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EDGEWORTH CORRECTION BY BOOTSTRAP
IN AUTOREGRESSIONS

BY ArRuP BOseE
Indian Statistical Institute and Purdue University

We prove that the distribution of least-squares estimates in autoregres-
sions can be bootstrapped with accuracy o(n~!/?) a.s., thereby improving the
normal approximation error of O(n~1/2),

1. Introduction. Since the introduction of the bootstrap procedure by Efron
(1979, 1982), there has been a fast-growing literature on the topic. Empirical
evidence has suggested that the bootstrap performs usually very well. See, e.g.,
Efron (1979, 1982), Bickel and Freedman (1983), Daggett and Freedman (1985)
and Freedman and Peters (1984a,b, 1985). Simultaneously, there have been
attempts to provide theoretical justification as to why this method performs
well. These results provide an insight into the working of the bootstrap proce-
dure. We would like to mention the papers by Bickel and Freedman (1980, 1981),
Singh (1981), Beran (1982) and Babu and Singh (1984). They deal with the
accuracy of the bootstrap approximation in various senses (e.g., asymptotic
normality, Edgeworth expansions, etc.) mainly for sample mean type statistics
(or their functionals), quantiles etc., in the i.i.d. situation.

The bootstrap cannot, in general, work for dependent processes; Singh (1981)
provides an example. However, it was anticipated that it would work if the
dependence is taken care of while resampling. Freedman (1984) confirms this by
showing that it does work for certain linear dynamic models (e.g., for two-stage
least-squares estimates in linear autoregressions with possible exogeneous vari-
ables orthogonal to errors). To the author’s knowledge, this is the only theoreti-
cal work available for bootstrap in dependent models.

In the absence of distributional assumptions on the errors, the autoregressive
parameters are estimated by the least-squares method. The structure of the
process enables us to resample the errors and then pseudodata can be generated.
We show that the distribution of the parameter estimates can be bootstrapped
with accuracy o(n~'/?) as., thereby improving the normal approximation. The
idea is to develop one-term Edgeworth expansions for the distribution of the
parameter estimates and its bootstrapped version and then compare these two.

2. Preliminaries. Let Y, be a stationary autoregressive process satisfying

p
(2~1) Y, = Z 0,Y,_; + ¢,

i=1
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1710 A. BOSE

where we assume that:

(A1) (e,)areiid. ~ Fy, Ee, =0, Ec? = 1, EeZ**D < oo for some s > 3.

(A.2) (g, €?) satisfies Cramér’s condition, i.e., for every d > 0, there exists § > 0
such that sup . 4 F exp(it'(s,, &}))| < exp(—9).

(A.3) Roots of X2_f,2777 = 0 lie within the unit circle. Here §, = 1.

REMARKS ON THE ASSUMPTIONS. _

1. The stationarity of the autoregression is assumed at this stage to keep the
computations simple. This assumption can be dropped. See Remark 3.11.

2. The assumption that (e,) have mean 0 and variance 1 seems too rigid. It is
possible to drop this assumption and allow arbitrary unknown mean and
variance. The resulting proofs shall be more messy since we have to tackle the
estimates of these parameters too. However, the results do go through, since
these estimates are nice functions of the observations (Y;). See Remark 3.10.

3. The minimum moment assumption we need is Ee} < co, which at first glance
might seem too strong. However, note that the ls.e. involve quadratic func-
tions of ¢; (Y,Y,_, involves £?) and we need (s + 1)th moment of these with s
at least 3. This is in contrast to the i.i.d. situation, where the existence of sth
moment suffices. The (s + 1)th moment is needed because Y,’s are dependent
[see G6tze and Hipp (1983)]. We have stated our assumption in terms of s > 3
since under this assumption we can obtain an Edgeworth expansion for the
distribution of the ls.e. up to the order o(n~*~2/2) which is of independent
interest. However, there seems to be a problem in obtaining such an expansion
for the bootstrapped distribution.

4. Our results are stated and proved for real-valued processes. The results
continue to hold for vector-valued processes. The proofs are similar with
added complexity in the notation.

Given (Y,_,,...,
obtained by solving

Y,), the least-squares estimates 6,,,...,0,, of 0,,...,0, are

01n Z Yt— IYl
On| | XYY,

where
EYtz—l ZY;—1Y¢—2 ZYt—IYt—p
. ZYz—zyz—l EYt2—2 ZYz—zyz—p
S, =
Zyt_pyt_l Zyt‘z_p

The bootstrap distribution of (6,,,...,§,,) is obtained as follows. The errors &,
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are “recovered” by

p
&,=Y,—- Y6,Y_,, t=1,...,n.

i=1
Let G,(-) denote the distribution function which puts mass 1/n at each §,. Let
F*(x) =G (x +&,), &, =n" 'L & Let(e¥),i=0,+1,£2,..., beiid. EX*(:).
(Strictly speaking we should write e, but we shall drop the suffix n to ease the
notation.) - ~

Given (&), generate Y,* by

p
Y* = Zlajnlctj +e¥, i=0,+1,+2,....
j=
Let 6, = (0,,,...,0,,). Pretend that 6, is unknown and obtain its 1s.e. §,*. In
general, the presence of (*) will denote that we are dealing with the bootstrap
quantity and hence expectation etc., are taken under (e¥) iid. F* given
Y,, Y,..., Y, Let 0, = Cov(Y,, Y;), i = 0,..., p — 1. It is well known that

oo ol LR op— 1
Op °° Op_2]. . . .
2= . P77 is positive definite.
%

Let =* denote its bootstrap version, i.e., o = Cov(Y*, Y;*). n'/23v/%(6, — 6)
has an asymptotic normal (0, I) distribution under our assumptions. In fact, we
will show that an Edgeworth expansion can be developed for its distribution
function. Then we will show that an analogous expansion is valid for its
bootstrapped version n'/2Z*1/2(g* — @,). This will help us to study the accuracy
of the bootstrap approximation. In practice the (conditional) distribution of
nl/2Z*1/2(g* — @ ) is approximated to any desired degree of accuracy by draw-
ing repeated sets of observations and forming the histogram.

Note that the least-squares equation can be written as

0,, -6, ZY;—lst
S~n = ¢
Opn = 6, YY, e
Define
Xit=th—iet’ i=1"°',ps
(2.3) Xpi1,e= & — 1,
X, = (Xu,...,XpH’t), 2;=o(g;).

3. Main results. We first obtain an asymptotic expansion for the distribu-
tion of n~1/2¥"_| X, by using the following results due to Gotze and Hipp (1983).
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Let (X,) be R*-valued random variables on (2, %, P) and let there be o-fields
92; [write 6(U%_,2,) = 2%] and a > 0 such that

Jj=a

(C1) EX,=0, V¢,
(C.2) E|X,**' < B,,, < o, V¢ forsome s > 3,
(C3) 3 Ynm € ‘@r':jr': 3 E”Xn - Ynm” =< cexp(—am),
(C4) VAe9" ,Be2%,,|P(ANB) - P(A)P(B)| < cexp(—am),
n+m
(C5) 3d,8>03V |t >d, E|Eexp(it’ > Xj)ﬂj, jEn<1-8,
j=n—-m

(C6) VAED™P Yn,p,m,

n—p?

E|P(A|2;, j# n) — P(A|2,,0 < |j—n| <m+p)| < cexp(—am),

(co lim D(n‘l/ 2y Xt) = 3 exists and is positive definite.

Define the integer s, < s by

s = s if s is even,
0 s—1 if sisodd.

Let ¢, , be the usual function associated with Edgeworth expansions [see
Gotze and Hipp (1983)]. Let @5 be the normal density with mean 0 and
dispersion matrix 3.

Define S, = n~12¢7_  X,.

The following two results are due to Goétze and Hipp (1983) (henceforth
referred to as GH).

THEOREM 3.1. Let f: R*¥ > R denote a measurable function such that
If(x)] < M(1 + ||x||**) for every x € R*. Assume that (C.1)~(C.7) hold. Then
there exists a positive constant § not depending on f and M, and for arbitrary
K > 0 there exists a positive constant C depending on M but not on f such that
< Cw(f,n %) + o(n=-2+0/2),

Ef(S,) ~ [fd¥,,,

where
w(f,n %) = [sup(if(x +y) = f(x)]: ] < " )gs() dx.

The term o(-) depends on f through M only.

“COROLLARY 3.2. Under assumptions (C.1)-(C.7) we have uniformly for con-
vex measurable C C R¥%,

P(S, € C) =4, (C) + o(nC7272).
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Under our assumptions,

0
Y,= Y 8¢, t=0x1,+2,...,
r=0
where 3 ¢, a > 0 and an integer N, such that V N > N, Z,_N|8,| < cexp(—aN).
Conditions (C.1)-(C.4) and (C.6) can be easily checked for X,’s defined by (2.3).
We now verify (C.5) for X,’s. Let 8 denote a random variable independent of ¢,,.
Clearly,

)
€ Z arsn—i—r + B if Jj=n,

o n/tnj+18 ifj—‘izn’
B ifj—i<nand j>n.
Hence
n+m p
E tiy; lej = enzt (Am + Btnm) B’
J=n i=1 i=1
where
0 m
= E 6rsn—i—ri Binm = E 8r£r+i+n’ 1= 1," P
= r=0
Note that for all {,i’ = 1,..., p, A,, and B,,,, are independent and
Z,m=(Ain+Binm’i= ""’p) .Y(Zi1+Zi2,l= "--,p),

where Z;, and Z,, are independent and
Cov(Z,, Z;,) = o,_; = Cov(Z;y, Z,5).

Hence the limiting dispersion matrix of Z,,, is positive definite. Thus

n+m

E|Eexp(it’ Y Xt)|@j, J#n|

Jj=n—-m

(3.1)
= E\Eexp(i(ty, ..., t,)enZum + itpoiel)le;, J # 1l
(3.2) < exp(=8)P(|lt,,ll 2 d) + P(|it,nll < d),

where ¢, = (},-- ., £,)Z s tpi1)-
Suppose that ||¢|* = P ,¢? + ¢2,, > d = d*/1% where 0 <l <1 is to be
chosen Then P(||t,.|l=d) > P((a’Z )2 > 12), where ||a||=1. Let b, i=
.+»,(p + 1), be points in R? and r > 0 be such that P(Z, + Z;, € B(b,, r),Vv
j= ,...,p)>0, V i=1,...,(p+1) and B(b, r) are such that not all
(by..., b,,,) lie in any given hyperplane of dimension (p — 1). This is possible
since the dispersion matrix of (Z;, + Z,,, i = 1,..., p) is positive definite. Choose
! sufficiently small. Then for any a w1th llell = 1, {x: (a’x)® < I?} does not
intersect at least one of the balls B(b,, r). Hence P((a’Z,,)* > 1%) >

min,_,  ,.1P(Z,, € B(b,r)) and liminf of the right side is positive. Thus
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there exist n,, m, large enough and ¢ > 0 such that
P(|ltyull = d?) 2> 0, V|t|22dE n=ny, m=m,.

Combining this with (3.2) verifies condition (C.5) for X,’s defined in (2.3).
Further,

pX 0

i ol £ )< [3 00 ]

n—o t=1

is positive definite verifying (C.7). Thus Theorem 3.1 and Corollary 3.2 are valid
for ’

n
(38.3) n~2 Y X, with X,’s as defined in (2.3).

t=1 .

REMARK 3.3. The preceding arguments also show that if conditions (A.1)
and (A.3) hold and ¢, satisfies Cramér’s condition, then the distribution of
n~'%S (6, — 6) admits an Edgeworth expansion of order o(n~(~2/2),

Our next task is to derive an Edgeworth expansion for the bootstrapped
version of X,’s. We will derive this expansion only for the case p = 1 to avoid

notational complexity.
Let H*(-) denote the characteristic function of n™'/2L"_,Z*, where Z* is a

certain truncation (as in GH) of X* = (Y;* ¢}, % — 0,*?). Here 0,** = E*(¢}?).

We omit the explicit definition of Z* since this shall not be used in subsequent
calculations.

LEMMA 34. V ||#| < Cn® we have

ID*(Hx(t) — §x4(2))l < C( + B&)(1 + [|£15+1!)exp(— C||¢]|2)n =12,

for some e® < 2, and C depends on the bounds of B}, (= fourth moment of X}*).
Yx o(t) denotes the Fourier transform of Y} ,, the signed measure associated
with the Edgeworth expansion of X*. D* is the usual differential operator with
la] < 6.

This same lemma is proved in GH and hence we skip the proof.
Let

I = {t: Cn® < ||t < Clnl/z},
I = {t: C\n'/? < ||t|| < e~ 'n'/%},

where C, is to be chosen later and 0 < & < 1 is fixed.

LEMMA 3.5. Under (A.1) and (A.2) we have, for almost every sequence
Yy, Y,... and |a| <6,

/ IDH*(t)| dt = o(n~1/2).
tel,
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PrOOF. A careful look at the proof of Lemma 3.43 of GH shows that it
suffices to show that

E*|E*AX|2¥, j#Jj,l <1 uniformlyin ¢ € I, and p=1,...,1,

where A% = exp(it'n™"/ 2Zjl’=“;-‘7"'_ij* ). For the definitions of / and j, one can
consult GH. We omit these definitions since they are not used explicitly in our
calculation. But note that the effect of truncation is negligible and it suffices to
deal with ‘

b+m
itn¥% ), X}

J=jp—m

8., = E*|E*exp e, J # Jpl-

If F* is the distribution of L2 8%} | ,+ L7207 ' "ef, then writing
t] = t,n"2, t; = t,n~ /% we have [see (3.1)]

an,,,=f

Note that a.s. F* = F, where F is the distribution of Z, +2,,2,,Z, iid.
Z, =, T2 0%, and by Lévy’s theorem F'is continuous. Further, F;* = F, a.s.
Since the convergence of F.* to F is uniform we have

s,,m—>s=f

uniformly on compact sets of (¢/, ¢3), i.e., uniformly over ¢ € I,, and by Cramér’s
condition 8§ < 1. This proves the lemma. O

dF ().

fexp(itl’xy + ityx?) dF*(x)

dF(y) as.

fexp( itjxy + ityx?) dFy(x)

LEMMA 3.6. Assume (A.1) and (A.2) hold. For sufficiently small C,, we have
for almost every sequence Y, Y,,...,

f |D*H* ()| dt = o(n~%/?).
tel

1

PROOF. As in Lemma 3.5, it is sufficient to deal with the original variables
instead of truncations. We proceed as in Lemma 3.5 following GH but use a
different estimate for E*|E*A}|9/*, J # J,| (see Lemma 3.5 for the definition of
A}). We have to deal with

8 = E*|E*exp(it,n '%X(A% + BY,) + itzn'1/2s,’f2)|e}‘, j#n|,

where
ad n+m )
A: = Z eéez_l_t and Bn*m = Z 0r_l]—1—n£;:,
t=0 Jj=n+1
ta Y It
= 2 n 2\n3
8n*m_E* 1 - —D(G:,e;: )tn g n3/2 E*”(E:,E: )” ,



