7 100000 | 1.06961* 0.14296* 0.37810* 0.001367* | 13/2000
0.8 100000 | 1.01483* 0.12386* 0.35194* 0.000467* | 23/2000

Table 2: Simulation results for fixed n and different values of a. Estimation with an asterisk
were performed removing the trajectories with 7, T(LI)(X )=20

«Q n pMC 5?/10 oMe acc rej/Nuc
0.55536 20000 | 1.04813 0.094319 0.307115 0.0190297 | 0/1000
0.519033 40000 | 1.04893 0.095243 0.308616 0.0190053 | 0/1000
0.477724 100000 | 1.04946 0.100884 0.317623 0.0190204 | 0/1000
0.436109 300000 | 1.04931 0.096736 0.311024 0.0190139 | 0/1000

Table 3: Simulation results for (n, «) satisfying logn = 5.5/a.

Observations

We observe the following:

e The higher the value of a € (0, 1), the lower the estimated variance and the better the
approximation of the local time,

e Also, the higher the «, the more the trajectory of X” is inflated and the less things
are observed through ¢g. Thus, having a finite set of path-wise observations of X”, one
must find an o € (0, 1) large enough to trigger the asymptotic regime of (6] and low
enough so we do not dump too much path-wise observations.

e In Table |3| we see that for a fixed ¢ > 0, every (n, a) such that logn = ¢/« yield the
same Monte Carlo variance. This relation can be guessed from and @,
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e The convergence () seems to hold for a € [1/2,1), valued not covered by Theorem [L.2]
We thus conjecture the following:

Conjecture 6.1. Theorem holds for any o € (0,1) and the rate of convergence of both
(11) and @D are increasing in terms of a.
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