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Consider a system of N parallel single-server queues with unit-exponen-
tial service time distribution and a single dispatcher where tasks arrive as a
Poisson process of rate A(N). When a task arrives, the dispatcher assigns it
to one of the servers according to the Join-the-Shortest Queue (JSQ) policy.
Eschenfeldt and Gamarnik (Math. Oper. Res. 43 (2018) 867-886) identified
a novel limiting diffusion process that arises as the weak-limit of the ap-
propriately scaled occupancy measure of the system under the JSQ policy
in the Halfin—Whitt regime, where (N — )L(N))/\/N — B >0as N —> oo.
The analysis of this diffusion goes beyond the state of the art techniques,
and even proving its ergodicity is nontrivial, and was left as an open ques-
tion. Recently, exploiting a generator expansion framework via the Stein’s
method, Braverman (2018) established its exponential ergodicity, and adapt-
ing a regenerative approach, Banerjee and Mukherjee (Ann. Appl. Probab. 29
(2018) 1262-1309) analyzed the tail properties of the stationary distribution
and path fluctuations of the diffusion.

However, the analysis of the bulk behavior of the stationary distribution,
namely, the moments, remained intractable until this work. In this paper, we
perform a thorough analysis of the bulk behavior of the stationary distribu-
tion of the diffusion process, and discover that it exhibits different qualitative
behavior, depending on the value of the heavy-traffic parameter . Moreover,
we obtain precise asymptotic laws of the centered and scaled steady-state
distribution, as B tends to 0 and co. Of particular interest, we also establish
a certain intermittency phenomena in the § — oo regime and a surprising
distributional convergence result in the § — 0 regime.

CONTENTS

Introduction ... L 81
1.1. Background and motivation . . . . . . . . . . ... e e 81
1.2. Key contributions and our approach . . . . . . . .. ... L 82
1.3. Organization and notation . . . . . . . . . . . ... e 83

S Mainresults . ... L 84
2.1. Large-p regime and asymptotiCs . . . . . . . . . oL e e e e 84
2.2. Small-B regime and asymptotiCs . . . . . . . . . ... e e 85

. Brief overview of the regenerative approach . . . . . . . .. ... ... L 86
. Analysisinthe large-Bregime . . . . . . . . .. L e 88
4.1. Hitting time eStimates . . . . . . . . o o vttt e e e e e e e e e e 88
4.2. Bounds on the inter-regeneration times . . . . . . . ... ... L 90
4.2.1. Proofof theupperbound . . . . . ... .. .. ... 90

4.2.2. Proofof thelowerbound . . ... ... .. .. .. .. ... 94

43. Proofsof themainresults . . . . . .. .. ... ... 95

. Analysisinthe small-Bregime . . . . ... ... ... e 100

Received September 2018; revised February 2019.

MSC2010 subject classifications. Primary 60K25, 60J60; secondary 60K05, 60H20.
Key words and phrases. Join the shortest queue, diffusion limit, steady-state analysis, local time, nonelliptic

diffusion, Halfin—Whitt regime, regenerative processes.

80


http://www.imstat.org/aap/
https://doi.org/10.1214/19-AAP1496
http://www.imstat.org
mailto:sayan@email.unc.edu
mailto:debankur.mukherjee@isye.gatech.edu
http://www.ams.org/mathscinet/msc/msc2010.html

JSQ DIFFUSION LIMIT IN HALFIN-WHITT REGIME 81

5.1. Hitting time estimates . . . . . . . . . . .. e e e e 100
5.2. Bounds on the inter-regeneration imes . . . . . . . . . . . ottt 102
5.3. Proofsof the mainresults . . . . . ... ... .. ... 106
Appendix A: Summary of required known auxiliary results . . . . . . ... .o Lo L oL L 111
Appendix B: Proofs of hitting time estimates in the large-8 regime . . . . .. ... ... ... ... .... 112
Appendix C: Proof of Lemma 4.6 . . . . . . . . .. . L 124
Appendix D: Proofs of hitting time estimates in the small-g regime . . . . ... ... ... ... ...... 131
Appendix E: Proof of Lemma 5.6 . . . . . . .. .. 140
References . . . . . . . . . e 143

1. Introduction.

1.1. Background and motivation. For any 8 > 0, consider the following diffusion pro-
cess with state space (—o00, 0] x (0, 00):

t
QMO=&®Hﬂ5W®—&+AC&Mﬂ+Qwﬂﬁ—Mm
(1.1) .
Qﬂo=me+Lur1£mew

for t > 0, where W is the standard Brownian motion, L is the unique nondecreasing non-
negative process in Dp[0, oo) satisfying fooo 1i0,)<01dL(t) = 0 and (Q1(0), Q2(0)) €
(=00, 0] x [0, 00). In this paper, we consider the stationary distribution of the above dif-
fusion process. In particular, we analyze the bulk behavior of the steady state for all fixed 8
sufficiently large and small, and identify its scaling behavior as 8 — 0 and § — oo.

In the context of task allocation in many-server systems, the diffusion process in (1.1)
arises as the weak limit of the sequence of scaled occupancy measures of systems under the
classical Join-the-Shortest Queue (JSQ) policy, as the system size (number of servers in the
system) becomes large. Specifically, consider a system with N parallel identical single-server
queues and a single dispatcher. Tasks with unit-mean exponential service requirements arrive
at the dispatcher as a Poisson process of rate A(/N), and are instantaneously forwarded to one
of the servers with the shortest queue length (ties are broken arbitrarily). For # > 0, let

Q" (1) =(0Y (). 0) ®....)

denote the system occupancy measure, where QlN (t) is the number of servers under the JSQ
policy with a queue length of i or larger, at time ¢, including the possible task in service,
i =1,2,.... Note that due to exchangeability of the servers and the Markovian service re-
quirements, Q" () is a Markov process. In fact, it can also be seen that if A(N) < N (i.e., load
per server A(N)/N is less than 1), then QV is positive recurrent and has a unique stationary
distribution. Now consider an asymptotic regime where the number of servers grows large,
and additionally assume that

N — A(N)
VN

for some positive coefficient B > 0, that is, the load per server approaches unity as 1 — 8/+/N.
In terms of the aggregate traffic load and total service capacity, this scaling corresponds to the
so-called Halfin—Whitt heavy-traffic regime which was introduced in the seminal paper [12]
and has been extensively studied since. The set-up in [12], as well as the numerous model
extensions in the literature (see [8-10, 12, 23-25], and the references therein), primarily
considered a single centralized queue and server pool (M/M/N), rather than a scenario with
parallel queues. Eschenfeldt and Gamarnik [7] initiated the study of the scaling behavior

— B asN—> o0
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for parallel-server systems in the Halfin—Whitt heavy-traffic regime. Define the centered and
scaled system occupancy measures as Qv = (Q{V (1), szv (1),...), with

- N-07 (0 N OF @)
oOfY()=-——F"—<0, 0)="==20, i=23,....
! JN : JN
The reason why Q{V (?) is centered around N while QIN (t),i =2,...,arenot, is because the

fraction of servers at time ¢ with a queue length of exactly one tends to 1, whereas the fraction
of servers with a queue length of two or more tends to zero as N — oo. For each fixed N,
QY is a positive recurrent continuous time Markov chain, and has a stationary distribution
as t — oo. Denote by Q" (c0) a random variable distributed as the steady state of the pro-
cess QN(I). Assuming (QfV(O))izl — (0i(0)));>1 with Q;(0) =0 for i > 3, it was shown
by Eschenfeldt and Gamarnik [7] that on any finite time interval [0, T], the sequence of pro-
cesses {(Q{V(t), Qév(t), .. .)}o<t<T converges weakly to the limit {(Q1(¢), Q2(¢), .. )}o<i<T>
where (Q1, Q») is given by (1.1) and Q;(-) = 0 fori > 3. Subsequently, a broad class of other
schemes were shown to exhibit the same scaling behavior in this regime [17-19]. See [22]
for a recent survey.

In all the above works, the convergence of the scaled occupancy measure was estab-
lished in the transient regime on any finite time interval. Long time asymptotic properties
of the new diffusion process in (1.1) thus discovered in [7] is technically hard to analyze.
In fact, even establishing its ergodicity is nontrivial and was left as an open question in
[7]. The tightness of the diffusion-scaled occupancy measure under the JSQ policy, expo-
nential ergodicity of the diffusion process and the interchange of limits were established by
Braverman [4] via a sophisticated generator expansion framework using the Stein’s method.
There it was shown that the steady state of the N-server system Q" (c0) converges weakly to
(Q1(00), 02(00),0,0,...) as N — 0o, where (Q1(00), 02(c0)) is distributed as the steady
state of the diffusion process (Q1, Q2). Thus, the steady state of the diffusion process in
(1.1) captures the asymptotic behavior of large-scale systems under the JSQ policy. Recently,
Banerjee and Mukherjee [3] considered the tail asymptotics of (Q1(o0), Q2(c0)), and estab-
lished that for each fixed 8 > 0, Q1(c0) has a Gaussian tail and Q;(o0) has an exponential
tail. A high-level heuristic for such tail behavior is that for any fixed 8 > 0, when —Q; is
large enough, it behaves as an Ornstein—Uhlenbeck (OU) process (giving rise to the Gaussian
tail for Q1), and when Q> is large it behaves as a Brownian motion with a negative drift (giv-
ing rise to the exponential tail for Q»). However, in order to characterize the bulk behavior
of the stationary distribution, such as its mean, one needs precise control over the diffusion
paths not only when — Q1 or Q> is large, but also near the origin.

1.2. Key contributions and our approach. In this paper, we perform a thorough analysis
of the bulk behavior of the stationary distribution and, quite surprisingly, find that its qualita-
tive behavior is sensitive to the heavy-traffic parameter 8. In particular, we show that

e <Eq(Q2(00)) <&
for all large enough 8 and
C1™! <Ex(Q2(00)) = C2p7"

for all small enough 8, where C1, C; are positive constants that do not depend on 8. More-
over, (O, exhibits an intermittency phenomenon for large B in the sense that most of the

. . . c*p2 .
steady-state mass of Q7 is concentrated in the region (0, e~ / ), that is,

* 2
P(Q2(c0) > e’ ) <e PP,
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for positive constants C*, D (that do not depend on ). However, as we just saw, the expected
value decays only exponentially in 2. This indicates that in the steady-state dynamics, Q2
usually remains very close to zero, but in the rare events when it becomes large, it takes a
long time to become small again. A more detailed discussion on this behavior is given in
Remark 1. We also show that Q1(0c0) + 8 converges weakly to a standard normal distribution
and Q»(o0) converges to zero in L? for any p > 0 as § — oo. Furthermore, as 8 — 0, the
random variable 8 (0>(c0) converges weakly to a Gamma(2) distribution (i.e., sum of two
independent unit-mean exponential random variables) and Q1(o0) converges to zero in L”
for any p > 0. The distributional convergence result for 8 Q»(0c0) is quite surprising, and
reveals an important feature about large-scale parallel-server systems, namely, although JSQ
achieves economies of scale in the Halfin—Whitt regime, it is a factor 2 worse compared to the
completely pooled (or centralized queueing) system. This is further discussed in Remark 3.

Understanding bulk behavior of stationary distributions of diffusion processes has always
been a challenging problem, and the current article is one of the few papers where such
precise characterization of the bulk behavior has been possible. State-of-the-art probabilistic
tools to analyze stationary distributions [1, 5, 6, 11] identify a large enough “small set” in
the state space along with a Lyapunov-type drift criterion which gives good control on the
exponential moments of return times to the small set [16]. These exponential moment bounds
translate to exponential ergodicity as well as exponential tail bounds for the stationary mea-
sure. However, this approach sheds little light on the behavior of the diffusion paths inside
the small set, which essentially determines the bulk behavior of the stationary distribution. In
this article, we achieve control inside the small set by exploiting an idea of using the theory
of regenerative processes, which was introduced in [3] (see Chapter 10 of [21], also [2], for
its usage in a somewhat related scenario). In this approach, we identify regeneration times in
the diffusion path (random times when the diffusion starts afresh, see Section 3 for further
details) and performing a detailed analysis of the excursions between two successive regener-
ation times. A key idea used in the analysis and control of these excursions is to define various
stopping times and bound them by the hitting times of some (reflected) Brownian motion with
appropriate drift or (reflected) OU process, which are analytically more tractable. The con-
struction of these bounding processes depends on understanding the specific dynamics of the
process in different parts of the state space, and in particular, on whether the heavy-traffic
parameter § is large or small. The hitting time estimates provide key insights into how the
behavior of the process changes depending on the value of 8. Consequently, we uncover the
sensitivity of the stationary distribution on B.

1.3. Organization and notation. The rest of the article is arranged as follows. In Sec-
tion 2, we state the main results. Section 3 contains a brief overview of the regenerative
approach as introduced in [3]. The proofs of the main results in the large-8 regime is pre-
sented in Section 4, while proofs of many intermediate lemmas in this regime are deferred
until Appendices B and C. The proofs of the main results in the small-8 regime is presented
in Section 5, while proofs of many intermediate lemmas in this regime are deferred till Ap-
pendices D and E.

For any two real numbers x, y, we denote by x vV y and x A y, max{x, y} and min{x, y},
respectively. We adopt the usual notation to describe asymptotic comparisons: For two func-
tions f,g:N— R, wesay f(n) =0(gn)), Q2(gn)),O(g(n)), o(g(n)), and w(g(n)) if for
some fixed positive constants c; and c3, f(n) <c1g(n), f(n) > crg(n), cogn) < f(n) <
c1g(n), f(n)/g(n) > 0asn— oo, and f(n)/gn) — oo/as n — 00, respectively. Conver-

’

e ) - c P, )
gence in distribution and in probability are denoted by “— ’ and “—,” respectively.
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2. Main results. In this section, we will state the main results and discuss their ram-
ifications. Recall the diffusion process {(Q1(¢), Q2(¢))};>0 defined by equation (1.1). As
mentioned in the Introduction, it is known [4] that for any 8 > 0, (Q1, Q) is an ergodic
continuous-time Markov process. Let (Q1(00), Q2(00)) denote a random variable distributed
as the unique stationary distribution & of the process. In Sections 2.1 and 2.2, we will con-
sider 7 for all B large and small enough, respectively.

2.1. Large-f regime and asymptotics. All the results stated in this subsection are proved
in Section 4.3. Our first main result concerns the steady state of 0>. As we will see, although
the tail of the steady state of O decays exponentially and the exponent is linear in 8, the
prefactor decays exponentially in 82.

THEOREM 2.1. There exist Bo > 1 and positive constants Cfr, C;, C .G, .C, Gy,

_ 82
such that for all B > Bo and y > 4Be™C1 2 f ,

_ctg? 1 P
7(Q2(00) 2 y) = Cfe™2F (Hlog(E)l[ysﬁ—l])e P,

_ l _
7(Q2(00) 2 y) = Ce™ ﬁz(l + 1°g<ﬁ_>l[y<,3—u)e‘cz By,
y <
In particular, for any p > 0, Q2(00) converges in LP to zero as B — o0.

Theorem 2.1 gives detailed characterization of the shape of the stationary distribution of
0». It not only captures the tail behavior, but also characterizes the distribution near zero.
It is worthwhile to point out that Theorem 2.1 provides several key insights that cannot be
captured by only the tail asymptotics. Consequently, the value of y for which the tail behav-
ior kicks in and the precise form of the prefactor in the tail probabilities become crucial in
understanding the bulk behavior of the steady state of Q;. This is elaborated in Remark 1
below.

REMARK 1 (Condensation of steady state and intermittency). Observe that Theorem 2.1
can be used to obtain sharp bounds on the steady-state mean of Q». In fact, it shows that
despite having an exponentially decaying tail, Q> (oc) exhibits a condensation of steady-state

mass, namely, most of the steady-state mass of Q; is concentrated in the region (0, e_ecﬂz)
although the mean is of the order of e=C'P? (where C, C’ are positive constants not depending
on B). This indicates an intermittency phenomenon, that is, at most times, Q> is very close to
zero, but in the rare occasions when Q; gets to an appreciable positive level, it takes a while
to get back to near zero. From a high level, this can be understood as follows. First, note that
for any 8 > 0, E(Q(0c0)) = —pB, that is, Q1 fluctuates around — 8. Also, when Q5 is small,
Q1 behaves as an OU process with mean reverting toward — . Now, when § is large, usually

0> is very small (of order e_eCﬂZ), and the rare occasions when Q> gets to an appreciable
positive level are precisely the times when Q; hits 0 and gathers some local time. In turn,
this can be thought of as hitting times of an OU process to level 8, which is exponential in
B2. Further, since the rate of decrease of Q» is proportional to itself, whenever Q> becomes

. . . . cp? .
much higher than usual it takes exponentially long time to return to the level e~ ”" . This
explains the condensation and intermittency of Q5.

The observations in Remark 1 are formalized in the following corollary. We will use E,
to denote the expectation with respect to the stationary distribution 7.
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COROLLARY 2.2. There exist Bo > 1 and positive constants C1, C2, C*, D such that for
all B > Bo,

e < Er(Q2(00)) e O,

*p2
7(02(00) = e ") <& PP,

From Theorem 2.1 and Corollary 2.2, it is clear that in the large-f regime, O spends
most times near zero and (1.1) indicates that during these times, Q1 + B behaves like an
Ornstein—Uhlenbeck process reflected downwards at 8. So, we would expect Q1 + B to have
a steady-state distribution close to a standard Gaussian for large 8. We formalize this notion
by proving in Theorem 2.4 that Q(oc0) + B converges in distribution to the standard normal
distribution as 8 — oo. Proposition 2.3 provides moment bounds for Q1(co), which is of
independent interest. Proposition 2.3 will be used to prove Theorem 2.4.

PROPOSITION 2.3. Foranyn > 1,
limsup E ((Q1(00) 4 B)*") < co.

B—o00

THEOREM 2.4. As 8 — o0, Q1(00) + B converges weakly to the standard normal dis-
tribution.

2.2. Small-B regime and asymptotics. Note that when O, is small, Q| behaves like a
reflected OU process but when Q> is large, it increases the drift of Q| toward zero, and
hence Q1 behaves roughly like a reflected Brownian motion with a large drift. As indicated
by Theorem 2.5 below, Q> has steady-state mean of the order of !, and hence, it spends
considerable time taking large values, which draws Q; toward zero. This is also reflected
by the fact that the steady-state mean of Q1 is —B. The technical challenge that arises is to
patch up the different behaviors of Q; for small and large Q> and to produce an estimate that
unifies these effects. We achieve this in Theorem 2.6 where we provide an upper bound on the
steady-state upper tails of —Q; as a mixture of a Gaussian (from the OU behavior for small
0») and an exponential with mean /B (from the reflected “Brownian motion with drift”
behavior for large Q7). Theorems 2.5 and 2.6 will be crucial in proving the distributional
convergence result for Q> (co) in Theorem 2.7, namely 8 Q2 (0c0) converges in distribution to
Gamma(2) as 8 — 0. All the results stated in this subsection are proved in Section 5.3.

THEOREM 2.5. There exist positive constants My, CS1+, CSZ’L, Csl_, Csz_, By such that
forall B < B and all y > 8Myp~",

Clme P < m(Qa(00) = y) < Clte C7AY.

In particular,

B

Theorem 2.5 should be contrasted with Corollary 2.2 in terms of the dependence on § in
the small-8 regime. Note how the dependence of the prefactor on S crucially governs the
bulk behavior. Unlike the large- 8 regime, the steady-state expectation of Q5 tends to depend
inversely on S.

The next theorem bounds the lower tail of Q(c0). As mentioned earlier, it captures the
two effects Gaussian and exponential, rising from the dynamics when Q> is small and large,
respectively.

(csl—e—scsMo

Cs1+)1
Csi

>E < Er(Q2(00) = (840 + o



86 S. BANERIJEE AND D. MUKHERJEE

THEOREM 2.6. There exist B € (0, 1), and positive constants R, C, C', C" such that
orall B < B}y and all x > 2/4,
0

_(x—28)2 -C' %
7(Q1(00) = —x) = C(B e 4 B2 V)1 p1a oyt

—C"x2
te T L kg

In particular, for everyn > 0, E; (|Q1(c0)|*) = 0 as B — 0.

The moment bounds obtained from Theorems 2.5 and 2.6 along with the application of
1t6’s formula leads to a somewhat surprising distributional convergence result as stated in the
next theorem.

THEOREM 2.7. As 8 — 0, the law of B Q2(00) converges weakly to a Gamma(2) distri-
bution, whose density is given by f(x) =xe ™, x > 0.

REMARK 2 (8 thresholds for small and large B regimes). It is a natural and important
question to ask how large 8 needs to be for the “large 8 regime” to actually manifest itself,
and similarly for the “small g regime.” Although we can obtain some thresholds for 8 from
the methods in the current article by making explicit choices of the bounds on 8 required in
our calculations and keeping track of these bounds, we believe that the obtained values will
not be optimal. Figure 1 gives numerical simulations for —Q1(oc0) and Q> (co) for different
values of 8 and visually depicts how the steady-state behavior changes as 8 varies. All the
figures in Figure 1 are obtained by simulating sample paths of (Q1(¢), Q2(¢)) and plotting
the histogram of occupancy measures of Q1 and Q- over a time interval of length 1.5 x 10%.
As can be observed, a “transition” occurs from one regime to the other as we vary 8 from 0.1
to 3. Mathematically characterizing these thresholds and studying the “intermediate” regime
is a challenging problem and we leave it as an open question.

REMARK 3 (Comparison with M/M/N). Theorem 2.7 should be contrasted with the cor-
responding result for the centralized queueing system. Let SV (¢) denote the total number of
tasks in an M/M/N system at time ¢. In that case, note that the total number of idle servers
max{N — SV, 0} and the total number of waiting tasks max{S" — N, 0} are comparable to
— Q{V and Qév for the systems under the JSQ policy, respectively. It is known that in case of
M/M/N systems if the arrival rate A(N) scales as in the Halfin—Whitt regime [12], Theorem 2,
then the centered and scaled total number of tasks in the system (SN (1) — N) / VN converges

weakly to a suitable diffusion process {S‘(t)}tzo, and SV (c0) £> S(00), where S(00) is the
steady state of S. As B — 0, [12], Proposition 2, implies that 8S(occ) for the M/M/N queue
converges weakly to a unit-mean exponential distribution. In contrast, Theorems 2.6 and 2.7
shows that B(Q1(c0) + Q2(00)) converges weakly to a Gamma(2) random variable. This
indicates that in the Halfin—Whitt regime, although systems under the JSQ policy and the
M/M/N system have similar order of performance (in the sense that in both cases the total
number of waiting tasks and idle servers scale with ~/N), due to the distributed operation, in
terms of the number of waiting tasks JSQ is a factor 2 worse in expectation than the corre-
sponding centralized system.

3. Brief overview of the regenerative approach. In this section, we recall the regen-
erative approach introduced in [3], which provides a tractable expression for the stationary
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FI1G. 1. Histogram plots for —Q1(c0) (left) and Qo (00) (right) when the value of 8 is small (top), intermediate
(middle), and large (bottom). Observe the condensation of mass phenomenon for the distribution of Q(0c0) when

B=3.

distribution. A stochastic process is called classical regenerative if it starts anew at random
times (called regeneration times), independently of the past. See [21], Chapter 10, for a rigor-
ous treatment of regenerative processes. The regeneration times split the process into renewal
cycles that are independent and identically distributed, except possibly the first cycle. Conse-
quently, the behavior inside a specific renewal cycle characterizes the steady-state behavior.
In order to define the regeneration times, we introduce a few notation:

Ti(z):=inf{r>0: 0;(t) =z}, i=1,2 and o(r):=inf{s>7:Qi(s) =0}.
Now fix any B > 0. For k > 0, define the stopping times
ok+1 = 1inf{r > ap : 02(t) = B},

G.1) |
oot = inf{r > aopq1 1 Qa2(r) =2B},

[1]

k = 02k+2,
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with the convention that g = 0 and E_; = 0. The dependence of B in the above stopping
times is suppressed for convenience in notation, since the value of B will be clear from the
context. For any fixed B > 0, [3], Lemma 3.1, states that the process {Q1(¢), Q2(¢)};>0 is a
classical regenerative process with regeneration times given by {Ey}¢>0. Thus, invoking the
theory of regenerative processes, it can be concluded that the process described by (1.1) has
a unique stationary distribution 7r, which can be represented as

E0.28) (o " 1101 (). 05(s))cA] d5)
Ew,28)(Eop)

(3.2) w(A) =

for any measurable set A C (—o00, 0] x (0, 0o). For convenience, rigorous statement of the
above, along with some other useful results, are included in Appendix A.

4. Analysis in the large-f regime. In this section, we will investigate the behavior of
the stationary distribution in the regime g > B for sufficiently large By, and take B = g~
in (3.1). First, in Section 4.1, we obtain estimates on the expectations of several carefully
chosen hitting times. In Section 4.2, we will provide upper and lower bounds on the expected
inter-regeneration time K ,4-1)(EZ0). Further, the hitting-time results of Section 4.1 will be
used to obtain sharp bounds on the numerator on the right-hand side of (3.2), that is, the
amount of time the process spends on various regions within one renewal cycle. Combining
the results of Sections 4.1 and 4.2, we prove in Section 4.3 the main results for the large-8
regime.

To avoid cumbersome notation, we will use By to denote the lower bound on g for the
assertion of each of the following lemmas to hold (the lower bounds change between lemmas
and a common lower bound is obtained by taking the maximum of these bounds). Also, in
the proofs, we will denote by C, C’ generic positive constants which do not depend on B and
whose values might change from line to line and between steps of calculations.

4.1. Hitting time estimates. We start with a hitting-time estimate for Q> to hit some ® ()
level starting from a larger level y. When Q5 is large, there is a deep interplay between the
rate of decrease of O, and the local time accumulated by Q. Recall that, the rate of decay for
Q> is proportional to itself. However, observe that when Q> >> 8, Q1 has a drift toward zero,
and thus, spends most of the time around 0. This increases the local time process L, which
adds to Q». Due to these two effects, it can be shown that QO roughly behaves as a Brownian
motion with drift — g, and so the expected time taken to hit some ® () level starting from a
larger level y is approximately % The next lemma formalizes the above heuristic.

LEMMA 4.1. There exists Bo > 1, C > 0, such that for all B > o and all y > B /4,

Eo.y)(12(8/4)) < c%.

Now we provide a useful estimate on the hitting time of zero by Q1 when Q1(0) < 0 and
0>(0) is small. From a high level, observe that if 8 is large and Q> is considerably small
(Iess than B/2, say), then Q; experiences a drift toward —f8 whenever it is in the region
[—8 + 02, 0]. Also, the drift is given by —(8 — Q2) + (— Q1) = ©(8). Therefore, hitting
time of zero by Q1, in this case, can be thought of as the hitting time of a Brownian motion
with a negative ® () drift to hit level 8. As a result, for large enough S, the expected hitting
time to 0 can be shown to increase exponentially with B2. The next lemma formalizes the
above intuition.
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LEMMA 4.2. There exists By > 1 and positive constants C1+, Czr , C{, Cy that do not
depend on B such that for all B > By,

+ 52 i 2
(4.1)  sup E(_p.y)(11(0)) <Cfe2?, inf  E_ga.)(r1(0)) > Cre2 P
ve(,p] ye(0,6/2]

Moreover, C;, C; above can be chosen so that for all B > B,

4.2) sup P(fﬂ/ﬁt,y) (Tl 0) < Cl—eCEﬂZ) < Dle_DZﬂz,
ye(0,8/2]

where D1, D, are positive constants that do not depend on .

From the heuristics given before Lemma 4.2, note that when Q, < 8, Q1 mostly stays
away from zero, and hence, the local time process L does not increase appreciably, resulting
in a roughly exponential decay of Q,. Consequently, starting from a suitable ®(8) level
0-(0), the expected time take by Q> to hit a level y < 05(0) is O(log(8/y)). The next
lemma formalizes this.

LEMMA 4.3. There exist positive constants C and By, such that for all fixed B > By the

_ CcT B2
following holds: For all y € [Be 1€ ! , B/4] (Where C|, Cy are the constants appearing
in Lemma 4.2),

B
sup Eo,5)(2(y)) < Clog(—),
zely.B/4] y

It should be noted that in Lemma 4.3, although z, the initial value of 05, can be anything
in the region [y, 8/4], the upper bound of the expected hitting time to y does not depend
on z. By imposing some restriction on the value of z, this can be further improved. This is
achieved in the next lemma.

LEMMA 4.4. There exist positive constants C and By, such that for all fixed B > By the
_ g2
following holds: For any z € [B~", B/4] and any y € [Be™1 e2f , B/81 with z > 2y,

E0,2)(2(y)) < Clog(i),

There is a subtlety in the choice of the value of z in the statement of Lemma 4.4. Note
that it is crucial to have z > ~!. This is because if z <« 87!, Q2 can jump up to a O (8~ 1)
level first (as can be seen by lower bounding the sum Q1(¢) + Q2(¢) by a Brownian motion
with drift — ) and then decrease (roughly exponentially) to hit y. This produces an estimate
of approximately log(1/(By)). An estimate in such a scenario is obtained in the following
lemma, where we obtain an upper bound on the expected amount of time spent by 0> above
a suitable level y < 2/8 before hitting the level 2/8.

LEMMA 4.5. There exist positive constants C and By, such that for all fixed B > By the

_ cTB2
following holds: Forall y € [2Be C1¢7 ! , 2871 (where C, . C5 are the constants appearing

in Lemma 4.2),
»(2p7") 4
Eq,y/2) (/0 110, (5)=y1 ds) = ClOg(@)-
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The next lemma essentially provides an upper bound for the steady-state tail probabil-
ities for Q5 in the region (B~!, c0). It will also be used in bounding the expected inter-
regeneration times E ,4-1)(Eo), as stated in Lemma 4.7.

LEMMA 4.6. There exist positive constants Cr,, C; and By > 1 such that for any fixed
B = Bo the following holds: For all y € [487!, 00),

Po2p-1y(12(y) < 2(B7")) < CLe™CLh.

The proof of Lemma 4.6 relies on some very intricate understanding of the qualitative
behavior of the diffusion process, and follows using several intermediate steps, as further
explained below in Remark 4.

REMARK 4. Observe that from [3] we already know that for any fixed 8 > 0, the steady-
state tail probability 7w (Q2 > y) is upper bounded by C i“e_q Y forall y > B+ R* /B, where
C1, C; and R are positive constants independent of 8. However, it requires a significant
effort to get the tail estimate when y is in the region [8~!, 0c0). This is a crucial step, since
for large values of S, this produces huge improvement in understanding the bulk behavior of
0> (namely, to obtain sharper bounds on the steady-state expectation).

The key challenge stems from the fact that the diffusion process exhibits a different qual-
itative behavior in the region {— Q1 + Q> < B} than in the region {— Q1 + Q> > B}. This
is because in the latter region, when — Q1 + Q5 is large enough, the local time and the drift
acting on Q> result in a net negative linear drift of approximately —g. Lemma A.3 exploits
this linear drift to produce the exponential tail estimate on Q- in the latter region. However,
in the former region, Q1 has a negative drift, and consequently, it does not hit the origin as
often as in the latter region. Thus, with very little increment in the local time, Q, decays
almost exponentially. Hence, a careful analysis is needed to combine the different behaviors
in different regions to obtain a unified tail estimate. Details of the above approach are given
in Appendix C.

Lemmas 4.1-4.5 are proved in Appendix B, and Lemma 4.6 is proved in Appendix C.

4.2. Bounds on the inter-regeneration times. In this section, we state and prove upper
and lower bounds on the expected inter-regeneration times Eq ,5-1)(E0), which will be used
in Section 4.3 to prove the main results.

LEMMA 4.7. There exist By > 0 and positive constants Cy, C, C|, C} (not depending
on B) such that for all B > By,

2 /82
C]CCZﬂ E E(O,Zﬁ_l)(EO) S Ciecz'g .
The rest of this section is devoted in the proof of Lemma 4.7.

4.2.1. Proof of the upper bound. Recall that E¢g = oy where ¢y and «; are as defined in
(3.1) with B = ,3_1. Write a1, —g = inf{r > a1 : Q1(¢) = —B}. Then, using the strong Markov
property,

E2p-1)(@2) = E g 25-1)(@21[e; _g<ar]) +Eg 2p-1)(@21[a; _g>a])

< sup  Epy)(a(2/B) +Eop-1y(@1,—plia; _g<ar))
y€(0,.2871)

4.3) +E25-1(@21[a; _g>as])
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= sup  Epy(n22/B) +Eqop-1)(a1,-p A 2)
y€(0.2871

< sup Epy)(na2/B) +Egop-1)(e1)
ye0.26-1)

+E.25-1) (B, ay).p-1) (11 (=B) A 12(2/B))).

In the rest of the proof of the upper bound, we will prove bounds on the three terms on the
right-hand side of (4.3). From Lemma 4.4, note that for 8 > B sufficiently large,

(44) E(O’Z‘B—l)(a]) < C.
Equations (4.13) and (4.16) provide upper bounds for

E0.26-1) (B0, @).p-1 (11 (=B) A12(2/B))) and ((S)UZI; I)E(—,s,y)(t2(2//3)),
ye I -

respectively. Combining (4.4), (4.13) and (4.16) will complete the proof of the upper bound.
First, we claim the following.

CLAIM 1. Forall B > 0, the following holds:

(4.5) sup E(x.y)(t1(=B) A 12(2/B8)) < CB.
xe[—p,0],y€(0,2871]

PROOF. Note that for s <t < 11(—8) A 12(2/8),
Q1) < Q1(5) +V2(W () — W(s)) + 2871t — 5).
This gives us

inf Py (11(=B) A 12(2/B) < B) = P(V2W(B?) < =38)

XE[_,BsO]wa(O’zﬁil]

>p>0,

where p does not depend on 8, x, y. Thus, for n > 1, by the Markov property applied at time
(n =1,

sup P,y (t1(—=B) A 12(2/B) = np?)
x€[—B,0],ye(0,28~1]
< sup Py (t1(=B) A 12(2/B) = (n — 1) %)
xe[—B,0],ye(0,28~1]
X sup Py (t1(=B) A2a(2/B) = %) < (1 — p)",

x€[-B,01,y€(0,2871]

which implies (4.5). 0O
Next, we will bound E(O,Zﬁ*')(_ 01(ay)).

CLAIM 2. There exists Bo > 1 such that for all B > By,

(4.6) E.2p-1)(—Q1(a1) < CB*.
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PROOF. Take (Q1(0), 02(0)) = (0,28~1). For x > (28)%,
P.25-1)(Q1(1) < —x)
=K 25-1)(Liz;(~x/2)<ay1 Q1 (1) < —X)
< P(O’Z'Bfl)(‘[g(xl/él) <aj)

4.7) + sup Pr/2.)(t1(—x) AT1(0) <log(Bx'/*))

y<xl/4

<Pap1y(2(x'?) <a1) + sup Pyy(71(0) <log(Bx'*))

y<xl/4

+ sup Py, (T1(—x) <log(Bx'/*), 71(—x) < 71(0)),

y<x1/4

where we used the fact that Q,(¢) decreases exponentially for ¢ < 71(0). By Lemma 4.6,
there is B > 1 such that for all 8 > By and all x > (28)%,

(4.8) P(O’Zﬂ_l)(rz(xl/ﬁl) < a]) < Cefc/ﬂx1/4 < Cefc/xl/4'
Now, we estimate sup,, 17+ P /2, (1(0) < log(Bx'/*)). Take (Q1(0), 02(0)) = (—x/2,
y) fory < x4 Fort <11(0),
X t
Q1(t) = -5 V2W (1) — Bt +f0 (—Q1(s) + ye™*) ds.

By Proposition 2.18 of [13], for ¢ < 71(0), Q1(¢) is stochastically bounded above by the
Ornstein—Uhlenbeck process

t
X(1) = _g +V2W (1) +f (xM* — B — X () ds.
0
By the Doob representation of Ornstein—Uhlenbeck processes, we can write
X(1) = —%e_’ F (g1 —e ) e W (e — 1)
for some Brownian motion W. Therefore, for x > (28)* where B > fy for sufficiently large
Po.
1/4 = X —C'x
4.9) sup Py /2,y)(11(0) <log(Bx /")) <P(sup W(r) > 1 <Ce )

y<xl/4 1<x
Recall that for t < 71(0), Q;(t) > Q1(0) + ~/2W (r) — Bt. Thus, for x > (28)*,
sup P/ (t1(—x) <log(Bx'"*), 71(—x) < 11(0))

y§x1/4

(4.10) 51@( inf ﬁW(t)f—%—i—C,Blogx)

t<Clogx

< IP’( inf V2W() < - + cx‘/“logx) <Ce C*,
t<Clogx 2

Thus, combining (4.8), (4.9) and (4.10), we get for By > 1 such that for all 8 > B¢ and all
x> (2%

_ (/174
P.25-1)(Q1(e1) < —x) < Ce Cxm
Consequently, Claim 2 follows. [J
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Note that
E0.26-)(Eg (@.p (T1(=B) A 2(2/B)))
=E025-1)(E0@),p1)(T1(=B) A 22/ B)) 10 (e1)>—p1)
+E0.261)(E0, @), 51 (T1(=B) A 122/ B))1[0; (01)<—$1)

< sup Ex, v (t1(—=B) A12(2/B))
xe[—B,01,y€(0,2871]

+E0.25-1 (B0, @) g1 (11 (=B) A 12(2/B))1[0) (a1)<—$1)

< sup E, v (t1(—=B) A12(2/B))
XE[—ﬁ,O],yE(O’Z/g_l]

+E 0,251 (1101 @) <—1E (0, (@), g1 (71 (=)

By (4.5), SUP,e[—B,0],ye(0,28- ] Eq (Tt (=B)A12(2/B)) < C,Bz. Further, to estimate the sec-
ond term in the right-hand side above, we will make use of the following simple claim.

CLAIM 3. Fixany B8 >0. Foranyx < —8,y >0,
(4.11) Ex.y) (t1(—=B)) < Clog(2+ |x + BI).

PROOF. Note that if (Q(0), 02(0)) = (x,y) where x < —8, then for r < 71(—p),
Q7 (t) = Q1(t) + B is stochastically bounded below by an Ornstein—-Uhlenbeck process

t
X*()=x+B+V2W(@) — / X*(s)ds.
0
From the Doob representation X*(1) = (x + f)e " +e ! W*(e* — 1) (where W* is a standard
Brownian motion), for r > log(2 + |x + B]),
P,y (t1(=B) > 1) < P((x + B) + W*(-) hits zero after time e* — 1)
_ ™ Bl _apyes Ix + Bl
" e Vamss W@y
<Clx+Ble".
This completes the proof of the claim. [J

Note that the statement of Claim 3 is for all 8 > 0 and it will be used subsequently in the
small B regime in Section 5. Now, using Jensen’s inequality, Claim 3, and (4.6),

E0.26-1) (1101 @) <—B1E(0, (@), p-1) (T1 (=)
(4.12) <Egp-1)(log(2+[Q1(a1) + Bl))
<log(2+E5-1,(— Qi) + B) < Clog(2+ C'p*) < Clog .
Thus, we get from (4.5) and (4.12)
(4.13) E 0251 (E (0, @1 (71 (—B) A 12(2/B))) < CB* + Clog B < C'B>.

Next, we will estimate supy¢ g 25-1)E(—p.y)(12(2/8)). Take (Q1(0), 02(0)) = (=8, y),
where y < 287! Define eg = 0 and for k > 0,

€41 =inf{t > ex 1 Q1(1) =0or Qa(t) =287"},

2 = inflt > exy1: Q1(1) = —B or Q2(t) =287"}.
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Let Ne =inf{k > 1: Os(exy) = 2,3_1}. Note that by the expectation upper bound given in
Lemma 4.2 and (4.5),

(4.14) sup  E(_p.y(e2) < CeCP’.
ye(©.2871)

Define S(¢) := Q1(t) + Q2(¢). If (Q1(0), 02(0)) = (0, y) forany y < 2,8*1, note that S(¢) <
Q1(t)+2p7  fort < (2B~") and Q1 (t) = S(t) = +/2W () — Bt for all 7, and hence we get
for g > 2,

i?ﬂf Po.y)(2(287") < 11(—B)) = P(v2W (1) — B hits 287" before — /2)
y<2p~!

1 —e B2
T2 _ P2
> (1-— 6_2)6_2 = pe > 0,

where pe does not depend on . This immediately gives us for k > 1,

(4.15) sup  Pp yyNe > k) < (1 — pe)*.
y€(0,2871

Thus, by (4.14) and (4.15),

o0
sup E(_p.y)(r2(2/B)) = sup E(—ﬂ,w(z 1we:k]ezk>
k=1

y=<2p~! y=2p~!
0
= sup E(—ﬁ,y)(Z(eZk_CZkZ)I[Ne>kl])
y=<2p~! k=1
(4.16) ~
< Z sup  Eg () sup PgyyWNe>k)
k=1y€(0,2871) ye(0,2671
o0
< CeCF 3 (1 - peo)f = €.
k=1

Finally, using (4.4), (4.13) and (4.16) in (4.3), we obtain
! n2
E(o,zﬁfl)(az) =< CieCZ'B )

which yields the upper bound claimed in the lemma.

4.2.2. Proof of the lower bound. By the strong Markov property applied at time inf{r >
a1 Q1(t) =0},

E -1y(ap) = inf Eqgy)(m2 2/3_1
02671 et 0. (12(2877))

> inf  Poy(ti(—=/4) <(287Y) inf  Ega(t1(0)).
st Pont @67) _inf | Ecpran(@(©)

Recall that if (Q1(0), Q2(0)) = (0, y) for any y € (0, 8711, Q2(t) =28~ for some ¢ if and
only if S(t) = 2;3_1. Moreover, y + ﬁW(t) —3B8t/4>S8(t)> Q1(t) forall t < t1(—B/4).
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Thus, for 8 > 2,
sup Py (t1(=B/4) > (2871))

ye(0,871]
< sup Po,y(y+ \fZW(t) — 3t /4 hits 287! before — B/4)
ye(0,871]
| —e 3678 A
<P(V2W(r) — 3Bt /4 hits B! before — B/2) = <e 34,

e3/4 _ o—362/8 =

Combining this with the expectation lower bound in Lemma 4.2, we obtain for all § > g for
sufficiently large B,

— . 2
Eop-n(@2) = (1—e*) inf  Egay)(11(0)) = C1eF,
y€(0,2871]

which yields the lower bound claimed in the lemma.

4.3. Proofs of the main results. Now, we can prove Theorem 2.1 about the detailed be-
havior of the stationary distribution of Q> in the large-8 regime.

PROOF OF THEOREM 2.1. Fix B > f large enough. Recall (3.2) with B = f~!. Both
the proof of the upper bound and the lower bound consist of two cases: (a) when y > 487!

_ cTp2
and (b) when y € [48e=C1¢2" 4g-1).
Proof of the upper bound. (a) Let y > 487!, Then for o, a as defined in (3.1) with

B=p"1,
8o
E(o,z/fs—l)</0 1[Qz(s)zy]ds>

ay
(4.17) =E@251 (fo 110, ()21 dS)
<E@2p 1 (Lmm<ne-m(@B7) —20))
= P(O’zﬂ—l)(l?(y) < TZ(ﬁ_l))E(O,y) (TZ(IB_I)),

where the last step follows from the strong Markov property. For the first term on the right-
hand side of (4.17), note that by Lemma 4.6,

(4.18) Poop1)(2(0) <n2(B7")) < Ce A,

Now, for the second term on the right-hand side of (4.17), we will consider two cases de-
pending on whether y € [487!, /4] or y > 8/4. When y € [48", B/4], by Lemma 4.4,

(4.19) E0.y)(r2(87")) < Clog(By).
For y > /4, note that
E.(2(87"))
(4.20) =E @, (22(B/9) + Eq,y[(0(22(B/D) A2 (B71)) — 22(B/H)]

+E@p[n2(87") = (0 (B/9) An())],
where recall that o () = inf{s > 7 : Q1(s) = 0}. Now, by Lemma 4.1, E,y)(2(8/4)) <
Cy/B. Also, since O, decreases exponentially when Q1 is negative,

Eo.»[(0(2(8/4) A 1a(B7")) — 2(B/4)] < log(8/4).
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Furthermore, by the strong Markov property and Lemma 4.4,
Eop[n2(87") = (0(22(8/4) A r2(871))]

< sup E(o,z)(fz(@,g)_l))
Ze[ﬁ_17,3/4]

< sup Clog(2B8z) < ClOg(ﬂz/z)-
ze[~1,8/4]

Thus, using the above bounds in (4.20) we obtain for y > 8/4,
(4.21) E.(n2(B7")) < C(% +10gﬁ>-

Using (4.18), (4.19) and (4.21) in (4.17), and the lower bound on E ,5-1,(Eo) obtained in
Lemma 4.7, we get for y > 4871,

(4.22) 7(Q2(00) > y) < Cfe~ G F e Ci by
for appropriate choice of C;", C ;r .

_c7p2
(b) Now, consider y € [4Be~ €172 ! ,4B~1). Then

Eo
E(0,2ﬂ1)<0 1[Qz(s)zy]ds>

2

(4.23) = E(o,zﬂ*')(ﬁ()’/“)) +E©,y/4 (/0 10;(5)=y/2] ds)

ccn(}),

where the last step is a consequence of Lemma 4.4 and Lemma 4.5. This, along with the
_ ¢ B2
lower bound on E(o,zﬁfl)(ao) obtained in Lemma 4.7, gives for y € [4/36_61 ez’ ,4,8*1),

8
(4.24) 7(Q2(00) > y) < Cf e F log<ﬁ—>.
y
It is straightforward to check that the upper bound claimed in the theorem follows from (4.22)
and (4.24).
Proof of the lower bound. (a) As before, we will first consider y > B~!. Writing T =
inf{r = ©(2y) : Q2(t) =y},

=
[

0
4.25) E(O,2ﬁ—1)< A 110, (5)=y1 ds) > E25-1) (L 2p)<mr(p-11 (72 — 12(29)))

=P.25-1(1229) < 2(B7))E(0.29) (12(1))-
As 2y > 287!, therefore, by Lemma A 4,
(4.26) Pap-1(22y) <a(B71) = (1 - e—l)e—ﬂ@y—z,s-‘)_

Furthermore, as Q2 () > S(t) > S(0) + ~/2W(¢) — Bt for all ¢, the hitting time of level y
for Q> when (Q1(0), 02(0)) = (0, 2y) is stochastically bounded below by the hitting time
of level y by 2y + ~/2W (r) — Bt. Therefore,

1

y
4.27) E0,2y)(r2(y)) > CE > Cﬁ’
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where C does not depend on g, y. Using (4.25), (4.26) and the upper bound on E(O,2 g1 )(Eo)
obtained in Lemma 4.7, we obtain for y > ,3_1 s
(4.28) 7(Q2(00) > y) = Cye~CaPle=Ca By
for appropriate choice of C; ', C, .

_ cT82
(b) Now we consider y € [4/36_01 e2” ,,B_l). As Q2(1) > Q2(s)e” =) for any0 <s <t,
72(y) = log(2/(By)) (when (Q1(0), Q2(0)) = (0,287 ")). Therefore,

E«),ml)( A 1[Q2(S)>y]ds>

(4.29) = E(Q,Qﬂfl)(OlZ ATa(Y))

2 2 2
>E -1 <a2 Alog(—)) > log<—>IP’ -1 (az > log<—>>.
0,287 By By 0,2871) By

Define the stopping times:
G =inf{t>a;: 01(t) =0},  Ga=inf{t >G: Q(t) = —B/4}.

0> is decreasing on [y, G1] and Q1(¢) < S(¢) < S(Gy) + V2(W (@) = W(GY)) — 3B(t —
G1)/4 fort € [Gy, Ga]. As Q2(t) =27 for some t € [G, G;] if and only if S(r) =281,
therefore, by applying the strong Markov property at G, for any g > 2,

]P(O,zﬁ_l)( sup Q2(t)<2,3_1>z inf P (t1(=B/4) < (287"))
1€[0,G>] z€(0.871)

=
o

> inf ) P0.2)(S(t) hits — /4 before 287")
z€(0,8~

> P(v/2W (t) — 381 /4 hits — B/2 before )

-1 3/4
T o34 _ o368 — z1—em

By applying the strong Markov property at G-, for 8 > B for sufficiently large B9 > 1,

2
P —1 <012 > log<—))
0,267 By

2
= P(o,25—1)< sup 0r(1) <28 L ar —Gy > 10g<5>)

[0,G2]

> IP’(0,2,3—1)<t€?(;lp 02(1) < 2,3_1)

G2]
. 2
X ze(ol,g,gfl)P(_’m’Z) <T1 ©0) > log<5>)
(4.30)
> (1 — 6_3/4) inf  P_g4,z (‘L’] 0) > Cl_ec;ﬂz)

z€(0,28~1)
sy > ape et

(as
(1—e 3% (1 —Die ™) (by (4.2))

v

v

1 _
Sl—e e 4.
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From (4.29) and (4.30), we obtain

Eo 2
E - f 1 ds> >Clo <—>,
0,28 1)( 0 [Q2(s)=Y] g By

which, along with the upper bound on the expectation of the renewal time obtained in

_cp2
Lemma 4.7, gives us for y € [48e=C1 ¢ ’ B,

- 2
(4.31) 7(02(00) > y) = Cre™ 2 F° 1og(—).
By
It is straightforward to check that the lower bound claimed in the theorem follows from (4.28)
and (4.31). The L? convergence claimed in the theorem is immediate from the upper bound.
O

PROOF OF COROLLARY 2.2. From the lower bound in Theorem 2.1,

00 _ _ Ce G _
Er (Q2(00)) 2[ Cre P e Cby gy = <71 © )e—Cz B
B! G, B
which proves the lower bound on the expectation of Q;(c0). To get the upper bound, we will
first prove the condensation result. Note that from the upper bound in Theorem 2.1, it is clear
that if we pick a positive constant C* (not depending on $) such that

+ 42 —g2
e—ec*ﬂ2 > (213—16—ec2’6 /2) v (4[36—Cl_eczﬂ )’

then for all B > B sufficiently large,
*p2
7(02(00) > e ") <2CHe G2,

This, in turn, gives the upper bound on the expectation using the upper bound in Theorem 2.1
as follows:

efec*ﬂz

’371
B (03(00)) < /O 7(Q2(00) > y) dy + / e 1(02(00) = y) dy

o0
+/ﬂ_1 7(Q2(00) = y) dy
; +o—CF +a—CF
< _eC 52 + 2C1 € 2 e_cé“ﬂl/z Cl € 2 )e_cjﬂz’

=° B ( ) B

which proves the upper bound on the expectation. [

PROOF OF PROPOSITION 2.3. [Initiate the diffusion process at stationarity, that is,
(01(0), 02(0)) is distributed as the steady-state distribution 7. To avoid more notation, we
will use E; to also denote the expectation operator corresponding to the law of the stationary
diffusion process on the path space with initial distribution . For any n > 1, applying It6’s
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formula to (Q(¢) + B)**, we obtain

(010 +B)" = (@100 + ) +20v2 [ (0165) + "~ aw )
—2n fot(Q1<s>+ﬁ)2” ds
(4.32) +2n /Ot(Ql(S)+,3)2n_lQ2(s)ds
" /Ot(Ql(s) + ) dL(s)

+2n(2n — 1)/(:(Q1(S) +ﬂ)2n_2ds.

By [3], Theorem 2.1, for any B > 0, 7 has an exponential tail in Q> and a Gaussian
tail in Qp, and hence, for any m,n > 1, E;(]Q1(0)|"*|Q2(0)]"*)) < oo. From this ob-
servation, we conclude that the local martingale fé O'1'(s)Q%(s)dW (s) has a finite ex-
pected quadratic variation for each ¢ and thus, by [20], page 73, Corollary 3, it is indeed
a true martingale having zero expectation for each ¢. Further, note that the times of in-
crease of L are precisely the times s when Q1(s) = 0 and, therefore, we can replace the
integral 2n fé(Ql(s) + ﬁ)z”_ldL(s) above by 2n fé ﬂZ”_IdL(s). Moreover, as the ini-
tial distribution is the stationary distribution &, for any integers k,/ > 0 and any ¢ > 0,
Er((Q1(t) + B 02(H))) =E ((Q1(0) + B)* 02(0)!). Thus, taking expectation with respect
to E; in (4.32) and applying Fubini’s theorem, we obtain for any 8 > 0, ¢ > 0,

—2nE(Q1(0) + B)% + 21E ((01(0) + 8) ' 02(0))

- Er(L(t
+2n(2n — 1)En(Q1(O) + ,B)Zn 2 _ 2}1,32”_1 JT(t ( )) —0.

Note that L(¢) > 0 for all + > 0. Moreover, as Q(t) + 8 < p and 2n — 1 is odd, (Q1(¢) +
B)?"~! < g2~ Using these observations and Corollary 2.2 in the above equation,

20E (Q100) + B)™" < 2nB¥ ' (Q2(0)) +2n(2n — 1)E- (Q1(0) + B)** >

< e OB 4 an 20 — 1DEx (01(0) + B)" 2.

The lemma now follows by induction. [

PROOF OF THEOREM 2.4. For cleaner notation, we will suppress the dependence of the
stationary distribution on 8.

We will use the method of moments. For any n > 0, the 2n-th moment of the standard
normal distribution is given by m3, = % and (2n + 1)-moment is m3, | = 0. Thus, this
distribution has moderately growing moments (i.e., m); < AC"n! for some A, C > 0 and all
integers n > 1) in the sense of Definition 2.51 of [14]. By [14], Theorem 2.56, it suffices to
prove that forall n > 1, Ex ((Q1(00) + B)") — m}; as B — oo.

As before, let the diffusion process start at stationarity, that is, (Q1(0), Q2(0)) is dis-
tributed as the stationary distribution 7. For any n > 2, applying Itd’s formula to (Q1(¢) +
B)", taking expectation with respect to [E,, and then applying Fubini’s theorem as in the
proof of Proposition 2.3 above, we obtain for any 8 > 0, t > 0,

—nEx(Q1(0) + B)" + nEx ((Q1(0) + B)" ' 02(0))

(4.33) po1 Ex (L)

+n(n—DE-(01(0) + )" > —np t O
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From the evolution equation of Q»(t), it readily follows that for any ¢ > 0,
Er(L(1) _
t
From this observation and Corollary 2.2,
n1 Ex (L(1))
t

By Proposition 2.3, there is o > 0 such that for all 8 > By, the following holds: for each n >
2, there is C;, > 0 not depending on $ such that E ((Q;(0) + B2 < C, . Moreover, from
the upper tail estimate in Theorem 2.1, E, (Q%(O)) — 0 as B — oo. Using these observations
along with the Cauchy—Schwarz inequality, we have

E(]Q10) + B]" ' 02(0)) < (B ((Q1(0) + B)*" %) /*(E, 053(0))"/*

—0 asp — oo.

T (QZ(O))

(4.34) np < nﬂ”_le_cﬂs2 —-0 aspB— oo.

(4.35)

We proceed by induction. It follows readily from the evolution equation of Q1(¢) + Q2(t)
that £, (Q1(0) + B) = 0. Hence using induction along with (4.34) and (4.35) in (4.33), we
conclude that for each n > 0, limg_, oo E7 ((Q1(0) + B)?"*1) exists and equals zero. Using
n =2 in (4.33) along with (4.34) and (4.35), it follows that limg_, oo E7 ((Q1(0) + B)?) exists
and equals 2. Using this and induction along with (4.34) and (4.35) in (4.33), we conclude
that for each n > 1, limg_, o0 E; ((Q1(0) + B)>") exists and equals m3, , completing the proof
of the theorem. [

5. Analysis in the small-f regime. In this section, we will investigate the behavior of
the stationary distribution in the regime when 8 < g for sufficiently small By. For any such
fixed B, take B =2MyB~! in (3.1), where Mo = c’1 is a fixed constant (independent of )
that appears in Lemma A.1. As in the large-8 regime in Section 4, our analysis in the small-8
regime relies on several key hitting time estimates. We state these results on hitting times in
Section 5.1. In Section 5.2, we will provide upper and lower bounds in the expected inter-
regeneration time [ 434 5-1)(E0). The hitting-time results of Sections 5.1 will be used to
obtain sharp bounds on the numerator on the right-hand side of (3.2), that is, the amount of
time the process spends on various regions within one renewal cycle. Combining the results
of Sections 5.1 and 5.2, we prove in Section 5.3 the main results for the small-8 regime.

As before, we will use fg to denote the upper bound on g for the assertion of each of the
following lemmas to hold (specific upper bounds change between lemmas and a common
upper bound is obtained by taking the minimum of these bounds). Also, in the proofs, C, C’,
C”, C1, C, will represent generic positive constants that do not depend on 8 whose values
will change between steps and from line to line.

5.1. Hitting time estimates. As mentioned in Section 2.2, the main challenge in this
regime is to patch up the different behaviors of Q; for small and large values of Q>. We
record the following estimates, which describe these different behaviors individually.

LEMMA 5.1. There exist By € (0, 1) and positive constant C, such that the following
hold for all fixed B € (0, Bo]. For every x > 2,81/4,

»(2p~1?%) s/4 —(—B)/8
sup o,y </ 10, (s)<—x] dS) <Cp"e ™ :
O<y=p~1/2 0

Lemma 5.1 captures the behavior of Q1 when Q> < 2,8_1/ 2. In this region, O behaves

like a reflected Ornstein—Uhlenbeck process resulting in the Gaussian exponent in the bound.
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LEMMA 5.2. There exist By € (0, 1) and positive constants C, C’, such that the following
hold for all fixed B € (0, Bo]. For every x > 28,

X

©@Mop™") 4
E<o,4Moﬂ')<f0 1[Q1(s>§—x]d5) =Cxp7e " 7.

Lemma 5.2 considers the region when Q> is large, namely ©(8~"). In this region, Q1 be-
haves roughly like a reflected Brownian motion with drift —8~!, resulting in the exponential

_C'x .
decay of the tail, that is, e €% term in the bound.

LEMMA 5.3. There exist By € (0, 1) and positive constants C, C’, such that the following
hold for all fixed B € (0, Bol. For every x > 21/2,

(B A0 @M s —C'
sup E(O,y) </ l[Ql(s)f—x] ds) <Cxp e VB,
B=12<y<2Mop~! 0

Lemma 5.3 patches up the behavior in the region where Q5 is O(8~!/?) with the behavior
where Q5 is ©(87!). The resulting bound we obtain decays exponentially in x//B.

Recall that o () = inf{s > ¢ : Q1(s) = 0}. The next two lemmas give estimates for the time
spent by Q1 below some negative threshold before Q1 hits zero, for the regions where Q5 is
O(B~Y?) and Q; is O(B~1), respectively.

LEMMA 5.4.  There exist By € (0, 1) and positive constants C, C', such that the following
hold for all fixed B € (0, Bol. For every x > 481/2,

E (( G(Q('B_I/Z)) 1 ds |1
su 0, / — S) -1/2 -1 )
,s—l/zgyfli o O\ [ g1y Q1= [22(871/) <12 (4Mop )]

<C(B72e VB fem 2P,

LEMMA 5.5. There exist By € (0, 1) and positive constants C, C’, such that the following
hold for all fixed B € (0, Bo). For every x > 48,

o (2(2MoB™")) d _C'E g2
E(0,4M0/3_1)</ B 1[Q1(s)§—x]ds> <C(B™%e " 7 e T,
©(2MoB~)

Lemmas 5.1-5.5 will be combined to compute upper and lower bounds on the expected
regeneration times and to estimate the expected time spent by Q; below —x between two
successive regeneration times, for any x > 2/31/ 4. These, in turn, will be used to estimate
m(Q1(c0) < —x) using the expression given in (3.2).

The next lemma supplies a key technical estimate by giving an upper bound on the proba-
bility of Q, hitting a positive level y > 8MoB~! between two successive renewal times.

LEMMA 5.6. There exist positive constants Dy, Dg, My, Bo such that for all B < B,
P(()AMOﬂ—l)(Tz(Y) < 752(2M0,3_1)) = DSe_DSﬂys y= 8MO,3_1-

REMARK 5. Observe that Lemma 5.6 is a major improvement over [3], Lemma 5.3
(see the statement in Lemma A.3). In Lemma A.3, a similar tail-bound is given for y >
B~ 'log B~!. Lemma 5.6 extends this tail bound for all y in the region [®(8~"), c0). This
extension is crucial in capturing the behavior of the stationary distribution near the steady-
state mean of Q,, which, as we will prove, is of order ® (8 -1,

Appendix D is devoted to the proofs of Lemmas 5.1-5.5, and Lemma 5.6 is proved in
Appendix E.
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5.2. Bounds on the inter-regeneration times. In this section, we state and prove upper
and lower bounds on the expected inter-regeneration times g 47, 5-1)(E0), which will be
used in Section 5.3 to prove the main results.

LEMMA 5.7. There exist positive constants E1, E», Bo such that for all fixed B < By,

E; —
p =< E(0,4M0§—1)(C‘40) =<

2
F.

Lemma 5.7 should be contrasted with Lemma 4.7, where the expected inter-regeneration
time grows exponentially with A2, instead of inverse-quadratically when 8 is small.

PROOF OF LEMMA 5.7.  Let (Q1(0), 02(0)) = (0, 4MyB~"). Recall that E¢g = a» where
o1 and o are as defined in (3.1) with B = 2MyB —1 The proof consists of two main parts:
(i) First, we establish upper and lower bounds on the expected value of «, and (ii) Next,
we obtain an upper bound on the expected value of oy — «1. As we will see, since the lower
bound for oy matches with that of E¢ as stated in the lemma, this will complete the proof.

(i) Upper and lower bounds for a1. As Q»(t) > S(t) > S(0) + ﬁW(t) — Bt forall t >0,
o stochastically dominates the hitting time of level 2MyB~! by a Brownian motion with
drift — B starting from 4MoB~". Therefore,

C
(51) ]E(OAMOﬁ—l)(Oll) > E
From part (ii) of Lemma A.1, for 8 small enough to ensure 3MoB~! > 1 and for t > CS~2,
Po.amop—1y (1 > 1) <Pg apop-1) (yg Qa(s) > Moﬁfl)

< ch(exp(—=chB7H113) +exp(—chB%t) + B2 exp(—cht))
for positive constants C, ¢, ¢ not depending on S. Using this bound, we obtain

/

0 C
(52) E(OA_MOﬂ—l)(Ol]) :A ]P)(O,4M0ﬂ*1)(0‘1 > t) dt < @

(i) Upper bound for oy — a1. The proof follows the similar notation and arguments as in
the proof of Lemma 4.7. Recall a,—g = inf{t > a; : Q1(t) = —pB}. Then by repeating the
computation exactly along the lines of (4.3), we have

Eo.4myp-1) (2 — a1)

(5.3) < sup Ecpy(n@dMp"))
' ye(0,4Mop~1)

+E 0411051 (B0, (e 210p 1 (71 (=B) A 22 (4MoS 1))

In the rest of the proof, we will estimate the two expectation on the right-hand side of (5.3).
We start with SUP e (0,4MpB~") E(_ﬂ,y)(tz(4Moﬁ_1)). Take any y € (0, 4M0ﬂ_1) and set the
starting configuration as (Q1(0), 02(0)) = (—8, y). Recall S(t) = Q(t) + Q2 (¢). Define the
following stopping times: So = 0 and for k > 0:

Sopr1 = infr > Sy = S(1) =4Mop~ " or S(r) < —p71},
Soy2 = inflt > Spy1 : S() =4Mop~ " or S(t) = —B}.
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Let Ns =inf{k > 0: S(Sa+1) =4MoB~'}. As S(t) > S(0) +2W(t) — Bt forall ¢ > 0, for
any k >0and g <271/2,
P(_ﬂ,y)( sup  S(r) > 4M0,3_1)
1€[Sok,Sok+1]
> P(v2W (1) — Bt hits (4Mo + 1)~ before — (28)7")
1— e—l/2

=————F——>==p>0
AMo+l 12 P

using the fact that the scale function for \/EW(I) —PBtiss(x) = eP*, where p does not depend
on B, y. This immediately gives us

PpyWNszn) <(1—p)", nx=1,
which implies

(5.4) sup  Eg,y)(Ns) <Cy.
y€(0,4Mop~h)

To estimate E(_g, y)(S1), observe that for n > 1,
P p.)(S1 = np™?)
<Epy (1[Slz(n—l)ﬂ_2]

x osup Py(S() <4Mop~ forall 1 € [0, 572))
(5.5) xe[-p~".0,
ye(0.4Mop™"]

=Ecpy (1[51z(n—l)ﬁ—Z]P<tS<11£(*/§W(f) — Bt) < (4Mo + 1),3_1))

=P p)(S1 = (n—1)B2)(1 —e @MoFD) < (] — = @UMoFDy?

where the last step follows by induction. This gives us

o0
IE(—/S,y)(Sl) :/0 P(_,s,y)(Sl >1)dt
(5.6) = 2
=i+ 21P<—ﬁ,y)(51 >nB™%) < ek
n=

where C’ does not depend on B, y. For r < 71(0), Q7(t) = Q1(t) + B is stochastically
bounded below by an Ornstein—Uhlenbeck process

X*(t)=01(00)+8 +V2W () — /Oz X*(s)ds,

which has the Doob representation X*(¢) = (Q1(0) + B)e™" + e 'W*(e* — 1) (where W*
is a standard Brownian motion). Furthermore, note that if Q;(0) < 4M0/3_1, then for all
t < r2(4M0,B_1), 01(t) =Sk — 4M0/3_1. From these facts, it is straightforward to check
that S — S is stochastically dominated by the hitting time of level —8 by the Ornstein—
Uhlenbeck process X* defined above taking Q1(0) = —(4My+ 1) ,8_', and hence,

4

C
(5.7 E gy (S2—381) < 5
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where C” does not depend on B, y. Combining (5.7) and (5.6), we obtain

(5.8) sup Ep,y»(S) < 2
Ye©.4Mop~") B

Therefore, using (5.4), (5.8) and the strong Markov property,

sup  E_gy)(r2(4Mop™"))
ye(0.4Mop1)

= sup  Epy)(Sang+1)
y€(0,4MoB~1)

= sup  Egy)(Sang+2)
y€(0,4MoB~1)
(5.9)

9]
= sup E(_ﬁ,y)<2(52j+2 - SZj)l[st./'])

ye€(0,4MoB~1) j=0

o
= sup E(ﬂ,w(Zl[stj] sup E(ﬂ,z)(52>>
ye0.4Mop1) =0 2€(0.4Mop ™)

C1Cy
= sup Eg,1)(52) sup E—g,y)(Ns) < —5—.
Ve(0,4Mop1) Ve(0,4Mop1) P

Now we estimate E(0,4M0,3_1)(E(Ql((xl)szO/S_l)(tl (—,8) AN T2(4M0ﬂ_1))) Observe that
-1
E0.amop—1) B0, @) 2m0p-1) (T1(=B) A T2 (4MoB 7))

(5.10) < sup Ee.y) (t1(=B) A 12(4MoB "))
x€[—B,0],ye(0,4MoB~1)
+E.amop-1 (1101 @) <—B1E0, (@1). 2005~ (T1(=B)))-
Writing for n > 1

sup Pe.y) (T1(=B) A T2(4MoB™") = np~?)
[—B.0],y€(0,4MoB~1)

< sup E-p.y) (l[n (—BIATIEMoB~ )= (n—1)B2]
x€[—p,0],y€(0,4MpB~1)
x sup P(c.y) (S(t) < 4Mop~" forall 1 € [0, 572))
€[—8,01,ye(0,4Mpp~!
and following the computations in (5.5)and (5.6), we obtain
C3
(5.11) sup E(x y)(fl( B) A ‘L’2(4M0,3 )) =7
xe[—B,0],ye(0,4Mop~)) B

Therefore, to complete the proof of the upper bound of E g 45s,4-1) (2 — 1), we need to
estimate the second term on the right-hand side of (5.10). From Clalm (3), note that for any
x<—B,y>0,

IE(x,y) (Tl (_/3)) =< ClOg(Z + |x + ,Bl)
Thus, by Jensen’s inequality,

E0.4m08-1) (1101 @) <—B1E(Q, (@), 51 (T1(=B)))
(512) EE(0’4M0571)(10g(2+ |Q1(Ol1)+,3|))
<log(2+E apyp-1)(— Q1)) + B).
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Thus, we need an estimate on IE(O’ AMoB—1) (—Q1(wr1)). Following the calculations in (4.7), we
obtain for x > (8MyB8~H*,

Po.amep-1)(Q1(a1) < —x)

B /4
<P (7 X174 <ay)+ sup Py, (‘El(O)SIO < ))
5.13) ©0.4mop—1 (2(x %) <) ysxrl’M (—x/2,3) o

Bxl/4
+ sup P(_x/z,y) (‘[1(—)6) < 10g< ), TI(—=x) <711 (0))
y<xl/4 2]WO

From Lemma 5.6, we obtain C, C’, By > 0 such that for all 8 < By and all x > (8Mop~ )%,

R4
Po.ampp-1) (T2(x"*) < 1) < Ce™ P

By exactly the same argument used in deriving (4.9) and (4.10), we obtain constants C, C’,
B” such that for all 8 < ” and all x > (8 MyB~1)*,

up P_ ( 0) <1 ( 1/4>> <C C'x
S 2, T] (o) €
P F(=x/2.y) g 2Mo

y<xl/4

and

ﬁx1/4 —C'x
sup Px/2,y)| T1(—=x) <log ,T1(=x) <11(0) | < Ce
y<xl/4 2Mo

Using the above three bounds in (5.13), we obtain 8” > 0 such that for all 8 < 8 and all
x = (8Mop~ ",

1/4
Po.amp—1)(Q1(a1) < —x) < Ce —C'px

which implies

0 C
(5.14) E(0,4M0ﬂ—1)(_Q1(a1)) :/0 IP)(0,41\/10ﬂ—1)(Q1(051) = —X) dx < ,B_j'

Using (5.14) in (5.12),

(5.15) E0,.am0-1) (101 @) <~BIE @, @),5-1) (71 (=B))) = log(2+ 5 ﬂ)
Using (5.11) and (5.15) in (5.10), we obtain B > 0 such that for all 8 < ;,
E0,am08-1) (B0, (@), 2M0/3*1)(T1(_/3) A12(4Mop™)))

C Cs

=+ log<2 + ﬁ)

ﬂ B4 B
Using (5.9) and (5.16) in (5.3), we obtain Sy > 0 such that for all 8 < B,

(5.16)

Ce
(5.17) Eo,4mpp-1y (02 —a1) < ik

(5.1), (5.2) and (5.17) together prove the lemma. [
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5.3. Proofs of the main results.

PROOF OF THEOREM 2.5. As before, we will use Theorem A.2 with B = 2MyB~!. To
prove the upper bound on the stationary probability, observe that for y > 8 MyB~",

E(0,4Moﬁ—1>(o 1[Qz(s>zy]dS)

[e3]
(5.18) =E.4mp8-1) ( fo 110(5)=y] dS)
< Eamop ) Nnny<ra2mop-1) (2(2MoB™") = 12(»)))

=P.amop-1)(12(3) < 2(2MoB™"))E 0,y (12(2MoB™)).

From Lemma 5.6, there exist positive constants Dg, D, Mo, fo such that for all g < By,
y=8Mop~",

From part (ii) of Lemma A.1 and recalling that Mo = ¢ and choosing 8 small enough such
that 6MoB~! > 1, we obtain for r > ¢ ((y Mo’g ) v g2,

P,y (12(2MoB™") > 1)

<Pyo,y) (inf Q2(s) > Mop™")

Eo

<d (exp(—céﬂ_z/Stl/S) + exp(—c/zﬂzt) + B2 exp(—cht))

for positive constants ¢/, c5, 3, ¢ not depending on . From this, we obtain

00 C
(5.20) E(ovy)(‘tz(ZMoﬁ_l)) :/0 P, y) (7:2(2M0,3_]) > t) dt < Fy,
where C does not depend on f, y. Using (5.19) and (5.20) in (5.18),
Eo Cy
(5.21) E(OAMOﬁ_I)(/O 1005231 ds> < DS?ye DBy

From Lemma 5.7,

Eq
(5.22) E(o 4MoB~ l)(uo)_ 132

Using the estimates (5.21) and (5.22) in the representation (3.2) of the stationary distribution,
we obtain

D<sC oy _
ﬂ(Qz(w)Zy)S%lyﬂe Dsby vy >8MyB~!

which proves the upper bound on the stationary probability claimed in the theorem. To prove
the lower bound, note that for y > SMO,B , writing Tz inf{t > 1o (2y) : Q2(t) =y},

-
=

Eo
E(OAMoﬂ')( A 1[Q2(S)zy]ds)

o
(5.23) > B amop1) ( fo 1105(5)=2y] dS)
> B amop—) (Lry2p) <ma2atop—11 (12 — 12(29)))
=Po anop-1) (12(2Y) < 22MoB™ ")) E0.29) (12(1)).-
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From Lemma A .4, taking B = ZMO,B_I,
P o.anmpp-1 (2(y) < 12(2MoB "))
> (1 - e—zMo)e—ﬂ(y—4Moﬂ*1), y>4Mop~".

Recall that Q,(¢) > S(¢r) > S(0) + V2W (1) — Bt for all ¢+ > 0. Therefore, if the starting con-
figuration is (Q1(0), 02(0)) = (0, 2y), 72(y) is stochastically lower bounded by the hitting
time of level —y by the process (\/QW(t) — Bt)>0. This implies

(5.24)

C'y
(5.25) E0,2y)(12(y)) > 5
for some constant C” not depending on y, B. Using (5.24) and (5.25) in (5.23),
Eo C’
(5.26) E(O 4Mop~1) (/ 1[Q2(S)2y] ds) > (e4M() _ eZM())Fye—ﬂy'
’ 0

From Lemma 5.7,
= E2
(527) E(0,4M0’3—1)(C‘40) < ﬁ
Using (5.26) and (5.27) in the representation (3.2) of the stationary distribution, we obtain
(C4M0 o eZMO)C/
E>

which proves the lower bound on the stationary probability claimed in the theorem. The
bounds on the expectation follow from the probability bounds upon noting the following:

ype ¥,y >8Myp™!

7(Q2(00) > y) >

[e%e} Csl—e—gcg_M()
Be(0200) 2 [ 7(Qs(o0) 2 )y 2 S
1 00 clHy1
Br(02(00)) < 8Mop ™ + | o m(02(00) 2 y)dy = (80+ c3+)E' .

PROOF OF THEOREM 2.6. From [3], Theorem 2.1, and its proof, we know that
there exist constants R, C,C” > 0 and By > 0, such that for all 8 < By and all x >

glog(%), 7(Q1(00) < —x) < CeC", Thus, it suffices to prove that 7 (Q(c0) < —x) <
C (B 428718 4 g2~ C'TF) for all x > 281/4.

As mentioned earlier, in the proof, C, C’ will denote generic positive constants whose
values do not depend on §, x and might change from line to line. Take any § < By, where By

is minimum over all By’s given in Lemmas 5.1-5.5. Define the stopping time A_; = inf{r >
2 (2MoB~ 1Y) s either {Q2(r) < B~V2, Q1(t) =0} or Q»(r) =4MoB~'}. We can write

Eo
IE(O741V10/3_1) </0 L0, (s)<—x] ds)

Ay
= E(Oy“Moﬂ’l) (./0 10 (s)<-x1ds

-
[

0
(5.28) +10,a_)<p-112] /A 10 (s)<—x] dS>
-1

Ay
<E.amp8-1) </0 110 (s)<—x] dS>

n(EMop~")
+ sup  Eq,y (/ 110 (s)<—x] dS>-
0<y<p~1/2 0
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Note that
Ay
E<0,4Moﬂ1>(/0 1[(Q1(S)<—x]ds>
nQ2Mop~ )
=E.4m0-1) (/0 10 (s)<—x] dS>
(529) B ( U(Tz(ZMoﬂ_l))l p
. + -1 f _ S)
408D\ |, 2ag05-1) [(Q1(s)<—x]

+Eo.4m08-1) <1[Qz(a(rz(zMoﬁ—l)))>ﬂ—1/2]

o (B )AT @My
<
o

1 < ds).
. [(Q1(s)=—x]

By Lemmas 5.2 and 5.5, for any x > 48,

2Mop™ )
E(0,4Moﬂ‘1)(/0 10 (s)<—x] ds)

-1
(5.30) </0(72(2M0ﬂ ) )
+E -1 1 s)<—x1ds
0,4Mop~") QMo [(Qi(s)=—x]

<C(pleCF pem ),
By Lemmas 5.3 and 5.4, for any x > 48'/2,

Eo.am0p-1) (1[Qz(a(rz(zMoﬂ—1>>>>ﬁ—1/2]
o (@B VAT (dMep™)

<

o

1 ) <— ds>
(n(2MpB~1)) [(Q1(s)<—x]

LBV A(EMB™Y
< sup E.y) </0 10 (s)<—x] dS)
(5.31) B1/2<y<2Mop~!

E o (%) . p
+ sup o, )((f [(Q1(s)<—x] S)
pireyompt o \\JoE1) =

X 1[rz<ﬁ—1/2><rz<4Moﬁ—1)])
< (B2 CVF 4274,
Using (5.30) and (5.31) in (5.29), we obtain for any x > 4,81/2,

A 4 —C' X e 2
(5.32) E(OAMoﬂ—')(fo 1[<Q1(s)s—x]dS)SC(ﬁ e VB pem TN,

Now we estimate the second term appearing on the right-hand side of (5.28). With any starting
configuration (Q1(0), Q2(0)) = (0, y) where y € (0, B~!/2], define the stopping times Ag =
0 and for k > 0,

A1 = inflt > Agg s Qa(t) =2871/2),
Adkto = inf{t > Agyy s either {Q2(t) < B7Y2, 01(r) =0} or
Q2 (1) =4Mop™"}.
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Let Ny =inf{k > 1: Q2(Ax) =4MoB~"}. From Lemma 5.1, for any x > 281/4,

Ay
sup  Eo,y) (/ 10, (s)<—x] dS>
O<y<p~1/2 0

w2~ _S/4 —(—B)/8
= sup E(O’y)(‘/‘ l[Ql(s)g—x]dS> <CB /e x—p /.
0<y<p=1/2 0

(5.33)

From Lemmas 5.3 and 5.4, for any x > 2;31/2,

Ar
sup o,y ( / 110, (s)<—x] dS)
0<y<p=1/? Al

n(B~V A (@MB™Y
<E-12 (/0 110, (s)<—x] ds)

o(22(87'1%)
+E.2p-112) ((Lz(ﬁl/z) Li@iw=-x ds>1[fz(ﬂ1/2)<fz(4Moﬂ1)])

(5.34)

< C(,B_7/2e_clﬁ +e—(x—2/3)2/4).
As Qa(1) = 5(t) = S(0) + V2W (1) — B,
Po2p-112)(12(4MoB ") < n(87'?))
> P28~ Y2 + V2W () — Bt hits 4MoB~! before p~1/2)

2P _ VP
aber— = CyB.
This gives us
(5.35) sup By (Np) <C'B 12
0<y<p~1/2

From (5.33), (5.34) and (5.35), we obtain for any x > 281/4,

T (@Mop™)
sup  E,y) ( / 110 (s)<—x] dS)
0<y<p~1/2 0

00 Agpgo
= sup Y (1[NA >2k+2] / 10 (s)<—x] dS)
(5.36) 0<y<p=1/2 =0 Adk

Ar
< sup Ky ( / 110 (s)<—x] dS) sup  E(g,y)(Na)
0<y<B~1/2 0 O<y<p~1/2

< C(B e P18 4 g4 €V 4+ B /2= =280 /4)
Using (5.32) and (5.36) in (5.28), we obtain for any x > max{48'/2,281/4},

Eo B a2 s
E(0,4Mo,3—‘)</0 1[(Q1(s)§—x]ds> <C(p7 e G284 peT VB,

1/4

Take B, € (0, Bo] small enough such that B4 >281/2 and ,3_4e_c//37
the constant appearing in the above equation. Then for every f < g, and every x > 28

<1, where C’ is
1/4

-
=)

0 2 —C/ X
—7/4 —(x—28)/8
E(O,4Mo/3‘1)< A 1[(Q1(S)§X]ds> <C(B7tem WIS LT 2E),
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Using the above bound and the lower bound on E g 44,4-1)(E0) obtained in Lemma 5.7, the
theorem is proved. [

PROOF OF THEOREM 2.7. For cleaner notation, we will suppress the dependence of
the stationary distribution on 8. As before, we will use [E,; to also denote the expectation
operator corresponding to the law of the stationary diffusion process on the path space with
initial distribution .

For any n > 0, as in the proof of Proposition 2.3, applying Itd’s formula to Q1 (t) Q5 ()
and then taking expectation with respect to IE; and applying Fubini’s theorem, we obtain for
any 8 >0, >0,

t t
[ Ex (4 D016 056) + 057 6) = BO3®) ds —Ex [ 03(5)dL(5) =0
which, using the fact that 7 is stationary, gives for each ¢ > 0,
—(n + DEx(Q1(0)05(0)) + Ex (05 (0)) — BEx(Q5(0))

_ Ex J§ 03(5)dL(s)
t .

(5.37)

Using It&’s formula and Fubini’s theorem for Q;H (t), we get for each ¢t > 0,

t nn
(5.38) Ex Jo ta(s) L) _ E- (Q57(0)).
Using (5.38) in (5.37),
n _ ,3 n
(5.39) Ex(01(0)05(0)) = p—— lEn(Qz(O))-

Applying the same procedure to Qf(t) Q5 (1), we obtain

—(n+2)Ex (Q7(0)05(0)) + 2E (Q1(0) 051 (0)))
+2E- (Q5(0)) — 2BEx (Q1(0) 05(0)) =0.
Using (5.39) to replace E; (Q1(0)Q%(0)) and E; (Q1(0) QZ“(O)) appearing in (5.40) with
the terms —H%E,T(Q’g (0)) and —H%EH(QZH(O)), respectively,
2p

C(n+2)7?

2 282 n
* (n 2 T nEhet 2))E”(Q2(O))'

By Theorem 2.5, there is B; > 0 such that for all 8 < 7, the following holds: for each n > 0,
there is C, > 0 not depending on S satisfying E, ((8 0,(0)?") < C,,. Moreover, by Theo-
rem 2.6, E; (]Q (0)|4) — 0 as B — 0. Using these observations and the Cauchy—Schwarz
inequality,

(5.40)

Ex(Q3(0)Q3(0)) = Er (05T (0)

(5.41)

Ex(Q2(0)(B02(0))") < (Ex(0F(0)))"/*(Ex ((B02(0)))*)'?

—0 asp—0.

(5.42)

We proceed via induction. For n = 0, using (5.42) in (5.41), we conclude that limg_, o E, (8 x
0,(0)) exists and

lim B ($0(0)) =2.
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Suppose we have proved for some integer n > 0 that limg_,0E; ((BQ2(0)") = (n + 1)!.
Using this and (5.42) in (5.41), we conclude that limg_.o E, ((B 05(0))"*1) exists and

lim B ((802(0)"") = (n +2)!

completing the proof of the theorem. [

APPENDIX A: SUMMARY OF REQUIRED KNOWN AUXILIARY RESULTS
In this appendix, we recall some useful probability estimates from [3].
LEMMA A.1([3],Lemma4.3). There exist positive constants ¢}, c5, ¢y, ¢, not depending
on B such that the following hold:
(i) Forp>1landanyy>1,

Po,y-+c! ) (irg 05(s) > c’lﬂ) < yexp(—=csB¥31\3)  forallt > ¢,y /B.
(ii) For B € (0,1) and any y > 1, forall t > cﬁt(% v B72),
]P)(O,y_’_cflﬂ—l)(%l%ft‘ Q0a(s) > cﬁﬂﬂ) < ¢4 (exp(—=chB7°113) + exp(—ch B*1)
+ B2 exp(—cht)).

Recall the inter-regeneration times from Section 3. The next theorem guarantees that for
any B > 0, the process {Q1(?), Q2(#)};>0 is a classical regenerative process with regeneration
times given by {Ex}x>0. It also provides a tractable form for the steady-state measure.

THEOREM A.2 ([3], Proposition 3.2 and Theorem 3.3). Fix any B > 0. Set (Q1(0),
0-5(0) = (x,y) (x <0,y > 0). There exist constants C(El), cg) > 0 (depending on x, y, B, B),

such that

Pe,y)(8o > 1) < cg) exp(—cg)tl/6).
In particular, E(, y)Eo < 00. The process described by equation (1.1) has a unique stationary
distribution w which can be represented as

E0.28)(Jy * 1(01(s5). 02(s))c 4] d5)
E0,28)(Eo)

w(A) =

for any measurable set A € (—o0, 0] x (0, 00). Moreover, the process is ergodic in the sense
that for any measurable function f satisfying 0. 2p)( 0‘10 FUQ1(s), Oa2(s)))ds) < o0,

E.28) (3" £((Q1(s), Qa2(s)) ds)
E0,28)(Eo)

t
0

1
(A1) - [ 1(@16). 02(5))) ds
almost surely as t — 00.

LEMMA A.3 ([3], Lemma 5.3). There exist constants RT, R, Cy, C5 > 0 that do not
depend on 8 such that

Po.y+) (222y + B) < 1a(yo(B) + B)) < Cre~ 2P

forall'y = yo(B). where yo(B) = 55 if p = 1 and yo(B) = R™ max{ log 4. ) if B < 1.
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LEMMA A.4 ([3], Lemma 5.4). Forany B > 0,
P0.28)(12(y) < 12(B)) > (1 — e #B)ePO—2B)

forall y>2B.

LEMMA A.5 ([3], Lemma A.4). There exist c|, ¢}, ¢ > 0, not depending on B such that
forany y > c{(BVv B~ +8,
t

t
Fo (fo (~01)ds > (BAp)5, inf 02z 4BV A1) + ﬂ)

<exp(—cyt' BBV BN fort=ch(B AN

APPENDIX B: PROOFS OF HITTING TIME ESTIMATES IN THE LARGE-8 REGIME
In this appendix, we will assume § to be sufficiently large in many calculations, often

without explicitly mentioning it.

PROOF OF LEMMA 4.1.  Set (Q1(0), 02(0)) = (0, y). From Lemma A.1, there exist pos-
itive constants ¢/, ¢}, ¢, ¢, not depending on g such that for any g > 1 and any z > 1,

Po.z+eip) (Slrg 0x(s) > c/lﬂ) < chexp(—chB¥311/5)

for all > cjz/B. Without loss of generality, we can assume ¢} > 1. This implies that there
exists C > 0 (not depending on f), such that for y > ¢ + 1,

(B.1) .y (w2(c]8)) < c%.

Thus, the lemma will be proved if we can show sup, <o ye(g/4.c; g+1) Ex.y) (12(B/4)) < C.
Note that

sup Ex,y)(12(8/4))
x<0,ye[B/4,ciB+1]

= sup Ex,y) (Tz(/3/4)’ 1 (0)512(/3/4)])
x=<0,y€[B/4,c¢iB+1]

- sup E¢x.y) (22(8/49), 11, 0)> 2 (8/4)1)-
x<0,ye[B/4,c] p+1]

As Q7 decays exponentially when Q1 < 0,

sup Eee.y) (22(8/4), 11ty 0)>a(8/4)1) < C-
x<0,ye[B/4,c] f+1]

Further, by the strong Markov property,

sup Ewy(mB/9): I 0<n@m) < sup By (12(8/4)).
¥<0,yelB/4,¢) p+1] VEIB/A., B+1]

Thus, to complete the proof, it suffices to show that

(B.2) sup E(o,y) (‘L’z(ﬁ/4)) <C.
yelB/4,c1p+1]
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Thus, assume that in the starting configuration /4 <y < ¢{B + 1. Define the following
stopping times: ®; = 0 and for k > 0,

O34y =inf{t = O3, : Q1(1) = —p/2 or Q2(t) = 1B +2},

O3y =inflr = O3 11 - Q2(1) <1 p+1},

O3 =inf{r > OF 1, : Q1(r) =00r Q2(1) < B/4}.

S
Let No = inf{k > 0: 02(0%;) < p/4}. Define ©, = O} , . forn > 1. Define g =e *1*?.
Choose By > max{1, (%)1/2} satisfying g(c|f + 1+ p~1) <} B+ 1 forall B > By. Take
any B > Bo and choose ng not depending on 8 such that ¢"0(c} B + 1) < B/8. Define ®, =
OpNp foralln > Ne. We will show that there exists p > 0 such that for 8 > B,

(B.3) inf P(O,y)(Q2(®3n0) < ,8/4) > p"0 > 0.
yelp/4,ci p+1]

To see this, note that for any y € [8/4, ¢|8 + 1],
P0.y)(Q2(03) <max{g(y + 57"). /4})
> P, y) <Q2(®1) <y+p7",

®4) inf{r > ©,: 0,(t) =0} — © >¥>
Z Yl .1 = 1_4(C,l+2)

z=c\p

1
>P S I inf P ( 0 >—>,
>P0,y)(Q2(®1) <y+p7) in L Ep20 71 ( )_4(c,l+2)

where for the first inequality, note that if the process starts from a state with O < y + g~/
and Q stays away from O for more than 1/ (4(0/1 + 2)) time, then O, must hit g(y + B -1
(due to exponential decay of (,), and the last step follows from the strong Markov property
of the process applied at time ®;. Recall that S(¢) < y + ,3_1 for all ¥+ < ®1 implies Q> (¢) <
y + B! for all t < @ (this is because if #* denotes the first time Q- hits the level y + 7!
from below, Q1 (t*) = 0 and consequently, S(t*) = Q> (t*) = y + 8~ !). Further, for t < 1,

S(6)=50) +V2W(0) - pr + /Ot(_Ql(S))ds <y+V2W (@) — gr.
Therefore,
P,y (02(01) <y +87") > P<ts<u£<«/§W(l‘) - §z> < ,8')
(B.5) —1_e 12,

Now we estimate infz<cr]ﬂ+2 Ppg2,7)(t1(0) > M). Note that for ¢t < 77(0), Q> is de-
T 1

creasing and hence if (Q1(0), 02(0)) = (—B/2,z) with z < c’l,B + 2, then for # < 71(0) A

71(—p),

01(t) < —g +V2W () + (| B+2)t < —g +V2W @) + (¢ +2)Bt asp>1.
Moreover, for t < 77(0),

01(t) > —g +V2W (1) — pt.
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Thus,

1
P T —

1
< sup P z,.(nm)m(—ﬂ)s—)
z=<c|p+2 h2 4(C/1 +2)

1
< P<_§ +V2W (@) + (¢} +2)Bt hits zero before time m)
+ P(—é ++/2W (1) — Bt hits — B before time ¥>
2 4(ci +2)

=P( sup (V2W() + (] +2)B1) = B/2)

1
1<———7
— 4]+

(B.6)

+P( inf (V2W() - pr) < —B/2)

<
T

<P( sup (V2W() = B/4)+B( inf (V2W()) < -B/4)

<1 1< ———
t—4(c/1+2) ey 2

2
<e ¢F,

where C does not depend on S, y. Using (B.5) and (B.6) in (B.4), we obtain p > 0 such that
for all > By,

(B.7) inf P,y (02(03) <max{g(y +B7"), 8/4}) = p > 0.

i
yelB/4.cip+1]
If g(y + B~1) < B/4, this proves (B.3). If g(y + B~1) > /4, we obtain

inf  Pg.)(02(@6) <max{g*(y + B~ ") +qp~'. B/4
. 0. ( {a*( ) )

> it (B (0200 =maxlg*(r+ 57 + a8 B4)
yelB/4,c18+1]

(B.8) §< 01(03) 561(y+/3‘1)>

+ P<o,y>(Qz<®6) <max{g(y+ B~1) + B, B/4).

02(03) < g))

Applying the strong Markov property at ®3 to the first probability on the right-hand side of
(B.8) and noting that if Q,(®3) > /4, then Q1(®3) =0, we obtain

Po.y) (Qz<®6> <max{¢*(y + ") +qp~". B/4}. g <0203 <q(y+ ﬂ‘l))

> P(O,y)(g < 0203) <q(y+ 5_1)>P,
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where we have used (B.7) to the process started at ©3 along with the fact that ¢(y + ~') <
¢\ B+ 1for B > Bo. Moreover, for the second probability on the right-hand side of (B.8),

lww(Qx®osmwm%y+ﬁ*)+ﬁr%ﬂmhQﬂ@gsg)

B B
= P(o,y)<Q2(®3) < Z) > P(o,y)<Q2(®3) < Z)l?
From the above and (B.7), we get

inf P, (020) <max{q*(y+B7") +q8~", B/4})
YelB/4,c B+1]

>( inf o Poy(Q03) <q(y+B7")))p=p.

(ye[ﬁ/4,c3ﬂ+1] 0.9 ( ( )))

Writing f(y) = ¢(y + 8~1), note that for any 8 > max{I, (ISqu)l/z} and any y <c¢|B + 1,
applying f ng times to y gives us a number less than or equal to /4. Thus, iterating (B.7)
no times, we obtain (B.3). This, in turn, implies for £ > 1,

(B.9) sup P,y (Ne = kng) < (1 — Pno)k-
yelB/4,c1p+1]

Next, we want to prove that there exists a positive constant C > 0 that does not depend on
B > 1 such that

(B.10) sup E,y)(©3) <C.
YE[B/4.c) B+1]

To see this, observe that for + < ®1, Q1(t) < S(t) < c/lﬂ + 1+ \/EW(t) — gt, and
hence, ®; is stochastically dominated by the hitting time of level —8/2 by ¢|8 + 1 +

V2W (1) — gt, and hence, supye[ﬂ/4,c/lﬂ+1]E(o,y)(G)]) < C(2c¢} + 3). From Lemma A.1,
we get SUPyc(g/4 ¢l p+1] E,y)(®2 — ©1) < C/B. Further, as O, decreases exponentially in
[®2, 03], B3 — Oy < log(4(c/1 + 1)). These observations lead to (B.10). Now, we can write

sup K,y (12(8/4))

yelB/a.c; p+1]
o0
= sup E(o,w(le@:kJ@ak)
yelB/4.c) p+1] k=1

0
= sup E,y) (Z(®3k - ®3k—3)1[/\f®>k—1]>

yelB/4.c1B+1] k=1
o0

<Y sup  Epun®3) sup  PoyWNe>k—1,
k=1y€ElB/4.c B+1] yelB/4.¢ B+1]

where the second equality follows by interchanging summation and the third inequality fol-
lows by applying the strong Markov property at ®3;_3. Finally, combining (B.9) and (B.10),
we obtain

sup  Eoy)(n2(B/4) < ZCno (1= po)f <c’
yelB/4.c\p+1]

which, in particular, proves (B.2), and hence completes the proof of the lemma. [J
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PROOF OF LEMMA 4.2. First we will prove the upper bound in (4.1). Start from
(01(0), 02(0)) = (=8, y) for 0 < y < B. Define the stopping times: t(;r =0 and for k > 0,

T2_|]—C+1 =inf{r > r;,'( :01(t)=00r Q;1(t) =—B — 1},
IZ“ZH =inf{z > t2_|l—c+l :Q1(t)=0o0r Qi(r) =—p}.

Let VT =inf{k>0: Ql(r2+k+1) =0}. Note that for ¢ < 71(0), Q1(t) > Q1(0) + V2W(t) —
Bt. Therefore, for any y > 0,

P(_p.y(11(0) < T1(—B — 1)) = P(—B + V2W (t) — Bt hits O before — B — 1)

— > _efﬂz
e —e B2
for sufficiently large 8. Therefore, for any k > 0,
1 k
(B.11) sup P_pgyy(NT >k) < (1 - —e—ﬂ2> :
ve(©.8] 2

for all B > By where By is chosen sufficiently large. If the starting configuration is set to
(01(0), 02(0)) = (=B —1, 2) forany z € (0, ], then for t < 71(0), Q] = Q1 + B is stochas-
tically bounded from below by an Ornstein—Uhlenbeck process (that does not depend on B)
started from —1. To see this, note that for r < 71(0), Q2(t) = ze™". Therefore, Q7 has the
following representation for ¢ < 71(0):

o1 =—-1+ V2W (1) + /Ot(—QT(s) +ze7%)ds.

By Proposition 2.18 of [13], Q7(t) > Z(¢) for all ¢+ < 71(0), where Z is the Ornstein—
Uhlenbeck process that is the solution to the following SDE:

Z(t)=—14+2W() — /Ol Z(s)ds,

where W is the same Brownian motion that drives Q7. Thus, 71(—p) is stochastically
bounded above by the hitting time of 0 by Z. Therefore,
(B.12) sup Ep_1z(t1(—B)) <C.

z€(0,8]
Now consider the starting configuration (Q1(0), Q2(0)) = (—8, z) for z € (0, 8]. Note that
on the event {71(0) > log(1/8)}, Q2(t) < 1 for ¢ € [log(1/B), t1(0)]. Therefore, again using
Proposition 2.18 of [13], for any ¢ > log(1/8), Q7(t) < Z(t) where Z is the solution to the
SDE:

Z(t)y =2W (1) + fot(l — Z(s))ds,

where W is the same Brownian motion that drives Q7. Thus, writing T for the hitting time
of Z on level —1, the event {t;(0) A 71(—8 — 1) > ¢} implies {T >t — log(1/8)} for any
t > log(1/B). Hence,

sup E(p.oy(t1(0) AT (=B —1))

z€(0,8]
o
<log(1/B) + sup P po(ti(O ATi(—=B—1) >1)
(B.13) z€(0,8] /1og(1/B)
o0
<log(1/B) + P(T >t —log(1/p))
log(1/8)

=log(1/p) + E(7) <log(1/B) + C.
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Define the stopping time T = inf{t > 71(—B) : Q1(t) = —B — 1 or Q;(t) = 0}. Combining
(B.12) and (B.13), we get

(B.14) sup E_pg_1.(r) <log(1/p)+C.
z€(0,8]

Finally, combining (B.11), (B.13) and (B.14) and using strong Markov property, we have
sup s (11(0)

y€(0,
= Ssup E(—ﬁYJ))<Zl[N+=k]T241—<+1)
y€(0,8] k=0
< Sup E( /3y)(‘[1(0) ATI(—B — 1))
ye(0,8
o0
+ sup E(—ﬁ,w(Z(fka - Tz+kl)1w+zk1>
y€(0,8] k=1
< sup E( ﬁy)(‘L'l(O) ATI(—B — 1))
ye(O,
o
+ Y2 ( sup B pory(ch)) sup Py (W =k)
k=1 Y€(@©,8] y€(0,8]
(0,]
< (log(1/B) +C) D sup Ppy(NF =k)
k=0Y€(0,8]
& 1 2\ K
< (log(1/8) + C) Z(l — Ee—ﬂ > =2(log(1/B) + C)e’
k=0

which gives the required upper bound for 8 > Sy for sufficiently large Bo.
Now, we prove the lower bound in (4.1). Start from (Q1(0), Q2(0)) = (—B/4, y) where
y < B/2. Define the stopping times: t, =0 and for k > 0,

Topp =inf{r > 75, : Q1(r) =0o0r Q1(t) = —-38/8},
Topp =inf{r > 15 01(t) =00r Q1(r) = —B/4}.
Let N~ =inf{k>0: Q1(ty41) =0}. Note that fort € [,,, Torgl for any k > 0,

t
01() = 01(0) +V2W (1) — B +/0 (= Q1(s) + 02(s)) ds
< Q1(0) +V2W(t) — Bt/8.

Therefore, for any y > 0,
P g4,y (r1(0) < 71(=38/8))
<P(—B/4+ V2W () — Bt /8 hits 0 before — 38/8)

_ —B%/64
_ 21 e /2 fe*ﬂ 3
eP?/32 _ o—p2/64

Therefore, for any k > 0, by the union bound,

(B.15) Sup  P_pap (N~ <k) < (k+ e P32,
ye(0.8/2]
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Next, we show that for § > 1,

B.16 inf E_ T, ) >,
(B.16) Jelne —pran(t )=

where v does not depend on B. To see this, note that for 7 € [0, 7],
Q1(0) +V2W (1) — p1 < Q1) < Q1(0) +V2W (1) — B1/8.
Thus, for any g > 1,
inf P ~>1/16
et Pepan(m 2 1/16)

z]P’( sup V2W(t) < B/8, inf ﬁW(r)>—ﬁ/16)
t<1/16

1<1/16
> ]P’( sup V2W(t) <1/8, inf V2W(t) > —1/16) =p >0,
t<1/16 t<1/16
where p~ does not depend on 8. Therefore, for every g > 1,

1/16

it B o 2/ inf P T >t)dt>p~/16>0.
ye©.8/21 pran(Tr) 0 yepa ¢ p/a (7] ) p/

We then have the following:
inf B (p/4.)(71(0))

y€(0,8/2]
Ne
= inf E_g; Trpi1 — T
ye©.6/2] (=B/ ,y)lg)( 2k+1 2k)

o
= inf Ec_ o — T
(B.17) ve(0,8/2] ( /3/4,y)k§(:)( 2kt — T lv-2x

o
= inf B o)) inf Ppgany(NT >k
_kgg(ye(owﬁ/z] ( ﬁ/4’y)( 1 )><y€(0"3/2] ( ﬁ/“'d’)( st ))
#2164 41

> inf P “>k
=y Z(:) senf [Pepan W= k),

where the first inequality follows using the strong Markov property. Using (B.15), for all
k< 1eF/04) 41,
1
inf P N~ >k)> =
sednf  PepanNTZk) = 5
for all 8 > By for sufficiently large By. This fact, along with (B.17), implies that for all 8 > B,
. K B2 /64
inf E._ 71(0)) > —e ,
sednf  Epan(m©) = 5
which proves the lower bound in (4.1).
To prove (4.2), observe that for each k > 0, 7,, 1 T is stochastically dominated by the

hitting time of level —B/8 by v2W (t) — Bt/8. We have for any 8 > 1 and any 7 > 1,

sup  sup  P_pa ) (Typpy — Top = 1)
k>0 ye(0.5/2]

(B.18) <P(V2W(r) — Br/8 hits — /8 after time 1)

B

< P(sz(z) > = 1)) < P(ﬁW(r) > é(r - 1)) <Cce ",
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By (B.18), (B.16) and using Chernoff’s inequality (see [15], page 16, equation (2.2)),

n
sup P(—ﬂ/4sY)<Z(TZ_I<+1 —Tz_/()fnu/z,/\/_ >n> SCe_Cn’
v€(0,8/2] k=0

where p is the constant (independent of 8) that appears in (B.16). Therefore, recalling (B.15),
we obtain

n g2
sup P(_ﬁ/4’y) <‘L’1 (0) < 56’3 /64>
v€(0,8/2]

_ 2
< sup PguyVT <%
v€(0,8/2]

+ sup Ppay

|eF?/04 | 41
ye(0,8/2] (

Z (Top1 — k) < %eﬂ2/64,/\/_ > eﬂ2/64>
k=0

<Ce B4 4 Ce—C'eP/%

l

which proves (4.2). U

. -Cy B2
PROOF OF LEMMA 4.3. Fix y € [Be ©1¢?

(Q1(0), ©2(0)) = (0, z) where z € [y, B/4].
Recall from Lemma A.1 that there exist positive constants ¢}, c5, ¢, ¢ not depending on
B such that forany § > 1 and any w > 1,

,B/4]. Set the starting configuration

Po0.w+c)p) (§151€ 0a(s) > Ciﬁ) < cyexp(—chp115)

for all 1 > cjw/B. Without loss of generality, we can assume ¢} > 1. Define the following
stopping times. I'g = 0 and for k > 0,

[sy1 =inf{t > Cs 0 Q1(1) = —B/4or Q2(t) =c| B+ 2},

Dsii2 = inf{t > Dsiyr : Q1) <) B+ 1),

[siy3 =inf{t > Tspp0 0 Q1(t) =0 or Q2(1) =y},

[sir4 = inf{t > Tspq3 0 Q2(r) < /4 or Q2(1) =y},

[siqs =inf{t > Cspyq: Q1(1) =0 0r Q2(2) = y}.

Define Nt =inf{k > 1: Q2(I'sp) = y}.
We will first show that there exists pg > 0 that do not depend on 8 such that for all 8 > By
for large enough By,

(B.19) inf  Po,u)(Q2(3) =y) > po > 0.
wely,B/4]

To see this, first observe that if Q1 < 0, then O, decreases exponentially. Thus, applying the
_ c7B2
strong Markov property at I'; and recalling that y > Be=¢1 ¢ ! , we get

inf P '3)=y)> inf P ) < B/2
wely p/4] ©0,u)(Q2(T3) Y)_we[y’ﬁm] ©0.w)(Q2(T'1) < B/2)
(BZO) inf P 0 CT C*/gz
> 2
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Now, S(¢) < /2 fort <TI'y implies Q»(t) < /2 fort < I'; (by the same argument appearing
after (B.4)) and for ¢t <T'y,

S(t) = S(0) + V2W (1) — Br + /Ot(—Ql(s))ds < g +V2W (@) — %r.

_ cop2
Therefore, for any w € [Be™C1 ¢ ’ , B/41,

Po.uy(Qa(T1) < B/2) > P(Sup <\/§W(z) _ %) <8 /4>

(B.21) r<oo
=1- e_3ﬂ2/16.
By Lemma 4.2,
B.22 inf P 0)>Cre® ) > 1 — Dje P2F’,
(B.22) vt 5 B B/aw)(11(0) = Cre2 P ) > e
Using (B.21) and (B.22) in (B.20) gives (B.19). This, in turn, implies for k > 1,
(B.23) sup  Po.uy(Nr = k) < (1= po)t.
wely,B/4]
Next, we will show that
(B.24) sup Eq,(Ts) < Clog(ﬁ)
z€ly, /4] y

To verify this, observe that for t <TI'1, Q1(t) < S() < g + \/EW(t) — %t, and hence, I';

is stochastically dominated by the hitting time of level —f/4 by g +V2W (1) — %t, and
hence, SUD, e[y, /4] Ew,;(I'1) < C. From Lemma A.1, SUP, e[y, /4] Ewo,,(I'2 =T1) <C/B.

Further, as Qj decreases exponentially in [['>, '3], '3 — Iy < log(g). Moreover, by the
strong Markov property and Lemma 4.1,

sup Eq (T4 —T3)= sup Ez((Fs —TI3)1g,1r5)=01)
z€[y,B/4] z€[y,B/4]

c\B
< sup  Equw(rn(B/4)<C—L-=Cd.
Bla<w=c|p p

Finally, as Q> decreases exponentially on [I'4, I's], I's — I'q < log(%). These observations
yield (B.24).
Finally, using (B.23) and (B.24), we obtain

o0
sup E5)(12(»)) < sup E(o,m(Z 1[Nr=k]F5k)
cely.B/4] cely.B/4] =

o0
= sup Eq,z (Z(Fsk - FSk—S)l[erk])
z€ly. /4] k=1

o

<> sup E@nTs) sup PouwWNr >k
k=1 2€y.8/4] wely,B/4]

< Clog(§> ,i(l —pot=C’ 10g(§>,

which completes the proof of the lemma. [



JSQ DIFFUSION LIMIT IN HALFIN-WHITT REGIME 121

_ CcTp2
PROOF OF LEMMA 4.4. Take any z € [}, 8/4] and any y € [Be 1 ¢ ! , B/8] satis-
fying z > 2y. We can write

(B.25) E©,2)(12(3)) =E,2) (120 12 (8/4) rra () <71 (= /4)])

+E0.0) (22O Uy (/4 A2 (3)271 (—/4)]) -

Using the strong Markov property, we obtain

E 0,2 (20 my(8/9) 8020 <71 (=B /4)1)
<E©.0 (20 m0)=0=/41) T E0.0 (2200584 <01 (— /4 702(0)1)
(B.26) <E©.0) (20 im0y =11 (—/4)1) + E0,2) (22(B/D A2y (8/4) <11 (=4 nm2(001)
+P0,5)(22(B/4) < t1(=B/4))E(0,8/4)(12(¥))
< 2E0.)(t1(=B/4)) + P(0.5) (22(B/4) < T1(=B/)E0.8/4) (12()).-
For t < 7(—B/4), Q1(t) < S(t) < S(0) + V2W(t) — 3Bt/4 < B/4 + V2W (1) — 3Bt/4.
Therefore, E,;)(t1(—B/4)) < C. Furthermore, for any u > z, Q»(t) hits level u if and only
if S(¢) hits level u and Q1(t) < S(t) < S(0) + +/2W (r) — 3Bt /4 for t < t;(—B/4). Thus,
P(0.2)(r2 () < T1(—B/4)) <P(z + V2W (1) — 3B81/4 hits u before — /4)
(B.27) o3B2/4 _ o—32/16

- <o Fu=2),
e3Bu/d _ o—3p2/16 —

Combining the above estimate with u = 8/4 with Lemma 4.3 and noting that z € [8~!, /4]
and z > 2y, we obtain

P,y (12(B/4) < T1(—=B/D)E0,8/4) (12()) < Ce=%(5-9 log(€>
< 10g(§> + et 10g<§>

< log(£> + Ce_%(%_l) log(ﬁ>
y 2z

< Clog(i).
y

Since z > 2y, using the above estimates in (B.26),

Z
(B.28) E0.0) (220 a4y Ara ()<t (/1) < € 10g<;)-
Now, we estimate the second term in (B.25). Using the strong Markov property at 71 (—8/4),

E 0,2 (20 8/ A0 (0) 271 (~B/4)1)
<E,5(t1(—B/4))
+ E0.0) (Lra8/4nm2 )= 1 (— /01 E(= /4, 021 (~ /) (12(1)))
< C+E@,0(ms/mnno=n—p/41E—p/4, 020 (=14 (12(1))-

(B.29)
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Recall that when Q1 < 0, Q7 decays exponentially. Using this fact and the strong Markov
property, we obtain for any w € [y, 8/41,

E—p/a.w) (22(3))
= E—p/4,u) (2015, 0202 001) + E=p/4,0) (220D 17, 0)<2001)
<Ep/aw (201 0z0001) T Ep/aw (11017 0)<01)
+ P prauw(11(0) <) sup Eu(n2(y)

uely,/4]
(B.30) w
§2log(—>
y
_ —n2
+ sup Ppraun(ti0) <Cre2f) sup Eu(r2(y)
ue(0,8/2] uely,p/4]

< 210g(%> + (Dle_D2ﬁ2)<C log<€)>,

where the last line follows from Lemma 4.2 and Lemma 4.3, and the second to last line can
be understood as follows. Note that Q> decreases exponentially before t((0). Therefore, it
is clear that starting from (—8/4, w), ©2(y)1[,0)>n(y)] < log(w/y). Also, if 71(0) < 72(y),
then again by the same reasoning 71 (0) 17, (0)<w,(y)] < log(w/y).

Now, using the above estimate in (B.29) and recalling z € [8~!, /41,

E 0.0 (22O Ly (8/4) Ao ()21 (— /4)1)

< C +2E0,5) 1{ry(3)=7i (/41108

+ (Dle_D2’32) <C log<§>>

< C+2E ;) Ly (y)>7i(-p/4110

(B.31)
+ Clog<£> + (Dle_DZﬁz) (C log<é)>
y Z

<Q2(771 (y—ﬂ/4))>

(Qz(fl (y—ﬁ/4)))

g(Qz(fl (y—ﬁ/4)))

< C+2E 0, Liry ()7, (—p/4)1 108
Z _
+ C]og(;) + (Dje Dz’32)(2C log(B))
O2(t1(=B/4) z
< C'+2E 0.5 Ly (5)=11 (—p/4)] 10g(7) +C log(;)-
Write Q3 = SUP; <7, (—8/4) 0>(1). Then

E0,5) 13> (—/4)1 108

3 z
<Eo,z log<%) = log(;) +

S u
510g(5> n / e~ T0=D gy (using (B.27)).
v/ Jiog(2)

<Q2(f1 (y—ﬁ/@))

o.¢]
| Poo(0s = ye)du
log(5)
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Substituting v = ye* — z and recalling z > B!, the integral can be estimated as

o o0
/ e_¥(ye“_Z)du=/ _Tﬁv / _%
log(%) 0 v+2Z 1
o0
5/ L =C,
0 w1

where C does not depend on 8, y, z. Thus,

O2(t1(=B/4) z
Eo.lm0)zn-p/41 log( .y ) = 1°g<}> e

Using the above estimate in (B.31), we obtain

Z
(B.32) E0.0) (22O Ly (/49 A12 ()2 71 (—p/4)1) < C log(;)

Using (B.28) and (B.32) in (B.25), we finally obtain

E0,5(r2(y)) < Clog<§>,

which completes the proof of the lemma. [

_cp2
PROOF OF LEMMA 4.5. Let (Q1(0), 02(0)) = (0, y/2) for some y € [28eC1¢ 2! ,
287 !1. Define the stopping times: fo = 0 and for k > 0,

for+1 = inffr > for 1 Q2(s) =y},
fox2 = inf{t > fory1 1 Qa(s) = y/20r Qa(s) =287"}.
Let Nt =inf{k > 1: Qa(fyr) =2B7'}. Using strong Markov property,
E0,y/2)(f2 — f1)
=Eo,»(2287") An(/2)
=E0.(©2287") A 2/ 2105 rns /2 <0 (-8 /4)
(B.33) +E00(2287") A0/ 1m0 Han /220 —/41)
< 2B, (11(=B/9) +Eo.p[(2(287") A 12(3/2) — 1 (=B/4)

X Lo, 2p- ) Ara(y/2) 21 (— /401

<2Eq@y(t1(=B/H)+ sup  Epuz(r2(y/2)).
ze(y/2,2871)

For t < 71(—B/4), note that

Q1(1) < S(t) < SO) +V2W(r) — 3p1/4.

_ c782
Hence, SUP (0,28~ E,y)(t1(=B/4)) < C. Moreover, forany y € [Zﬂe_cl e2” ,2,3_1] and
any z € (y/2,287"), by (B.30),

E(—p/4.2)(2(y/2))

< 210g(2y—z) + (Dle_D2ﬁ2)<C log(%g))
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< 210g(%) + (Dle_Dﬁz)(C log(%» + (Die ) 2Clog p)

-cn()

for all B > By for sufficiently large Bg, where C in the final bound does not depend on 8, y.
Using these estimates in (B.33), we obtain C > 0, fp > 1 such that for all 8 > By and all

g2
yepetie” 2p-1y,

4
(B.34) E(O,y/Z) (f,—1f)) < C10g<5>.

If (01(0), Q2(0)) = (0, y), then Q(t) > S(t) > y 4+ ~/2W () — Bt. Furthermore, for any ¢ <
B2, 0x(t) =e 'y > e_ﬂfzy > y/2 for all B8 > By if By is chosen large enough. Therefore,
inf  P,y)(Q2 hits 287" before y/2)
ye(0,2671]

> inf P(O,y)(sup S(t)zZﬂ_l)
ye(0,2671] t<p~2

> IP’( sup V2W (1) > 3,3_1) > pr >0,
1<p2
where pr does not depend on B. This gives us for k > 1,

(B.35) sup  Po,y/2Ne = k) < (1 — ppF.
ye(0,2871]

Using (B.34) and (B.35), we obtain

n2g™h
E0,y/2) ( /0 110,(5)>y1 dS)

o
<Eq,y/2 (Z(ka - f2k—1)1[/\/f>k—l]>
k=1

0
<> EoyE—f1) sup Py N=k)
k=1 y€(0,2871]

< aog(;—y) é(l — ppf = C’log(%),

where C’ does not depend on B, y. This completes the proof of the lemma. [

APPENDIX C: PROOF OF LEMMA 4.6

Lemma A.3 gives us an upper bound on the tail probabilities of Q, in the region
[B + yo(B), 00). In this appendix, we will extend these estimates to the region [8~!, 00).
In particular, we will prove Lemma 4.6. We start by recording a corollary to Lemma A.3
which will be useful in proving finer tail estimate.

LEMMA C.1 (Corollary to Lemma A.3). Take any € € (0, R™), where R™ is the constant
in Lemma A.3. There exist positive constants By, CT, and C5, such that for all fixed p > o,

Po.201+6)p) (12(2) < 1a((1+€)B)) < CTG_CWZ
for z>4(1+¢€)B.
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PROOF. Take Bo > 1 satisfying % = €fp. Consider any B > Bp. Recalling yp(8) =

R*B~! from Lemma A.3, we have yo(B) + B < (1 + €)B. Also, 2y + B < 2(y + B) for
any y. For any z > 2(1 +¢€)B, write y =5 — B. Then y > ¢ > R* B! by our choice of .
Therefore, by the strong Markov property and Lemma A.3, for any z > 4(1 4+ €)8,

Po2+ep) (12(2) < 2((1 +6)B)) =P 20+0) (12(2(y + B)) < 12((1 +€)B))
<Po.201+e)p) (12(2y + B) < 12(y0(B) + B))
<Po,y+p (12Q2y + B) < 2(yo(B) + B))
<Cre Gy,
As z>4(1 +¢€)B, B < %, and hence, y = 5 — B > 3, completing the proof of the corollary.
]

As mentioned in Remark 4 in detail, the diffusion process starting in the region {— Q1 +
0> < B} shows a different qualitative behavior than the {— Q|+ O, > B} region. Lemma A.3
exploits the linear drift of 0> to produce an exponential steady-state tail estimate in the latter
region. The next lemma studies the tail behavior of Q> when {—Q1 + Q> < B}.

LEMMA C.2. Fix any 6y € (0,1) and any A > max{fp, %}. There exist constants

C1. Cy > 0 (depending only on 6y, A) such that for all B =6, "'* and all 6 € [~2, 6],

sup P (n2z+y) <m(B71) < Cie™ P,y e (6B, ABI.
zelp=1,08]

PROOF. Fix any 6 € (0, 1) and any A > max{f, 1}. Take any g > 6, /> and any 6 €
[,8_2, 6p]. Finally, take any z € [,8_1,6?,3]. Define 0 =inf{t > 11 (—(1 —0)B/8) : Q1(¢t) =0}.
Note that for y € [68, AB],

P, (r2(z+y) <02 (B7))

(C.1) <P <f2 (z + %) <t(=(- 0)/3/8))
+Po.) (fZ(Z + %) >11(=(1-0)8/8),0 < rz(ﬁ‘1)>,

where the last probability uses the fact that as A > % z4+ (1;g)y < z+ y. We will estimate

the two probabilities separately. Note that for ¢t < 71(—(1 —6)8/8),

L(t) = SUP(\/EW(S) —Bs+ fos(—Ql (u) + Qz(u))du)

S<t

< sup(sz(s) - 7+9,3s) + /Ot 0> (s) ds.

s<t 8

Recall that

t
05(t) — 02(0) = L(1) — /0 05(s)ds.
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Therefore, using the fact that the scale function of ﬁW(t) —DbBtis sp(u) = e for any b >0
and u € R,

(1-9)
Po,7) (Tz(z + Ty) < n(—(l — 0),3/8))
746 1—-6
(C2) < P(sup (sz(s) _ e ,BS) L d=9y )y>
§F<o0 8 2A
_ (7+6)(1-0)By _7(1—60)/3y
=¢e 164 <e T6A |

Now we estimate the second probability of (C.1). Applying the strong Markov property at
(=1 —-0)6/8),

P(Q@(‘Q(Z + %) > 11 (=(1-60)B/8),0 < fz(ﬂ_l))

< sup P 1-0)8/8,0) (1100) < 02 (7).

wel0,z+ 170

(C.3)

Therefore, it suffices to estimate the probability appearing in the right-hand side above for

01(0) = —(1 —0)B/8 and 0»(0) = w for w € [0, z + L522]. Toward this end, define the
2A
following stopping times: g = 0 and for k£ > 0,

o241 =inf{r > o : Q1 (1) = —(1 —0)B/4 or 0},
o242 =inf{t > oo y1: Q1(1) = —(1 —6)B/8 or 0}.

Let N* =inf{k > 0: Q1(02k+1) = 0}. Suppose N* > k. For € [0k, o2k +1], Q1(¢) > —(1 —
0)B/4 and Qa(1) < z + UZ00 < LD (55 A8y - U0F 444 7 < ). Therefore,

t
Q1(t) = —(1—0)B/8+2W(t) — Bt +/ (—01(s) + 02(5)) ds
(C.4) 0

<—(1-0)B/84+V2W () — #ﬂt.
Therefore, by the strong Markov property and scale function arguments, for any k > 0,
P 1-0)8/8,w)(Q1(02%+1) =0, N* > k)
< ]P(\/EW(I) — %ﬂt hits (1 — 6)8/8 before — (1 — 9),3/4)

1 — e—(1=0)28%/16

— <o~ (1=0°B/32 _ o~(1-60)*%/32
e(1-0)282/32 _ o—(1-6)22/16 = B

Consequently, for any n > 0, P(_(l_g)ﬁ/&w)(./\/’* <n)<((m+ l)e_(1_9)252/32. Further, ob-
serve that 71(0) > Zﬁ\fl (02k+1 — o21). Moreover, if N* > k, then for t € [0, o2x+1],
Q1(t) > —(1 —0)B/8+ v2W (1) — Bt and from (C.4), Q1(1) < —(1 —0)B/8 + V2W (1) —
% Bt. Therefore,

P 1-6)8/8,w) ((02%41 — 021) < (1 —6)/16), N* > k)

<P( inf (V2W() — 1) < —(1 —0)B/8)

inf
(1-0)
=T

+IP>< sup (sz(z) - #,Bt) > (1 —9),3/8)

(1-0)
=1
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51@( inf ﬁW(z)g—(1—9)5/16)

t<(1-0)/16

+ P( sup NV2W() > (1 — 9);3/8)

t<(1-6)/16
S 82 aepe W2 aeps
= V2npJT—0 N N
< \/_\/_1_

where the last inequality follows from g > 6, 172, Hence, for any n > 0 (whose value will be
appropriately chosen later),

n(l —0)
sup P—a-6)s/8,w) (fl 0) < T)
wel0, z—i-(l O)V]

n n(1—0)
< sup  P—a-g)p/8.w) (Z(UZH—I — o) < EETEE N*=n
(C.5) we[O,er%] k=0

+  sup Pa-eypsuNT <n)
wel0,z+ 9552

12v200  —a-a0p2/64.
V2 T=0

If 02(0) < z+ 9522 thenas Q;(r) <O forall 7 < 71(0),

< (n+ 1)e~1=0F2/32 (4 )=V Z0

02(71(0)) < (Z + %)e_”«)) < (9/3 + %)6—11(0)

< (1+02)pemm0,

Thus, for 71(0) < 1:2(,3_1) to hold, we must have (1 + %)ye_’1 0 > ;3_1 or equivalently,

1(0) < log] (1+ (12;9)>ﬁy]

This observation, combined with (C.5), taking n to be the greatest integer greater than or
equal to ¢ 6 log[(l + 4= 9)),8y] yields the following estimate:

sup P—1-6)8/8.w)(11(0) < 2 (871))
wel0,z+ 4572

1—-6
< sup P—a1-6)p/8.w) (fl 0) < log[<1 + ( 7A ))ﬁy])

wel0,z+ 1592

= ((11—69) 10g[<1+ (12;9)>’3y}+2><1 \/1_25?7__) S,
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This, by (C.3), yields

Po.) (Q(z 4 %) > 71 (~(1 - 0)B/8), 0 < rz(ﬂ“))

<< o [(1+(1_9)>,8]+2)
(C.6) =\a-o g A y
% <1 + 12\/ 200 )e(190)2/32/64
V2m/1 =69
Using the estimates (C.2) and (C.6) in (C.1) and noting y < AB, we finally obtain

Po,(n2(z+y) < 0(B™)

7(1-60) By 16 M 1—-6 7 12./26,
<e~” 64 +( log (1+( )>/3y +2><1+70)
(I-0) ~L 2A i V2m /1 =6

« o—(1=60)*p/64

_71-6p)By 16 i (1-29) T 124/26y
<e oA +(—1o (1+ > +2><1+—)
1-0 2 A )P NN

(1-6p)?
e~ A By/64

_ 7(1-6p)By 16 1 124/26y
<e ~ T6A +( lo [(1+—> ]+2><1+—)
a—ap 5\ *2a)P NN

1-69)2
o o= 0 By /64

which proves the lemma. [

The following corollary to Lemma C.2 records the tail bound of Q5 in the region f~! <
y < AB, by taking §p =1, p > 2 and 6 =282

COROLLARY C.3. Fix any A > % Then there exist constants C1, Cy > 0 (depending
only on A) such that for all > 2,

Poos-n (2B +y) <1a(B7") < Cle™ P, ye[2871, AB].

The next three lemmas “patch up” the different behaviors in the regions {— Q1 4+ Q2 < 8}
and {—Q1 + O > B} to extend Lemma A.3 to the region Q> € [,8*1, oo) for large 8. To
achieve this, we will show that for sufficiently small € > 0, starting from (Q1(0), 02(0)) =
(0, (1 4 €)B), the probability that Q- hits the level 2(1 + €)B before B~! is bounded above
by 3/4 for sufficiently large 8.

1
LEMMA C.4. Take any € > 0 satisfying (1 4+ 2¢)e #1429 < 1 and any ¥ € ((1 +
1
2e)e” ¥0+29  1). Then there exists B > 1 depending only on € such that for all B > B,

1
Po,(1+0p) (12((1 +26)B) < 2(¥B)) < 5

PROOF. Take any 8 > 1. For t < t1(—f/2), the sum S(t) = Q1(t) + Q2(¢) is bounded
above as

S(t) < (1+e)B+V2W () — Bt/2.
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For Q5 to hit the level (1+2¢)p, the sum S should also hit the same level as times of increase
of Q> correspond to precisely times when Q1 = 0. Thus,

Po.1s0p) (2((1+208) < 11(—=p/2) <P(sup (V2W (1) — p1/2) = ¢f)
—e P2,
Consider the event {t1(—8/2) < t2((1 + 2¢)8)}. Define the stopping time
o* =inf{t = 11(—B/2): Q1 (1) =0 or 01(1) = —p).
Under the event {71(—8/2) < 1o((1 + 2¢)B)}, for t € [t1(—B/2), c*],
Q1(1) = —B/2+V2AW () — W(t1(=$/2))) — Bt = 11(=$/2))

t
00+ o) ds

< —B/2+N2(W(1) — W(t1(=B/2))) + (1 +26)B(t — 11(—B/2)),

and
Q1(t) = —B/2+V2(W(t) — W(t1(=B/2))) — B(t — T1(—B/2)).
Therefore,
N 1
Po,(1+6)8) (0 —11(=B/2) < 11120 11(—=B/2) < n((1 + 26)5))
<P(=p/2+ sup (V2W()+(1+2€)p1) = 0)
=3
+P(=B/2+ sup (V2ZW() - pr) < —p)
<P(=p/2+ sup V2W(@)+p/4>0)
=3

| :
+P<_13/2+1<% VAW @)~ s < —p)

< P( sup  V2W(r) > ,3/4) +]P( inf  V2W() < —5/4)
t< s = xT420)
82 (42682
<— ¢ 16
V2w BA/1 4 2€

ﬂ2

8 _
<—e 16,
T
On the event {o* — 11(—f/2) > m, T1(—B/2) < 1a((1 4+ 2¢€)8)},

0:2(0%) < (1 +2€)pe™ T < Y.
Therefore,
Po.(1+ep) (22((1 +2€)B) < 2(¥B))
<P.1+ep) (2((1 +26)B) < 11(=B/2))
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1
+Po,a+e0p) (U* —11(=B/2) < 0120 11(=B/2) < ((1 + 26)/3)>

2
<oy S of,
= NG

*\2

" B
Therefore, choosing any f; > 1 satisfying e (B2 4 %e 15 < 1/2, we obtain for all

B = Bj,

P, (1+e)p) (12((1 +26)B) < a(Y¥B)) <

’

M| —

proving the lemma. [J

1
LEMMA C.5. Take any € > 0 satisfying (1 4 2€)e *0+29 < 1. Then there exists f;* > 1

(depending only on €) such that for all B > B3,

W

Po.(a+op) (221 +6)8) < (B71) <

1
PROOF. Take ¥ € ((1 +2¢)e #1+29 1). By Lemma C.4, there exists 8j > 1 depending
only on € such that for all 8 > g,

Po.a+ep (22201 + €)B) < 2(¥B))
(C.7 1
<Po,a+ep) (2((1 +2€)B) < 2(¥B)) < 5
Now, choosing 8 =0y=v, A=2(14+¢€),z=v¢¥p and y =2(1 +€)B — B in Lemma C.2,
we obtain positive constants C, C, depending only on € and B > 1 such that
Po.yp) (2(2(1 +€)B) < 2(B7")) < Cre” PEIFIPZD

1

(C.8)
<Cre P <

for all 8 > /3(’). Define oy = inf{t > 12(YB) : Q2(¢) > ¥B}. Using (C.7), (C.8) and the strong
Markov property at o, we obtain A3* = max{g, B}, ¥ ~'/?} such that for all g > B¢*,
Po.(1+0p) (2201 +€)p) <1a(p7))
<Po,a+ep (220 +€)p) < (¥p))
+Po.(+o0p) (2(WB) <oy <1 +6€)B) < (™))

<P (+0p) (220 +€)B) < 2(¥B)) +Po.yp) (22(1 +€)B) < (7))
3
= R
=3
proving the lemma. [

1
PROOF OF LEMMA 4.6. Take any € > 0 satisfying (1 + 2¢)e” #1+29 < 1. The result of

the lemma with By = 2 when y € [487",4(1 + €)B] is directly implied by Corollary C.3
taking A = (6 4 4e¢). This, along with the strong Markov property, shows that it suffices to
prove

Po.(1+ep)(n2(0) < 2(B71) < Cpre €Ly
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for y € (4(1 4+ €) B, 00). Therefore, we assume the starting configuration to be Q1(0) =0 and
02(0) = (1 +¢€)B. For any y € (4(1 4 €) B, 00), define the following stopping times: ¢g9 = 0
and for k > 0,

b1 =inf{t > ¢ 1 Q2(1) =2(1+€)B or Q2(t) =7},

$ar2 =inflt = o1 1 Q2() = (1 + ) or Q2(1) = 7).

Let NI = inf{k > 1 : Q2(¢ax+1) = B~'}. By Lemma C.5 and the strong Markov property,
forany g > B5* and any k > 1,

3 k
(C.9 Po,(1+6)8) (./\/L > k) < (Z) .

Therefore, for any B > max{fBo, B;*} (where By and B;* appear in Lemma C.I and
Lemma C.5 respectively) and any y > 4(1 4 €)8,

Po.(+ep) (2(y) < 2(B71))

=P<0,<1+e)ﬂ>< sup Qz(t)>y)

0§t§¢2/\/L

M

=

P(O«He)ﬁ)( sup  02(1) >y, N > k)

D21t <¢hoi

»
Il
—

E@.(+0p LN = k)P a1+ep) (12(0) < 12((1 4 €)B))

M2

=

»
Il
—

Po.(1+0)p) (NE > k)Cre 2P (by Lemma C.1)

IA
2

a~
Il
_

IA
2

3 k * *
(Z) Cie™C2PY  (by (C.9)) =4Ce 2P,

~
Il
—_

where the second inequality uses the strong Markov property. This completes the proof of the
lemma. O

APPENDIX D: PROOFS OF HITTING TIME ESTIMATES IN THE SMALL-8 REGIME
In this appendix, we will assume 8 to be sufficiently small in many calculations, often

without explicitly mentioning it.

PROOF OF LEMMA 5.1.  Assume (Q1(0), 02(0)) = (0, y) for any fixed 0 < y < g~1/2.
Define the following stopping times: Ag =0 and for k > 0,
Agy1 =inf{t > Agi: Q1 (1) = — B4,
Agkqo =inf{r > Agpy1 1 Q1(1) = —B}.
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Define N; = inf{k > 1: Ay >t}. Then for any x > 28!/4,

Eo,y) (/ 110, (s)<—x] dS)

Aojy2
- Z 1E(O y) (</ 1[Q1(S)§—X] ds>1[/\/}>2k+2]>

Akt
(D.1) f0(=p)
1
< ZP(O w(/\/} >2k+2) sup E( Bl/4 ) (/ 1[Q1(S)S*X] dS)
k=0 z=2p712

7(—p)
<Eq©yWN) sup E_gis Z)</ 1[Q1(S)S—Xst)'
7<2B~ 1/2

Now, we use the fact that with starting configuration (Q1(0), Q2(0)) = (—B/4, z), for all
t <11(0), Q1(t) + B is stochastically bounded below by an Ornstein—Uhlenbeck process X A
with Xo = —BY/* + B. Denote by I@’u and I@u the probability and expectation under the law
of an Ornstein—Uhlenbeck process starting from u and 7 (v) the hitting time of level v by X.
Using this, we obtain for any x > 28174,

T1(=ph)
IE(—ﬁl/“,z) (/0 L OESS ds)

. £(0)

(D.2) <E piapp ( fo Lk z—xtp) ds)
<BE_gap(1(E(—x + B) < 2(0))(£(0) — 2(—x + B)))
=P_giap(F(—x + B) < 2(0))E_15(7(0)).

Recall that the scale function for the Ornstein—Uhlenbeck process is given by §(u) =
Io e?’/2 dv. Using this,

1/4_g 2
63 /3ev /2dv< /31/4()6_/3)

D. P 2(— £(0)) = .
(D.3) _ﬁl/4+ﬂ(r( x+p) < T(O)) f(;ffﬂ e’ 2d4v e—p)%/2 _ 1

From the Doob representation of Ornstein—Uhlenbeck process, it is straightforward to check
that there exists a positive constant C not depending on x such that

(D.4) E_+i4(2(0) < C((x — B) Alog(2+ (x — B)?)).
Using (D.3) and (D.4) in (D.2), we obtain for any x > 281/4,

71(0)
sup  E_gia ;) (/ 110, (s)<—x] dS)

7<2B~ 1/2

OB =B’ A (x = B)log2 + (x = B)*)).
- e(x .3)2/2 —1

(D.5)

Next, we produce an estimate on E(y) (NV;). Note that for each k > 0, Agry1 — Ay
is stochastically bounded below by the hitting time of level —p'/# by the process ¢ >
-8B+ (WV2W (1) — Bt) — sups<,(«/§W(s) — Bs). Denote the hitting time of level —1 by the
process t > — 1 5+ (W2W (@) — /35/4t) — sup§<,(«/7W(s) — ,35/4s) by A. By Brownian scal-
ing, choosmg sufﬁc1ently small Bg and B < By, Azx+1 — Aoy is stochastically bounded below
by B!/ ZA. As B <1, A, in turn, is stochastically bounded below by the hitting time of level
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—1 by the process ¢ — —% + («/EW(I) —t)— supsSt(ﬁW(s) —s), which we denote by A*.
Let {AZ}/@O be i.i.d. copies of A*. It is easy to check that A* is a subexponential random

variable, and thus, using Chernoff’s inequality (see [15], page 16, equation (2.2)), we obtain
for any n > 287121 /(E(A%)),

Po.yy(N: > 2n + 1)

n n
=P,y (Z(A2k+l —Ay) < t) <P,y <Z Aj < 5—1/2t>

k=0 k=0

n
<P,y (Z(A;; —E(A})) < B~V — nE(A;;)) <Ce €,
k=0
From this, we immediately obtain for r > E(A*)g!/2,
(D.6) Eq.,)(M) < C,B_l/zt.

Plugging in the estimates (D.5) and (D.6) in (D.1),

t
Eo,y) /O 110, (s)<—x] dS)

B=V4((x — B2 A (x — B)log(2 + (x — B)?))
ex—p)2/2 _ 1 ’

(D.7)

<C

where C does not depend on 8, ¢, y. Now, observe that for any n > 1,

w2672
B,y ( /O 1[0 (s)<-x] dS)

nﬂ_l
<Eq,y </0 110, (s)<—x] dS)

—1

00 kp
(D.8) + ) E(Qy)((_/o 1[Q1(S)<—Xst)1[(k—1)/31§r2(2ﬁ1/2)<k,31])
k=n+1

np~!
<E.y) <f0 L1101 (5)=—x1 dS)

+ Y kBTPoy (287 = k- D).

k=n+1
To estimate the probability appearing above, we define the stopping times S and for k > 0,
Sy =inflt > Sy 0 S(1) =272 or S(r) < —p7'/?},
Shan =inf{t > S5, : S@)=28"""2or S(t) = —B}.

Let Ns« = inf{k > 0 : S(53; L) = 2,3_1/ 2}, Then proceeding along the same lines as the
proofs of (5.4) and (5.5), we obtain constants p, g € (0, 1), C > 0 not depending on S, ¢, y
such that forany n > 1,

P(.y)(Ns+ =n) < (1 — p)", Po.y(SF=np™ ) < (1 —¢)".
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To see the second bound above, note that along the lines of (5.5),
Py (ST 2 87") < Eo (st P( sup (V2W(@0) = 1) <367'1%))
1<p~
<Py (87 = (=B )P( supl(«/EW(t)) <3712 41).
t<p~

Moreover, using the Doob representation for the Ornstein—Uhlenbeck process which can be
used to bound Q| + B from below, it is straightforward to show that forn > 1,

Py (S —SF=np~ 2 < cp e < cle= (DB,

Observing that 7p(28~1/?) = S;Ns* 41 and using the above estimates, we obtain for any
k,n > 1 satisfying k > 2n + 1,

P,y (r2(2871%) = k")

~1
=P,y (SikNS*H >kp~)
2n+1

<PoyNss=n)+ Y Py (Sh —SF=kB~!/@n+ 1)
i=1

<(1=p)"+@n+1)((1 - q)k/(2n+1)) + Cle—(k/@n+1)=Dp~/>
Choosing any k > 9 and taking n = (+/k — 1)/2 in the above,
(D.9) P,y (12(2872) = k™) < Ce CVF.

Using (D.7) and (D.9) in (D.8), we have positive constants C, C’, C” such that for any
ye©, 717, x =2 andn > 1,

212
E0,y) </ 110, (s)<—x] dS)

o =B’ A(x = B)log2+ (x = B)*)) N/
= B5/4(e—BP/2 _ 1) - Z pice e

k=n+1

MG =B A= Plog@+ =B e
= B3/4(e=B2/2 — 1)

< Cnp=S/4e=C=B/4 L ce=C"VI,

Choosing n = (1 + (x — ,8)4) /(8C” )2 in the above, we obtain a positive constants C such that
forany y € (0, B~1/%), x = 281/4,

g2 )
(D.10) E(O,y) (/ l[Ql(S)S—x] ds) < Cﬁ—5/4e—(x—,5) /8
0

completing the proof of Lemma 5.1. [J

PROOF OF LEMMA 5.2. Let (Q1(0), 02(0)) = (0, 4M0,3_1). Define the following stop-
ping times: A} =0 and for k > 0,

Ay =inflt > A% 0 Q1) = —B or Q2(t) =2Mop™"},
Ao =inf{t > A%y Q1(t) =0o0r Qa(t) =2Mop™"}.



JSQ DIFFUSION LIMIT IN HALFIN-WHITT REGIME 135

Define N;* =inf{k > 1: A} >t or Q2(A}) = 2MoB~'}. Observe that for any x > 2,

11 (OAT2MoB™)
sup K- ﬁy)(_/ 1[Q1(s)§—x]ds>

y=2Mop~!
(D.11) < sup  Pgy(ti(—x) <11(0) A n(2Mys™)
y=2Mop~!
x sup  Eyy(T1(0) A 12(2M0/3_1)).
y=2Mop~!

On the time interval [0, 71 (0) A T2(2MpB~")], Q1 is stochastically bounded below by the
process t ﬁW(t) + 2MyB -1 B)t. Using this and scale function arguments we obtain
for B < By for sufficiently small By € (0, 1) and x > 28,

@M~ =B _ 1

sup  Pp ) (1(=x) < 11(0) A2 (2MpB ")) < Mo —P)x _ |

y=2Mop~!

_rrp-1
<Ce CF

where C, C’ are positive constants not depending on 8, x. Denoting the hitting time of 0 by
process t > —x + V2W (@) + CMyB~" — Bt by ¥,

sup By (t11(0) A 1a(2MoB™")) <E(r¥) < C"xB,
y=2MoB~!

where C” does not depend on x, 8. Using these estimates in (D.11), we obtain

11 (AT, 2MoB™) .
(D.12) sup E M( / I[Ql(s)f_x]ds>§Cx,Be_ px
y=2Mop~!

Using a similar argument as that used to derive (D.6) stochastically bounding 8~ 2(A2k -
A%,) from below by subexponential random variables and using Chernoff’s inequality, we
obtain ng > 0 not depending on S, ¢ such that for any n > notp =2,

(D.13) Poamypty N =2n+1) < Cle .

Using (D.13), and part (ii) of Lemma A.1 (recalling ¢] = My and taking y = 3MoB~ 1), we
obtain kg > O such that for all k > ko,

P 0,4m08~1) N 2pt -1y Z 20k~ N +1)
<P amp) (T2 2Mop™") = k™)
+Po.amys-1y Nig-2 = 2n0(kB™2) 7> + 1)
< & lexp(—c8 > (B2)"7%) +exp(—cyp>(kB2)) + B~ exp(—cy(kp )
4+ Cle=CnokB™
From the above estimate, it follows by summing both sides over k > kg that

(D.14) E(0,4M0;3*1)(N QMyB~ 1)) C'B_

1)
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Using (D.12), (D.14) and the strong Markov property at stopping times A%, ., in the upper

bound
(2Mop™h
I[5(0541"10/3_1) <‘/(; 10, (s)<—x1 ds)
ad AjZFkJrZ
=< - 1 _1ds ) a+
—IZ(:)E(OAM()/% ‘)((/ o [Q1(s)=—x] S) [NIZ(ZMOﬂ_I)zzkH]),
we obtain

©(2Mop™) 3 gy
Eo.4m08-1) </0 110, (s)<—x] dS) <CxB e

for all x > 28, which proves Lemma 5.2. [J

PROOF OF LEMMA 5.3. We proceed as in Lemma 5.2 and define the stopping times
A§* =0and for k >0,

A;Z-}-l = il’lf{f > A;;{k : QI(I) = —\/B or QZ(I) =4M()ﬁ_l or QZ(t) _ 13_1/2}’
ASp o, =inf{r > ASE, 2 Q1(t) =0o0r Qs(1) = 4MoB~" or Qa(1) =p~/?).

Define N;** = inf{k > 1 : A" >t or Q2(A) = 4MoB~" or Qa(r) = B~1/?}. By the same
argument used in Lemma 5.2 by bounding O from below by a Brownian motion with drift
B~1/2 — B for t < 11(0) A 12(B~/?), we can conclude for any x > 281/2,

1A
sup E(_ﬁl/z,y) (f 1[Q1(S)§*X] dS)
(D.15) B=1/2<y<4Mop~! 0

< Cxﬂl/ze_c/ﬂ_l/zx.
Moreover, using the same approach as the one used to derive (D.9), for any k£ > 9,

(D.16) sup P 0.y (12 (4MoB~") > kB~2) < Ce €'Yk,
B~ 12<y<aMyB~!

Using a similar argument as that used to derive (D.6) stochastically bounding g~ (ASF —
A%}) from below by subexponential random variables and using Chernoff’s inequality, we
obtain n{, > 0 not depending on B, ¢ such that for any n > njtp~!,

(D.17) sup Po.y)(N;™ = 2n+1) < C'e €™,
p1/2<y<dMop~!

Using (D.16) and (D.17) and the calculation leading to (D.14), we obtain

(D.18) sup E.)(N* 1 ) <cp,
B2 <y<4Mop! P (BN (Mo

Using (D.15), (D.18) and the strong Markov property at stopping times A%y, in the upper

bound

DB An(EMB™Y

sup E0,y) ( / 110, (s)<—x] dS)
ﬁ’1/2§y§4M0,3’1 0

- A3
= ZE(OAMOﬁ—I) /A** l[Ql(s)f_x]dS 1[/\/*
k=0

e 0~ ary@mep~h)
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we obtain

sup Eo,y)

( frzw”?)mz(woﬂ')
B12<y=4Mop~!

Lig)()=—x] dS)
< CXIB—S/Ze—C’ﬂ_l/Zx

for all x > 2p8'/2, which completes the proof of Lemma 5.3. [
PROOF OF LEMMA 5.4.  Write

; o(n (%) . p
x = — S.
p(x) /fz(ﬂl/z) [01(5)=—x]

Observe that for any x > 0, y € [8~1/2,4Mo 8711,
E0.) (I )y (6-1/2) <y abyp=171)
(D.19) < By (g0, (ry(p-1/2))=—x/21)
+E0.) (1) 0, (138712 <—2/2, 1281/ <12 (4Mop~1)1)-

To estimate the first term above, apply the strong Markov property at 7, (8~'/?) and recall
that Q1 + B is bounded below by an Ornstein—Uhlenbeck process X for ¢ < t1(0). Using this
observation and proceeding as in the proof of (D.5), we obtain for any x > 48,

B,y (18110, (ry(p-112))2—x/21)

E ( "0y d
= sup -172 / [Q1()=—x] S)
B ALY 01(9)=—x

A 10
(D.20) < sup B (/ Lo ds)
z€[—x/2,0] th 0 [X(s)<—x+p]

< sup Ep(1(F(=x+B) <2(B)(F(B) — T (—x + B)))

ze[—x/2,0]

= sup Pp(f(=x+B) <tB)E_.15(2(8))
z€[—x/2,0]

< C/e—(x—2,8)2/4.
In the above, we used
157 Ry e = prepr

sup Poip(P(—x+B) <E(B) < —
ze[—xl/)Z,O] Z—HS( ’B 'B) fj;ﬂ evz/ZdU 2(6()6—/3)2/2_ 1)

20x — ﬂ)Ze—S(x—Zﬁ)z/S
<
T 31 —e==B?/2)

< Ce 32878,

To estimate }E_H,g (1(B)), we decompose the path of X on [0, 7(B)] into excursions: the first
one from —x + 8 to 0, and then from O to =8 and then &8 to O until the first time B is
hit. Using this decomposition and standard estimates on Ornstein—Uhlenbeck processes, we
obtain

E_15(2(8)) < C[(x — B) Alog(2 + (x — B)?) + B2].
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The calculations are analogous to the ones used repeatedly in the article and we omit the
details.

To estimate the second term in the right-hand side of (D.19), note that on the event
(n(B7?) < u(@Mop™h}, o(a(B71/?)) < 12(4MpB~"). Thus, on this event, Ig(x) <
72(4MoB ). Using this observation and the Cauchy—Schwarz inequality,

E .5 (1) X[, (y(8-1/2)) <—x /2,12 (8- 1/2) <ty (Mo B~1)1)

—1
< Eq,y)(22(4MoB™ )10, (5,8~ 112)) <—x /2,12~ 112) <t2 (4Mo~1)1)

(D.21)
< (Eqy) (2(4Mop™")) 2
x (Po.y) (Q1(n2(B7"%)) < —x/2,12(B~'7?) < a(aMop™")))' /2.
From (D.16),
(D.22) sup E.)(12(4MoB~ ")) < CB~*,

B=12<y<aMop!

Using the stopping times A7* defined in the proof of Lemma 5.3, for any y € [p~1/2,
4MoB~ '] and any x > 4./B,

P.y)(Q1(r2(B77%)) < —=x/2. 12(B7'/?) < 2 (4Mo "))

0
=Eq.y (Z Liass, <ti(—x/2<A% 0812 <t (Mo )]
k=0

X 1 pr
(D.23) [Nfz(ﬂ_l/z)Af2(4Moﬂ1)22k+2])

=< sup P(_ﬂl/z,z) (‘L’l(—x/2) <171(0) A 7:2('3—1/2))
B2 <z<4Mop~!

X E0.5) Vo 6-12)nnamop )
<CpleCP
where for the bound on the last line, we used (D.18) and the fact that starting from
(01(0), 02(0)) = (—=BY/2,2), B~12 <z <4MyBp~", Q is bounded from below by a Brow-
nian motion with drift ,8_1/2 — B fort <71(0) A tz(,B_l/z). Also, C, C’ appearing in the
above bound do not depend on y. Using (D.22) and (D.23) in (D.21),

sup B0, (I8 [0, (2y(8-112)) <—x /2,128~ 1/2) <2 4 Mo~ 1)])

(D24) B~12<y<4Mop~!
1/2X

< Cﬂ—7/Ze—C’,6‘
Using (D.20) and (D.24) in (D.19) completes the proof of Lemma 5.4. [

PROOF OF LEMMA 5.5. We will proceed similarly as in Lemma 5.4. Write

J5%) /‘0(r2(2M()/3_1))1 J
X) = — s,
B @Mop-1) [Q1(s)<—x]

25) E.4n0-1) (T8 (0)) = E o a1 (T8 )10, (ry200p-1))2—x/21)

+ Eo amop—1) (T80, (M08~ 1)) <—2/21)-



JSQ DIFFUSION LIMIT IN HALFIN-WHITT REGIME 139

The first term is estimated as in (D.20) yielding for any x > 48,

— _2 2 4
(D26) E(0.3) (Jp ()10, (cy 2012 —x21) < C'e” W72,

To estimate the second term, recall «; = 1 (2M0,8_1). Note that by the Cauchy—Schwarz
inequality and strong Markov property,

E.41081 (10, myaMop~1))<—2/21)
< (Eo.amop-1) (0 (1) — 051)2)1/2
(D.27) x (Po.amop1(Q1(22(2Mop™")) < —x/2))'/?
= (E0,am08-1) (B0, @ 2mop-1 (11 (0))*) 1/
x (Po.anop-1) (Q1(r2(2Mop™")) < —x/2)) /2.

To estimate the first term in the product above, we again bound Q| + 8 from below by
an Ornstein—Uhlenbeck process X for 1 < 7,(0). For any u > 0, decompose the path of X
starting from —u on [0, T(B)] into excursions: the first one from —x + B to 0, and then from
0 to £ and from % to 0 until the first time 8 is hit. The number of excursions is distributed
as 1 4+ Geometric(1/2). Using this in a standard calculation to obtain the second moment (we
omit the details), we obtain for sufficiently small 3,

E_,(2(8))* < C(u A (log(2 + u?))* + B).

Using this and the estimate for E(0’4M0571)(—Q 1(cx1)) obtained in (5.14), we deduce for
sufficiently small 3,

E 0431051 By @) 2m05-1 (T1(0)))
(D.28) < CEgampp-1 (| Q1(e1) + B| A (log(2 + | Q1 (1) + B*)* + )
<C'B

To estimate the second term in the product (D.26), we proceed similarly as in (D.23), but now
using the stopping times A} defined in the proof of Lemma 5.2. For any x > 48,

Po.amos(Q1(22(2Mop™h)) < —x/2)

o0
=< E(0,4M0/5—1) <Z 1[A§k+l <fl(—x/2)<A§k+2]1[ :2(2M051)>2k+2]>
(D.29) k=0
< sup Pgo(ni(=x/2) <10 A1 (2MoB™))Ew0y (N ohs-1))
7>2Mp B!
<cpieCF Y

where for the bound on the last line, we used (D.14) and the fact that starting from
(01(0), 02(0)) = (=B, 2), z = 2MpB~", Q1 is bounded from below by a Brownian motion
with drift 2MoB~! — B for t < 11(0) A o(2MpB™ ).

Using (D.28) and (D.29) in (D.27),

—4 _C'g-1
(D-30) E 041051 (80, (ry@mtop1))<—xj21) < CB e P,
Using (D.26) and (D.30) in (D.25) completes the proof of (v). [
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APPENDIX E: PROOF OF LEMMA 5.6

In this section, we will prove Lemma 5.6. We begin with the following estimate, which is
a consequence of Lemma A.3.

LEMMA E.1. There exist positive constants Cs, C§, C§ such that for any p € (0, e 1),

P(O?zcsﬂ—llogﬂ—l)(fz(y) < rz(CS,B*1 logﬂfl)) < C/Se*CS’3y
forall y>4Csp ' log .
PROOF. Take Cs =R~ +1,Cy=C} and C§ = C; (where R™, C}, C5 are the constants
appearing in Lemma A.3). 8 <e~! ensures ~!log8~! > 1. Write z = (y — 8)/2. Then
+B=0+p)/2=>2Csp ogp~! forall y>4CsB ' log B~'. Therefore, we can derive

the lemma from Lemma A.3 by noting that yo(f) defined in the lemma satisfies yo(8) + 8 <
CsB~'log ! and observing that for all y > 4CsB ! log g1,

P 02051 10g p-1) (T2(y) < 12(CsB ' log 1))
=P2csp1100 1) (1222 + ) < 0 (Csp~ og B7"))
<Pacsp-ti0gp) (1222 + B) < 2(y0(B) + B))
<P0.e+p) (2224 B) < 12(30(B) + B)) < Ce™ P,

where the second to last inequality follows from the strong Markov property and the last one
follows from Lemma A.3. [J

The following lemma gives an estimate analogous to that in Lemma E.1 in the region
y e[8Mop~!,4Csp log B!, where My > 0 does not depend on S.

LEMMA E.2. Recall the constant Cg defined in Lemma E.1. There exist positive con-
stants Mo, CL, C%, BS such that for all B < B and for all y € [8Mop~",4Csp~ log '],

2
P0.y/2) (12(y) < 2(2MpB ")) < Che C5PY

PROOF. We recall from Lemma A.5 that for 8 < 1, there exist positive constants c/l, c’z,
¢} not depending on 8 such that for any y > ¢| g,

t
Po.y (/0 (—Q1(s))ds > % inf O2(s) = B+ /3) < exp(—cht'Pg723)

for t > c’3k ,82. Take My = c/l. By the explicit choice of constants made in Lemma A.5, c’l,
c/2 are the same constants as the ones appearing in Lemma A.1. Write Z; = fot(—Ql(s)) ds
and t = k,BZ, k=0,1,2,.... Take any k > (,By)S. Note that if % > % then the event
{Z; > 3Bt /4 for some t € [t, tr+1]} implies

Ilk+1 > 3B8tx /4 > Btry1/2.

Moreover, there exists 81 > 0 such that for all 8 < B, the event {t2(2MoB ") > ¢ for some
t € [tx, ty+1]} implies

0x(t) = 2MB~ e > Mop™" + B
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for all ¢ € [‘L’2(2M(),3_1), tx+1] which, in turn, implies rz(Moﬂ_1 + B) > tr+1. Therefore,
there exists k| > 1 and B; > 0 such that for all y € [8MoB~",4Csp ' logB~'] and all B <
B1,
P.y/2)(Z: > 3Bt /4 and ©2(2Mop ") > 1 for some 1 > k1 (By)’ )
o
< Y Poyo(T >3pt/4and (2MoB™!) > ¢

k=Lk1 (By)3)

for some ¢ € [tx, tyy1])
(E.1)

o0

< Y Py (T > Btis1/2and T2 (MoB ™" + B) = try1)
k=Lk1(By)’]

o0
/1. 1/5 "
< 3 ekl cemaby

k=1k1(By)]
for some positive constant ¢ that does not depend on 8. For any y € [8 Mop~ !, 4Csp~ ! x
log 8711,
P,y (2(y) < 12(2MoB™"))

<P,y2)(n2(») < k1(By)’B?)
+P0,y2)(Z; > 3B1/4 and 2 (2MoB~") > ¢ for some 1 > k1 (By)’ %)

+Po,y/2) (k1 (BY)’ B* < 12(y) < 2 (2MoB ™), T, < 3Bt /4

for all 1 € [k1(By)° B2, 2(2MoB™Y)]).
Note that with starting configuration (Q1(0), Q2(0)) = (0, y/2), t2(y) in the above ex-
pression also corresponds to the hitting time of the level y by the sum S(t) = Q1(¢) +
0>(1) = SO0) + V2W (@) — Bt + I, = % + V2W (1) — Bt + ;. Further, note that as y <
4Csp~'og B!, ki(By)’ B> < ki (4Cs)**(log ~")3. Thus,
Po,y/2)(12(y) < 12(2Mo ™))
< IED(0,y/2)< sup S() > )’)
1<ki(4Cs)>B2(log B=1)3

(E.2) +P0.y/2)(Z > 3Bt /4 and 12 (2Mop ") > t for some 1 > k1 (By)°B?)

+Po,y2) (tSUP (V2W(t) — pr/4) > Y/Z)

< P(o,y/2)< sup S(t) > y) + e_Cé'ﬁy + e—f}y/S’
1<ki(4Cs)°p?(log B~1)°
where the last line is a consequence of (E.1) and the fact that sup, <OO(\/§W(t) — Bt/4) is
exponentially distributed with mean 48~!. To complete the proof, we need to estimate the
first probability on the right-hand side above. To do this, first note that

Q1(1) = V2W(r) — Bt — sup(ﬁW(s) — Bs).

s<t
Therefore, there exists B> > 0 such that for any 8 < B, and any y € [8MoB~",4Csp~! x
log 711,
IP’(o,y/z)( inf 01() < —\/B)

1<k1(4Cs)’ B2 (log B~1)3
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<P,y ( inf (V2W () - Br) < —V/B/2)

1<k1(4Cs)3B2(log p~1)3

+Po., /2)( sup (V2w () — Bt) > VB /2)

t1<k1(4Cs)>p*(log p1)°

<P inf (V2W @) < —VB/4)

1<k (4Cs)>B2(log B~1)3

.
+ ]P)(O,y/Z)( sup (\/EW(I)) > \/B/4> <e 3 @ECHplogh )
1<k1(4Cs)>B2(log B~1)3
If inf, ., acg)5p2(10g p-1y5 Q1) = —+/B, then for any ¢ < ki (4Cs) B*(log ~1)°,
S(t) < S(0) +v2W (1) — Bt + ki (4Cs)° B> *(log B71)°.

Therefore, there exists B3 > 0 such that for all 8 < 83 and any y € [8M(),3_1,4C5,3_l X
log 811,

P(O,y/Z) ( sup S(t) > y)
1<ki(4Cs)’B2(log 1)

< P(o,y/z)( inf 01() < —\/B>

1<k1(4Cs)°p?(log B~1)°

+ IP’(sup (V2W(t) — Bt) > y/4)

(E.3)

-
<e 32WCHPlogp~) | o=AY/4 < 2e—ﬂY/4’

where in the last inequality, we used the information that y < 4Csf~!log 8~!. Using (E.3)
in (E.2), the proof of the lemma is completed by choosing ﬂg, =min{By, B2, f3}. U

Now we “patch up” the estimates obtained in Lemma E.1 and Lemma E.2 to prove
Lemma 5.6.

PROOF OF LEMMA 5.6. Choose My as in Lemma E.2. If y € [8M0ﬂ_1,4C5ﬂ_1 X
log 7!, then the bound is furnished by Lemma E.2. Therefore, it suffices to consider
y > 4CsB'log B~!. Define the following stopping times: So = 0 and for k > 0,

o1 =inf{t = Sy 0 Qa(1) =2MoB~" or Qa(t) =2Csp " log B},
Saky2 = inf{t = Spei1 2 Qa(t) =2MoB ™" or Qa(1) =CsB~ ' log p'}.

Let Ng =inf{k > 0: Q2(Sox+1) = ZMO,B_l}. Note that by Lemma E.2, there exists ,Bi“ >0
such that for all B < B},

Su};))]P)(_x’Csﬂfl 10gﬁ71)(r2(2C5,3_1 log,B_l) < r2(2M0,3_1))
x>

< P(O,Csﬂ_llogﬂ—l)(TZ(zcsrB_] log ,3_]) < ‘L'2(2M0,3_1))
—2C%Cglog B! < l
2’
where the first inequality above follows from the strong Markov property applied at the stop-
ping time inf{t > 0: Q(t) = Csp~ ' log ~!}. This immediately gives us

§C§e

o8} o0
(E.4) Eamop-Hy(N) =Y Poappp-1y(Ns = k) < 14> 27F =2,
k=0 k=1



JSQ DIFFUSION LIMIT IN HALFIN-WHITT REGIME 143

For y > 4CsB~'log B!, by applying the strong Markov property at S»i, for k > 0 and
using Lemma E.1, we obtain 85 > 0 such that for all 8 < 87,

Po.amp (200) < 2(2Mop ™))

o0
= Z]P)(OAMOﬁ*l)( sup 0>(t) >y, Ns > k)
k=0

1€[Sok+1,82k+2]

o0
<D Eamep-1yLins=k1P0.205p-1 10g -1y (12(Y) < 7 (CsB ' log B71))
k=0

< Egampp-1)(Ns)Cse 5P <2CGe™CsP.

This completes the proof of the lemma by choosing fp = min{g}, 5}. U
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