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The methodologies of sufficient dimension reduction have undergone ex-
tensive developments in the past three decades. However, there has been a
lack of systematic and rigorous development of post dimension reduction in-
ference, which has seriously hindered its applications. The current common
practice is to treat the estimated sufficient predictors as the true predictors
and use them as the starting point of the downstream statistical inference.
However, this naive inference approach would grossly overestimate the con-
fidence level of an interval, or the power of a test, leading to the distorted
results. In this paper, we develop a general and comprehensive framework of
post dimension reduction inference, which can accommodate any dimension
reduction method and model building method, as long as their corresponding
influence functions are available. Within this general framework, we derive
the influence functions and present the explicit post reduction formulas for the
combinations of numerous dimension reduction and model building methods.
We then develop post reduction inference methods for both confidence inter-
val and hypothesis testing. We investigate the finite-sample performance of
our procedures by simulations and a real data analysis.

1. Introduction. Sufficient dimension reduction (SDR) embodies a family of methods
that, in a regression setup, seek reduction of dimensionality without loss of regression in-
formation. It has proven to be a powerful tool to extract useful information from high-
dimensional data, and has found wide applications in high-dimensional data analysis and
regression graphics (Cook [4], Li [15] and Li [24]). For a response variable Y and the p-
dimensional predictor vector X, SDR seeks the g-dimensional sufficient predictor " X, such
that

(1.1) Y 1L X|n'X,

where L denotes statistical independence, and 7 is a p X g matrix, with g < p. It is straight-
forward to see that n always exists, as it can trivially take the form of the identify matrix. But
it is not unique, as one can rotate or amend 7 so that (1.1) still holds. As such, SDR turns to
the subspace spanned by the columns of 7. It is called a dimension reduction subspace, and
under very minor conditions (Yin, Li and Cook [41]), the intersection of all such subspaces
is itself a dimension reduction subspace. Such an intersection, by definition, is a unique and
parsimonious population parameter that captures full regression information of Y given X.
It is called the central subspace, is denoted as Sy|x, and is the main object of interest in the
SDR inquiry. Since the pioneering work of sliced inverse regression (Li [21]), the research
in SDR has been flourishing, and numerous SDR methods have been proposed, including
sliced average variance estimation (Cook and Weisberg [7]), principal hessian directions (Li
[22]), minimum average variance estimation (Xia et al. [40]) and directional regression (Li
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and Wang [18]), among many others. There have also been developments of SDR based vari-
able selection and screening (Bondell and Li [2], Zhu et al. [42]), semiparametric SDR (Ma
and Zhu [26, 27]) and nonlinear SDR (Li, Artemiou and Li [16], Li and Song [17]). For a
comprehensive review, see Li [15].

Despite the rapid advances of sufficient dimension reduction methodologies, however,
there has been a lack of development on post dimension reduction inference. The outcome of
SDR is a vector of sufficient predictors, but this is not the end of a typical data analysis. In
most applications, the end product is an estimated statistical model, furnished with confidence
intervals and p-values for statistical significance. Currently, the common practice is to feed
the sufficient predictors obtained from SDR to the subsequent modeling as if they were the
true predictors. It then proceeds with the usual model estimation and inference procedures,
which completely ignores the estimation error incurred in the dimension reduction step, and
thus tends to produce overly optimistic confidence intervals and p-values. More specifically,
sufficient dimension reduction produces an estimate 7 of the 5 in (1.1), which, under mild
regularity conditions, converges to 7 at the n~'/2 rate. A subsequent modeling step builds a
parametric probability model, say f5(7' X, Y), which treats /T X as the new predictor, and
from which an estimate @ of 6 is derived. In this process, the error in 7 contributes to the
error in , and the contribution is in the same order of magnitude, that is, O p(n~12), as the
error in @ when 7 is known. If we ignore the error propagated from 7, as the current solutions
do, then the confidence interval for 6 will be significantly narrower than the true confidence
interval, and the p-value for testing 8 will be significantly smaller than the true p-value. In-
deed, our data example in Section 7 shows that in some cases an inference method ignoring
the error in 7 leads to a statistically significant conclusion, whereas an inference method that
takes into account of the error in 7 leads to a statistically insignificant one. This lack of for-
mal and rigorous post dimension reduction inference has seriously hindered the applications
of sufficient dimension reduction.

In this article, we fill this gap by developing a general and comprehensive framework for
post dimension reduction inference. The central issue for post reduction inference is to track
how the error induced by dimension reduction propagates into the subsequent model estima-
tion. To do so, we face the challenges that there are a large variety of dimension reduction
methods, and as many different methods of estimating a statistical model. A useful post di-
mension reduction inference framework should be an open system that is capable of adapting
to different dimension reduction and model estimation methods. Our idea is to use the in-
fluence functions of statistical functionals as a vehicle to achieve this generality. Many SDR
methods can be expressed as eigenvectors of matrix-valued statistical functionals. As such,
they can be expanded as asymptotic linear forms under mild regularity conditions (Bickel et
al. [1]). Likewise, many estimation methods can also be expressed as vector-valued statistical
functionals, which again can be expanded as asymptotic linear forms. These two asymptotic
linear forms are uniquely determined by the influence functions of the statistical function-
als for dimension reduction and estimation, and together would uniquely determine the post
dimension reduction asymptotic distribution. Our post reduction framework is designed in
such a way that one can input the influence functions of any dimension reduction method and
any estimation method to produce the post reduction asymptotic distribution that takes both
processes into account.

Within this general framework, we derive explicitly the influence functions for five pop-
ular SDR methods and three commonly used model estimation methods. The SDR methods
include sliced inverse regression (SIR, Li [21]), sliced average variance estimation (SAVE,
Cook and Weisberg [7]), two forms of principal Hessian directions (y-PHD and r-PHD, Li
[22], Cook [5]) and directional regression (DR, Li and Wang [18]). The model estimation
methods include differentiable estimating equations, nondifferentiable estimating equations
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and generalized method of moments (GMM). We note that differentiable estimating equations
include generalized linear model (McCullagh and Nelder [29]) as a special case, whereas non-
differentiable estimating equations include median and quantile regression as special cases.
Moreover, generalized method of moments (Hansen [9], Hansen, Heaton and Yaron [10])
have been widely used in econometrics. These 5 x 3 combinations of SDR and estimation
methods cover a wide range of statistical modeling and applications. They also serve as an
illustration on how to derive the influence functions and how to plug them into our post
dimension reduction inference framework to obtain the desired post reduction asymptotic
distribution. As such, more SDR and estimation methods can be incorporated into this frame-
work.

Based on the derived post dimension reduction asymptotic distribution, we proceed fur-
ther to develop specific methods for conducting statistical inference: constructing confidence
intervals and test statistics, and computing the asymptotic null and local alternative distribu-
tions of the test statistics. It is our hope that the materials developed in this paper can serve as
a first step toward incorporating sufficient dimension reduction and post reduction inference
into a systematic and comprehensive statistical method.

The rest of the paper is organized as follows. We develop the general post dimension reduc-
tion framework and the post reduction asymptotic distribution under a given pair of influence
functions, one from a SDR method and the other from an estimation method, in Section 2. We
next derive the explicit influence functions for three estimation methods in Sections 3, and the
influence functions for five SDR methods in Section 4. We then develop the post dimension
reduction statistical inference, confidence interval and hypothesis testing, in Section 5. We
conduct simulations and compare with the naive inference method in Section 6, and illustrate
our method with a real data analysis in Section 7. We conclude the paper with a discussion in
Section 8. We report some additional simulation results in the online supplementary material
[13].

2. General framework for post reduction inference. We begin with an introduction
of two statistical functionals: one for sufficient dimension reduction, which we call the re-
duction functional, and one for model estimation, which we call the estimation functional.
We then define the composite functional and derive its influence function, from which we
obtain the post dimension reduction asymptotic distribution. Finally, we explicitly compare
the asymptotic covariances of the estimated parameter with and without taking into account
the error induced by dimension reduction.

2.1. Reduction, estimation and composite functionals. Let (X, Y) be random vectors in
R? x R that take values in the measurable space (Q2xy, Fxy). Let P be the class of all
probability distributions of (X, Y). Let S be a metric space, which in our context is taken as
a space of matrices. A statistical functional is a mapping R from P to S. Let Fy be the true
distribution of (X, Y), let (x, y) be a fixed point in xy, and let 8, be the Dirac measure at
(x, ¥). The influence function of the functional R is defined as

. 0
R*(x,y) = 2= R[(1 = &) Fo + e85, |-

For more details about influence functions, see Bickel et al. [1]. Throughout this paper, we
assume that R* satisfies the following conditions.

ASSUMPTION 1. (1) E[R*(X,Y)]=0.
(2) R*(X, Y) has finite variance; if R*(X, Y) is a random vector or a random matrix, then
its entries have finite variances.
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These assumptions are mild and hold for all the SDR and estimation methods considered in
this paper. For a set of sufficient conditions for these assumptions, see Bickel et al. [1], page
19. When there is no ambiguity, we abbreviate R*(X, Y) by R*. In the following, an asterisk
on a symbol always indicates the influence function of a statistical functional represented by
that symbol. For example, for the statistical functionals ® (F, n) and A (F) discussed below,
®* and A* represent their respective influence functions.

Let (X1, Y1), ..., (Xy, Yy) be ii.d. samples of (X, Y). Let F;, be the empirical distribution
based on this sample. It is well known that, if R is Hadamard differentiable, then R(F,) has
the following expansion:

@.1) R(F,) = R(Fo) + En(R*) + 0,(n"?),

where E,, (R*) denotes the sample average n~' > R*(X;, Y;). Consequently, by the central
limit theorem,

2.2) VA[R(F,) — R(Fp)] > N(0, var(R*)).

Thus, the influence function R* uniquely determines the asymptotic distribution of R(F,).
Conventionally, R(F),) represents a statistic, and R(Fp) the parameter it estimates. For more
information about statistical functionals and influence functions, see, for example, Fernholz
[8], Bickel et al. [1] and Li [15].

We first define the reduction functional. Most SDR methods can be written in the form of
a generalized eigendecomposition problem. That is, there is a statistical functional A : P —
RP*P gatisfying that

(2.3) ¥ (Fo)~ ' span[A(Fp)] € Sy)x,

where X (Fp) denotes the covariance matrix of X. The relation (2.3) implies that the central
subspace Sy|x can be recovered by solving the generalized eigenvalue problem

(2.4) A(Fo)v = AX(Fo)v.

Let n = (1, ..., n,) denote its first r eigenvectors, where r is the rank of A(Fp) and r <gq.
For many SDR methods, the equality in (2.3) holds, and correspondingly, » = ¢. In this
case, we say the SDR method is exhaustive. See Li, Zha and Chiaromonte [19] and Li and
Wang [18] for sufficient conditions for exhaustiveness. For simplicity, we assume the SDR
method is exhaustive in this article; that is, Sy|x can be fully recovered by span(no1, ..., 1o,).
We also note that, the generalized eigenvalue problem in (2.4) can be solved by transform-
ing it into a standard eigenvalue problem. That is, if {B¢;};_, are the first r eigenvectors of

S (Fo) "2 A(Fo)S (Fo)~1/2, then 10; = £(Fo)~2foi, i = 1, ..., 7, are the first r eigenvec-
tors of the generalized eigenvalue problem (2.4). Given i.i.d. samples of (X, Y), the corre-
sponding sample version of (2.4) is A(F,)v = AX (F,)v, where X (F},) is the sample covari-
ance matrix of X. We define {7;}/_, and {/52}{21 accordingly.

We call the functional A (F) the reduction functional, and assume it is Hadamard differ-
entiable with the influence function A*. Correspondingly, we use n(F') to denote the R”*4-
valued statistical functional of the first g eigenvectors of A (F').

We next define the estimation functional. We start with a set of fixed eigenvectors
(M1,...,ny) that form an orthonormal set in R”. Suppose we replace the original p-
dimensional predictor vector X with the g-dimensional sufficient predictor n? X, then fit
some parametric regression model with the model parameter 6. Assume, for a fixed 7, the
estimate of 6 takes the following general form of a statistical functional

d:PxRPFYT > O CRS,
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where © is the parameter space for the parametric regression model. We call the functional
® the estimation functional, and assume that, for each fixed 7, the mapping F +— ®(F, n)
is Hadamard differentiable with the influence function ®*. Since we treat n as fixed, this
functional corresponds to the naive estimator as if 1 is known.

Now we replace the fixed n with the estimate 7 = n(F},) from a given SDR method, which
leads to an estimate of 8, T'(F,,) = ®[F,,, n(F},)], and the functional

T:P—>0©, F ®[F n(F)]

We call it the composite functional, as it is a composition of the reduction functional A (F),
which is implicitly contained in n(F'), and the estimation functional ® (F, n). The functional
T accounts for the variations in both dimension reduction and estimation, and its influence
function determines the post dimension reduction asymptotic distribution. It corresponds to
the inference procedure that does not pretend 7 is known.

2.2. Influence function and asymptotic distribution. Next we derive the influence func-
tion of 7'(F) given the influence functions A* and ®*. We derive the influence functions A*
and ®* for a variety of dimension reduction and estimation methods in Sections 3 and 4,
respectively. In the following, we use ® to denote the Kronecker product. We denote X (F,),
Y (Fy), X(F) by f], Yo, X, and denote A (Fy), A(Fp), A(F) by f\, Ao, A, respectively. We
first need the following lemma, whose proof can be found in Li [15].

LEMMA 1. Suppose all moments involved are finite. Then

1) vee(EH=XQRQX—-EXQX)—[X—EX)IQE(X)—E{XQ[X - EX)]};
@) veel(E72)" = —(Zy/* ® Zo + To ® £g'2) ! vee(EH);
(3) (Z—l)*z_E—IE*E—I

THEOREM 1. Suppose the following conditions are satisfied:

(C1) The statistical functionals F +— A(F) and F — ®(F,n) are Hadamard differen-
tiable with influence functions A*(X,Y) and ®*(X, Y, n). Both A* and ®* satisfy Assump-
tion 1.

(C2) The function n+— ®(Fy, n) is differentiable.

(C3) All the nonzero eigenvalues of E(;l/on 251/2 are distinct.

Then the influence function of T (F) is

T*(X,Y) = ®*(X, Y. no) + DC <Vec[2*(X, Y)]> ’

vec[A*(X,Y)]
where D = d®(Fo, 110)/3 vec(n)" and C = (A, B), in which
A=—[B] @1+ (I, ® %y PV H (P ho® 1, +1,® Aoz )]
x (Zo® 20% + 20% ® %o) ",
B=(l, @3, MH(Z,* 2",
H=(H],... H),

p
H,-=ﬁ5,~®[ Z ()»Oi—)»oj)_l(ﬂojﬂgj)}, i=1,...,q.

J=1jF#
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PROOF. Recall that the sample estimator of ng; is 7; = -V 2,@,-, where /§,~ is ith eigen-
vectorof X 12AS V2 i =1,..., g. Thus the influence function of 7j; is

m = (2712 B0 + 25 B

Furthermore, by Zhu and Fang [43], the influence function of B,- 18

BojBo;(B2ATT2)* By
A0i — Aoj

P
25 A=Y = H; vec[(Z712Ax71/2)1],

J=Lj#i
where
- 1
H; = f5; ® [ > (i —roj)” (ﬂo,'ﬁgj)]
J=1j#i
By Lemma 1 and some simple calculation,

vec[(Z712AZ712)"]
= (20 A0 1, + 1, ® AgZy ) (3 @ o + Zo ® 2% vec(T¥)
+ (25 ? @25 ") vee(A*).
Combination of (2.5) and the above equality yields
vec(B*)
=—H(Z, P Ao® I, + 1, ® ATy PN (2> © Zo+ To® =12) " vee(2*)
+ H(Eo_l/2 ® 20_1/2) vec(A*),

where H = (H/, ..., HqT)T. Hence
_1
vec(n®) = vec[(E_%)*,Bo + %, 28]
1 1 _1

=—(8) ® 1) (53 ® o+ To @ T() ™ vec(T*) + (I ® Ty ) vec(8”)

L (vec(Z¥)

=< (teean):
where C is as defined in the theorem. By condition (C2) and the chain rule for differentiation,
we have

T*(X,Y) = ®*(X, Y, 10) + D vec[n*(X, V)],

which completes the proof. [J

Condition (C1) of Theorem 1 is mild as most A matrices in SDR are functions of sample
moments, which are Hadamard differentiable if the moments of X and Y up to a certain order
are finite. Condition (C2) is also mild and is easy to verify. As we will see in Section 2.4,
Condition (C3) is also satisfied by numerous SDR methods and statistical models. Based on
Theorem 1, we next derive the asymptotic distribution of 6 = (F,, n).

COROLLARY 1. Suppose the conditions in Theorem 1 are satisfied. Then

Vi@ =69 2 N, ),
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where T' = (I,, DC)B(I,, DC)" and

E(®*0*T) E[®* vec(T*)'] ] E[®* vec(A*)" ]
B = | E[vec(Z*)®*T] E[vec(T*) VCC(E*)T] E[vec(Z )Vec(A*)T]
E[vec(A*)®*T]  E[vec(A*)vec(Z*)'] E[vec(A*)vec(A*)']

PROOF. By Theorem 1 and the relation (2.1) between the influence function and its
asymptotic linear form, we have
P*(X, Y, no)
0 =6o+ (I, DC)E | vec[Z*(X, V)] | +0,(n™/?).
vec[A*(X,Y)]

Then applying (2.2) completes the proof. []

At the sample level, X¢, Ag;, Bo in the matrix C are estimated by f), )A\,- and /§ The matrix
D is estimated by d® (F),, no)/d vec(n)". This is justified by

0P (Fy,m0) P
2w P p,
dvec(n)T

which holds under mild regularity conditions.

2.3. Asymptotic comparison of naive and objective inference. We compare the asymp-
totic covariance of the parameter estimate =T (F,) = ®(F,, n(Fy,)) that takes into ac-
count the estimation error induced by dimension reduction, and that of the naive estimate
6(no) = ®(Fy, no) that does not. We denote their corresponding asymptotic covariance ma-
trices by I"(no, 90) and F(no, 90) respectlvely Given the data, I"(ng, 6p) and l"(no, 6p) are
estimated by I' (7, 9) and F(n, 0) Since 7 and 6 are root-n consistent and I" and T are differ-
entiable, the differences, I' (7, 9) I" (no, 6p) and F(n 9) F(no,Qo) are both of the order
Op(n—1/%). Thus it suffices to compare I" (19, 6p) with F(no, 6p). The next theorem charac-
terizes the amount of the asymptotic variance increase after taking the dimension reduction
error into account.

THEOREM 2. Suppose the conditions in Theorem 1 are satisfied. Moreover, suppose
when ng is known, 0(no) is an efficient estimator of 6y. Then
T (30 60) — T (o 60)

B E[vec(T*)vec(S*)"]  E[vec(Z*)vec(A®)]\ 1 7
bc (E[Vec(A*) vec(2*)"]  E[vec(A*) Vec(A*)T]> cb.

PROOF. The proof echoes the Hajek—LeCam convolution theorem of regular estimators
(Bickel et al. [1]). Since, when 79 is given, both 6 and 6 (no) are regular estimators of 6,
and 9(170) is efficient, by the LeCam-Hajek convolution theorem, /n (9(770) — 6p) can be
decomposed into the sum of two asymptotically independent terms

Vn(8(m0) — o) + [v/n(6 — 60) — /n(6 (o) — bo)]
= VHE(®*) + VAE(T* — ®*) + 0p(1),
which implies that E[®*(T* — ®*)T] = 0. Hence
var[T*(X, Y)] = var[®*(X, Y, no) ] + D var{vec[n* (X, Y)]}DT.

Substituting the form of vec(n*) into this equation completes the proof. [
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2.4. ldentifiability of reduction parameter. Here, we briefly discuss the subtle issue of
the identifiability for the reduction parameters. In the framework of SDR with the structural
dimension g > 1, the basis (y1, ..., y4) of Sy|x is not identifiable. However, in practice, we
always use a specific SDR method, say SIR, to estimate Sy|x. A specific SDR method, when
applied to a specific statistical model, almost always yields a fixed set of eigenvectors in
Sy|x up to a sign. Thus, if we agree to take, for example, the first nonzero component of the
relevant eigenvectors to be positive, then we have a well-identified set of reduction dimension
parameters. As an example, for Model III and Model IV in Section 6, the structural dimension

g =2 and the first two eigenvalues of X, 1 2A0 % /2 for DR are, respectively, 1.30, 1.25 and
1.54, 1.35. These distinct population-level eigenvalues give rise to well-identified reduction
parameters 81 and B,. A parametric statistical model can then be imposed upon the predictors
ﬁlTX and ﬁzT X without ambiguity.

3. Influence functions for estimation functionals. The asymptotic distribution of
/n(6 — ) relies on the reduction influence function A*(X,Y), the estimation influence
function ®*(X, Y, n), and the form of D = d®(Fy, 19)/d vec(n)". In this section, we derive
the explicit forms of the influence function ®*(X, Y, n) and the derivative D for three es-
timation methods: the differentiable estimating equations, the non-differentiable estimating
equations and the generalized method of moments. They cover a wide variety of regression
methods, including generalized linear model, nonlinear mean regression and nonlinear me-
dian and quantile regression, among others.

3.1. Differentiable estimating equations. Many commonly used parametric models can
be formulated as special cases of a general class of estimators of 6, each of which is defined
as the solution to the estimating equation

3.1) E[g6.X.Y)]=0,

where Eg[g(0, X, Y)] =0, varg[g(0, X, Y)] is a matrix with finite entries, and the dimension
of g is the same as the dimension of 6. One example is generalized linear model, which can
be expressed as the solution to the estimating equation

an@OTX

E{ w6 )V_1
00T

where £(07X) = E(Y|07X), and V(8TX) = var(Y |07 X). See, for example, McCullagh and

Nelder [29] and Li [14]. Another example is the parametric nonlinear regression, where

we minimize the objective function E[Y — h(0TX)]?, and & can take a polynomial form,

OTX)[Y - M(OTX)]} =0,

h(uy,...,uy) = Zle Oiu; + ijzl 0;ju;u j. Correspondingly, the parameter 6 can be ex-
pressed as the solution to the estimating equation
CLICAD:¢
E{z%[y — h(eTX)]} =0.

In our context of SDR based parametric modeling, the predictor vector X is replaced by
the sufficient predictor ' X. The statistical functional of the estimator 6 in (3.1) is ®(F, n),
which is implicitly defined by the equation [ g[®(F, n),n' X, Y]1d F = 0. We next derive the
explicit forms of the corresponding influence function ®* and the derivative D, and summa-
rize the results in the next proposition.

PROPOSITION 1. For the estimating equations (3.1), we have

3g0,n"X,Y)7) !
T“ 8(90,77TX, Y),

b— _{E[ag@o, noX, Y)”—IE[ag(eo, X, Y)

d*(X, Y,n)=—{E[

L, X"
00T ou 7y ® )]
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PROOF. Let F, = (1 —¢)Fy+e&dxy. Then, forall ¢ € [0, 1], we have [ g[®(F¢, ), nTX,
Y]dF, = 0. Differentiating (3.1) with respect to ¢, and evaluating the derivatives at ¢ = 0,
we have

0
%/g@(Fs,n),nTX, Y)dF,

e=0
9g(60.n" X, Y)
- U 20T
Since Eg(6p, n"X,Y) =0, the second term on the right-hand side is simply g(6o,n'X,Y),
which leads to the desired form for ®*(X, Y, n).

Next, we note that ®(Fy, n) satisfies E[g(®(Fp,n),n'X,Y)] = 0. Differentiating this
equation with respect to vec(n), we have

9 I (Fo, n) (' X)
— e,TX,YdF] / g(60.n"X,Y)———=dFy=0,
[/ agr8 (00 X, Y) 3 vec(n)T qu’ "0 )8vec(n)T 0
where dg/du denotes the partial derivative with respect to the second argument of
g, which is n"X. Since n'X = vec(X'n) = vec(X'nl,) = (I; ® X")vec(n), we have
d(n"X)/dvec(n)" =1, ® X'. Hence,
[38(90 o X, Y)
EFl—
207
Solving this equation yields the desired form for D. [

dFo]q>*+/g(90, n'X,Y)d©Sxy — Fo) =

0g(0 0 X, Y
]D+E[g(on )
Ju

(I, ® xT)} =0.

3.2. Nondifferentiable estimating equations. Another family of popular models can be
formulated as solving a set of nondifferentiable estimating equations. Examples include non-
linear quantile regression (He, Fu and Fung [11], Wang and Wang [37]) and support vector
regression (Smola and Scholkopt [35]). In this section, we use nonlinear quantile regression
as an illustration. The derivation of the estimation functional for other models follow in a
similar fashion.

For a number 7 € [0, 1], define the function p : R — R* as p; (1) = tu ifu > 0,and —(1 —
Tu if u < 0. Let m(n' X, 6) be a function such that, for the true value (179, 6p) of (1, 6), it is
the tth conditional quantile, P[Y < m(n X, 6p)|X] = t. At the population level, nonlinear
quantile regression is defined as minimizing the objective function E{p.[Y —m(n' X, 6)]}
over # € R?, which amounts to solving the estimating equations

am(n'X,0) 0

36 } o
where p; (u) =tl(u >0)— (1 —1)](u <0) =71 — I (4 <0). Rigorously speaking, o, is not
defined at u = 0. But since # = 0 has measure 0, we can assign any value to p(0); in our case,
we set p(0) equal to —(1 — 7).

Next, we write the first argument n'X of m(n"X,0) as u, and use the following notation
for partial derivatives, i1, = dm /du, g = dm /30, fiy, = 0°m/dudu’, fiye = 3°m/dudl’
and rigg = 9%m / 909607. We derive the influence function ®* and the derivative D in the next
proposition.

(3.2) E{,é,[Y —m(n'X,0)]

PROPOSITION 2. For the estimating equations (3.2), we have
O*(X, Y, n) = (E{ frix[m(ng X, 60)1X Jrivg (ng X, 60} (n X, 60)}) ™"
x {r = I[Y <m(nfX. 60)]}riro (ng X, 60)
D = —(E{rig (ng X, 001y (n X, 60) f1x [m (5., 60) 1x]}) ™"
x E {ritg (1 X, 60)rity (09X, 60) (I ® XT) frix[m (15X, 60)Ix]}.
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PROOF. Denote A(F,no) = [ p{Y — m[nOX D (F, no)]l }mg[ngX ®(F,no)]dF. The
influence function ®*(X, Y, no) can be obtained from the equation

0
B_A(FS’ no) =0.
£ e=0

In the following, we abbreviate df (¢)/d¢e|s=0 by df (¢)/0e. By the chain rule, we decompose
the above derivative into three terms:

0 d d 0
(33) _A(Fs,ﬂO) _Al(Fé‘v 770)+ AZ(F!:‘? 770)+ A3(F{:‘7 770)
where

Ay (Foy o) = f pelY — m[nlX, (Fo. no)]}rits [l X, ®(Fo. no)] d Fo,
Ax(Fo,no) = / pelY — m[nlX, ®(Fo, no)]}rie[n3 X, ®(F. no)] d Fo,

A3(Fe,10) = f (Y — m[nlX, ®(Fo, n0)]}rie [0 X, ® (Fo, no)] d Fs

The term 0 A (Fg, no)/de can be written as

L) (Fe, o)
88 1 85770
0
:gf(t_I{YSm["ngq)(Fs”?O)]})me[ﬂ(T)X’CD(FO, no)]d Fo
0
:_5/1{Y<m[’7 X, ®(Fg, no)]}ria[ng X, ®(Fo, 10)] d Fo

(3.4) 9 ng X, ® (Fe,no)] T
—/ —/ frix(lx) dymg[ngX, ®(Fo, no)]
QX 88 o

X fx(x)dx
—{ [ rxm X, 60)xLio (X oy (X, o) (o) dx}cb*

= —E{ fyix[m(ngX. 60)|x]ria(ng X, 60)ring (ng X, 60) | &*,

where the first equality is by the definition of p.(u), the second equality is because
Tf mg(nOX <I>(F0, no))d Fo does not depend on ¢, and the fourth equality is because

@ (Fo, no) =
The term BAQ(S, n)/de can be written as

0 . . *
— Aae ) = / pelY — m(n X, 00)iigs (M X, 60) d Fod

G- = E[E{px[Y —m(n3 X, 60)]1 X Yo (1 X, 60) ]
=0,
where the last equality is due to that, since m(n X, 6p) is the tth conditional quantlle
E{pe[Y —mnX.00)]IX} = Efr — I[¥ <m(nfX. )] 1X} =
The term d A3(F,, n)/de can be written as

8A( )
J— g,
9e 3 n

= pe[Y = m(6 X, 00) o (16 X, 60) — E{pc[Y — m(ng X, 00) e (ng X, 60)}.
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By the fact that A(F, ng) = 0, the second term above is 0, leading to
(3.6) dA3(Fe, 10)/de = pr[Y — m(ng X, 60)]ria (ng X, 6o)-
Substituting (3.4), (3.5) and (3.6) into (3.3), we obtain
—E{ fyix[m(n5X. 60)|X Jrivg (ng X, 60)rirg (ng X, 60) } @*
+ pe[Y — m(n) X, 60)]rire (g X, 60) = O.

This yields the desired form for ®*.
Next, we note that n — ®(Fp, ) is defined by the equation

/ pelY — m[nTX, & (Fo. )] ire [T X, ® (Fo. )] d Fo = 0.

Denote the left-hand side by B(n), we have

0
(mo) B1(no) + 732(770)’

0
- B -
dvec(n)T dvec(n)T 9 vec(

where

Bi(n) = f pelY — m[n"X, ®(Fo. )]} [n3 X, @ (Fo, no)] d Fo

Ba) = [ prl¥ = m[3 X, S(Fo, n0) il X, ®(Fo, ] dFo.
Since E[p. (Y —m(n{X,60))|X]=0, we have

dm(n{ X, ®(Fo, no))
dvec(n)T

7 Bal) = [ ey = m(aiX. 00)) dFy=0.

avec(n
The term 9 B1(n7)/d vec(n)" can be written as

minT X, ®(Fo,m)] ot
/ Frix o) dy i X, ®(Fo. 10)] fx () dx
—00

ol
avec(n)T Jay
= [ o (X, 60) rix[om (g X. 60) ]
X
T

dvec(n)T

Recall that 3(n"X)/d vec(n)" = I; ® XT. So the above term can be written as
E{rirg (10X, 60) fr1x (m (115 X. 60) 1) vy (ng X . 60) (Ig ® XT) + iy (g X 60) D]}

Equating it to 0 and solving for D lead to the desired form for D. [

x [ml(ngx, 6o) + g (nd X, GO)D} fx(x)dx.

3.3. Generalized method of moments. Generalized method of moments [9], GMM, is
a popular parametric method in both econometrics and statistics. For instance, it is used
to construct optimal estimation and inference procedures based on generalized estimating
equations (Qu, Lindsay and Li [33]), or to combine efficient and robust estimators (Park and
Lindsay [32]). We next derive the influence function ®*(X, Y, ng) and D for this approach.

In GMM, we have more estimating equations than parameters. That is, we estimate the p-
dimensional parameter vector f by k > p estimating equations E,[g(60,n' X, Y)] =0, where

0. 0"X,Y)=[g1(0,0"X.Y),...., (0,7 X, V)]",
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and again we assume Eg ,[g(6, 7" X, Y)] =0 and varg ,[g(0,n" X, Y)] < co. For a given 7,
é(n) = ®(F,, n) in the optimal version of GMM is defined as the minimizer of the function

L(F,,0,n)

= Eg(6.1"X,Y) [E.g(6.0"X.Y)g" (6.1 X, Y)] ' E,g(6.7"X. V).
Thus, the functional ® (F, 1) is the minimizer of
L(F,6,m)=V(F,0,)"W(F,0,m)V(F,0,n),
where V(F,0,n7) = [g(®,n"X,Y)dF, and

-1
W(F,0,n) = </g(9,nTX, Y)g'(0,n"X, Y)dF) .

PROPOSITION 3. For the generalized method of moments, we have

O*(X,Y,n) = —{E(%>[E(ggT)]_lE(%>}_IE(%>[E(ggT)]_1g,
D=L E( % E(E ) (% e
x E(%)(Iq ®X'),
where g = g(6p, ngX, Y).

PROOF. Let H(F,0,n9) =0L(F,0,n0)/060. Then ®(F, ng) satisfies
H(F, ®(F,no),n0) =0.

Hence the influence function ®*(X, Y, ) can be solved from the equation

ad
- H(Fe, ®(Fe, m0), m0) =0,

which, by the chain rule, yields
ot = —[iH(Fo, bo. no)}_liH[Fo, P (Fe. o). 0]

00T ae
We now express the above derivatives in terms of V (F, 8, n) and W(F, 6, n). By definition,
dL(F,0,n0) 9VT(F,0,n0)

e=0

W(F,0,n0)V(F,0,n0)

20 20
oW(F,0,
(3.7 + V(F,0, no)%V(F, 6, no)
oV (F,0,
FVTCE,0,m0) W (F, 0,y 1
Differentiating (3.7) with respect to 8, and evaluating the derivative at 6y, we obtain
oH 9%V WY+ 8VT8WV—|— VT 9V
30T~ 90907 90 307 00 007
VT oW *wW oW v
(3.8) — V4 VT V4 vTi——
+ 90T 90 + 00007 + 90 907

vl v AW AV L 3%V
—W—+VI—— 4V :
30T 90 30T 36 30967
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Since, by construction, V (Fy, 6o, no) = / g(6o, ngX, Y)dFy =0, all the terms in (3.8) that
involve V vanish, resulting in

(3.9) IH _28VTW8V
‘ 30T T 90T 90T’
Similarly, we have
0H VT a9V VT 3V VT 3V
— = W—- 4 —W—=2—W—.
0e 260 oe 0e 20 0e 20
Using the fact that
v’
a0
we obtain the desired form for ®*(X, Y, no).
Next, we note that H[Fy, ®(Fp, n), n] =0 for all . Hence,

9 T T [8 T T }
S B0, 1t X, Y)dFy=E| —g" (8, 3 X, Y) |,
ae/g(ono )d Fo 898(0’70 )

9 P (Fo,n)  dH (Fo, 00, 1)
—TH(FOv 907 77) T T =
90 a vec(n) d vec(n)
Solving this equation, we have
(3.10) D— <aH>—‘ dH
' e dvee(mT

The computation of d H /9 vec(n)" is similar to that of 9 H /36" there are 9 terms in total,
and all the terms that involve V' vanish, resulting in

0 H (Fy, 6o, no) _ v’ 1% N v’ Wa_v
31D dvec(n)T 00 dvec(n)T  dvec(n)T 00
_ 28VT v
00  dvec(n)T
Furthermore,
L — E[ig(eo, U(;Xv Y)]M
(3.12) vec(n)T ou’ dvec(n)T

0
= E[Wg(eo, noX, Y)] (1, ® X7).
Substituting (3.9), (3.11), (3.12) into (3.10), we obtain the desired form of D. [J

4. Influence functions for reduction functionals. In this section, we derive the influ-
ence function A*(X, Y) for some popular SDR methods, including SIR, SAVE, DR and two
forms of PHD. Although some forms of asymptotic expansions exist in the SDR literature
(Li [21, 22], Li and Wang [18], Shao, Cook and Weisberg [34], Li [15]), they have all been
developed for sequential tests, and none was in the form suitable for post reduction infer-
ence. Also, the development here can be extended to other regression-based SDR methods,
for example, the minimal discrepancy method (Cook and Ni [6]), in a similar fashion.

Many SDR methods begin with slicing the range of the response to a fixed number of
nonoverlapping intervals; let {J; : k =1,..., H} be a set of intervals that partition Qy. Let
Dy =1(Y € Jy), prx = E(Dy), ur = E(X|Y € Ji), and Xy = var(X|Y € Jy). Let u = E(X),
v = E(Y). The specific form of A for the above SDR methods are as follows:

(1) For SIR (Li [211), Asir(F) = Y4 pr(pu — ) e — i)
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(2) For SAVE (Cook and Weisberg [7]),

H

Asave(F) =Y p(Z —ZpE 'z - 2"
k=1

(3) ForDR (Liand Wang [18]), Apr(F) = 2Apr,1(F)+2Apr2(F)+2Apr3(F), where

ApRr,1(F)

= E{E[(X = (X — )" = SIY]ETE[(X — ) (X — )" — Z|V]},
Apr2(F)

= E[E(X — p)E((X —w)"|Y) ] E[E(X — pI)E((X — )'|Y)],
Apr3(F)

= E[E((X —w)IV)E 7 E(X — uIN]E[E(X — uIE((X —w)'|Y)],

with Y being the discretized Y according to the partition (Jq,..., Jp); that is, Y =
Yh_ kI(Y € Jp).
(4) For y-based PHD (Li [22]), Aypup(F) = SyxxE ' Tyxx, where

Tyxx =E((Y —v)(X = )X —)'").
(5) For r-based PHD (Li [22], Cook [5]), Arpup(F) = Srxx X ' Zrxx, where
Trxx = E{[(Y —=v) = BT(X = w](X — )X =)'},
and B is the regression coefficient vector > 1S yy, with Zxy = cov(X, Y).

The next proposition gives the explicit forms of vec(A*) for these SDR methods. The
derivations are tedious but straightforward; the details are omitted here. We first write down
some simple influence functions:

Pt = Di — px, pw'=X—pu, and v'=Y-—E(),
Wk =—pi " PE(XDi) + p; '[XDx — E(X DY),
Si=—pi PRE(XXTDx) — p '[XX" Dy — E(XX " Di)] — i — paa (1)
The influence function of g is
B = (27 Zxy + (27 2%y,
where X%y = XY — E(XY) — (X — w)v — u(Y —v).

PROPOSITION 4. The influence functions for the above five reduction functionals are
given by the following formulas:

(1) For SIR,

H
vec(A§R) = Y (k — 1) ® (k — 1) pi
k=1

+ [Pk — 1) ® I + Iy @ pr(pur — w) ] (e — 1*).
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(2) For SAVE,
H
vec ASAVE Z (Z - Ek) ® (Z - Ek)] Vec(zil)p;{(

+ p[(Z = ) ® (T — Zp)] vee[(Z71)]
o[ -2 R, 4+ 1,8 (T — )T vee(T* — %5),

where £* and (X ~1)* are as given in Lemma 1.
(3) For DR,

vec(Apr) = 2vec(A*DR’1) + 2vec(A*DR’2) + 2vec(Af)R’3),

where

H
vec(Abr 1) = Y (Ax ® Ap) vee(S ™) pf + pr(Ax ® Ax) vee[(271)"]
k=1

+ (A= ® 1, + 1, ® A2 71) vee(Af),
vec(Apro) = (B '®1,+1,® BE ") vec(B*) + (B ® B) vec((Z71)"),
vec(Apg 3) = C*vec(B) + C vec(B?),
in which Ay = E[(X — u)(X — )T = Z|Y € Il, B = XL, pe(ux — ), and C =
Zle pr(ux — )TN (ur — w), with the influence functions
A= —p*prE(XXTDy) + p ' [X XDy — E(XX " Dy)]
— i’ — T "+ opptt — T,
H
B* =Y pi(ur — 1) (uk — )"+ pr(pf — ) (e — )"

k=1

+ Gk — ) (up — ™),

H
=3 piCu — ) = e — ) + pr(pg — ) S g —
k=1

+ e — 0TS e — 10 + prelue — )T — 1.
(4) For y-based PHD,
vec(Al pup) = (ZrxxZ ' ® I, + Ip ® Tyxx X 7') vec(X} xx)
+ (Zyxx ® Syxx) vec(T ™),
where

Tyxx = E[(Y —v)(X — )X — '],

hyx =YXX - E(YXX") —vEXX")—v[XXT - E(XX")]
—wWEXYX) —u[YXT—EXYX")]-[YX-ExX)|u'
—EXX) T+ v un o’ FopptT
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(5) For r-based PHD,
vec(Afpup) = (ZrxxZ ™' ® I, + 1, ® Trxx T ") vec(Skyx)
+ (Zrxx ® Trxx) vec(Z ™M),
where the matrix X gxx is defined as Xyxx — R, and
R=EXX"BX")— E(XX")Bu"
—uBTE(XX") — E(XuBX") +2E(Xp"Bu").
The influence function of Xgxx is
vee(Zhyx) = vee(Syx) — vee(R?),
vec(R*) =R} — R5 — R; — R} + R},
where
Ri={X® (XX -E[X®(XXN]}]B+E(X®XX")p",
R ={I,®[XX"—E(XX")]}(u®B) +[I, @ E(XX")]u*® B
+[1, ® E(XX")]u® B,
Ry ={[XX" -~ E(XX")]® ,}(B®w +{[E(XX")]® ,}(B* @ 1)
+H{ExXXD]® 1} (B w),
RI=[X®X —EX®X)|uB+EX QX)W+ EX®X)u'p*,
RE=2[(nB" @ Ip) vec(u* ") + (up" ® Ip) vee(up™)
+ (I ® puT) vee(B* ") + (Ip ® pu) vee(Bu™T)].

The five influence functions in Proposition 4 can be easily estimated by replacing, when-
ever applicable, the expectation E(-) with the sample average E, (). We can then substitute
into the formulas for B and I" in Corollary 1 to obtain the estimated asymptotic distribution

of /n(6 — 6p).

5. Post dimension reduction inference. In this section, we develop the formal statistical
inference procedures for # based on the asymptotic distribution of 6 = ®(F,, ) derived
in Sections 2 through 4. First, we consider the confidence interval for an arbitrary linear
combination of 8. Let ¢ € R® be a vector and let z, be the (1 — «)th percentile of the standard

normal distribution. Because /(6 — 6) BN (0, T), the interval (T — za2Vc'Te, O +

Za/2V/¢Tc) covers the true parameter 6y with probability tending to 1 — «. Therefore, by
Slutsky’s theorem, the asymptotic (1 — «)-level confidence interval for 9 is

(' — zgV cTe, ¢ + zgV cTe),

where T = ra@, é) is an estimate of I" as defined in Corollary 1.
Next, we consider testing the null hypothesis

Ho : h(0) = h(bo),

where /1 : R® — RF is a differentiable function. We use the function & to accommodate the
situation where only part of the parameter 6, for example, the first component of 68, is of
interest. For power assessment, we consider the local alternative hypothesis

A
Hl,nm:h(e):h(ewﬁ),
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where X is a fixed vector in RS.A Let H(0) = dh"(0)/96 € R**K be the gradient matrix of &
at0, 0, =60y + 1//n, H=H(9), and H = H(0p). We propose the following Wald-type test
statistic

T = /n[h(®) — h(60)|(HTH) " /n[h(6) — h(60)].

The next theorem gives the asymptotic distributions of 7 under the null and the local alter-
native distribution. In the following, convergence in distribution under the null hypothesis

. . D : o . .
is written as ?, while convergence in distribution under the local alternative hypothesis is
0

. D
written as —.

n

THEOREM 3. Suppose the conditions in Theorem 1 are satisfied and the matrices I" and
H are nonsingular, then

(5.1) T 25 x2.
6o

Suppose, moreover, that 0 isa regular estimator, then

(5.2) T % XE(WTHTHA).

PROOF. By Corollary 1 and the delta method, we have
Ja[h(©) — h(6)] 7D> N(0, H'TH),
0

which implies (5.1).

Since 6 is a regular estimator and h is differentiable, the asymptotic distribution of
Jnlh(@®) — h(8,)] under Hj , (1) is the same as the asymptotic distribution of /n[h @) —
h(6o)] under Hy. Next, we decompose +/n[h (é) — h(6p)] as

Vn[h(©) — h(00)] = v/n[h(6) — h(6,)] + /n[h(6a) — 1 (60)]
= Vn[h(@) —h©@)]+ H A+ o(n™'/?).
By Slutsky’s theorem,
Va[h@) — h(6o)] 7D> N(H», H'TH),

which implies

ﬁ[HTFH]‘%[h(é — h(6o)] % N((HTFH)‘%HT,\, ).
Together we have

Vn[h©@) —h@)|[HTH] ' [h(6) — h(6o)] % XPATH(HTTH) ' HTA].

Applying Slutsky’s theorem again, we obtain (5.2). U

We briefly comment that the requirement 6 is a regular estimator is rather mild, and is
satisfied by most estimators. See Bickel et al. [1] and Van der Vaart [36].
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6. Simulations. We next investigate the finite-sample performance of our post dimen-
sion reduction inference method, and compare it with the naive inference method that pre-
tends 7' X were the true predictor. As discussed in Section 2.3, the asymptotic covariances
of the two methods are I' (1o, 90) and F(no, 90) respectively. Given the data, I' (19, 6p) and
T"(no, 6p) are estimated by I'(7, 9) and T'(7, 0) We consider five dimension reduction meth-
ods, SIR, SAVE, DR, y-PHD and r-PHD, and one estimation method, GMM. For GMM,
let m(nT X, 0) denote the mean function, which is the same as the median function in our
simulations as a symmetric error distribution is employed, and we set

g10,7"X,Y)=Y —m(n"X,0),  £0.,7"X,Y)=1(Y <m(n"X,0)) —1/2.

That is, the GMM combines mean regression and median regression, which strikes a balance
between efficiency and robustness. We compare the performance in terms of the coverage
probability of confidence interval and the local power in hypothesis testing.

6.1. Comparison of confidence interval. For confidence interval comparison, we con-
sider two models. The first model is

Model I: ¥ =6,(n"X) +6:(n"X)* + o¢,

where X ~ N(0, Is), e ~N(0,1), X L e,0; =6, =1, 0 =0.5, 1, the predictor dimension
p =5, and the sample size n = 300, 400, 800, 1200. In this example, Sy|x = span(#n) with
n=(1,0,0,0, 0)". For the number of slices for SIR, SAVE and DR, the general rule of thumb
is to choose a larger value for SIR, and a smaller value for SAVE and DR (Li [15]). In our
simulations, we have chosen H = 20 for SIR, H = 2 for SAVE and H = 8 for DR. After
obtaining 7 and é(ﬁ), we calculate the 95% confidence intervals for 6; and 6. We report the
coverage probabilities of the two methods based on 200 data replications in Table 1. We see
that the coverage probability from the naive method is considerably smaller than the nominal
value, whereas the coverage probability from our proposed method is much closer. Table 1

TABLE 1
Coverage probability of confidence interval for 61 and 0 in model 1

SIR SAVE DR y-PHD -PHD

n ® o2 r I r I r I r r r f
9 05 096 08 096 081 096 083 095 081 09 082
300 | 095 079 095 078 094 081 096 080 093  0.79
0 05 093 080 094 080 09 079 09 081 09 081
2 094 078 093 080 094 08 094 079 096  0.79
0 05 095 08 096 08 095 085 096 084 095 0.85
200 LS| 096 081 094 08 093 08 093 081 093 083
0 05 095 083 094 08 094 084 096 084 096 084
2 095 082 094 08 094 081 094 082 094 081
0 05 096 08 096 08 094 089 096 0.88 095 0.88
200 LS| 096 088 095 087 093 087 095 08 093 086
0 05 09 087 094 08 09 087 095 08 095 0.87
2 093 08 096 085 094 08 093 085 094 085
9 05 095 092 096 091 096 091 096 092 096 091
1200 L 094 090 094 090 094 088 095 089 096 0.90
0 05 094 092 095 091 095 091 09 091 095 091

2

1 0.94 0.91 0.93 0.88 0.94 0.90 0.95 0.90 0.96 0.89
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TABLE 2
Coverage probability of confidence interval for 61 in model 11

SIR SAVE DR y-PHD r-PHD
n 0 o? r ) r I r I r I r I
300 6 05 094 08 093 08 095 08 093 083 096 083
1 1 093 084 094 08 094 081 095 080 093 081
00 o 05 095 08 095 087 095 08 093 08 095 085
1 1 094 084 095 084 094 087 094 084 094  0.85
200 0 05 095 09 094 08 096 089 096 090 095 0.0
L 094 087 093 08 093 090 095 088 094  0.89
1200 6 05 096 091 095 091 094 092 094 091 096 092
1 1 095 092 094 090 095 090 095 08 095 090

also shows that the coverage probability for the naive method becomes closer to the nominal
value as the sample size increases, but it does not converge to the nominal value.
The second model is

n'X N
o¢&
M™X +2)2+0.1

where X ~ N (0, I10), X 1L e,0; =1,andn = (1,0, ...,0)". The rest of the setup is the same
as model 1. We report the coverage probabilities in Table 2. Again, the coverage probability
of our method is much closer to 95% than the naive method.

Since the true model is known in the simulation experiments, we can also estimate (1, 0)
and make inference about them directly using the maximum likelihood method without go-
ing through dimension reduction. It would be informative to compare this “oracle” inference
method with the naive and objective inference methods. We have carried out this comparison
using Model I, with n = 400. We read off the standard errors for QA%\/ILE, QEVILE from the asymp-
totic variance matrix of (ﬁMLE, éMLE), which is the inverted Fisher information evaluated at
the MLE. We also compute the standard errors for the (61, 6,) obtained by SIR + GMM as
described above, using the naive and objective inference methods. We repeat the process 200
times to compute the average standard errors. The results are reported in Table 3.

In theory, we would expect the standard errors for GA%\/ILE and QEVILE using the oracle infer-

Model II: Y =6,

ence method to be smaller than their counterparts for 6, and 6> using the objective method,
because MLE is asymptotically efficient. But this is not necessarily true in finite-sample, as
indicated by our results. Also, Table 3 shows that both the objective and oracle mean stan-
dard errors are substantially larger than their counterparts by the naive method, which is not
surprising because the naive method claims more information than it actually possesses.

TABLE 3
Standard errors for 01 and 0y in model 1
and comparison to the oracle method

Parameter ~ Naive  Objective  Oracle

01 0.03 0.06 0.09
() 0.02 0.04 0.03
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6.2. Comparison of local power. For power comparison, we again consider two models.
The first model is

Model II: ¥ =6;(n] X)* + 62 exp(ny X) + o,

where X ~ N(0, I19), ¢ ~N@O,1), X L e, 6 =6,=1, 0 =05, p=10, and n =
300, 500, 800, 1200 with 50 replications. In this example, Sy|x = span(n1, n2) with n| =
(1,0,...,0)Tand 7, = (0, 1,0, ...,0)". We consider the pair of hypotheses

H0:91=0 \Al H12(91;é0

which amounts to taking h(6;, 62) = 61 in Section 5. The asymptotic power is computed
as in (5.2). Figure 1 reports this asymptotic power as a function of the local parameter A
when the sample size is 500, with one panel corresponding to one of the five SDR meth-
ods. Figures A.1, A.2, A3 in the online supplementary material present the results for
n =300, 800, 1200, respectively. It is seen that the powers of the naive method, as shown by
the red curves, are higher than those by our proposed method, as shown by the blue curves.
This reflects that the naive method yields an overly optimistic power, as it does not take into
account the estimation error induced by the dimension reduction step. Furthermore, by com-
paring Figures 1, A.1, A.2 and A.3, we observe that the difference between the local powers
of the naive and the objective methods tends to be smaller as the sample size increases, which
echoes the pattern in the comparison of confidence intervals.
Our second model for the local power comparison is

ni X
T 2 o
X+ 12405

Model IV: Y =0

&,

where 01 = 1, and the rest of the setup is the same as model III. Figure 2 reports the results
for n = 500. The same pattern is observed as in model III. Figures A.4, A.5 and A.6 in the
online supplementary material present the results for n = 300, 800 and 1200, respectively.
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FIG. 1. Local power of hypothesis testing in model 111 with sample size n = 500. The five panels, left to right,
top to bottom, correspond to the results from five SDR methods, SIR, SAVE, DR, y-PHD and r-PHD. The red curve
denotes the naive inference method, and the blue curve denotes our proposed inference method.
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FIG. 2. Local power of hypothesis testing in model IV with sample size n = 500. The five panels, left to right,
top to bottom, correspond to the results from five SDR methods, SIR, SAVE, DR, y-PHD and r-PHD. The red curve
denotes the naive inference method, and the blue curve denotes our proposed inference method.

7. Application. We use the BigMac dataset to illustrate our post dimension reduction
inference. The data concerns the relation between the minimum labor to buy a McDonald
BigMac and fries, which serves as the response variable, and p = 9 economic predictors:
minimum labor to buy one kilogram bread, lowest cost of 10k public transit, electrical en-
gineer annual salary, tax rate paid by engineer, annual cost of 19 services, primary teacher
salary, tax rate paid by primary teacher, average days of vacation per year and average hours
of work per year. The data is at http://www.stat.umn.edu/arc/software.html. Before the dimen-
sion reduction analysis, we applied the box-cox transformation to each individual predictor.

The sequential tests based on SIR yielded the p-values, 0.02, 0.20, 0.77, for the hypotheses
g =0versus g > 0,g =1 versus ¢ > 1 and g = 2 versus g > 2, respectively, suggesting that
the dimension of the central subspace is one and a single linear combination is sufficient to
fully capture the relationship between the response and the nine predictors. Figure 3 shows
the scatter plot of the response versus the estimated sufficient predictor based on SIR.

The scatter plot shows a clear nonlinear trend and a possible heteroscedastic pattern. For
this reason, we consider the following model:

Y =6y+ 6, nTX + Gz(nTX)Z + (93 + 9477TX)8,

200
|

3
s 9 °
g =7
® *»
1%
g o L]
a oS - o ® L4
g -~
4 e ®
° .
°
o | . L4
© 0 g 0,020
(X3 -o.‘.“
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4 6 8 10

FIG. 3. Response versus the first SIR predictor in BigMac data.
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where ¢ ~ N (0, 1). Based on this model, we aim to address two questions: First, is the non-
linear trend in Figure 3 significant? Second, is the heteroscedasticity in Figure 3 significant?
These lead to the following two pairs of hypotheses:

H":0,=0 vs H":6,#0,
H®:0,=0 vs H®:6,#0.

To test these hypotheses, we applied the naive method and the post dimension reduction
method to the five SDR methods combined with the differential estimation equations. We
use each method to construct confidence intervals for 6, and 4. The estimating equations
are 5-dimensional g(6,n"X,Y) obtained by differentiating with respect to 6 the objective
function

[Y — 00— 011" X) — (" X)? ]2
03 + 04(n"X) '

Figure 4 shows the confidence intervals for 6, (the upper panel) and 64 (the bottom panel)
obtained by different methods. In each plot, the left bar corresponds to the naive inference
method, and the right one our proposed inference method. It is seen that, for 6,, the con-
fidence intervals produced by both inference methods do not cover 0, a clear evidence for
the nonlinearity. For 64, none of the confidence intervals covers 0, a strong evidence for the
heteroscedasticity. Moreover, the confidence intervals produced by the naive method are con-
sistently narrower than those by our objective inference method.

To compare the local powers of the naive method and the post dimension reduction
method, we applied them to the five SDR methods combined with the GMM estimation
method. The GMM is based on two 5-dimensional estimating equations, with the first one,

15

Confidence interval
N
=

4
3

[0 T P P P PP PP PP P PP RTR

.
e
.
-
o]
_—
-
e

Confidence interval

-

FI1G. 4. Confidence intervals for 6, (upper panel) and 64 (lower panel) in the BigMac data analysis.



POST DIMENSION REDUCTION INFERENCE

1589

o - o o -
B r = /7 - f
© | o | © /
o N =3 =3 |/
e [/ . / . [/
g / [ [ I} [
2 o [ 3 o | [/ 2 o |
Qo o | o o o o
Q Q Q
T T T
g 3 / g 31 g 3 |
o / o o I
21 2 )
T T T T T T T T T T T T T T
5 10 15 20 0 5 10 15 20 0 5 10 15 20
IS S S
o e
- 7 - ﬁ
< | [ © [/
3 / 3 [
o | o |
[ | [
3 o | | 3 o
o o o o
Q / o
8z / 3 < |
o 5 o 3 |
o ° / o ° /
~ ] 9 /
S / 9 /
T T T T T T T T T T
0 5 10 15 20 0 5 10 15 20
h I8

FI1G. 5. Local power for 0 in the BigMac data analysis. The five panels, left to right, top to bottom, correspond
to the results from five SDR methods, SIR, SAVE, DR, y-PHD and r-PHD. The red curve denotes the naive inference
method, and the blue curve denotes our proposed inference method.

21(6,n"X,Y), being obtained by differentiating the objective function [Y — 6y — 61 (n" X) —
Hz(nTX )2]2 with respect to 6, and the second one, g, (6, n"X,Y), being the the function

[Y — 60— 62(n" X) — 62(n" X)*]* — (63 + 6an" X)?,

which is derived from the second moment assumption. Figure 5 shows the local powers of the
five SDR methods based on the GMM. To save space, we only report the results for 6,; the
results for 64 exhibit a similar pattern. Again, the naive method yields an overly optimistic
power compared with the objective method, which agrees with what we have observed in the
simulations.

While the above analysis shows substantial differences in the confidence intervals by the
naive and the objective inference methods, none of them is large enough to make the param-
eter statistically significant by one method and insignificant by the other. This turns out to be
the case for the intercept parameter 8; when DR is used for dimension reduction. Figure 6
shows the confidence interval for 61 by the five SDR methods and the two inference methods.
For DR, the naive inference method produces a confidence interval that does not contain 0,
whereas the objective inference method produces a confidence interval that does. Thus 6, is
statistically significant by the naive method but insignificant by the objective method.

1.0

Confidence interval

SIR

SAVE DR y-PHD r-PHD

FIG. 6. Confidence interval for 61 in the BigMac data analysis.
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8. Conclusions. Despite the extensive development of sufficient dimension reduction in
the past three decades, the critical step of post dimension reduction inference has never been
taken—at least not in a systematic and rigorous manner. SDR is not complete without a proper
post reduction inference procedure that takes the estimation error induced in the dimension
reduction step into the subsequent model estimation step. We fill this gap by developing
a general post dimension reduction inference framework that is adaptive to a multitude of
dimension reduction and model estimation methods. We derive the inference procedures for
confidence interval and hypothesis testing based on a combination of commonly used SDR
and model building methods.

The framework laid out in this paper also opens the door for developing objective inference
procedures for a much broader class of dimension reduction problems than considered here.
Potential extensions include unsupervised dimension reduction methods such as principal
components analysis and independent components analysis (Hyvérinen, Karhunen and Oja
[12]), sparse sufficient dimension reduction methods (Li [23], Bondell and Li [2], Chen,
Zou and Cook [3], Wang and Yin [38]) and nonparametric sufficient dimension reduction
methods (Xia et al. [40], Xia [39]). A particularly promising direction of extension is to
the semiparametrically efficient SDR methods developed in Ma and Zhu [26-28] and Luo,
Li and Yin [25]. For these methods, the influence function can be readily developed from
the efficient score, and it is plausible that semiparametric efficiency for sufficient dimension
reduction can be inherited, to some degree at least, by the post dimension reduction inference
procedure.

Beyond the asymptotic normality-based procedures considered in this paper, it is also use-
ful to develop nonparametric inference procedures for post dimension reduction inference.
For example, it is possible to employ the empirical likelihood approach (Owen [30, 31]) to
conduct post dimension inference. In this direction, Li, Zhu and Zhu [20] proposed an empir-
ical likelihood inference procedure for the single-index model, and the ideas and techniques
there might be adaptable to the current setting. The full potential and scope of the general
framework of post dimension reduction inference will be explored in future research.
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