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We present a constructive approach to the functional quantization problem of stochastic processes,
with an emphasis on Gaussian processes. The approach is constructive, since we reduce the
infinite-dimensional functional quantization problem to a finite-dimensional quantization problem
that can be solved numerically. Our approach achieves the sharp rate of the minimal quantization
error and can be used to quantize the path space for Gaussian processes and also, for example,
Lévy processes.

1. Introduction

We consider a separable Banach space (E, || - ||) and a Borel random variable X: (Q,¥,P) —
(E, B(E)) with finite rth moment E||X||" for some r € [1, c0).

For a given natural number n € N, the quantization problem consists in finding a set
a C E that minimizes

1/r
er(X, E, M), ) = e(X, E,) = (Emyin]X - ) .

over all subsets « C E with card (a) < n. Such sets a are called n-codebooks or n-quantizers. The
corresponding infimum

en,r(Xl (E/ ””)) = en,r(X/ E) = inf (:'r(X, E, a) (12)

aCE,card(a)<n
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is called the nth L"-quantization error of X in E, and any n-quantizer «a fulfilling
e (X, E, a) =e,,(X,E) (1.3)

is called r-optimal n-quantizer. For a given n-quantizer & one defines the nearest neighbor
projection

maE—a,  x— Y ayc,w(), (1.4)

aca

where the Voronoi partition {C,(a), a € a} is defined as a Borel partition of E satisfying
Ca(a) C {xe]E: l|x —all = bin||x—b||}. (1.5)
ca

The random variable 7, (X) is called a-quantization of X. One can easily verify that i, (X)
is the best quantization of X in & C E, which means that for every random variable Y with
values in a we have

1/r

er(X,E,a) = (B X - ma (X)) < (BIX - Y|")"". (1.6)

Applications of quantization go back to the 1940s, where quantization was used for the
finite-dimensional setting E = R4, called optimal vector quantization, in signal compression
and information processing (see, e.g., [1, 2]). Since the beginning of the 21st century,
quantization has been applied for example in finance, especially for pricing path-dependent
and American style options. Here, vector quantization [3] as well as functional quantization
[4, 5] is useful. The terminology functional quantization is used when the Banach space E is a
function space, such as E = (L, [0,1], || - ||,,) or E = C([0, 1], || - || )- In this case, the realizations
of X can be seen as the paths of a stochastic process.

A question of theoretical as well as practical interest is the issue of high-resolution
quantization which concerns the behavior of e,,(X,E) when n tends to infinity. By

separability of (E, || - ||), we can choose a dense subset {c;,i € N} and we can deduce in
view of
. . e . o
0< limEmin||X - " = Elim min|lX - ¢[" =0 (1.7)

that e,, (X, E) tends to zero as n tends to infinity.

A natural question is then if it is possible to describe the asymptotic behavior of
enr(X,E). It will be convenient to write a, ~ b, for sequences (a,),cny and (by),ey if
an/by —=3 1, a, S by if limsup, | a,/b, < 1and a, = b, if 0 < lim inf, . ,a,/b, <
limsup,_,  a,/b, < c.

In the finite-dimensional setting (R?, || - ||) this behavior can satisfactory be described
by the Zador Theorem (see [6]) for nonsingular distributions PX. In the infinite dimensional

case, no such global result holds so far, without some additional restrictions. To describe one
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of the most famous results in this field, we call a measurable function p : (s, ) — (0, o) for
an s > 0 regularly varying at infinity with index b € R if for every ¢ > 0

lim plex) =cb.
x—w p(X)

(1.8)

Theorem 1.1 (see [7]). Let X be a centered Gaussian random variable with values in the separable
Hilbert space (H, (-,-)) and A, n € N the decreasing eigenvalues of the covariance operator Cx:H —
H, u — E(u, X)X (which is a symmetric trace class operator). Assume that A, ~ p(n) for some
regularly varying function p with index —b < —1. Then, the asymptotics of the quantization error is
given by

b-1 1/2
en2(X, H) ~ <<g> b—€1> w(log(n))_l/z, n—s oo, (1.9)

where w(x) :=1/xp(x).

Note that any change of ~ in the assumption that 1, ~ p(n) to either <, = or 2 leads
to the same change in (1.9). Theorem 1.1 can also be extended to an index b = 1 (see [7]).
Furthermore, a generalization to an arbitrary moment r (see [8]) as well as similar results for
special Gaussian random variables and diffusions in non-Hilbertian function spaces (see, e.g.,
[9-11]) have been developed. Moreover, several authors established a precise link between
the quantization error and the behavior of the small ball function of a Gaussian measure (see,
e.g., [12, 13]) which can be used to derive asymptotics of quantization errors. More recently,
for several types of Levy processes (sharp) optimal rates have been developed by several
authors (see, e.g., [14-17]).

Coming back to the practical use of quantizers as a good approximation for a stochastic
process, one is strongly interested in a constructive approach that allows to implement the
coding strategy and to compute (at least numerically) good codebooks.

Considering again Gaussian random variables in a Hilbert space setting, the proof
of Theorem 1.1 shows us how to construct asymptotically r-optimal n-quantizers for these
processes, which means that sequences of n-quantizers a,, n € N satisfy

er(X,E, ay) ~enr(X,E), n— oo. (1.10)

These quantizers can be constructed by reducing the quantization problem to a quantization
problem of a finite-dimensional normal distributed random variable. Even if there are
almost no explicit formulas known for optimal codebooks in finite dimensions, the
existence is guaranteed (see [6, Theorem 4.12]) and there exist a lot of deterministic
and stochastic numerical algorithms to compute optimal codebooks (see e.g., [18, 19] or
[20]). Unfortunately, one needs to know explicitly the eigenvalues and eigenvectors of the
covariance operator Cx to pursue this approach.

If we consider other non-Hilbertian function spaces (E, || - ||) or non-Gaussian random
variables in an infinite-dimensional Hilbert space, there is much less known on how to
construct asymptotically optimal quantizers. Most approaches to calculate the asymptotics
of the quantization error are either non-constructive (e.g., [12, 13]) or tailored to one specific
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process type (e.g., [9-11]) or the constructed quantizers do not achieve the sharp rate in the
sense of (1.10) (e.g., [17] or [20]) but just the weak rate

e(X,E, a,) = ey, (X,E), n— oo. (1.11)

In this paper, we develop a constructive approach to calculate sequences of
asymptotically r-optimal n-quantizers (in the sense of (1.10)) for a broad class of random
variables in infinite dimensional Banach spaces (Section 2). Constructive means in this case
that we reduce the quantization problem to the quantization problem of a R?-valued random
variable, that can be solved numerically. This approach can either be used in Hilbert spaces
in case the eigenvalues and eigenvectors of the covariance operator of a Gaussian random
variable are unknown (Sections 3.1 and 3.2), or for quantization problems in different Banach
spaces (Sections 4 and 5).

In Section 4, we discuss Gaussian random variables in (C(0,1), || - ||,). This part is
related to the PhD thesis of Wilbertz [20]. More precisely, we sharpen his constructive results
by showing that the quantizers constructed in the thesis also achieve the sharp rate for
the asymptotic quantization error (in the sense of (1.10)). Moreover, we can show that the
dimensions of the subspaces wherein these quantizers are contained can be lessened without
loosing the sharp asymptotics property.

In Section 5, we use some ideas of Luschgy and Pages [17] and develop for Gaussian
random variables and for a broad class of Lévy processes asymptotically optimal quantizers
in the Banach space (L, ([0,1]), [| - [I,,)-

It is worth mentioning that all these quantizers can be constructed without knowing
the true rate of the quantization error. This means precisely that we know a (rough) lower
bound for the quantization error, that is, e, (X, E) 2 C; log (n)*b1 and the true but unknown
rate is e, (X, E) ~ Cylog (11)7102 for constants C1,C;,b1,by; € (0,00), then, we are able to
construct a sequence of n-quantizers a,,, n € N that satisfies

e-(X,E,a,) ~ ey (X,E) ~ Cylog ()™, n— oo (1.12)

for the optimal but still unknown constants Cs, bs.

The crucial factors for the numerical implementation are the dimensions of the
subspaces, wherein the asymptotically optimal quantizers are contained. We will calculate
the dimensions of the subspaces obtained through our approach, and we will see that for
all analyzed Gaussian processes, and also for many Lévy processes we are very close to the
known asymptotics of the optimal dimension in the case of Gaussian processes in infinite-
dimensional Hilbert spaces.

We will give some important examples of Gaussian and Lévy processes in Section 6,
and finally illustrate some of our results in Section 7.

Notations and Definitions
If not explicitly differently defined, the following notations hold throughout the paper.

(i) We denote by X a Borel random variable in the separable Banach space (E, | - ||)
with card(supp (PX)) = oo.
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(ii) || - || will always denote the norm in E whereas || - | ) will denote the norm in
L(Q, % P).

(iii) The scalar product in a Hilbert space H will be denoted by (-, ).

(iv) The smallest integer above a given real number x will be denoted by [x].

(v) A sequence (g]-)]. o € EN is called admissible for a centered Gaussian random

variable X in E if and only if for any sequence (¢;);y of independent N(0,1)-

distributed random variables it holds that >, é;gi converges a.s. in (E, || - ||) and

x 2 .21 ¢igi- An admissible sequence ( g,-)]. o € EV is called rate optimal for X in E

if and only if
E Zgigi ~ inf{]E Zgifi : (fi) ;o admissible for X}, (1.13)

asm — oo. A precise characterization of admissible sequences can be found in [21].

(vi) An orthonormal system (ONS) (h;);cy is called rate optimal for X in the Hilbert
space H if and only if

[ee] 2 [ee] 2
E|| > hi(hi, X) :inf{IE > filfi X)|| : (fi);ewyONS inH}, (1.14)
as m — oo.

2. Asymptotically Optimal Quantizers

The main idea is contained in the subsequent abstract result. The proof is based on the
following elementary but very useful properties of quantization errors.

Lemma 2.1 (see [22]). Let E, F be separable Banach spaces, X a random variable in E, and T : E —
F.

(1) If T is Lipschitz continuous with Lipschitz constant L, then
enr(T(X),F) < Ley, (X, E), (2.1)
and for every n-quantizer o for X it holds that

e, (T(X),F,T(a)) < Le, (X, E, ). (2.2)

(2) Let T : E — F be linear, surjective, and isometric. Then, for c > 0and f € F

enr(cT(X) + f,F) = cenr(X,E), (2.3)
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and for every n-quantizer o for X it holds that

e,(cT(X) + f,F,T(a)) = cT(e,(X,E, a)) + f. (2.4)

To formulate the main result, we need for an infinite subset J C N the following.

Condition 1. There exist linear operators Vi, : E — F,, C E for m € ] with [|V,,||,, <1, for

finite dimensional subspaces F,, with dim(F,) = m, where the norm || - [|,, is defined as

Vinllop :== sup  [[Vin(x)||- (2.5)

x€E,||x||<1

Condition 2. There exist linear isometric and surjective operators ¢, : (Fp, || - ||) — (R™, |- ,,)
with suitable norms | - |,,, in R” for all m € J.
Condition 3. There exist random variables Z,, for m € | in E with Z,, 4 X, such that for the
approximation error ||| X = Vi (Zm)|l||L, )it holds that

X = Vi Zu) L, ) — O, (2.6)

asm — oo along J.

Remark 2.2. The crucial point in Condition 1 is the norm one restriction for the operators V,,,.
Condition 2 becomes Important when constructing the quantizers in R” equipped with, in
the best case, some well-known norm. As we will see in the proof of the subsequent theorem,
to show asymptotic optimality of a constructed sequence of quantizers one needs to know
only a rough lower bound for the asymptotic quantization error. In fact, this lower bound
allows us in combination with Condition 3 to choose explicitly a sequence m(n) € J,n € N
such that

HIX = Vin (Zime)

L,(P) o(enr(X,E)), n— co. (2.7)

Theorem 2.3. Assume that Conditions 1-3 hold for some infinite subset ] C N. One chooses a
sequence (m(n)) ey € J* such that (2.7) is satisfied. For n € N, let a, be an r-optimal n-quantizer
fOI’ én = ¢m(n) (Vm(n)(zm(n))) in (]Rm(n)ll : |m(n))'

Then, (¢;n1(n) (acn))nEN is an asymptotically r-optimal sequence of n-quantizers for X in E and

enr(X,E) ~ (E”X ~ Tyt oy Vit (Zony)) r>1/r e, (X, E, ¢In1<n>(“n)>f (2.8)

m(n)

asn — oo.

Remark 2.4. Note, that for n € N there always exist r-optimal n-quantizers for ¢, ([6, Theorem
4.12]).
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Proof. Using Condition 3 and the fact that e, (X, E) > 0 for all n € N since card (supp(PX)) =
o, we can choose a sequence (m(n)),oy € NV fulfilling (2.7). Using Lemma 2.1 and
Condition 2, we see that ¢r‘n1<n) (an) is an r-optimal n-quantizer for Vi, (u)(Zyn(n)) in Fiu(n). Then,
by using Condition 1, (2.7), and Lemma 2.1 we get

r\ 1/7
enr (X E) < (B|| X =750 o) Vi Zmen || ) < @IX = Vit (Zoi) 1)

r\ 1/r
+ <E||Vm(n) (Zm(n)) _JT¢—1 (an) (Vm(n) (Zm(n)>> )

m(n)

1/ 29
= (B[l X = Viuiw) (Zne) [I) " + €nr (Vintn) (Zniy ) (Fm, 111)) @9)
< B X = Viny Zunin) )"+ enr (Zuniay, E)
= (B X = Vi) Zunan) |)" + €nr (X, E) ~ es (X, E), 11— co.
The last equivalence of the assertion follows from (1.6). O

Remark 2.5. We will usually choose Z,, = X for all m € N, with an exception in Section 3 and
J=N

Remark 2.6. The crucial factor for the numerical implementation of the procedure is the
dimensions (m(n)),cy of the subspaces (Fiu(n)),,c\- For the well-known case of the Brownian
motion in the Hilbert space H = L,([0,1]) it is known that this dimension sequence can be
chosen as m(n) = log(n), n — oo. In the following examples we will see that we can often
obtain similar orders like log (1) for constants c just slightly higher than one.

We point out that there is a nonasymptotic version of Theorem 2.3 for nearly optimal
n-quantizers, that is, for n-quantizers, which are optimal up to € > 0. Its proof is analogous to
the proof of Theorem 2.3.

Proposition 2.7. Assume that Conditions 1-3 hold. Let m(e) := inf{m € N : ||X = Viu(Zn)||1, @) <
e}, and for n € N one sets &, := Pme)(Vine)(Zm(e))). Then, it holds for every n € N and for every
r-optimal n-quantizer a, for &, in (R™), | - lime)) that

er(XE 750 o (Ve (Zn@)) ) < enr(X,E) +e. (2.10)

m(e)

3. Gaussian Processes with Hilbertian Path Space

In this chapter, let X be a centered Gaussian random variable in the separable Hilbert space
(H,(:,-)). Following the approach used in the proof of Theorem 1.1, we have for every
sequence (¢;);cy of independent N (0, 1)-distributed random variables

x4 i\/)t_ifiéi, (3.1)
i1
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where \; denote the eigenvalues and f; denote the corresponding orthonormal eigenvectors
of the covariance operator Cx of X (Karhunen-Loeve expansion). If these parameters are
known, we can choose a sequence (d,),cy such that a sequence of optimal quantizer a, for
Xn = Ziql 'V fiéi is asymptotically optimal for X in E.

In order to construct asymptotically optimal quantizers for Gaussian random variables
with unknown eigenvalues or eigenvectors of the covariance operator, we start with more
general expansions. In fact, we just need one of the two orthogonalities, either in L(IP) or
in H.

Before we will use these representations for X to find suitable triples (V,,, Fin, $m) as
in Theorem 2.3, note that for Gaussian random variables in H fulfilling suitable assumptions
we know that

(1) Let (h;);ey be an orthonormal basis of H. Then

X = ihi<h,~,X) as.. (3.2)

i=1

Compared to (3.1) we see that (h;, X) are still Gaussian but generally not
independent.

(2) Let (gj)jen be an admissible sequence for X in H such that
d [ee)
X = Zéigi- (3.3)
i=1

Compared to (3.1) the sequence (g;);cy is generally not orthogonal.

en2(X,H)=e,s(X,H), n— o (3.4)

for all s > 1; see [13]. Thus, we will focus on the case s = 2 to search for lower bounds for the
quantization errors.

3.1. Orthonormal Basis

Let (hm),,eny be an orthonormal basis of H. For the subsequent subsection we use the
following notations.

(1) We set Fy,, = span{hy,..., hy}.

(2) We set V,, := prr,, : E — F,, the orthogonal projection on F,,. It is well known that
Vinllop = 1.

(3) Define the linear, surjective, and isometric operators ¢,, by

Pm s (o, 1) — (R™, [[l2), b — e, (3.5)

where e; denotes the ith unit vector in R, 1 <i < m.
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Theorem 3.1. Assume that the eigenvalue sequence ()L]')]. o Of the covariance operator Cx satisfies
\j = j for =b < =1, and let € > 0 be arbitrary. Assume further that (h]-)].EN is a rate optimal ONS

for X in H. One sets m(n) = [log (n)'*] for n € N. Then, one gets for every sequence (), Of
r-optimal n-quantizers for Gummy (Vi (X)) in (R || - ||,) the asymptotics

enr (X, H) ~ er (X, H ¢k () ) ~ (E” X =71y (Vind r)m, (3.6)

asn — oo.

Proof. Let (fj);en be the corresponding orthonormal eigenvector sequence of Cx. Classic
eigenvalue theory yields for every m € N

2

ZA<mex>— is (37)
Combining this with rate optimality of the ONS (h;) ey for X, we get
2
BIIX = Vo QOI* =Bl 3, hithi, X0l = 3 B(hy X)?
i=m(n)+1 i=m(n)+1 (3 8)

(o)
Z A= m(n)f(bfl), n — oo.

i=m(n)+1

Using the equivalence of the r-norms of Gaussian random variables ([23, Corollary 3.2]), and
since X — Vi) (X) is Gaussian, we get for all 7 > 1

[IX = Vinc -/,

®) = m(n) n—s oo. (3.9)

With w as in Theorem 1.1, we get by using (3.4) and Theorem 1.1 the weak asymptotics
ens(X,H) = (w(log(n)))_l/2 = (log(n))_(l/z)(b_l), n — oo. Therefore, the sequence (m(n)),,cx
satisfies (2.7) since

[HIX = Vin

oy = (log(m) VPOV ~oe, (X, H), n—w,  (310)

and the assertion follows from Theorem 2.3. O

3.2. Admissible Sequences

In order to show that linear operators V,, similar to those used in the subsection above are
suitable for the requirements of Theorem 2.3, we need to do some preparations. Since the
covariance operator Cx of a Gaussian random variable is symmetric and compact (in fact
trace class), we will use a well-known result concerning these operators. This result can be
used for quantization in the following way.
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Lemma 3.2. Let X be a centered Gaussian random variable with values in the Hilbert space H and
X = Xj + X, where X1 and X5 are independent centered Gaussians. Then

Cx = CX1 + CXz' (3.11)

Let A;, .)L;l), .)LIQ), i € N be the positive monotone decreasing eigenvalues of Cx,Cx,, and Cx,. Then, for
i € N it holds that

AP <, (3.12)

Proof. Since X;,X, are independent centered Gaussians, we have E(Xj, u)X, =
E(X1,u)EX, =0 for all u € H. This easily leads to

Cx(u) = E(Xl + Xz,ll)(Xl + Xz) = E( Xl,u>X1 (3 13)
+ E(Xa, u) Xz = Cx, (1) + Cx, (u). '

The covariance operator of a centered Gaussian random variable is positive semidefinite.
Hence, by using a result on the relation of the eigenvalues of those operators (see, e.g., [24,
page 213]), we get inequalities (3.12). O

Let (gi);eny be an admissible sequence for X, and assume that 3,7, égi = X a.s. In this
subsection, we use the following notations.

(1) We set Fy, :=span{gi,...,9m}-
(2) We define V,, : H — F,, C H by

(m)
PN (3.14)
m(f])‘ f] .)L] ’

for j < mand V,,(f;) := 0 for j > m, where \; and f; denote the eigenvalues and
the corresponding eigenvectors of Cx and )L;-m) and f ].(m) the eigenvalues and the
corresponding eigenvectors of Cx,,, with X, defined as

X 1= D 8idi. (3.15)
i=1

Note that V,,, maps H onto F,, since
span{gi, ..., gm} = span{fl(m), I } (3.16)

Furthermore, it is important to mention that one does not need to know A; and
fj explicitly to construct the subsequent quantizers, since we can find for any



Journal of Applied Mathematics 11

m € N a random variable Z,, 4 X such that Vin(Zm) = X%, ¢igi (see the proof of
Theorem 3.3), which is explicitly known and sufficient to know for the construction.

(3) Define the linear, surjective, and isometric operators ¢,, by
Pt Fw ) — B, S — ey (3.17)

where e; denotes the ith unit vector of R” for1 <i < m.

Theorem 3.3. Assume that the eigenvalue sequence ()L]')]. o Of the covariance operator Cx satisfies
\j = j for =b < -1, and let € > 0 arbitrary. Assume that (g]-)].GN is a rate optimal admissible sequence
for X in H. One sets m(n) = [log (n)“e] for n € N. Then, there exist random variables Z,,, m € N,

with Z, £ X such that for every sequence (aty,) e Of T-optimal n-quantizers for @umy(Vinn) (Zmny))
in (R"™, || - 11,)

0r (X, H) ~ & (X, H, 671 @) =~ (E| X =1 Vi Zuo))[ ), 318)

m(n)

asn — oo.

Proof. Linearity of (Vi,),,ex follows from the orthogonality of the eigenvectors. In view of the
inequalities for the eigenvalues in Lemma 3.2 and the orthonormality of the family (f;)

ieN’
we have for every h = >.72; fia; € H with Al = >rat<l
o 2 m ./\(m) o)
Ve (W) |* = || Vin <Zaiﬂ-> =>a? o < dai<i, (3.19)
i=1 i=1 i i=1

such that [|Vin|o, < 1.
Note next that for every m € N there exist independent N (0, 1)-distributed random

satisfying

variables (Cfm))1<i<m

m m
Séigi= AN FIE as. (3.20)
i=1 i=1

Then, we choose random variables ((;fm))m tl<ico, SUch that ((Zl.(m))1 cico, 1S @ sequence of
independent N (0, 1)-distributed random variables. We set -

Zn = igfm) Vifi (3.21)
i=1
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and get by using rate optimality of the admissible sequences (g;) ;e and (\/)T,- fi)jen

2

BIX Vi Z)I” = E|| 3~ V(S VEfie™)
i=1 i=1

2 2

0 m 0
=B g - SAM el < gl S g (3.22)
i=1 i=1 i=m+1
o 2 =
=Bl Y VAfisi| = 3 imm Y, m— oo,
i=m+1 i=m+1
where rate optimality of (\/)T]- f,-)]_GN is a consequence of
XIIE, @)~ Ef| > ]| =Bl D8 = 2A0™ < Dk (3.23)
i=m+1 i=1 i=1 i=1

Using the equivalence of the r-norms of Gaussian random variables ([23, Corollary 3.2]), and
since X — Vi) (X) is Gaussian, we get forall v > 1

[HIX = Vi) (X)) || 1/2)0-1)

L) = m(n)™ n — oo. (3.24)

With w as in Theorem 1.1, we get by using (3.4) and Theorem 1.1 the weak asymptotics
ens(X,H) = (w(log(n)))fl/2 = (log(n))f(l/z)(bfl), n — oo. Therefore, the sequence (m(n)),cn
satisfies (2.7) since

” ”X - Vm(n)(X) ” 1/2)(b-1)(1+e) _

Lo = (log(m) ™ o(eny(X, H)), n— oo, (3.25)

and the assertion follows from Theorem 2.3. O

3.3. Comparison of the Different Schemes

At least in the case r = 2, we have a strong preference for using the method as described
in Section 3.1. We use the notations as in the above subsections including an additional
indexation i = 1,2 for (V,S),d)i,?,aff)) and m,n € N, where aff), for i = 1,2, are defined as
in Theorems 3.1 and 3.3. Note that for this purpose the size of the codebook n and the size of
the subspaces dim(F,,) = m can be chosen arbitrarily (i.e., m does not depend on 7). The ONS
(hi)jey is chosen as the ONS derived with the Gram-Schmidt procedure from the admissible
sequence ( g]-)]. oy for the Gaussian random variable X in the Hilbert space H, such that the
definition of F,, coincides in the twosubsections.
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Proposition 3.4. It holds for m,n € N that

2 2
2 1
EH X =2 o010 (Vi (Zw) ” > IEH X =20 (Vi (X)) ” : (3.26)

@) @)
Proof. Consider for X the decomposition X = prg. (X) +prr,, (X). The key is the orthogonality
oy (uf))(V,ff) (Z)), and o (KLU)(V,S) (X)), which gives the two

equalities in the following calculation:

of prp. (X) to prg, (X), o 0y

2
2
EHX N (V' (Zn)) ”

2
+E|| prey X))

= @ (@
- ]E‘ PTEn(X) = o) <Vm <Z’“ >> (3.27)
(*) 2
. E‘ prEa(X) _”@5&))’1(“9))(‘/'5}) (X)>‘ + B pre, O
2
= ][ X = g0, (Vi CO) |

-1
The inequality (*) follows from the optimality of the codebook (gb,(;)) (af})) for prr, (X) =
Vi (X). .

4. Gaussian Processes with Paths in (C([0,1]), ] - ||..)

In the previous section, where we worked with Gaussian random variables in Hilbert spaces,
we saw that special Hilbertian subspaces, projections, and other operators linked to the
Gaussian random variable were good tools to develop asymptotically optimal quantizers
based on Theorem 2.3. Since we now consider the non-Hilbertian separable Banach space
(C([0,1]), 1 - Il,), we have to find different tools that are suitable to use Theorem 2.3.

The tools used in [20] are B-splines of order s € N. In the case s = 2, that we will
consider in the sequel, these splines span the same subspace of C([0,1], || - ||,) as the classical

Schauder basis. We set for x € [0,1], m > 2, and 1 < i < m the knots tfm) =(i-1)/(m-1) and
the hat functions

) 5= o o () (1= (x=t")(m-1)) + X o () (x=t")m-1). @1

For the remainder of this subsection, we will use the following notations.

(1) As subspaces F,, we set Fy, := span{f;m), 1<j<m}.
(2) Aslinear and continuous operators V,, : C([0,1]) — F,, we set the quasiinterpolant

Va(f) = 2}‘5’"%5” ), (12)

where ﬂfm) (f) = f(tf"”)-
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(3) The linear and surjective isometric mappings ¢,, one defines as

¢m : (Fm/ ””oo) i (le ”“oo)/

m (4.3)
Za,-fi(m) — (a1, ..., am).
i1

™|

It is easy to see that || 3.7"; a; f; » = (a1, ..., am)ll,, holds for every a € R™.

For the application of Theorem 2.3, we need to know the error bounds for the
approximation of X with the quasiinterpolant V,,(X). For Gaussian random variables, we
can provide the following result based on the smoothness of an admissible sequence for X in
E.

Proposition 4.1. Let (g]-)].GN be admissible for the centered Gaussian random variable X in

(CU0, 1D, Il - Nly)- Assume that
(1) ligill < C1j 0 forevery j 21, 0> 1/2,and C; < oo,
(2) gj € C*([0,1]) with ||g]|| < C2j~*** for every j > 1 and Cz < co.

Then, for any € > 0 and some constant C < ooit holds that

X = Vin(X) [, gy < Crm 0801720, (4.4)

forevery r > 1.

Proof. Using of [25, Theorem 1], we get

<&
S e (4.5)
L,(P)
for an arbitrary e; > 0, some constant C; < oo, and every k € N. Thus, we have
X = Vi (X1, 2y < i8i + || Vim <Z§igi>
L (P) i=k L (P)
k-1 k-1
igi — Vi <Z§igi> (4.6)
=1 i=1 L.(P)

k-1
~Vin <Z§igi>
i1

Using of [26, Chapter 7, Theorem 7.3], we get for some constant Cy < oo

- 9 1/2) €
% ' L(®)

k-1 k-1
> tigi— Wi <Z§igi>
P i=1

k-1 1
< C4w< &igi,—= ), (4.7)
; m-—1
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where the module of smoothness w(f, 5) is defined by

w(f,6) = Os<1;£>6||f(x) —2f(x+h)+ f(x+2h)| . (4.8)

For an arbitrary f € C?([0,1]) we have by using Taylor expansion

| f(x) =2f(x+h) + f(x+2h)]

hz < 2||f”||oo (49)

Combining this, we get for an arbitrary e, > 0 and constants Cs, Cs, C; < oo, using again the
equivalence of Gaussian moments,

r 1 / r

oo>

% (4.10)

2C; 1
X = Vi X)L, ey < k-2 <E

k-1
2> &gl
i=1

2C;

1
s KO-/ ﬁCﬂE

k-1
2> 48!
i=1

2C;

1 < 0+2+¢
Stoama t WQEI "B
i=

2C;

1 0
< . —0+3+e
= 1 0-(1/2)-e; + m2 Crk :

To minimize over k, we choose k = k(m) = m®%. Thus, we get for some constant C < oo and
an arbitrary € > 0

X = Vin ()l ) < Cr 05O/, (4.11)
O

Now, we are able to prove the main result of this section.

Theorem 4.2. Let X be a centered Gaussian random variable and ( g]-)]. o An admissible sequence for
X in C([0,1]) fulfilling the assumptions of Proposition 4.1 with 6 = b/2, where the constant b > 1
satisfies \; > Kj™ with \j,j € N denoting the monotone decreasing eigenvalues of the covariance
operator Cx of X in H = L([0,1]) and K > 0. One sets m(n) := [log (n)(5/4)+€] for some € > 0.
Then, for every sequence () ey Of T-optimal n-quantizers for Gummy (Vinmy (X)) in (R™™ || - ||.), it
holds that

enr(X, (C([0,11), 1)) ~ (X, C([0,11), §}, (@) )
(4.12)

r 1/1”
)

- <]E||X =Tt () Vi (X))

asmn — co.
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Proof. For every h € C(([0,1]), || - |l,), with [|i]|., < 1it holds that

IVa(W)lly, < sup D|H(6™) | £ () < IIhl, sup 3 f™(x) <1, (4.13)

x€[0,1] G=1 x€[0,1] =1

since {f. i(m), 1 <i <m} are partitions of the one for every m € N, so that || Vi |, < 1.
We get a lower bound for the quantization error e, (X, C([0,1])) from the inequality

AN oy < 11l (4.14)
forall f € C([0,1]) c L,([0, 1]). Consequently, we have
enr(X, C([0,1])) 2 en,r(X, L2([0,1])). (4.15)
From Theorem 1.1 and (3.4) we obtain
(log(m)) P*™ = (w(log(m))™* S enr(X,C(10,1])), n—o0,  (416)

where w is given as in Theorem 1.1. Finally, we get by combining (4.16) and Proposition 4.1
for sufficiently small 6 > 0

X = Viumy CONI, oy < () 05/2ED=0
(4.17)
= o (log(m)) V) = o(enr(X,C(10,1]))), 1 —> oo,
and the assertion follows from Theorem 2.3. O

5. Processes with Path Space L,([0,1], | - [|,)

Another useful tool for our purposes is the Haar basis in L,([0,1]) for 1 < p < oo, which is
defined by

€0 = X[01] €1 := X[0,1/2) — X[1/21]
(5.1)
ek =22 (2" --k), neN, ke{0,...,2"-1}.

This is an orthonormal basis of L, ([0, 1]) and a Schauder basis of L, ([0, 1]) for p € [1, o), that
is, (f,e0) + 2 Zi:’ll(f, exsk ek converges to f in L,([0,1]) for every f € L,([0,1]); see
[27].

The Haar basis was used in [17] to construct rate optimal sequences of quantizers
for mean regular processes. These processes are specified through the property that for all
0<s<t<1

EX; - X[ < (p(t-5))”, (5.2)
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where p: R, — [0, o0) is regularly varying with index b > 0 at 0, which means that

‘; ((C;)) =, (5.3)

im
x—0

for all ¢ > 0. Condition (5.2) also guarantees that the paths t — X; lie in L, ([0, 1]).
For our approach, it will be convenient to define for m € Nand 1 <i < m + 1 the knots

t;m) :=(i—1)/mand for 1 <i<m -1 the functions
(m) ._ (m) o
fi"(x) = x[tgmlt%))(x)\/ﬁ, S (%) 1= Xpyom 3 (x)vm (5.4)

and the operators
Vin(f) = DA (A ). (5.5)
i=1

Note that for f € L1([0,1]), m = 2", and n € Ny

—

2i-

(eo, f)eo+ (exek, fen = Zml:f ). (5.6)

n
i=0 k=0
For the remainder of the subsection, we set the following.
(1) We set for m € N the subspaces Fy, := span{f\", ..., fa"}.

(2) Set the linear and continuous operator V,, to
Vi : Ly([0,1]) — Fp,

F— S ).

i=1

(5.7)

(3) For p € [1,0) we set the isometric isomorphisms ¢, : (F, || - ”L,,) = (R™, |- l,)
as

m
¢m,p<2ai f,."”>> =mY2 VP (ay, ..., a,). (5.8)
i=1

Theorem 5.1. Let X be a random variable in the Banach space (E, ||-||) = (Lp([0,1]), || - II,) for some
p € [1, c0) fulfilling the mean pathwise regularity property

I1X: = X;llg,, < C(t-9)", (5.9)
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~

constants K,b > 0. Then, for an arbitrary € > 0 and m(n) = [(log(n))(b/“)+€]it holds that every
sequence of r-optimal n-quantizers (et e for Pmm),p(Vin(n)(X)) in (R™™ || - ll,) satisfies

for constants C,a > 0 and t > s € [0,1]. Moreover, assume that K log )" < en (X, E) for

enr (X, Lp([0,1)) ~ e (X, Ly ([0, 1), iy (@)
1 (5.10)
- (E” X- T p0n) (Vi (X)) ||L,,> !

asmn — co.

Proof. As in the above subsections, we check that the sequences V,, and ¢, satisfy
Conditions 1-3. Since V,,,(f) = Ex (f | Fm), where ¥, is defined by

F = o< 1‘7”>,...,f,51m>), (5.11)

we get for f € L,([0,1]), with <1landp € [1, ) by using Jensen’s inequality,
8 p p P y g q Y,

IValPIE, = [ 1E (1 E P < I 612)
[01]

and thus ||Vy||,, < 1. The operators ¢y, satisfy Condition 2 of Theorem 2.3 since

- (m)\P S
m —
|ai|Pf[ ](fi > =m0 g,
=1 0,1

L, i

< pm)
Z“ifim
i=1

=1 (5.13)
_l,,,ar2-1/p) P
= ”m (al,...,am)”P.

For Condition 3, we note that for ¢ € [0, 1]
S £
X; = Zfi"”(t)\/ﬁf o XidA(s),
i=1 " 471
(5.14)

VoGO = S O [ XA,
i=1 [t ]

Using the inequalities

”f”Lp/ < ”f"Lp’ 1XIlz, @) < IXIIL, @) (5.15)
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forr>r',p>p, f € L, and X € L,(IP), we get

pVT’ P\/T
1% = Var GO, on [, < 1% = VO 0 [,

X V X pvr
_”“ — Vi )“var(P)”pr([OlD

_ f E
[0,1] =

Sf Zf(m)(t)\/_f |Xt XS”LNP(P)d.}L(S) dA(t)
[0,1]

pvr

A (f)x/ﬁf (X - Xo)dA(s)|  dPdA(t)
1

(m) ,(m)
[ ]

pvr

SC/m“+l

pvr var
ar(t) = e

C

< MOE=
IM Xoa )3
(5.16)

Therefore, we know that the sequence (m(n)),,oy satisfies (2.7) since we get with (5.16)

CP\/T

11X = Vart (K, g0 )”L ® = mmr

<log (n)” ) = o(ens (X, E)), (5.17)
asn — oo, and the assertion follows from Theorem 2.3. O

6. Examples

In this section, we want to present some processes that fulfill the requirements of the
Theorems 3.1, 3.3, 4.2, and 5.1. Firstly, we give some examples for Gaussian processes that
can be applied to all of the four Theorems, and secondly we describe how our approach can
be applied to Lévy processes in view of Theorem 5.1.

Examples 6.1. Gaussian Processes and Brownian Diffusions

(i) Brownian Motion and Fractional Brownian Motion

Let (Xt(H)) te[01] be a fractional Brownian motion with Hurst parameter H € (0, 1) (in the case
H =1/2 we have an ordinary Brownian motion). Its covariance function is given by

1
EX{T X = 2 (4 27 s - P!, 6.1)

Note that except for the case of an ordinary Brownian motion the eigenvalues and
eigenvectors of the fractional Brownian motion are not known explicitly. Nevertheless, the
sharp asymptotics of the eigenvalues has been determined (see, e.g., [7]).
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In [28] the authors constructed an admissible sequence ( g]-)j o i C([0,1]) that satisfies
the requirements of Proposition 4.1 with 6 = 1/2 + H. Furthermore, the eigenvalues \; of
Cxu in L([0,1]) satisfy A; = j~1*2H) see, for example, [7], such that the requirements for
Theorem 4.2 are satisfied. Additionally, this sequence is a rate optimal admissible sequence
for X(H) in 1,([0,1]), such that the requirements for Theorem 3.3 are also met. Constructing

recursively an orthonormal sequence (h]-)]. v by applying Gram-Schmidt procedure on the
sequence (g;); yields a rate optimal ONS for X®) in L,([0,1]) that can be used in the

application of Theorem 3.1. In Section 7 we will illustrate the quantizers constructed for X )
with this ONS for several Hurst parameters H. Note that there are several other admissible
sequences for the fractional Brownian motion which can be applied similarly as described
above; see, for example, [29] or [30]. Moreover, we have for s,t € [0, 1] the mean regularity

property

B[ Xt - x| = Crplt - s, (6.2)

and the asymptotics of the quantization error is given as
enr (X7, L,([0,1])) = ena (X", L2([0,1])) = (log(m)) ", 7 — oo (63)

for all r,p > 1 (see [13]), such that the requirements of Theorem 5.1 are met with a = b = H.
Note that in [11] the authors showed the existence of constants k(H, E) for E = C([0,1]) and
E = L,([0,1]) independent of r such that

enr (XH, E) ~k(H,E)(log(n)) ™, n— oo. (6.4)

Therefore, the quantization errors of the sequences of quantizers constructed via Theorems
3.1,3.3,4.2, and 5.1 also fulfill this sharp asymptotics.

(ii) Brownian Bridge

Let (Bt)e(o,1) be a Brownian bridge with covariance function
EB¢ B; = min(s, t) — st. (6.5)

Since the eigenvalues and eigenvectors of the Brownian bridge are explicitly known, we do
not have to search for any other admissible sequence or ONS for (Bi)c(o1) to be applied
in H = Ly([0,1]). This (the eigenvalue-eigenvector) admissible sequence also satisfies
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the requirements of Theorem 4.2. The mean pathwise regularity for the Brownian bridge can
be deduced by

1/2
(EIB; - Bo")""" < Cpa () B, - Bo[?)
1/2
= Cpa(Jt - s/ - |t - s) (6.6)
<Clt-s|'?,
for any p > 1. Combining [31, Theorem 3.7] and [13, Corollary 1.3] yields

enr (B, L,([0,1])) = (log(n)) %, n— oo, (6.7)

for all r,p > 1, such that Theorem 5.1 can be applied witha =b =1/2.

(iii) Stationary Ornstein-Uhlenbeck Process

The stationary Ornstein-Uhlenbeck process (X) [ 1] is @ Gaussian process given through the
covariance function

2

EX Xy = ;—a exp(—als —t]), (6.8)

with parameters a,0 > 0. An admissible sequence for the stationary Ornstein-Uhlenbeck
process in C([0,1]) and L,([0,1]) can be found in [21]. This sequence that can be applied
to Theorems 3.3 and 4.2 and also by applying Gram-Schmidt procedure to Theorem 3.1.
According to [13] we have

enr (X, Ly([0,1])) = (log(n))"?, n— oo (6.9)
for all r, p > 1. Furthermore, it holds that
1/2
(BIX; - X:[")""? = Cp2 <E| X, - Xs|2>

> 1/2
= Cp,z<%<1 ~exp(-als - t|>)> (6.10)

< ClS _ t|1/2,

and therefore we can choose a = b = 1/2 to apply Theorem 5.1.
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(iv) Fractional Ornstein-Uhlenbeck Process

The fractional Ornstein-Uhlenbeck process (Xt(H))te[Ol] for H € (0,2) is a continuous
stationary centered Gaussian process with the covariance function

EX X = gmalt=sl” g5 0, (6.11)

In [22] the authors constructed an admissible sequence ( g]-);.g)I for H € (0,1] that satisfies
the requirements of Proposition 4.1 with 6 = 1/2 + H/2. Since the eigenvalues 1; of Cx) in
L,([0,1]) satisfy A; = j7'*H, we get again that the assumptions of Theorem 4.2 are satisfied.
Similarly, we can use this sequence in Theorems 3.3 and 3.1.

(v) Brownian Diffusions
We consider a 1-dimensional Brownian diffusion (X)) fulfilling the SDE

t t
X; = f b(s, Xs)ds +f o(s, Xs)dWs, (6.12)
0 0

where the deterministic functions b, 0 : [0,1] x R — R satisfy the growth assumption
|b(t,x)| +|o(t, x)] < C(1+ |x|). (6.13)

Under some additional ellipticity assumption on o, the asymptotics of the quantization error
in (Lp([0,1], || - II,)) is then given by

enr (X, L,([0,1])) = (log(n)) "%, (6.14)
asn — oo (see [10] and also [32]). Furthermore, one shows that for0 <s <t<1
(| X, = X, |P) " < C(t = 5)"/2 (6.15)

(see [17, Examples 3.1]) such that Theorem 5.1 can be applied witha =b =1/2.

Examples 6.2 (Lévy processes). Let (Xt),e)0,1) be a real Lévy process, that is, X is a cadlag process
with P(Xp = 0) = 1 and stationary and independent increments. The characteristic exponent
¢ (u) given through the equation

f exp(iux)P* (dx) = exp(-¢(u)), ueR, (6.16)
R
is characterized by the Lévy-Khintchine formula

¢(u) =iau + %azuz + f <l —e" iuXX(\x|<1)>l—I(dx), (6.17)

R
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where the characteristic triple (a, o, IT) contains constants a € R, o > 0, and a measure ITon
R\ {0} satisfying IR(I A x?)I1(dx) < co. By definition, we know that

EIX; - X’ = B X", (6.18)

and it is further known that the latter moment is finite if and only if
f |x|PTI(dx) < oo. (6.19)
(IxI=1)

Furthermore, by the Lévy-Ito decomposition, X can be written as the sum of independent Lévy
processes

X=X"+X®+Xx®, (6.20)
where X® is a Brownian motion with drift, X is a Compound Poisson process, and X is a
Lévy process with bounded jumps and without Brownian component.

Firstly, we will analyze the mean pathwise regularity of these three types of Lévy
processes to combine these results with lower bounds for the asymptotical quantization error.

(1) Mean Pathwise Regularity of the 3 Components of the Lévy-Ito Decomposition:

(i) According to an extended Millar’s Lemma [17, Lemma 5], we have, for all Lévy
processes with bounded jumps and without Brownian component, that there
is for every p > 2 a constant C < oo such that for every f € [0,1]

E|X,]f < Ct = c<t1/P)”. (6.21)

Combining (6.18) and (6.21), we can choose p in (5.2) as p1,(x) = x/P. For
p € [1,2) we have by using (6.21) withp =2

/2
BXP < (BxP) < o= (e, (6.22)

and thus we can choose p1,(x) = Cx!/2. Combining these facts, we get
prp(x) = Cx/2P forp > 1.

(ii) We consider the Compound Poisson process

K
Xi = D7, (6.23)
k=1
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where K denotes a standard Poisson process with intensity A = 1 and (Uk) ey
is an i.i.d sequence of random variables with || Z, | L,@) < % Then, one shows
that

P

&, 1P P
<HZ oy exp(-1) Y, —— < C(£77), (6.24)
k=1 !

K
Sz

k=1

E

so that (5.2) is satisfied with ¢, (x) = x!/P.
(iii) We consider a Brownian motion with drift. Using Examples 6.1 (i) and
Lemma 2.1 we can choose p in (5.2) as p3 ,(x) = p3(x) = x/% forallp > 1.

(2) Lévy Processes with Nonvanishing Brownian Component
Let X be a Lévy process with non vanishing Brownian component, which means
that o in the characteristic triple satisfies o > 0. in [17, Proposition 4] for r,p > 1, it
holds that

(log(n))_l/2 = Cenr(W,L,) Senr(X,Lp), n— o0 (6.25)

for some constant C € (0, 00), and W denotes a Brownian motion. We consider the
Lévy-Ito decomposition X = XD + X@ + X® and assume that for X\ = 35 Z,it
holds that [ Z1]|1, ) < oo. Therefore, we receive the mean pathwise regularity for
X, all p,r > 1, and some constant C < oo

pp(x) i= Cx!/2rVP. (6.26)

Thus, we can apply Theorem 5.1 witha=1/2VpVrandb=1/2.

(3) Compound Poisson Processes
For a Compound Poisson process X we know that the rate for the asymptotic
quantization error under suitable assumptions is given by

enr(X,Ly) = exp (—K\/log(n) log(log(n))>, n—s oo; (6.27)

see [16, Theorems 13, 14] and [17, Proposition 3] for a constant ¥ € (0, o). Thus,
the sequence (m(n)),,oy has to grow faster than in the examples above. To fulfill

|| I1X = V() 1, o1 ||Lr(P) = o(exp (—K\/log(n) 1og(1og(n))>), (6.28)

as n — oo (see the proof of Theorem 5.1), we need to choose m(n) = [(p V

r) exp(K\/log(n) log(log(n))(1 +¢€))] for an arbitrary e > 0.

(4) a-stable Lévy Processes with a € (0,2)
These are Lévy processes satisfying the self-similarity property

X, L 4l/ax,, (6.29)
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and furthermore

BXf"=co,  sup{EIXi[" < oo} = a. (6.30)

Thus, we can choose p(x) = Cx!/% for any p > 1 and constants C, < co. The
asymptotics of the quantization error for X is given by

enr (X, L) =log(n)™/*, n— oo (6.31)

for r,p > 1 [14], such that we meet the requirements of Theorem 5.1 by setting
a=b=a.

7. Numerical Illustrations

In this section, we want to highlight the steps needed for a numerical implementation of our
approach and also give some illustrating results. For this purpose, it is useful to regard an n-
quantizer a;, as an element of E” (again denoted by a,) instead of being a subset of E. Then,
r-optimality of an n-quantizer a, for the random variable X in the separable Banach space E
reads

= i DX 7 DX =Emin||X - ag; r/
T B e D@ D) =B X ail 7.1

with DX, (a) also called distortion function for X. The differentiability of the distortion
function was treated in [6] for finite-dimensional Banach spaces (what is sufficient for our
purpose) and later in [33] for the general case.

Proposition 7.1 (see [6, Lemma 4.10]). Assume that the norm || - || of R? is smooth. Let r > 1, and
assume that any Voronoi diagram {V,,(a), a; € a,1 < i < n} with Vy(a) == {x € R? : ||x — ai]| =
mingeq||x—al|} satisfies PX(V, (a)NVq, (@) = 0 fori# j. Then, the distortion function is differentiable
at every admissible n-tuple a = (ay, ..., a,) (ie., a; # a; for i # j) with

n
VDS, (@) = rE( xc, @\t OIX - ail V(X - a) € (B, (7.2)
where {Cq, () : 1 < i < n} denotes any Voronoi partition induced by a = {ay, ..., an}.
Remark 7.2. When r = 1, the above result extends to admissible n-tuples with

PX({ay,...,a,}) = 0. Furthermore, if the norm is just smooth on a set A € B(E) with PX(A) =
1, then the result still holds true. This is, for example, the case for (E, || - ||) = (R4, | - ||.,) and
random variables X with PX(H) = 0 for all hyperplanes H, which includes the case of normal
distributed random variables.
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Classic optimization theories now yield that any local minimum is contained in the

set of stationary points. Soletn € N, m = m(n) € N, r > 1,X,V,,, and ¢, be given. The
procedure looks as follows.

Step 1. Calculation of the Distribution of the R"-Valued Random Variable { := ¢, (V;,(X)). This
step strongly depends on the shape of the random variable X and the operators V,,.

Being in the setting of Section 3.1 one starts with an orthonormal system (h;);oy in H
providing

(,bm(vm(X)) = (,bm <Vm <ihi<hiz X>>> = (,bm <ihl<hllx>>> = iei<hi/X>/ (73)
i=1 i=1 i=1

where (e;);;<,, denote the unit vectors in R™. Thus, the covariance matrix of the random
variable ¢ admits the representation

E‘;gl = (E< hi, X) <h]" X))lgi,j,gm = <CX (hi), hj)lgi,j,gm’ (7.4)

with Cx being the covariance operator of X.
Similarly, we get for Gaussian random variables in the framework of Section 3.2

Bt = <\/W W > , (7.5)

1<i j,<m

in the setting of Section 4

Rgt = (Ext;m Xt?m)>1<i,j,<m = (81(Cx (6@.)))&],&"1, (7.6)

and in the setting of Section 5

E@@l _ <m1—2/pfj(m) (CX <fi(m)>>> (7.7)

P 4
1<i j,<m

with f].(m) associated with j[o ' f].(m) (s)ds. If one considers in the latter framework a non-
Brownian Lévy process, for example, and a compound Poisson process (we use the notations
as in Examples 6.2 (1) (ii)), the simulation of the gradient leads to the problem of simulating

tin Ki
f > Zydt, (7.8)

which is still possible.
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Step 2. Use a (stochastic) optimization algorithm to solve the stationarity equation
VD5, (a) =0 € R, (7.9)

for § = ¢m(Vin(X)). For this purpose, the computability of the gradient (7.2) is of enormous
importance. One may either apply a deterministic gradient-based optimization algorithm
(e.g., BFGS) combined with a (Quasi) Monte-Carlo approximation for the gradient, such as
the one used in [20], or use a stochastic gradient algorithm, which is in the Hilbert space
setting also known as CLVQ (competitive learning vector quantization) algorithm (see, e.g.,
[19] for more details). In both cases, the random variable ¢ needs to be simulated, which is
the case for the above described examples.

Step 3. Reconstruct the quantizer = (by, ..., b,) for the random variable X by setting
b; = ¢, (a;) € Fy CE, (7.10)
forl <i<nwitha = (ay,...,a,) being some solution of the stationarity (7.9).

Hlustration

For illustration purposes, we will concentrate on the case described in Section 3.1 for r = 2.
Examples for quantizers as constructed in Section 4 can be found in [20]. The quantizers
shown in the sequel were calculated numerically, by using the widely used CLVQ-algorithm
as described in [19]. To achieve a better accuracy, we finally performed a few steps of a
gradient algorithm by approximating the gradient with a Monte Carlo simulation.Let X ()
be a fractional Brownian motion with Hurst parameter H. We used the admissible sequence
as described in [28]:

X 4 V2cy sm(xnt) ® ey 1-cos(yat) . o
Z|]1 H(Xn)] x}fH Z AT alyn)| yi® n (7.11)

where cy is given as

5 sin(rH)I'(1+2H)
cyy = - ,

(7.12)

Ji-x and J_p are Bessel functions with corresponding parameters, and x, and y, are the
ordered roots of the Bessel functions with parameters —H and 1 — H. After ordering the
elements of the two parts of the expansion in an alternating manner and applying Gram-
Schmidt’s procedure for orthogonalization to construct a rate optimal ONS, we used the
method as described in Section 3.1. We show the results we obtained for n = 10, m = 4
and the Hurst parameters H = 0.3, 0.5, and 0.7 (Figures 1, 2, and 3). To show the effects of
changing parameters, we also present the quantizers obtained after increasing the size of the
containing subspace (m = 8) (Figures 4, 5, and 6) and in addition the effect of increasing the
quantizer size (n = 30) (Figures 7, 8, and 9). Since X (H) is for H = 0.5 an ordinary Brownian
motion, one can compare the results with the results obtained for the Brownian motion by
using the Karhunen-Loeve expansion (see, e.g., [18]).
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Figure 1: The 10-quantizer for the fractional Brownian motion with Hurst parameter H = 0.3 in a 4-
dimensional subspace.
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Figure 2: The 10-quantizer for the fractional Brownian motion with Hurst parameter H = 0.5 in a 4-
dimensional subspace.
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Figure 3: The 10-quantizer for the fractional Brownian motion with Hurst parameter H = 0.7 in a 4-
dimensional subspace.
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Figure 4: The 10-quantizer for the fractional Brownian motion with Hurst parameter H = 0.3 in an 8-

dimensional subspace.

Figure 5: The 10-quantizer for the fractional Brownian motion with Hurst parameter H = 0.5 in an 8-

dimensional subspace.
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Figure 6: The 10-quantizer for the fractional Brownian motion with Hurst parameter H = 0.7 in an 8-

dimensional subspace.
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Figure 7: The 30-quantizer for the fractional Brownian motion with Hurst parameter H = 0.3 in an 8-
dimensional subspace.
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Figure 8: The 30-quantizer for the fractional Brownian motion with Hurst parameter H = 0.5 in an 8-
dimensional subspace.
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Figure 9: The 30-quantizer for the fractional Brownian motion with Hurst parameter H = 0.7 in an 8-
dimensional subspace.
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