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Most of the multivariate counting processes studied in the literature are regular processes,
which implies, ignoring the types of the events, the non-occurrence of multiple events.
However, in practice, several different types of events may occur simultaneously. In this
paper, a new class of multivariate counting processes which allow simultaneous occur-
rences of multiple types of events is suggested and its stochastic properties are studied.
For the modeling of such kind of process, we rely on the tool of superposition of seed
counting processes. It will be shown that the stochastic properties of the proposed class of
multivariate counting processes are explicitly expressed. Furthermore, the marginal pro-
cesses are also explicitly obtained. We analyze the multivariate dependence structure of
the proposed class of counting processes.

Keywords: characterization of multivariate counting processes, complete intensity functions,
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1. INTRODUCTION

In practice, the occurrences of some type of random events are counted and thus, in such
cases, we are dealing with counting processes. A stochastic process {N(t), t > 0} is said
to be a counting process if N(t) represents the total number of events that occur by time
t. Until now, most of the research is focused on the univariate counting process, for which
their stochastic properties have been thoroughly studied. The Markov process, homogeneous
and non-homogeneous Poisson processes (HPP and NHPP), and the renewal process are
the most frequently applied univariate counting processes (Limnios and Oprisan [20] and
Barbu and Limnios [3]).

As mentioned above, so far, most researchers have paid their attention to univariate
counting process. However, stochastically dependent multivariate series of events can be
commonly observed in many contexts (see Cha and Giorgio [11] for plenty of examples).
In this regard, in Cha and Giorgio [11], a new multivariate point process model, called the
multivariate generalized Polya process (MVGPP), has been developed.

One of the critical features of the MVGPP is that it is a “regular process”, which
implies, ignoring the types of the events, the non-occurrence of multiple events. However, in
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some cases, the “regularity condition” in multivariate point processes needs to be relaxed
because, in practice, several different types of events may occur simultaneously. For example,
in insurance risk model, an insurance portfolio frequently consists of two or more insurance
policies or subportfolios. In this case, the insurance portfolio may simultaneously face dif-
ferent types of claims arising from the same catastrophe such as a windstorm or a vehicle
accident (see Chan, Hailiang Yang and Zhang [12], Cai and Li [5] and Woo [26]). As a sim-
plest explanatory model, suppose that {(Ny(t), Na(t)), t > 0} is a bivariate claim process,
where N;(t), i = 1,2, represents the number of claim causing events in the ith risk process
by time t. Furthermore, some events in the two risk processes are common ones and shared
by {Ni(t), t > 0} and {Nz(t), t > 0}, whereas the other events are respective ones in the
two processes. Denote by X;; the jth loss at the ith risk process, i =1,2, 7 =1,2,---,
and by L;(t), i = 1,2, the total claim cost by time ¢ in the ith risk process, respectively.
Then L;(t) is defined as L;(t) = Z;V:i(lt) Xij, t=1,2 and, in this case, L1 (t) and La(t) are
stochastically dependent. In insurance risk analysis, the stochastic properties (e.g., joint and
marginal distributions and moments such as mean, variance and covariance) of Lq(t) and
Lo(t) are of practical interest. Multivariate processes having simultaneous multiple types
of events may also occur frequently in engineering science. For example, in reliability, in
addition to respective recurrent failures, simultaneous failures in two parts in a system may
occur (i.e., two types of events can occur) due to external common fatal shocks (see Marshall
and Olkin [21] and Kundu and Gupta [18,19]).

Therefore, in this paper, our aim is to develop a new multivariate point process without
the regularity property. However, the “marginal regularity” will be retained as in most
univariate point processes. More accurate mathematical definitions of the regularity and
the marginal regularity in multivariate point processes will be given in Section 2. For a
systematic modeling of such kind of process, we rely on the tool of superposition of seed
counting processes. To increase the practical applicability of the developed multivariate
point process, our prime aim will be to keep mathematical tractability and computability
as simple as possible. Another very important goal of this paper will be to develop a class of
multivariate counting processes which possesses positive dependence because, as illustrated
in Cha and Giorgio [11], multivariate series of events occurring in practice are frequently
positively dependent. While this paper basically follows Cha [7] and Cha and Giorgio [11],
especially, the proofs of the positive dependence property for both bivariate and multivariate
cases are significantly different from that in Cha and Giorgio [11] due to structural difference
of the studied models. This will be one of the main contributions of this paper.

The structure of this paper is as follows. In Section 2, using the tool of superposition
of processes, we define a new class of marginally regular bivariate counting processes. It
will be shown that the marginal process of the proposed bivariate counting process becomes
an existing counting process and it has explicit stochastic properties. In Section 3, we
derive the stochastic properties of the proposed class of bivariate counting processes. For
further characterization of it, we suggest an alternative definition for the proposed class
of bivariate counting processes which relies on mixing and, based on it, we analyze the
dependence structure of the developed bivariate process. In Section 4, we briefly discuss the
generalization of the bivariate process to the multivariate case. Finally, in Section 5, some
concluding remarks will be given.

2. STOCHASTIC MODELING OF BIVARIATE COUNTING PROCESS

First, we will start with the case of bivariate counting process and will extend our discus-
sion to the multivariate case afterward. Let {N(t), t > 0}, where N(t) = (N1(t), Na(t)),
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be a bivariate process of our interest. We can then define the marginal counting processes
{N;(t), t >0} and, for convenience, they will be called type i counting process, i = 1,2,
respectively. Furthermore, the events from type i counting process {N;(t), ¢ > 0} will also
be called type i events. In this paper, our aim is to develop a class of marginally regular
bivariate counting processes. A univariate counting process {NN(t), t > 0} is called “regular”
(or “orderly”) if

P(N(t+ At) — N(t) > 1) = o(At), Vt>0.

Regularity is intuitively the non-occurrence of multiple events in a small interval. Note that
the regularity in a multivariate process should be more precisely defined (see also Cox and
Lewis [14]). There are two types of regularity in multivariate counting processes: (i) marginal
regularity and (ii) regularity. For a multivariate counting process, we say that the process
is marginally reqular if its marginal processes, considered as univariate counting processes,
are all regular. The multivariate process is said to be regular if the “pooled” process is
regular. This type of regularity, of course, implies the marginal regularity. Throughout this
paper, we will assume that the bivariate process {N(¢), t > 0} of our interest is “marginally
regular” (but “not regular”) process.

To stochastically model a new class of marginally regular bivariate counting processes,
we first introduce a well-known method of generating dependency which is frequently used
to develop bivariate distributions. The well-known “bivariate Poisson distribution” was
proposed by Campbell [6] and Holgate [16]. Although Campbell [6] obtained it in a different
and more complex way, Holgate [16] obtained the bivariate Poisson distribution (BPD) using
the “trivariate reduction method”. That is, let Wy, W5, and W3 be independent Poisson
random variables with the parameters A1, A2, and A3, respectively. Then a discrete bivariate
distribution can be defined by setting

X1 =W, +Ws and Xy =Wy + Ws. (1)

The bivariate distribution defined by (X1, X32) in (1) is called the BPD. It can be easily
shown that the joint probability mass function of (X7, X3) is given by

min{z,zo}

flxy,20) = e~ (M1tAatAa) Z

u=0

T1—U\T2—U\Uu
)‘1 >\2 )‘5

(21 —u)! (g — u)lu!’

21 =0,1,2,...,20=0,1,2,....

It is also well known that the BPD possesses very convenient properties, for example, all
the marginal distributions are given by the Poisson distributions.

To obtain a marginally regular dependent bivariate counting process, one can extend
the relation between random variables suggested in (1) to that between counting processes.
Thus, a natural extension of the BPD to the bivariate Poisson process can be defined as
follows.

DEFINITION 1 (Bivariate Poisson process (BPP)): Let {W;(t), t > 0} be the NHPP with the
intensity function \;(t), i = 1,2,3, respectively, and assume that they are mutually inde-
pendent. Define a bivariate process {(X1(t), X2(t)), t > 0} as X1(t) = Wi(t) + Ws(t) and
Xo(t) = Wa(t) + Ws(t), for allt > 0. Then the bivariate process {(X1(t), X2(t)), t > 0} is
called the bivariate Poisson process with the set of parameters (A (t), A2(t), As(t)).

The properties of the BPP {(X(t), X2(t)), t > 0} defined in Definition 1 can be derived
by using those of univariate Poisson process. However, a crucial demerit of the BPP is that
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the degree of dependence is too weak. That is, for t5 > ¢; and sy > s1, if the two intervals
(t1,t2] and (s1, s2] are not overlapping, then

P(X1(t2) — X1(t1) = n1, Xo(s2) — Xa(s1) =ng)
= P(Xl(tg) - Xl(tl) = nl)P(XQ(SQ) — XQ(Sl) = ’I’LQ)7

for all ny; and no, due to the independent increments property of the involved Poisson
processes. That is, the numbers of events from { X (¢), ¢t > 0} and {X5(¢), ¢ > 0} for any two
non-overlapping intervals are independent. Thus, although the BPP defined in Definition 1
can be conveniently applied in practice, due to the described reason, it would not be suitable
for modeling bivariate series of events that have a stronger dependence.

Thus, now we consider to generate a marginally regular bivariate counting process which
has a stronger dependence. At the same time, the stochastic properties of the bivariate pro-
cess and its marginal processes should be mathematically tractable. For this purpose, we will
consider the generalized Polya process (GPP) as the seed counting processes. To introduce
the Definition of the GPP, the concept of stochastic intensity is needed. For a univariate
orderly counting process {N(t), ¢t > 0} and its past history (i.e., internal filtration) H;_ in
the interval [0,¢), the stochastic intensity is defined by (see also Aven and Jensen [1] and
Cha [7]),

N >1 _ =1 _
A\ = lim P(N(t,t + At) > 1|H; ): lim P (N(t,t+ At) |H: )7
At—0 At At—0 At

where N(t1,t2), t1 < to, is the number of events in [t1,t2). The definition of the GPP is as
follows.

DEFINITION 2 (Generalized Polya process (Cha [7])): A counting process {N(t), t > 0} is
called the GPP with the set of parameters (\(t),«, 3), « >0, 8> 0, if

(i) N(0) =0;
(ii) A = (aN(t=) + HAL).

Note that the GPP with (A(t),a = 0,3 = 1) reduces to the NHPP with the intensity function
A(t) and, accordingly, the GPP can be understood as a generalized version of the NHPP.
See Cha [7] for more detailed stochastic properties of the GPP. As mentioned before, one of
the important objectives of this study is to develop bivariate process such that the stochas-
tic properties of the bivariate process and its marginal processes should be mathematically
tractable. Thus, if we follow the modeling procedure suggested in Definition 1 based on the
GPP seed processes, the superposition of two GPPs, which corresponds to the marginal pro-
cess, should be obtained in a mathematically tractable form. For this purpose, before defining
a new bivariate counting process based on the GPP seed processes, we study the condition
under which the superposition of two GPPs results in a GPP again. The following theorem
18 about the result on the superposition of two independent GPPs.

THEOREM 1: Let {M;(t), t > 0} be the GPP with the set of parameters (A(t), «, 5;), i =
respectively, and assume that they are independent. Define M (t) = My (t) + Ms(t), ¢
Then {M(t), t > 0} is the GPP with the set of parameters (\(t), o, f1 + B2).

L2,
0.
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PrOOF: Denote by AM the stochastic intensity function of {M(¢), t > 0}. Then, for the
past history (internal filtration) HJ of the process {M(t), t > 0},

P (M(t,t+At) =1HM)

M 1
M _AI}:I—I}O At
— lim PM@t+At) =1|T;, i =1,2,..., My(t—) + Ma(t—); Ma(t—) + Ma(t—))
- At—0 At
. P(M(t,t+ At) = 1|M;(t—) + Ma(t—))
= lim )
At—0 At

where T} < Ty < T3 < --- < t are the sequential arrival points of the events in {M(¢), ¢ > 0}
and the third equality holds due to the Markovian property of the GPP. Note that

. P(M(t, t+ At) = 1|M;(t—) + Ma(t—))
lim
At—0 At

. P(M(t,t+At) =1M(t—), My (t—) + Ma(t—))
= Bt My (t-) 4 (e-)) | Jim Al

P (M(t,t + At) = 1| M (t—), M (t—))
= By (4-)| My (t-) + M2 (t-)) [ lim :

(2)

At—0 At

where E(nr, (+—) M, (t—)+Ma(t—) -] stands for the expectation with respect to the conditional
distribution of (M (t—)|Mi(t—) + Ms(t—)). Observe that, in (2),
lim
At—0 At
= (aM;(t—) + B1)A() + (aMa(t—) + B2)A(t)
= ((My(t=) + Ma(t=)) + B1 + B2)A(t),

which depends on M (t—) only through M;j(t—) 4+ Ms(t—). Thus, the conditional expecta-
tion in (2) is just given by

. P(M(t,t 4+ At) = 1|M;(t—), My(t—
By (6=) My (t-)+Ma (t-)) L\HIEO Mt £ 2 At| =
= (a(M;(t=) + Ma(t—=)) + f1 + B2) A(t).

Therefore,
A= (aM(t=) + B1 + B2) A1),
and {M(t), t > 0} is the GPP with the set of parameters (\(t), o, 51 + O2). |

Based on Theorem 1, we can now define a new marginally regular bivariate generalized
Polya process (MR-BVGPP) which has the GPPs as the marginal processes.

DEFINITION 3 (Marginally regular bivariate generalized Polya process): Let {V;(t), t > 0}
be the GPP with the set of parameters (A(t),«, ;), i = 1,2,3, respectively, and assume
that they are mutually independent. Define a bivariate process {(Ni(t), Na(t)), t > 0}
as Ni(t) = Vi(t) + Va(t) and Nao(t) = Va(t) + Vi(t), for all ¢ > 0. Then the bivariate
process {(N1(t), Na(t)), t >0} is called the MR-BVGPP with the set of parameters
(A(), v, B1, B2, B3)-
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From Theorem 1, obviously, the marginal process {N;(t), ¢ > 0} is given by the GPP,
which is explicitly stated in the following proposition.

PROPOSITION 1: For the MR-BVGPP {(Ni(t),Na(t)), t >0} with the set of parame-
ters (\(t),a, B1, B2, B3), the marginal process {N;(t), t > 0} is the GPP with the set of
parameters (A(t), «, B; + P3), i = 1,2, respectively.

3. STOCHASTIC PROPERTIES
3.1. Restarting Property and the Joint Distribution of the Number of Events

In this section, we will derive stochastic properties of the MR-BVGPP {(N;(t), Na(¢)),
t > 0}. For this, first of all, the understanding of the “restarting property” of a process
would be much helpful.

DEFINITION 4 (Restarting property (Cha [7])): Let ¢t > 0 be an “arbitrary” time point. If
the conditional future stochastic process from t, given the history until time t, follows the
same type of stochastic process with possibly different set of process parameters, then the pro-
cess is called to possess the restarting property. A stochastic process that enjoys the restarting
property is called a restarting process.

The restarting property is explained in a much more detail and several examples for
univariate restarting processes are given in Cha [7]. It is shown that the GPP possesses
this property and, in addition, it “unconditionally” restart (see Theorem 2 of Cha [7]).
Note that the bivariate process {(Ny(t), Na(t)), t > 0} in Definition 3 also possesses this
restarting property and it also “unconditionally” restarts, which is explicitly stated in the
following theorem. Furthermore, relying on these properties, the joint distributions of the
number of events in an arbitrary interval or disjoint intervals can be conveniently obtained.
Denote by H;:— the history of Type i process in the interval [0,t), i =1,2. For a con-
stant u >0, define Ny;(t) = N;(u+1t) — Ni(u), i =1,2, and V,;(t) = Vi(u+1t) — Vi(u),
i =1,2,3. Furthermore, throughout this paper, we define A(t) = fot Az)dz, t > 0.

THEOREM 2: Let 0 = ug < up < ug < +++ < Uy,

(i) Given (Hiu—, Hou—), {(Nu1(t), Nuz(t)), t > 0} is the MR-BVGPP with the set of
parameters (A(u + t), a, amq + B, ama + P2, ams + PB3), where m; is the realization
of Vi(u—), i =1,2,3, respectively.

(i) For any u >0, {(Ny1(t), Ny2(t)), t > 0} is ‘unconditionally’” MR-BVGPP with the
set of parameters (¢(t,u), «, 1, B2, 03), where

B AMu +t) exp{aA(u +t)}
~ 1+exp{aA(u+1t)} —exp{aA(u)}

o(t,u)
(iii)
P(NZ‘(UQ) — Nl(U1) = Ny, 1= 1,2)

LY D 4 By Ja)D(ny — j+ Bi /)T (ns — j + fa/a)
2 jim = j)l(ne = )T (B /)T (B2/ )T (Ba/a)
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1 — exp{—alA(us) — Aur)]} e
1+ exp{—aA(uz)} — exp{—af[A(uz) — Au1)]}

(B1+B2+083)/
" exp{—al(usz)} ’
1+ exp{—al(u2)} — exp{—a[A(uz) — A(w)]}
(iv)
P(Ni(uj)—Ni(uj,l):nij, =1 2j:1 2 ,m)
min{ni1,n21} min{niz,n22} min{nim,n2m} m
_ Z Z Z H[ Zk 1Jk+ﬂ3/0‘)
71=0 j2=0 o i TS e+ B/a)

D gy (e — i) + Brfe) r<zz:1<n;k — i) + B2/ )
(1 — )T (2 (ke — i) + Bu/a)  (n2i — 3D (4 (nak — ji) + B2/)

n1i+n2i—7Ji
X (1 —exp{—al(u; — Ui71|ui71)}>

X (exp{—ozA(ui —ui—1|ui-1)}

)

) ST (nugtnor—ji)+(B1+B2 +ﬁ3)/a]

where 22;11() =0 when i =1, A(t|s) = A\t +s),A(t]s) = fot Auls)du

PROOF: Property (i): Note that if (Hi,—,Hoyu—) is given, then the corresponding his-
tories of the seed processes {V;(t), ¢t >0}, i =1,2,3, are also specified. Furthermore,
given the histories of the seed processes {V;(t), t > 0}, i =1,2,3, in the interval [0, u),
due to the Markovian property of the GPP, the future process {(Ny1(t), Ny2(t)), t > 0}
depends only on (Vj(u—),Va(u—),Vs(u—)). Specifically, given (Vi(u—)=my,Va(u—)=
ma, V3(u—) = ms3), the future process {Vi;(t), t >0} follows the GPP with the set of
parameters (A(u +t), o, am; + 5;), i = 1,2, 3, respectively. Thus, we have the desired result.

Property (ii): From Theorem 2 of Cha [7], {V,(t), t > 0} is the GPP with the set of
parameters (o(t,u), a, 3;), where

Au+t)exp{aA(u+t)}
1+ exp{aA(u+1t)} — exp{aA(u)}

Qo(t? u) =

Thus, we have the desired result.
Property (111) Note that NI(UQ) — Ni(ul) = Nuli(U,Q — ul) = Vuli(UQ — ul) + Vul3(UQ —
u1), 1 = 1,2, and thus, from Property (ii), we have

P(NZ(UQ) - Nl(ul) = Ny, = 1,2)

min{nq,n2}

U G /) 1 — exp{—a[A(uz) — A(u)]} ’
JIT(Bs/a) \ 1+ exp{—aA(u2)} —exp{—afA(u2) — A(u1)]}

=0

" exp{—aA(usz)} e
1+ exp{—aA(u2)} — exp{—afA(u2) — A(u1)]}
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Tl =+ By/a) 1 — exp{—alA(uz) = Aur)]}
(11 = )T (B /o) \ T+ exp{—aA(uz)} — exp{—alAluz) — ACur)]}

" exp{—aA(usz)} /e
1+ exp{—aA(uz)} — exp{—alA(uz) — A(u1)]}

T(n =i + /o) 1 — exp{—afA(uz) — Au)]}
A}

(ng — NIT(Ba/a) \ 1+ exp{—aA(uz)} — exp{—a[A(uz) —

" exp{—aA(usz)} ol
1+ exp{—aA(u2)} — exp{—a[A(uz) — A(u)]} ’

which results in the desired result.
Property (iv): Observe that

P(NZ(U,]) — Ni(uj_l) = nij, ZZ 1,2,j = 1,2, .. .,m)

min{nii,n21} min{niz,ne2} min{nim,n2m}
_ Z Z Z P(Nl(’LLk)—Nl(uk:fl):nlka
j1=0 Jj2=0 Jm=0
Na(ug) — Na(ug—1) = nok, Va(ur) — Va(up—1) = ji, k=1,2,...,m)
min{ni1,n21} min{niz,na2} min{ni,m, ,nam }
-y oo > P(Vs(wk) — Va(uk—1) = ji,
j1=0 J2=0 Jm=0
Vi(ur) = Vi(ue—1) = nik — i, Va(ur) = Va(uk—1) = nok — ji, k=1,2,...,m)
min{nii,n21} min{niz,nze}  min{nim,nem} m
. S > T PVaw) = Va(uisy) = g,
41=0 J2=0 Jm=0 1=1

Vl(ui) - V1(Ui71) =Ny _jia%(ui) - VZ(uifl) = N2 —jz'\VB(Uk) - VB(kal) = Jk;
Vi(ug) = Vi(ug—1) = nig — jr, Va(ur) — Va(up—1) = nox — jr, k= 1,2,...,3 — 1)

min{ni1,n21} min{niz,nao} min{nim,Nam} m
= > X X e - Vit
j1=0 Jj2=0 Jm=0 i=1

:.]Z|‘/3(uk) - ‘/3(11’/6—1) = jka k= 1727' B 7i - 1)
X P(Vl(ul) — Vl(ui,l) = N1i; —jZ|V1(Uk) — Vl(uk,l) = N1k —jk, k = ].,2, . ,i — 1)
X P(VQ(UZ) — Vg(ui_1) = N9; —j1|‘/2(uk) — Vg(uk_l) = N9k —jk,k‘ = 1,2, .. .,i — 1)]

Due to the restarting property of the GPP, the conditional counting process
Vit +uiz1) = Vi(ui—1)|Vi(ug) — Vi(ug—1) = mp, k=1,2,...,i—1), t >0,

which counts the number of events from the time point w;_;, follows the GPP with
the set of parameters (A;(u;—1 +t),a,az;€;11 mg + 51), | = 1,2, 3, respectively. Then we
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have
P(Ni(uj)_Ni(uj—l):nija i:l,?,j:l,Q,...,m)
min{ni1,n21} min{niz,no} min{nim,n2m} m [ Zk 1]k +ﬂ3/a)

N Z Z Z H ]z'F Zk 1jk+53/a)

71=0 J2=0 Jm=0 i=1

X (1 — exp{—aA(u; — Ui71|ui71)})]i

)Zi;ll Jr+B3/a

X (exp{—aA(ui —ui—1|ui-1)}

F(Zj@:l(njlk —Jjk) + B1/)
(1 — i) Ty (ke — i) + Bu/)

ST (na—gr) 481/
X (exp{—aA(ui —Ui71|ui71)}) e

F(Zz:l(n?k — Jk) + B2/a)
(ng; — ji)!F(Z;;ll(an — k) + B2/)
)Z};ﬁm%—jk)wz/a]

(1~ expl{—ah (s —wisfu)y)

n2i —Ji
(1 — eXp{—G{A(U;i — ui_1|ui_1)})

X (exp{faA(ui —ui—1|ui—1)}

i

which results in the desired result. |

3.2. Characterization Based on the Mixture of BPP

In developing new distributions or counting process models in insurance risk modeling,
the tool of mixing has taken a crucial role (see, e.g., Willmot and Woo [24,25]). To derive
further properties of MR-BVGPP, the following characterization of MR-BVGPP in terms of
the mixture of BPP would take a crucial role. To show the equivalence of any two bivariate
counting processes, we need to show that the two counting processes have the same complete
intensity functions (Cox and Lewis [14], Aven and Jensen [1,2] and Cha and Giorgio [11]).
As explained in Cha and Giorgio [11], a “marginally regular bivariate counting process”
{(N1(t), N2(t)), t > 0} can be specified by the following complete intensity functions:

P (Ni(t,t + At) > 1 Hyp—; Hor)

A1 = lim = — lim P(Ny(t,t+ At) = 1[Hy—; Hoi)

At—0 At A0 At ’
Ay = lim P (No(t,t + At) > 1|Hys—; Hor) ~ i P (No(t, t+ At) = 1‘7—[”_;7-(%_),
At—0 At At—0 At
. P(Ni(t,t+ At)No(t, t + At) > 1[Hy—; Hor)
Azt = AI?EO At ) (3)

where H;— = {N;(u), 0 < u < t} is the history (internal filtration) of the marginal process
{N;(t), t >0}, i =1,2, and N;(t1,t2), t1 < to, represents the number of type i events in
[t1,t2), i = 1,2, respectively. Note that H;;— can be completely defined in terms of N;(t—)
and the sequential arrival points of the events 0 < Tj; < Tjo < --- < Tyn,¢—y <t in [0,1),
1 = 1,2, where N;(t—) is the total number of events of type ¢ point process in [0,t), 1 = 1, 2.

THEOREM 3: Let {(Ny(t), Na(t)), t > 0} be the MR-BVGPP with the set of parameters
(A(t), o, 1, B2, B3). Furthermore, let {(Ny(t), N5(t)), t > 0} be the mixture of the BPP
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with the set of parameters (z1 A\(t) exp{aA(t)}, zoA(t) exp{aA(t)}, z3A(¢) exp{aA(t)}) (given
Zy = 21, Zy = 2z, Z3 = z3) and the corresponding mizing distributions (pdf) of Z1, Zs, Zs3,
given by

1
[(Bi/a)

respectively, where {Z;, i =1,2,3}, are assumed to be mutually independent. Then the
bivariate counting processes {(Ni(t), Na(t)), t > 0} and {(Ny(t),N5(t)), t > 0} share the
same stochastic properties.

ofﬁi/o‘zim/af1 exp{—z;/a}, 0 <z <oo, i=1,2,3,

fZi (Zl) =

PrROOF: We will derive the complete intensity functions of {(Niy(t), Na(t)), t > 0} and
{(N{(t),N3(t)), t > 0} and will show that they are the same.

First, we obtain the complete intensity functions A1z, Aoy and Ajar of {(Ny(t), Na(¢)),
t > 0} in Definition 3. Observe that

P (Ny(t,t + At) = 1/H1p—; Hor—)

A = Alirilo At
o POVt A = 1V (4), Valt-), Vi(t-))
= lim )
At—0 At

where note that Vi(t—), Va(t—), Va3(t—) are determined if Hy;— and Hoi— are given and
the equality holds due to the Markovian property of the GPP. Due to the relationship
Ni(t) = Vi(t) + Vs(2),

Are = (@Vi(t=) + B1)A(t) + (aVs(t—) + B3)A(t) = (a(Vi(t—) + Va(t—)) + B1 + B3)A(t)
= (aN1(t=) + 1 + B3)A(t).
By symmetry, Aoy = (aNa(t—) + B2 + [3)A(t). Furthermore, similarly,

P (Ny(t,t + At)No(t,t + At) = 1| Hyp—; Hor )

)\12,5 = hrn
At—0

At
— lim P (Nl(ta t+ At)NZ(ta t+ At) = 1|V1(t7)v ‘/Q(ti)a ‘/ii(ti))
o At—0 At
o PO+ AN = V()
At—0 At

= (aVs(t—) + B3)A(1).

Now, we obtain the stochastic intensity functions Aj;, A5, Ao of {(Nf(t), N5 (¢)),
t > 0}. Let Hi,_ and H3,_ be the corresponding histories of the marginal processes of
{(N5(t),N3(t)), t >0}. In {(N7(t),N5(t)), t >0}, define V;*(¢) as the number of events
in which only type i event occurs in (0,t], i = 1,2, respectively, and V5*(t) as the number
of events in which both type 1 and type 2 events occur simultaneously. Then, clearly,
NF(t) = V(t) + V5 (t), i = 1,2. Define G, as the history of the process {V;*(t), t > 0},
i=1,2,3. Then, (H},_, i =1,2) specifies (G},_, i = 1,2,3), and vice versa. Thus,

P (Ny(t,t+ At) = 1/H},_; H3, )

Mo = Al%r_r}o At
_ P (Ny(t,t+ At) =1(G5, ;G5 _; G5, )
= l1im
At—0 At
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_ P(N{(t,t+At) =1|G7,:G5,_)
= lim
At—0 At

. P(Nj(t,t+ At) =1|Z1,Z5;G5,_; G5 )
= B(2,,25165, 565, | Jim At

)

where E(z, z,6:, gz, )| - | stands for the expectation with respect to the conditional
distribution of (71, Z3|G;,_;G3,_) and

i F (NY(t,t + At) = 1|21, Z3; G5, G5, )

At—0 At = (Z1 + Z3)A(t) exp{aA(t) }.

Denote by U;; < U;p < --- the sequential arrival points of the events in the process
{Vi*(t), t > 0}, i = 1,2,3. Note that the conditional joint distribution of

(G113 G301 21, Z3) = (Uin, Uiz, - . -, Usv (o), Vit (t=),1 = 1, 3|21, Z3)

is given by (see, e.g., the proof of Theorem 1 in Cha and Finkelstein [9] and Cha and
Finkelstein [10])

z1p(u11)210(u2) -+ - 219(Uam, ) €xp {21 /Ot sﬁ(x)dx}

x zzp(u31)z3p(us2) - - - 230(Uams) €xp {—23 /Ot ap(x)da:} )

where p(t) = A(t) exp{aA(t)}, u;; represents the realization of U;; and m, represents that
of V*(t—), i = 1,3, respectively. Thus, the conditional joint distribution of (Z1, Z5|G;,_ =
g1t—; G5 = g3t—), where gt = (w1, Usa, - - ., Uim,, ;) is the realization of G, , i =1,3,
is given by

2 exp{—(z1 + 23) fo p(z)dz} fz,(21) [z, (23)
I JoT oo exp{—(v1 + vs) [y @(x)dw} [z, (v1) fz, (vs)dvidus

Thus, given (giktf = 81t—: g;i,}f = g3t—)7

oy POVI(E+ A = 1G5 = g1 G- = gar)
At—0 At
= A(t) exp{aA(t)}
fo Jo 21+Z3) T2 exp{—(21+ 23) Jy Mx) exp{ad (@) bz} f7, (1) fz, (23)dz1dzs
Joo Iy exp{—(v1 +v3) fy M) exp{ad(z) }dw} [z, (v1) 2, (v3)dvrdvs

= A(t) exp{aA(t)} </0°° 2t exp{—2z /0 Mz) exp{aA(x)}da} fz,(z1)dz
X /000 25" exp{fz;g/o Az) exp{aA(x)}dz} fz,(23)dzs

00 t
+/0 P exp{—23/0 Az) exp{aA(z)}da} fz,(z3)dzs
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[e%s} t
></ 27 exp{—zl/ Mz) exp{aA(x)}da} fz,(21)dz
0 0

X (/000 vy exp{—m/O Az) exp{aA(z)}dx} fz, (v1)dvy

-1
00

X (N exp{fvg/o )\(x)exp{aA(x)}dx}st(vg)dw)

0

= A(t) eXp{aA(t)}{ Z [(/000 Zitl exp{—zié (exp{aA(t)} — 1)}fZi(zi)dzi)

i=1,3

—1
x ( | o exp(-uig (explad(®) - D}z, <v,»>dvi)
0

= (amy + B1)A(t) + (ams + B3)A(t)
= (oml + 3 + 53))\@),

where ny = my 4+ ms is the realization of Ny (t—) = Vi*(t—) + V5*(t—), and the following
calculation is used: for a non-negative integer k,

| etsi epladn) - 1) (i
) /Ooo F(ﬁj/a) Bl it {_Zi; exp{aA(t)}} dz
_ aPile L(k+ Bi/)
I‘(ﬂl/a) (é eXp{aA(t)})k-i-ﬁi/a
o 1 1 k+pi /o ft-Bi Ja—1 1
< i (ewtarey) A e o eptaay fas
o i/ L'(k+ Bi/)

"G Eeptaryy

and

Lk +1+Bi/a) = (k+ 8i/a)T(k+ Bi/a).

Thus,
A1y = (N7 (t=) + B1 + B3)A(t).

By symmetry, A5, = (aNJ(t—) + B2 + 03)A(t). Furthermore,

. P(Ni(t,t+ AN (tt+ At) = LH;, s H5, )
At—0 At

. P(N{(t,t+ At)N5(t,t + At) = 1|65, ;G5 ;G5 )
= lim
At—0 At
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P (V5 (t,t+ At) = 1|3, )

~ A -
= Ez,195, ) Alilllo P (V5 (.t + Ai)t: 11Z5:G3,_) |
where
o e Agt: U25:950) _ 7\ (t) expla(®)}).

Then, by a similar procedure as those described above, it can be shown that

Aoy = (aV5' (=) + B3)A(D).

This completes the proof. |

Remark 1:

(a) From Proposition 1, we can see that the marginal distribution of N;(¢) follows a
negative binomial distribution, 7 = 1,2, respectively. Note that a Poisson-gamma
mixture is a negative binomial distribution. Thus, this relation can give a clue for
the relation obtained in Theorem 3.

(b) In actuarial science (e.g., Buhlmann [4]), so-called “contagion models” have been
studied in univariate counting process framework, where the corresponding stochastic
intensity function is the same as the GPP but the parameter a can be both posi-
tive and negative. Thus, it would be very interesting to consider the corresponding
bivariate counting process model with o < 0.

3.3. Dependence Structure

As mentioned earlier, our aim in this paper is to develop a marginally regular process which
possesses a strong positive dependence structure. We will now discuss the dependence struc-
ture of MR-BVGPP. In Cha and Giorgio [11], the following new concept of dependency for
bivariate stochastic processes was defined. See also Cha and Giorgio [11] for some practical
interpretations of this concept.

DEFINITION 5 (Positive quadrant dependent bivariate process (PQDBP)):
A bivariate point process {(Y1(t),Yz2(t)), t > 0} is PQDBP if

P(Yi(t2) — Yi(t1) > nq, Ya(s2) — Ya(s1) > ng)
> P(Yi(t2) — Yi(t1) > n1)P(Ya(s2) — Ya(s1) > n2),

for all to > t1, so > s1, n1 and ns.

Note that the PQDBP property implies a rather strong dependency between the
two processes {Y1(t), t > 0} and {Ya2(¢), ¢ > 0}. For example, it implies positive covari-
ance between the number of events of the two processes in any arbitrary time intervals:
Cov(Yi(t2) — Yi(t1), Ya(s2) — Ya(s1)) > 0, for all t5 > t1, s2 > s1 (see also Cha and Giorgio
[11]). We will now analyze the dependence structure of MR-BVGPP. For this purpose, we
need the following preliminary lemma.
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LEMMA 1: Let X be a random variable and g(x), h(z) be real valued functions.

(i) If both g(z) and h(z) are increasing; or if both g(x) and h(x) are decreasing, then
Elg(X)n(X)] = Elg(X)]|E[h(X)].

(ii) Let X,Y,Z be mutually independent random variables and g(x,y), h(z,z) be real
valued functions. If both g(x,y) and h(x,z) are increasing in x; or if both g(xz,y)
and h(x, z) are decreasing in x, then Elg(X,Y)h(X, Z)] > E[g(X,Y)]|Eh(X, Z)].

PROOF: The proof of (i) can be found in Joe [17] and Cuadras [15]. We now prove (ii).
Denote by Fy(y) and Fz(z) the distribution functions of Y and Z, respectively. For any
Y=yand Z = z,

Elg(X,y)h(X, 2)] > Elg(X,y)]|E[h(X, 2)], (4)
due to (i). Then, from (4),

Ely(X.Y)h(x,2)] = | h / " Blg(X.y)h(X, 2)]dFy (4)dFz(2)

/ / Elg(X, )| E[h(X, 2)|dFy (y)dFz(2)

Y)|E[h(X, Z)]. [ |
The following Theorem 4 states that MR-BVGPP is a PQDBP.

THEOREM 4: Let {(N1(t), N2(t)), t >0} be the MR-BVGPP with the set of parameters
(M), @, B1, B2, B3). Then {(N1(t), Na(t)), t > 0} is a PQDBP:
P(Nl(t2> — Nl(tl) > nl,NQ(Sz) — Ng(Sl) > nz)
> P(Nl(tg) — Nl(tl) > nl)P(NQ(SQ) — N2(51) > ’ILQ), (5)

for all to > t1, so > s1, n1 and ns.

PRrROOF: To show inequality (5) is equivalent to show

P(N{(t2) — N{(t1) > n1, N3(s2) = N3 (s1) > n2)

> P(Nf(tg) — Nl*(tl) > n1>P(N;(52) — N;(Sl) > ng), (6)
due to Theorem 3. As in the proof of Theorem 3, for {(N;(t), N5 (t)), t > 0} (which was
defined in Theorem 3), we define V;*(¢) as the number of events in which only type i event
occurs in (0,t], i = 1,2, respectively, and V5" (¢) as the number of events in which both type 1
and type 2 events occur simultaneously. Then, it holds that N (t) = V;*(¢t) + V5'(t), i = 1, 2,

and thus it suffices to show that

PV (t2) = Vi (t1) + V5 (t2) = Vi (t1) > na, V' (s2) = Vo' (s1) + V5 (s2) — V' (s1) > na)
= P(V'(t2) = Vi (ta) + V5 (t2) — V5'(t1) > ma)

X P(V3 (s2) = Vo' (s1) + Vi (s2) — Vi'(s1) > na), (7)

for all to > t1, so > s1, ny, and ny. Without loss of generality, assume ¢; < s;. We will
consider three cases depending on whether the intervals (1, 3] and (s1, 2] are overlapping
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(partially or fully) or completely separated: Case (i) to < s1; Case (ii) s1 < t2 < sq; Case (iii)
81 < 82 < 1o.

Case (i) t2 < s1: In this case, the two intervals are not overlapping and due to the
independent increments property of the NHPP,

PV (t2) = Vi (t1) + V5 (t2) — V5 (t1) > na, Vi (s2) — V5 (1) + V5 (s2) — Vi'(s1) > n2)
= E[P(V (t2) = V" (t1) + V5" (t2) — V5 (t1) > ma,
Vi (s2) = V' (s1) + V5 (s2) = V5'(s1) > n2|Z1, Z2, Zs))]
= E[P(V{'(t2) = Vi (t1) + V5'(t2) — V5 (t1) > m|Z1, Z2, Zs)
x P(Vy (s2) = V5'(s1) (s2) (s1) > n2|Z1, Z2, Zs))]
= B[P(V{'(t2) = Vi (t1) + V5 (t2) = V5'(t1) > |21, Z3)
x P(V5'(s2) — V5 (s1) (s2)

Observe that, given Z; = 21, Z3 = z3, (V)" (t2) — Vi*(t1) + V5 (t2) — V5 (61)| Z1 = 21, Z5 = 23)
follows the Poisson distribution with mean value (z1 + z3) f:f A(w) exp{aA(u)}du. Thus,
as the survival function of a Poisson distribution increases if its mean value increases
(see, e.g., the proof of Theorem 1 in Cha [8]), P(V*(t2) — Vi*(t1) + Vi (t2) — V5 (1) >
n1|Z1,{Z3 = v}) is increasing function of wv. Similarly, P(V5 (s2) — V5(s1) + V5 (s2) —
Vif(s1) > no|Zs,{Z5 = v}) is also increasing function of v. Then, by Lemma 1-(ii),

E[P(V{ (t2) — Vi (t1) + V5 (t2) = V5 (t1) > 1|2y, Z3)
x P(V3'(s2) = V5 (s1) + V5'(s2) — V5 (s1) > n2| 22, Z3)]
> E[P(VY'(t2) = V' (t1) + V5 (t2) — V' (t1) > ma|Z1, Zs))]
E[P(Vy (s2) = V5 (1) + V5 (s2) — V5'(s1) > n2|Zs, Zs)]
=PV’ (t2) = V1" (t1) + V5 (t2) = V' (ta) > na)
x P(Vy (s2) = V5 (s1) + V5 (s2) = Vi'(s1) > na).
Case (ii) s1 < ta < s2: In this case, the two intervals have the common part (s1,t2] and we

need to use some adequate conditioning in order to cleverly use Lemma 1-(ii). In this case,
the inequality (7) can be written as

P(Vi(t2) = Vi'(t1) + [V5' (t2) — V5" (s1) + V5" (s1) = V5'(t1)] > ma,
Vo' (s2) = V3 (s1) + [V5'(s2) — V5 (t2) + V5 (t2) — V5 (s1)] > n2)
= P(V'(t2) = Vi (t1) + [V5'(t2) = V5' (1) 4+ V5 (s1) — V5 (t1)] > ma)
x P(V5'(s2) = V5 (s1) + [V5'(s2) — V5'(t2) + V5 (t2) — V5'(s1)] > na).

Observe that

P(Vi*(t2) = Vi (t1) + [V5' (t2) — V5" (s1) + V5'(s1) = V5" (t1)] > ma,
Vo' (s2) = Vo' (s1) + [V5' (s2) — V5" (t2) + V5 (t2) — V5" (s1)] > n2)
E[P(Vi(t2) = V" (t1) + [V5' (t2) — V5" (s1) + V5 (s1) — V5" (t)] > na,

Vo' (s2) = Vo' (s1) + [V5'(s2) — V' (t2) + V5 (t2) — V5 (s1)] > n2|Z1, Z2, Z3)),
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and
PV (t2) = Vi'(t1) + [V5 (t2) = V' (s1) + V5'(s1) = V5" (t1)] > ma,
Vo' (s2) = V5 (s1) + [Vi' (s2) = V' (t2) + V5™ (t2) — Vi (s1)] > n2| 21, Z2, Z3)
= Ev; (t2)-Vy (s1)121,2,25) [P (V] (t2) = V" (t1)
+ [V5'(t2) = V5 (s1) + V5 (1) = V5" (t1)] > na,
Vy'(s2) = Vo (s1) + [Vi'(s2) — Vi (t2) + V5" (t2) — V5'(s1)]
> no|Z1, Z2, Z3, V3 (t2) — V5'(s1))]
= By (t2) Vi (1) 21, 2.25) | PV (t2) = Vi (t1) + V5 (s1) — V' (1)
>ny — [V5'(t2) = V5'(s1)]| 21, Z2, Z3, V5 (t2) — V5 (s1))
X P(V5'(s2) = Vo' (s1) + V5 (s2) — Vi (t2)
> ng — [V5'(t2) = V5 (s1)|21, Z2, Z3, V5 (t2) — V5 (1)) |,
where “E(vi (1) Vi (s1)|21,22,25)[ - |7 stands for the expectation with respect to the con-
ditional distribution of (V3" (t2) — V5*(s1)|Z1, Za, Z3). Note that, given {Zi, Zs,Z3}, the
processes {V;*(t), t >0}, i = 1,2,3, are mutually independent NHPPs. Furthermore, the
intervals (t1,s1] and (s1,t2] are not overlapping. Thus, Vi*(t2) — V;*(¢1) is independent of
Vif(t2) — V5 (s1) and V5 (s1) — V5 (#1) is also independent of V3*(t2) — V5*(s1). Accordingly,
given {Zy, Za, Z3}, Vi*(t2) — Vi*(t1) + V5'(s1) — V5*(t1) is independent of Vi (t2) — V5*(s1)

and we have
PV (t2) = Vi (t1) + V5 (s1) — V5 (t1) > na — |21, Zy, Z3,{V5'(t2) — V5 (s1) = v})
= P(V{"(t2) = Vi"(t1) + V5 (s1) — V5" (t1) > n1 — v| 241, Za, Zs).
Similarly,
P(Vy (s2) = V5 (s1) + V5 (s2) = V5 (t2) > n2 — 0|21, Z3, Z3,{V5'(t2) — V5'(s1) = v})
= P(V5 (s2) = V5 (s1) + V5'(s2) = V5'(t2) > na — 0|21, Z2, Z3).
Therefore, both
PV (t2) = Vi (t1) + V5 (s1) — V5 (t1) > n1 — v[Z1, Z2, Z3,{V5'(t2) — V5 (s1) = v})
and
PV (s2) = V5 (s1) + V5 (s2) = V5'(t2) > no — v| 21, Za, Z3, { V5 (t2) — V5 (s1) = v})
are increasing in v. Thus, due to Lemma 1, for all fixed Z; = z;, i = 1,2, 3,
B (1a)-vi o0)171,22,70) [ PVE () = Vi (1) + V3 (1) = V3 ()

>ny — (V3 (ta) — Vi (s1)]| 21, Z2, Z3, V3 (t2) — V5 (s1))
x P(Vy'(s2) = Vo' (s1) + V5'(s2) — V5 (t2)

>np — (V3 (t2) = V' (1) 21, Z2, Z3, V5 (t2) — V5'(s1))

> By (t2)— Vi (51)| 21,22, 25) [ P(VI (B2) = V" (#1) + V5" (s1) — V5" (t1)
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>y — (V5 (te) = V5 (s1)| 21, Z2, Z3, V5 (t2) — Vé*(sl))]
X E(V;(tQ)fv;(m)IZl,ZQ,ZS) P(V5 (52) = Vo' (s1) + V' (s2) — V5 (t2)
>y — [V5'(t2) — V5 (s)]| 21, Z2, Z3, V5 (t2) — Vs*(sl))]
= P(Vi'(t2) = Vi (t1) + [V5' (t2) — V5 (s1) + V5'(s1) — V5 (t1)] > |2y, 2, Z3)
x P(V5 (s2) = V5 (s1) + [V5 (s2) — V5 (t2) + V5 (t2) — V5 (s1)] > ne|Z1, Zs, Z3)
= P(Vi'(t2) = Vi'(t1) + [V5'(t2) = V5'(s1) + V5'(s1) = V5" ()] > ma| 21, Zs)
x P(V5(s2) = V5 (s1) + [V5 (s2) — V5 (t2) + V5 (t2) — V5 (s1)] > ne|Z2, Z3).
From the above discussion, we have
PV (t2) = Vi (t1) + [V5' (t2) — V5'(s1) + V5 (s1) = V5'(t1)] > ma,
Vi (s2) = Vo' (s1) + [V (s2) = V' (t2) + V5 (t2) — V5 (s1)] > n2|Z1, Z2, Z3)
> P(VY'(t2) — Vi (t1) + [V5'(t2) — Vi (s1) + V5 (s1) = V5" (t1)] > na|Z1, Zs)
x P(V5 (s2) = V5 (s1) + [V (s2) — V5 (t2) + V5 (t2) — V5'(s1)] > na|Z2,Z3).  (8)
Now taking expectations both sides of (8), we have
PV (t2) = Vi (t1) + [V5' (t2) — V5'(s1) + V5 (s1) = V5'(t1)] > ma,
Vi (s2) = Vo' (s1) + [V (s2) = V' (t2) + V5 (t2) — V5 (s1)] > n2)

> E{P(Vf(tz) = Vi (tn) + [V5'(t2) — V5" (s1) + V5 (s1) = V5" (t1)] > nal|Z1, Z3)
x PV (s2) = Vo' (s1) + [V5'(s2) = V5 (t2) + V5 (t2) — V5" (s1)] > n2|Za, Zs)}
E{P(Vf(b) = Vit(t) + [V5' (t2) — V5 (s1) + V5'(s1) — V5" (t1)] > ma|Za, Zs)}

B[PV (s2) = V3 (s1) + V5 (s2) = Vi (t2) + V3 (t2) = V5 (s0)] > a2, Z)|
= P(Vi(t2) = Vi (t1) + [V (t2) — V5 (s1) + V5'(s1) = V5 (t1)] > ma)
x P(Vy (s2) = Vo' (s1) + [V5'(s2) = V5'(t2) + V5'(t2) — V5 (s1)] > ma),
where the last inequality holds due to Lemma 1-(ii) as both
PV (t2) = Vi (0a) + [V5'(k2) = V5" (s1) + V5'(s1) = V5 (01)] > na|Z1, {23 = v})
and
P(V5 (s2) = Vo' (s1) + [V5'(s2) = V5'(t2) + V5'(t2) — V5" (s1)] > na|Zs, {23 = v})

are increasing in v by the same reason as that stated in Case (i). Thus, we have shown the
desired result.
Case (iii) s1 < s3 < to: This case can be proved similarly to Case (ii). [ |

4. GENERALIZATION TO THE MULTIVARIATE PROCESS

The bivariate process {(N1(t), Na(t)), t > 0} studied in the previous sections can be gener-
alized to the multivariate case {N(t), ¢ > 0} = {(N1(t), Na(t),..., N (t)), t > 0} applying
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similar procedure. A natural extension of the MR-BVGPP in Definition 3 would be as
follows.

DEFINITION 6 (Marginally regular multivariate generalized Polya process (MR-MVGPP)):
Let {V;(t), t > 0} be the GPP with the set of parameters (A(t), o, (3;), i =1,2,...,m+1,
respectively, and assume that they are mutually independent. Define a multivariate process
{(N1(t), Na(t), ..., Np(t)), t >0} as Ni(t) = Vi(t) + Vi1 (t), i = 1,2,...,m, for allt > 0.
Then the multivariate process {(N1(t), Na(t),..., Npu(t)), t > 0} is called the MR-MVGPP
with the set of parameters (A(t), v, 81, B2y, Bmt1)-

Obviously, from Theorem 1, the marginal process {N;(t), ¢t > 0} is given by the GPP
with the set of parameters (\(¢), a, 8; + Bm+1), ¢ = 1,2, ..., m. The main results for the MR-
MVGPP can be obtained by applying similar arguments as those described in Sections 2
and 3. For example, when m = 3 (trivariate process), for ug > uq,

P(Nl(uQ) - Ni(ul) = Ny, 1= 17273)
min{ni,n2,n3}
= Z P(‘/Z(Uz)—‘/;(ul):’I’Ll—],'L:1,2,3,V4(U2)—V21(’U,1):])
=0

min{ni,nz,n3}

-y L+ Ba/a)l(n1 —j+ Br/)T(n2 — j + Ba/a)T(ng — j + B3/ )
g n1 = )ne — j)Hns — T (B /)L (B2/c)T (B3/ )L (Ba/ )

Jj=0

x 1 — exp{—a[A(u) — Aw1)]} nitnatns~2j
1+ oxp{=ah(w)} — exp{=afA(uz) — Afur)]}

" exp{—aA(uz)}
1+ exp{—aA(uz2)} — exp{—a[A(u2) — A(u1)]}

> (B1+B2+PB3+F41)/

As in the bivariate case, the MR-MVGPP can be characterized in terms of mixture of the
multivariate Poisson process (MPP), which is defined in the following definition.

DEFINITION 7 (Multivariate Poisson process): Let {W;(t), t > 0} be the NHPP the inten-
sity function \;(t), i =1,2,...,m+ 1, respectively, and assume that they are mutually
independent. Define a multivariate process {X(t), t >0} = {(X1(t), X2(t),..., Xm(¢)),
t >0} as X;(t) = Wi(t) + Winga(t), i = 1,2,...,m, for allt > 0. Then the multivariate pro-
cess {X(t), t > 0} is called the MPP with the set of parameters (A1 (t), Aa(t), ..., Am+1(t)).

By showing the equivalence of the complete intensity functions, similarly as before, we
can have the following proposition.

PROPOSITION 2: Let {(N1(t), Na(t), -+ , Niu(t)), t > 0} be the MR-MVGPP with the set of
parameters (A(t), o, B1, By, Bmt1). Furthermore, let {(Ny(t), N5 (t),--- , N} (t)), t > 0}
be the mizture of the MPP with the set of parameters (z;\(t) exp{aA(t)},i=1,2,--+ ,;m+
1)) (given Z; = z;, i = 1,2,--- ;m) by using the corresponding mizing distributions (pdf) of
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Zi, given by
1 o
fz,(zi) = F(T/)Ofﬁi/“ziﬁ’/a 1exp{fzi/a}, 0<zi<o0, i=1,2,....m+1,
i)
respectively, where {Z;, 1=1,2,....,m+1} are assumed to be mutually indepen-

dent. Then the multivariate counting processes {(Ny(t), Na(t),..., Ny (t)), t >0} and
{(NF(t), N3 (t),..., N} (t), t >0} share the same stochastic properties.

A new dependence concept for multivariate point processes has been defined in Cha
and Giorgio [11].

DEFINITION 8 (Positive upper orthant dependent multivariate process (PUODMP)): A
multivariate point process {(Y1(t),Ya(t),...,Yn(t)), t > 0} is PUODMP if

P(Yi(ti2) = Yi(tir) > ng,i = 1,2,...,m) > 1" P(Yi(tiz) — Yi(ta) > na), (9)
for all t;o > t;1 and n;, i1 =1,2,...,m.

The interpretation of inequality (9) is similar to that in the bivariate case, that is, for
any fixed t;o > t;1, 4 =1,2,...,m, the m random variables Y;(t;2) — Y;(ti1), i =1,2,...,m,
are more likely simultaneously to have large values, compared with m independent random
variables with the same univariate marginal distributions.

We will now show that the MR-MVGPP in Definition 6 is a PUODMP. For this, we
first need two preliminary lemmas.

LEMMA 2: Let {U(t), t > 0} be the HPP with intensity 1. Define ®(t) = fg o(s)ds, t >0,
for a non-negative function ¢(t), t > 0. Then the following properties hold.

(i) Define W(t) = U(®(t)). Then {W(t), t > 0} is the NHPP with intensity function
P(t).

(ii) Forty <ts, U(ta) —U(t1) =p U(te — t1), where “=p” stands for equality in distri-
bution.

PRrROOF: (i) The process {W (t), t > 0} satisfies the two conditions of the NHPP with mean
function ®(¢) in Definition 1.8 in Cinlar [13] as {U(¢), ¢ > 0} is a HPP with intensity 1 and
®(-) is a non-negative increasing function. Property (ii) obviously holds for a HPP as it has
the stationary increments property. |

LEMMA 3: Let (K1, Ks,...,K;) and (L1, Lo, ..., L,) be random vectors, where Ly, Lo, ...,
L, are mutually independent. If the components of (Ki,Ks,...,K;) are respectively

increasing functions of (L1, La,...,L;) then (Ki,Ko,...,K;) is an associated random
vector.
PROOF: See cases (iv) and (v) of Theorem 3.10.5 in Miiller and Stoyan [22]. [ |

THEOREM 5: Let {(Niy(t),Na(t),...,Nmn(t)), t >0} be the MR-MVGPP with the set
of parameters (A(t), o, B1, B2, .., Bmy1). Then {(Ni(t), Na(t),...,Nn(t)), t>0} is a

PUODMP:
P(Ni(tig) — Ni(til) >ng,t=1,2,... ,m) > H?llp(Ni<ti2> — Ni(til) > ni),

foralltis >t;1 andn;, 1 =1,2,...,m.
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PROOF: Define ¢(t) = \(t) exp{aA(t)},t > 0, (¢ fo s)ds, and A; = ®(t;n) — P(t;1) =

fttf ¢(s)ds, for i=1,2,...,m. Furthermore, let (t(1)st(2)s- - - t(2my) be the increasing
arrangement of 2m dimensional vector (t11,t12,t21,t22, .., tm1,tma). (If there are ties in
(ti1,tio,i=1,2,...,m) and, due to this, if there are more than one increasing arrangements,

then (£7}), (), - - -+ {{3,,)) can be any one of them.) Let {U;(t), t > 0} be the HPP with inten-
sity 1,2 =1,2,...,m+ 1, and they are mutually independent. Then, due to Proposition 2
and Lemma 2-(i), N;(t) can be represented as N;(t) =p U;(®(¢)Z;) + Ups1(P(t) Ziut1),
i=1,2,...,m, where {U;(t), t >0}, i=1,2,...,m+1, and {Z,...Z,,+1} are indepen-
dent. Furthermore, due to Lemma 2-(ii), N;(t;2) — N;(t;1) =p Ui(AiZ;) + U1 (AiZt1),
1=1,2,...,m. Then

P(Ni(tig) — Ni(til) >n;,t=1,2,... ,m)

_____ Zmi1 [P(UZ(AZZJ + Um+1(AiZm+1) > Ny, 1= 1, A ,m|Zl, e Zm+1)]. (10)
In (10), as {U;(¢t), t >0}, i=1,2,...,m+1, and {Zy,... Z41} are independent,
PUi(AiZi) + Uns1(DiZmy1) > iy i=1,...,m|Z; = z;,i =1,2,... ,m +1)
= P(Ul(Alzl) + Um+1(AiZm+1) >ng, 1=1,..., m) (11)
Furthermore,
P(UZ(AI,’Q) + Um+1(AiZm+1) >ng;, 1=1,... 7’r)’l|UZ(A1251) =u;, 1=1,... ,m)
= P(Um+1(Aizm+1) >n; — U, 1= 1, .. .,m). (12)

Now, for our proof, we will show that

(Um+1(A1zmg1)s o U1 (A Zme1))

is a PUOD (positive upper orthant dependent) random vector. For a fixed 4, suppose that
the ranks of ¢;; and t;2, where t;, < t;,, in the i 1ncreasmg arrangement (tr (1)’ t(2), - ,tZ‘Qm))
are 71 and ro, where 1 < 79, that is, t;;, = t(rl) and ¢, (T . Define

Q1 = Unt1(2(t()) 2mt1) — Un1 (R(E(1)) 2mt1),
@2 = Un41(®(t(3))2m+1) — Umt1 (P(t(2)) 2m41),
5 Q2am—1 = Unm1 (P ({2 ) 2m+1) — U1 (P(E{2pn—1)) Zmt1)-

Then Q1,Q2,...,Q2y,_1 are mutually independent due to the independent increments
property of the HPP and

ro—1

> Q) = Unsa () 2mi1) = U1 (Ot 2m41)

= m+1((1>(t12)zm+1) (Um-i-l(q)(th)zm-i-l)
=p Un+1((2(ti,) — ®(ti,))2m+1) = Unt1(Aizm1),

due to Lemma 2-(ii). Thus, any component in (Up,+1(P(tiy)2m+1) — U1 (P(ti, ) 2m1), 8 =

1,2,...,m) is increasing function of a mutually independent random vector and, due to
Lemma 3, (Um+1((1)(ti2)zer+1) - U77L+1((I)(ti1 )ZWL+1)7i =1,2,... 7m) =D (Um+1(Aian+1)7i
=1,2,...,m) is an associated random vector. As the association implies the PUOD property
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(see, e.g., Theorem 2.4 in Joe (1997)), the random vector (Up,4+1(Aizm+1),t=1,2,...,m)
is PUOD. This also implies

P(Upt1(Aizmyr) >0y — i, i =1,...,m) > HP(Um+1(AiZm+1) >n; —u), (13)
=1

for all u;, i =1,...,m, and, from (12) and (13),

P(Ui(Aizi) + Uns1(Aizmy1) > ng, i=1,...,m)
= EU1(Alzl),.A.,Um(Amzm)[P(Um+1(AiZm+l) >n; — Ul(AZzi), i = ]., e ,m)]

> By (Avz) o Uni(Azm) HP(Um+1<Aizm+1) > n; — Ui(Aiz))

i=1

= HEU 2z [PUm1(Aizmi1) > ni — Ui(Aq2i))]. (14)

From (10), (11), and (14),

P(Ni(lfig) — Ni(til) > ni,z’ = 1,2, A ,m)
= EZ11-<~7Zm,+1 [P(Ul(A1ZZ) + Um+1(AiZm+1) > N, 1= 17 cee 7m)]

>Ez. . Zmis HEU,;(AiZi)[P(UmH(AiZmH) > n; — Ui(AiZ;)))
i—1
m
=Bz, s | [ Buaaizo[P(U(AZ:) > ni — Um+1(AiZm+1))]]
i—1
= EZl,-n,Zm EZ7n+1[H Gi(Zivzm+1)] s (15)
=1

where

Gi(2i, 2m11) = Ey,(a,2) [P(Ui(Aizi) > 1 — Upg1(Aizmg1))]
:/ P(ul >n; — Um+1(AZZm+1))P(U1(A121) S dul)
u; ER
Observe that U, 4+1(A;zm+1) s increasing in z,41 in the usual stochastic order (Shaked

and Shanthikumar [23]) and thus P(u; > n; — Upmy1(Qizm41)) 18 increasing in z,41. This
implies that G;(z;, Zmt1) is increasing in z,,4+1. Then, by extending Lemma 1-(ii),

HG ZuZerl I_IE’Z,"+1 Z,“Zm+1)

i=1

EZm+1
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Therefore, from (15),

P(Nl(tlg) — Nz(tzl) > ni,i = 1,2, . ,m)

> Ez,...z | [ [ E2oss [Evia,z0[PUSAZ:) > ni = Ups1 (AiZm 1))

i=1

=1z 20 [Evia,2)[PU(Di Zi) + Upsr (Ai Zima) > 13)]]
=1

m

— HP(Ni(tzQ) — N;(tin) > ni),

which completes the proof. |

5. CONCLUDING REMARKS

Multivariate counting processes are practically very useful tools for modeling random occur-
rences of multivariate series of events arising over time intervals. However, until now, very
few practically available multivariate counting processes have been developed and, accord-
ingly, there has been a great discrepancy between desired practical applications and available
useful models. Furthermore, most of the multivariate counting processes studied in the
literature are regular processes, which implies, ignoring the types of the events, the non-
occurrence of multiple events. However, in practice, several different types of events may
occur simultaneously. In this regard, our aim of this paper was to develop a new class of
multivariate counting processes which is not regular and allows mathematical tractability
in various applications.

The multivariate counting process model developed in this paper has many merits from
“application point of view”. First of all, most of the results, including joint distributions of
the number of events, are obtained explicitly. This aspect is practically of great importance
because it allows explicit expression of the likelihood function in estimation procedure.
Furthermore, as studied in this paper, the developed model possesses the restarting property.
Due to this property, one can analyze the counting process observed starting from any
positive time point v > 0 in the same manner as the original process which starts from 0
and, accordingly, the properties can also be explicitly expressed in this case. This also makes
estimation procedure feasible based on the observation which has started from any positive
time point « > 0. In addition, the marginal counting processes of the multivariate process
are the univariate GPPs and one can conveniently use the properties of the GPP when
analyzing marginal processes in the model. Furthermore, as illustrated in the examples on
bivariate or multivariate counting processes that can occur in different areas, multivariate
series of events occurring in practice are frequently positively dependent. It has been shown
that the developed multivariate process possesses a strong type of positive dependence. Due
to these reasons, the developed class of multivariate processes could be applied in various
applications.
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