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Introduction

Present thesis deals with the multivariate extreme value theory. The extreme
value theory is a hot topic. As climate changes, extreme floods, droughts or heat
waves are more frequent. Governments want to know risks of these in order that
they could protect their citizens in a relevant matter. Insurance companies need
to calculate probabilities of such events so that they could price insurance policies.
Use of the extreme value theory is not limited to geographical applications. For
example, financial institutions need to manage a risk of a market crash as they
could lose in one day profit that has been acquired in years. The field has even
received attention of the public thanks to popular science books like The Black
Swan by Nassim Taleb.

The multivariate extreme value theory models occurrence of multiple extreme
events at a time. This is a challenging task as it is difficult to provide a flexible
dependence structure. One of common approaches is to model dependence with
copulas. In this thesis, we use a point process approach and we model dependence
with a spectral density or an exponent measure. However, a connecting link with
the approach via copulas is provided.

The thesis is structured as follows. The first chapter deals with the univariate
extreme value theory. Two approaches are introduced. The first models the
block maxima by the generalized extreme value distribution. The second models
threshold excesses by the generalized Pareto distribution. Then it is shown how
the task can be alternatively expressed in the point processes notion.

In Chapter 2 the multivariate extreme value theory is introduced. The chapter
starts with an introduction of copulas approach. Then the multivariate version
of convergence of block mazxima is presented. It provides models of dependence
based on exponent measure or spectral density. A general principle of |Coles and
Tawn| (1991)) how to provide a spectral density on a simplex is introduced. The
chapter ends with a description of asymptotically independent and asymptotically
dependent variables.

Chapter 3 contains the bulk of the thesis. It describes known parameter
models for asymptotically dependent variables. There are introduced three known
families of models — the logistic, Dirichlet and the pairwise beta. The principle
of constructing spectral measures introduced by |Coles and Tawn| (1991) is of a
limited practical use. Ballani and Schlather| (2011) suggested a principle how
to construct a spectral density on a low dimensional simplex and extend it to
higher dimensions. This result is discussed in detail. Based on this result a
modification of the pairwise beta model is suggested. The new model provides
a higher flexibility as it provides a dependence structure that can more precisely
reflect the nature of data. The chapter ends with a description of Bayesian model
averaging technique. This provides a way how to combine spectral densities or



can serve as a selection tool.

The gathered theory is applied in the last chapter. Data from nine hydrologi-
cal stations from northern Moravia are used for modelling. It is discussed whether
data should be fitted with models for asymptotically dependent and asymptoti-
cally independent variables. Models parameters are estimated via maximum like-
lihood technique. Models are compared via log-likelihood and Bayesian model
selection is applied. New variants of the pairwise beta model bring a substantial
improvement. The chapter ends with calculating exceedance probabilities.

Analysis was performed in statistical software R. Several packages for extreme
value analysis have been used. Spectral densities of new models are provided
along with functions that allow to generate random samples from these. In total
over 1000 lines of code can be find on the attached CD or downloaded from
http://artax.karlin.mff.cuni.cz/~drapall/multivariate/.


http://artax.karlin.mff.cuni.cz/~drapall/multivariate/

Chapter 1

Univariate extreme value theory

Before we shall deal with the multivariate extreme value theory we shall review
the basic concepts of the univariate extreme value theory.

Let us suppose through out this chapter that Xi,...,X,,n € N are inde-
pendent and identically distributed random samples from distribution F', with
expected values p and finite variances o?.

Behaviour of sample mean X, is described by laws of large numbers. The cen-
tral limit theorem states the limiting distribution of difference between expected
value and sample mean.

Now suppose that the object of the interest is not the sample mean but maxi-
mum of Xy,..., X,,. Does this maximum converge almost surely as described for
sample mean in Strong law of large numbers? Is there an equivalent to Central
limit theorem — can we describe its distribution? The univariate extreme value
theory deals with these kinds of questions.

1.1 Block maxima
We shall answer the question about a distribution of maxima. Let
M, = max(Xy, ..., X,).

It holds
PM,<z2)=P(X;<z...,X,<z).

As Xi,..., X, are independent it follows
P(M, <z)=P(X, <z)--- P(X, < 2) = (F(z))".
As n approaches infinity we get

0 if F(z) <1,
= 1.

fim £7(2) = {1 if F(2)

n—oo

This result has a very limited practical use. In 1928 Fisher and Tippett developed
a technique how to compensate the increase of n. In 1943 Gnedenko further
improved the result to the powerful form stated below.



Theorem 1 (Fisher-Tippett-Gnedenko theorem). If there ezists a sequence of
pairs (a, > 0,b, € R) and

lim P (M”—_b" < x) = lim F"(a,X +b,) = G(z) (1.1)
n—oo an n—o0

then distribution function G is either degenerate or it belongs to one of the three

types
x—b
I: A(x):exp{—exp(— )},xER,
a

| o if © < b,
0=y e

11 W) = {exp{—(— (=5} ifr<b,

1 if v > 0.
where o« > 0, a >0 and b € R.
Proof.  See (Gnedenko| (1943).
d
Ezxample 1. Let X4, Xs,... be a sequence of independent unit Fréchet variables

with a distribution function
F(z) =exp{—1/z}, x>0.

Put a, = n,b, = 0 and fix z, then

n— 00 a n—00

M, — b, .
lim P (— < z) = lim P (M, < nz)
= lim F"(nz)
n—oo
— lim [exp{—1/(n2)}]"
n—oo
=exp(—1/z2).
Hence, the limiting distribution is again the unit Fréchet.

The three types from the Theorem (1| are called Gumbel, Fréchet and Weibull,
respectively. The three types can be combined into a single generalized extreme
value (GEV) distribution.

Definition 1. A distribution function

G(x) = exp{_ (1 +§I;M)j/§},

(z)4 = max(z,0)

where

1s the generalized extreme value distribution function. A parameter p is called a
location parameter, o > 0 is a scale parameter and & is a shape parameter.
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How does GEV distribution relate to the three types? As & — 0 we get the
Gumbel distribution. For

§>O,a:%

we get the Fréchet distribution and for
1
§<0,a=—=
3

we get the Weibull distribution. We shall denote G¢ a GEV distribution with a
given shape parameter &.

If the normalizing constants a,,, b, from Theorem |1l and the limit distribution
G in is not degenerate we say that F' is in the domain of attraction of
G, written as F' € D(G). Sufficient conditions for a distribution function F' to
belong into the domain of attraction of the GEV distribution is formulated in
Theorem [l

Theorem 2 (von Mises’ conditions). Let F' be a non-degenerate distribution

function and let
x, = sup{z; F(z) < 1}.

(1) If
1. z, <o
2. F"(x) exists
3. Ve <z, : F'(z) >0
- 1—F(z)\
i <T(>x)) =&

then F' is in the domain of attraction Ge.
(ii) If
1. x, =00

2. F'(x) exists

3.
xF'(x) 1
lim ———=—, £>0
e e $70
then F' is in the domain of attraction G¢.
Proof. See de Haan and Ferreiral (2006}, p. 15). ]

Necessary and sufficient conditions for domain attraction are formulated in
the following theorem.



Theorem 3. Let F' be a non-degenerate distribution function and let
x, = sup{z; F(z) < 1}.

Distribution function F' is in the domain of attraction of G¢ if and only if

(i) for £ =0:
lim 1 — F(t+ xh(t))

1« 1-— F(t)

where h is a suitable positive function.
(ii) for £ > 0: x, = 0o and

=exp(—z), = € R,

tli)Ig} 1——F(t) =X , T > 0.
(#i) for € < 0: x, < oo and
1—F(z,—1t
lim (z ?) =z V¢ 1 >0.
t0 1 — F(x, —1t)
Proof. See de Haan and Ferreira (2006, Chapter 1). O

There exist various versions of mentioned necessary and sufficient conditions
for domain attraction. As univariate extreme value theory is not the primary
concern of this thesis we shall not include them. Interested reader can find them in
de Haan and Ferreira) (2006, Chapter 1) along with other examples of normalizing
constants a,,, b, for selected distributions.

An important property of extreme value distributions is maz-stability.

Definition 2. A distribution function F' is max-stable if there are coefficients
(an,bn),n > 1 such that

P (max(Xy,...,X,) < a,x +b,) = F'(apz + b,) = F(x).

This means that a max-stable function is invariant to taking a normalized
maximum over independent sample. The relationship with GEV distribution
functions is stated in the following theorem.

Theorem 4. The class of maz-stable functions coincide with the class of extreme
value distribution functions.

Proof. See de Haan and Ferreira (2006, Remark 1.1.5). O

The gathered extreme value theory can be used as follows. Let us say that we
have data of daily precipitation. We can take the annual maxima and use them
to estimate parameters of GEV distribution. This can be done via maximum
likelihood technique. Another approach is to estimate just £ with Hill or Pickands
estimator — see [de Haan and Ferreira (2006, Chapter 3). Given the parameters
of GEV distribution we can estimate return levels. In our case the %—year return
level equals to the 1 — 8 quantile of GEV distribution.

The described technique is called the block maxima approach. The choice of
number of variables over which a maximum is computed exhibits a bias-variance
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trade-off. If a small number of observations is chosen, convergence to GEV distri-
bution might not hold. This would result in bias estimation. On the other hand, if
too large number of observations is chosen, estimation of GEV parameters would
depend on too few observations of maxima resulting in high variance.

The block maxima approach has a disadvantage — it uses only few values.
Could for example the second largest event also be relevant for parameter esti-
mation? Alternative approach via Peaks over thresholds (POT) takes into ac-
count all observations above a given threshold. It also offers a way to calculate
return levels in case when observation time is not recorded and thus block mazima
approach is not possible.

1.2 Peaks over thresholds (POT)

The core idea of the Peaks over thresholds method is summarized in the fol-
lowing theorem.

Theorem 5. Let distribution function I’ be in the domain of attraction of Ge
and
x. = sup{x; F(z) < 1}.

As a high enough threshold t approaches x, conditional exceedances

follow distribution function

(1-(+e)™) a0, ier0

He(z,0,8) =
el :8) 1—exp(—§),x>0, if €= 0.

(1.2)

where o > 0 and & € R are respectively scale and shape parameters.

Proof. Only an outline of the proof is provided. For a more precise argument see
for example Pickands (1975)). By the assumption of Theorem (1] for a large n it

holds
ERNSY
F™(x) ~ exp —(1+5—) ,
g

where p,0 > 0 and ¢ € R are parameters of GEV distribution. Applying loga-
rithm to both sides gives

nlog (F(z)) ~ — (1+g‘”_"‘>_1/£. (1.3)

o
For a large value x is F'(x) sufficiently close to 1 and Taylor expansion

log (F(2)) = F(z) — 1

~1/¢
(1+§u;“)

8

holds. Substitution to (1.3)) yields

1—F(u) =~

S|=



for a large u. Clearly, for y > 0,

1 +y—p\
1—F(u+y)%—<1+fw) . (1.4)
n o
Hence,
nl (1 4+ guty=n —1/¢
P(X >u+y|X >u) = L+ e )1/§
nt (1+¢5H)
_ (a+f<u+y—u>)”5
o+ &(u—p)
B (1 £y )1/5
= (1+ -—27 ,
o+ &(u—p)
Computing the limit
—-1/¢
lim 1+§—y :exp{—g}
€0 o+ &(u—p) o
hints the shape of the distribution function for £ = 0.
O

The distribution function is called the generalized Pareto distribution.
The shape parameter £ is the same as for GEV distribution in the block maxima
approach. As the proof suggests the relationship of scale parameter ¢ in the two
techniques is

opor = ogev + £(t — 1.

Once a threshold is selected, parameters can be estimated via maximum likelihood
technique. These estimates are consistent if £ > —1. Asymptotic normality holds
for £ > —0,5.

The Peaks over threshold technique can be used to represent a semi-parametric
extremal model. The excesses above a high threshold ¢ follow generalized Pareto
distribution while empirical distribution function F is used for values below .
More precisely, supposing that ¢ is high enough that Theorem [5| holds, extremal
model is the distribution function

. I:’(a:), for x <t
_{(1—pt)+pt<1—<1+§(x—t)Ug)), for x>t,

where p = P(X; > t).

The choice of a threshold ¢ exhibits a bias-variance trade-off. Choosing ¢ too
high results in estimation based on a small amount of data. This means that
estimated parameters shall have a high variance. On the other hand, choosing
t too low causes that the asymptotic distribution is not truly the generalized
Pareto. Hence, it is recommended to choose the lowest threshold for which the
Pareto hypothesis seems reliable.

One of the diagnostic tools used to detect where Pareto hypothesis is reliable
is the mean residual life plot. Its purpose is to observe whether there is a linear

9



relationship between mean excesses and thresholds. To understand why this
should hold, suppose that excesses of X; above ty are Pareto with parameters &
and o. Then, for t > ¢, :
P(X1 > l’—i—t’Xl > to)

P(Xl > t’Xl > to)
(1407 —to+ 1)) /*

(1407t — ) /*

B fiL‘ —1/¢
B (1+0+5(t—750)> |

This means that excesses above t > t; have generalized Pareto distribution with
parameters o+ £(t —ty) and . The mean of generalized Pareto distribution with
parameters o and £ is

P(X;—t>z|X; >t)) =

o
1+¢
for £ < 1, otherwise it is infinite. Thus, for any t > #:
U‘i‘f(t-to)
EX,—tXi>t) = ————
( 1 | 1 ) 1+€ )

which is a linear function of t. This explains why mean excesses should de-
pend roughly linearly on thresholds when the distribution is truly the generalized
Pareto.

Estimation of return levels of Pareto distribution can be done as follows. Let

pe=P(X;>1)
for a threshold t. Suppose that for variable of our interest
B =P(Xy > xp)
holds zg > t. This means
f=P(X1 >z X1 <t)(1—pi) + P(Xy > 25| X1 > t)pr = P(X1 > x5/ X1 > t)p:.

Consequently,

EZP(Xl—t>ZL'5—t’X1>t)
Pt

The return level is
xg =yp+1,

where yg is the pﬁt—quantile of generalized Pareto distribution with the given pa-
rameters.
1.3 Point processes

Two ways of computation of return levels — via the block maxima and thresh-
old excesses were shown. We shall now provide a way of characterising these
two derived from point process theory. This is useful as it shows the extreme
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value theory from a different point of view. Moreover, the point process repre-
sentation will be used in the multivariate setting. As formal treatment of point
process theory is beyond the scope of this thesis we shall provide an informal
development.

Definition 3. Let A be a set and let N(A) be a non-negative integer-valued
random variables for each A C A such that N(A) is the number of points in the
set A. Let

A(A) =EN(A)

be called the intensity measure of the process. Assuming that A is of shape
A=lay, 1] X -+ X [ag, z] C R”

and given that it exists, the derivative function

DA(A)

M) = 22
is called the intensity (density) function of the process.

In the modelling context, often A = R is time, N(A) then represent number
of occurrences of meteorological event of interest — thunderstorms for example.

A basic example of point process is the one-dimensional homogeneous Poisson
process.

Definition 4. Homogeneous Poisson process with parameter A > 0 on A C R
satisfies:

(i) VYA=/[t1,ts) C A: N(A) ~ Poisson (A(ty — t1));
(i1) VA, BC A, ANB=10:N(A) and N(B) are independent random variables.

The corresponding intensity measure can be easily computed as a mean of
Poisson random variable

A([tl,tQ]) - )\(fg - tl)
Deriving yields intensity density function
At) = A

A one-dimensional homogeneous Poisson process can be further generalized to a
multi-dimensional non-homogeneous Poisson process.

Definition 5. A point process on A C RF is said to be a k-dimensional non-
homogeneous Poisson process with intensity density function A(-) if

(i) YAC.A:N(A)~ Poisson (A(A)), where

A(A) = / A(x) dx;
A
(it) VA, BC A, ANB=10:N(A) and N(B) are independent random variables.
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To represent the extreme value behaviour via point processes a notion of
convergence is needed.

Definition 6. Let N1, Ny, ... be a sequence of point processes on A. The sequence
converges in distribution to a point process N denoted

N, % N,

if for all m and all bounded sets Ai,...,A,, such that for their boundaries
B(A4;), j=1,....,m holds

P{N(B(A;) =0} =1, j=1,...,m,

the joint distribution of

converges in distribution to
(N(AY), ..., N(A,)).

Theorem 6. Let X1, Xy, ... be a series of independent and identically distributed
random variables for which exist sequences of constants {a, > 0} and {b,} such

that Vb
P (g < z) — G(z),

a
where G(z) is the GEV distribution function. Let

ze = sup{z; G(z) < 1}, z_ :=inf{x; G(z) > 0}.

The sequence of point processes

Nn:{ ! ,Xi_bn:izl,...,n}
n+1 an,

converges on regions of the form (0,1) X [u,00), for any u > z_, to a Poisson
process with intensity measure

—1/¢
M) = (ta 1) (14 €552)
on A= [t,ta] X [z, z4).

Proof. Only an outline of the proof is provided. Let us consider a region A =
[0,1] X (u,00) for a sufficiently large value u. Then the probability that a point
from N, falls into region A is

X, — b, 1 AN
p::P( ! >u)%—(1+§u ,u> )
an, n o

where the approximation holds by (1.4). Since X;,i = 1,...,n are mutually
independent, N,,(A) has binomial distribution with parameters (n, p). Asn — oo
it holds p — 0 and

| Y w g\ e
np:n—(1+§ ,u) :(1+§ H) .
n o

g
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Thus the limiting distribution of N, (A) as n — oo is Poisson(A’(A)) with

—-1/¢
N(A) = <1 v 5%) .

The process is homogeneous in time direction which implies that for any region
of the form A = [ty,ts] X (u,00), where [t1,t5] C [0,1], the limiting distribution
of N,,(A) is also Poisson(A(A)) with

A(A) = (ts — 1) (1 + g%) e

The fact that the distributions of the N(A) on non-overlapping sets are indepen-
dent by construction completes the argument. O]
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Chapter 2

Multivariate extreme value
theory

In Chapter 1 we have summarized the basics of the univariate extreme value
theory. In this chapter, the theory is expanded into multiple dimensions. The
focus is on the dependence structure between extremes in different components as
isolating a single component would bring as back to the univariate extreme value
theory. Also, in some cases only the joint occurrence of extremes is the subject of
our interest. The event of interest does not have to be daily precipitation in an
individual hydrological station but whether a sum of daily precipitation in several
stations exceeds a certain level. Another example are air pollutant measurements:
it is likely that compound effects of high levels of multiple pollutants have more
severe impact on human health then effects resulting from high levels of the of
the individual pollutants. The issue of temporal dependence is not covered, the
dependence is understood as cross-sectional only.

Let

Xi = (XZ‘17...,XZ‘d)7 1= 1,...,n,

be independent and identically distributed random vectors of dimension d. Con-
sider the sample maximum for each component j = 1,...,d and create a new
random vector

M, = (M1, ..., Myq), where M,; = max(Xy,,...,Xp;).

Vector M, is called the component-wise mazxima. Note that the component-wise
maxima is usually not a part of the sample as the maxima in different components
typically occur at different times.

Weak convergence of a sequence of random vectors implies weak convergence of
each of its components. As in the univariate extreme value theory, if normalizing
constants for each components can be found, then Theorem [I|implies convergence

lim P(M’”—b"] <x) —Gy(x), G=1,....d. (2.1)
n—oo anj
where a,; > 0 and G; are GEV distributions functions.

However, weak convergence of each of d components in (2.1]) is strictly weaker
than the joint convergence of the vector of normalized maxima. What is needed
in addition is a condition of the dependence structure of the common joint dis-
tribution of vectors X;. One way to describe this dependence structure is via
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copulas. Approach via copulas will not be used later in the thesis. However, it
is widely used and it is desirable to show its connection with the point processes
approach.

2.1 Copulas

Definition 7. Let (Y1,...,Yy) be a random vector with continuous margins. Then
the random vector

Uy, .., Ua) = (F(Y1), ..., F(Ya))

has uniformly distributed marginals. The copula of (Y1,...,Yy) is the joint dis-
tribution function of (Uy,...,Uy):

C(uy, ... uq) = P(Up <wuq,..., U < uyg).

Let F' be the joint distribution function of the random vectors X; and C} be
its copula. Then from definition of copula:

P(X; <x)=F(x)=Ci(Fi(x1),..., Fa(xq)). (2.2)

Let us assume throughout this section that Fi,..., Fy are continuous. This pro-
vides uniqueness of copula C; from equation (2.2) and it can be obtained as the
joint distribution function of random vector (Fi(X;1),. .., Fa(Xia)).

Theorem 7. Let
H' H?. ...

be a sequence of d-variate distribution functions with marginal distributions
(HY,... HY),(H2,. . HD),....

Let
Ly, Lo, ...

be a sequence of its copulas. Then the following statements are equivalent

(i) ¥x € R?: lim H" % H,

n—oo
where H has continuous marginal distributions Hy, ..., Hy
(i) Vx €R?: lim H* & H;, i=1,...,d and lim L, =L,
n—oo n—oo

where L is the copula corresponding to a distribution function H.

Proof. See Galambos| (1987). O

The intuition behind Theorem [7]is the following. Let C), be the copula of the
vector of component-wise maxima M,,. Following (2.2) it holds

P(M, < x) = F"(x) = (C1(Fy(21), ..., Fa(wa)))". (2.3)

Marginal distribution of F"(x) are F}'(z;),j = 1,...,d, thus from definition of
C,, if follows

P(M, < x) = F*(x) = Co(FMx1), ..., F (z4)). (2.4)
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Comparing ([2.3) and ([2.4)) yields
(C’l (ui/n, o ,uil/n>> = Cn(uy, ..., uq), (u,...,ug) €[0,1]%

This provides explanation why not only a sequence of marginal distributions
should weakly converge but also a sequence of copulas should converge in order
that joint distribution weakly converges.

Copulas that arise as weak limits of C,, are called extreme-value copulas.

Definition 8. A copula C is called an extreme-value copula if there exists a
copula C such that

lim (C’l (uV”,...,u?"))n:O(ul,...,ud). (2.5)

n—oo

A copula Cy is said to be in the domain of attraction of C'.

Extreme-value copulas arise as the class of possible limit copulas of vec-
tors M,,.

Convergence of copulas share some similarities with convergence of normalized
distribution functions in the univariate extreme value theory. Namely, the class
of extreme-value copulas coincides with the class of maz-stable copulas.

Definition 9. A copula C is max-stable if for allu € [0,1]¢ and k = 1,2, ...

O = (Cl,... ,u}/’“))k.

Obviously, a max-stable copula is also an extreme-value copula, being in its
own domain of attraction. On the other hand, putting n = mk in equation ({2.5|
for a fixed k yields

Clur,... ug) = lim <01 (@i/k)l/m o (u;/k>1/m) m)k
- (c(u}/’“,...,uj/k))k.

Now we shall proceed to provide a bridge between copulas and other depen-
dence functions. Taking u; = exp{—=;} puts (2.5)) into a form

nh—glo (01 <exp {—%} ..., exXp {—%}))n = C(exp{—x1},...,exp{—x4}).

Applying logarithm to both sides then yields

T T

lim nlog<01 (exp {——1} ye. ., XD {—ﬁ})) =log (C(exp{—x1},...,exp{—x4})).

n—o0 n

Via Taylor expansion it is derived

7}1_)12071 (—1 + 4 (1 - %, I %)) = log (C(exp{—z1},...,exp{—z4})) .

Multiplying by —1 gives

nh_)IIOlon (1 - (1 - %, R %)) = —log (C(exp{—x1},...,exp{—x4})) .
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Definition 10. Limit
((x) = lim n(l—C’l (1—£,...,1—E)>,XE [0, 00)?
n

n— 00 n

15 called the stable tail dependence function of C.

The stable tail dependence function contains probability that at least one
among the components exceeds its high quantile:

(x) = 1imn<1—01(1—ﬂ,...,1—ﬂ))

n—oo n n
- hmnP(Fl(X1)>1—ﬂor .. or Fd(Xd)>1—ﬁ). (2.6)
n—oo n n

The probability in ([2.6) contains the union of events Fj(X;) > 1 — %, each
with probability z;/n, given 0 < z; < n. Complete dependence and complete
independence between the events provide bounds

T Zq

max (—,.

, )gP(Fl(X1)>1—ﬂor oer(Xd)>1—ﬂ)
n n

n n
]
n n
This leads to
max(xy,...,xq) < x1,...,0q) <1+ + 24

The stable tail dependence function ¢ is homogeneous of order 1:

l(ax) = limn(l—CH(l_@w”’l_%))

n— 00 n n
— lim am(1—cl(1—ﬂ,...,1—@))
m—00 m m

=al(x), a >0, x € [0,00)".
Therefore it is sufficient to consider the restriction to the unit simplex
Sa-1 = {(wla"-ywd) € [0,1]d:w1+---—|—wd:1}.

Definition 11. The restriction of ¢ to S;_1 is called the Pickands dependence
function D.
By homogenity,
l‘ .
((x) = e D(wy,...,wq), =7
() = @1+ -+ ) Dlon, ),y =

Relationship between a stable tail dependence function and a copula from
Definition [I0 can be rewritten as

C(u, ... ug) = exp{—£(—log(u),...,—log(ug)},u € (0,1]%

In the extreme value theory, it is often more useful to standardize to a different
distribution then the uniform. A frequent choice is the unit Fréchet distribution.
Then the relationship between a copula and a stable tail dependence function is
then of a form

C(G_l/ml, RN ,6_1/%) = eXp {_E(l/xla SRR 1/xd)} ; X € (07 Oo)d' (27)
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2.2 Block maxima

Now, let us abandon the approach via copulas for a while and let us go back
to the problem of block maxima. Suppose now that

X,;j,z:l,...,n

are unit Fréchet random variables with distribution function F for each
j = 1,...,d. This assumption is not restrictive as a suitable transformation
can be applied otherwise. From Example [I| we know that

lim P (% < z> — exp(—1/2).

n—00 n

The result is even stronger: it holds not only for the limiting distribution but
also for all n due to max-stability:

P <% < z) — P (M, <n2) = F*(nz) = F(=).

n

Hence, to obtain standard univariate results for margins, the rescaled vector

M = (M:

nly -

- Myy), where My, = max(Xy;/n, ..., Xy;/n). (2.8)

mn

should be considered. The following theorem provides a multivariate version of
Theorem [l

Theorem 8. Let
Xij7 z':l,...,n

be independent wvectors with wunit Fréchet marginal distributions for each
7=1,...,d. Then following notation from (@ if

P(M!, <my,..., My < 2g) % Glay, ... x). (2.9)
where G 1s a non-degenerate distribution function, G has the form
G(x1,...,xq) =exp{—V(x1,...,2q)}, x1>0,...,24>0 (2.10)
where

V(... ) :d/S max (ﬂ) dH (w) (2.11)

L 1Sisd \ @;

and H s a positive finite measure on Sy_1 satisfying the mean constraint

1
/ wj dH(w):a, j=1,...,d. (2.12)
Sq—1

Proof. See |Resnick] (1987)). O

Function V' from Theorem [§is called an exzponent measure and a measure H
is called a spectral measure. Note that the only constraint on a spectral measure
H is the condition ([2.12)).
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Exponent measure has a close connection with a copula with unit Fréchet

margins as in (2.7)). From (2.7) and (2.10]) it is noted that
V(zy, ..., xn) =01/z1,...,1/x,).

To understand the outline of proof of Theorem |8 observe that exponent mea-
sure V' is homogeneous of order —1: from ([2.11)) it follows:

V(e 'x) = aV(x);
this is also a consequence of connection with ¢. Using this property in (2.10) gives
G"(x) = (exp{=V(x)})" = exp{—nV(x)} = exp{-V(x/n)} = G(x/n).

This means that G' possesses the multivariate version of max-stability property.
Then it is shown that the limit distribution in must be max-stable and
that distributions of form are the only ones that possess this property. To
understand why must hold, let us introduce the point processes approach.

2.3 Point processes approach

Theorem 9. Let
Xija izl,...,n

be independent wvectors with wunit Fréchet marginal distributions for each
7 =1,...,d that satisfy the convergence for component-wise maxima

P<M:;1 Swla--wM:d Sfl?d) i) G(.ﬁCl,...,I‘d).
Let {N,,} be a sequence of point processes defined by
N, ={(Xu/n,..., Xqwa/n),....,(Xmua/n,..., Xpa/n)}, n € N. (2.13)

Then
N, &% N

on regions bounded from the origin O, where N is a non-homogenous Poisson
process on Ri\O. Moreover, the intensity function of N is

A(dr, dw) = —d2 dr x dH (w),
r
where

d Y
i .
T:E iy, W; = —, 221,...,d
- T
i=1

and H s related to G through (2.11) and (2.10).

Proof. See Resnick ((1987)). O
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In Theorem [J] a transformation from Cartesian to pseudo-polar coordinates
was performed, in which r stands for ”distance” from the origin and w provides
angle through point on simplex S;_1. The spectral measure then determines the
angular spread of points in the limit Poisson process. When spectral measure
H is differentiable with a spectral density h, interpretation of the role that H
plays can be made explicit as follows. When extremes are near-independent then
large values occur typically only in one dimension, h(-) being concentrated near
simplex vertices. In case when dependence is very strong, h(-) is concentrated
around the simplex centre (1/d,...,1/d).

Note also that a choice of divisor n in ([2.13)) is motivated by the normalizing
constant of unit Fréchet variables.

Now we shall proceed with finishing the outline of proof of Theorem [§] Note
that

PM: <zy,...,M:, <x4) = P(N,(A) =0),

where NV, is the point process defined in (2.13) and
A=RIN{(0,21) x -+ x (0,24)}. (2.14)
Thus, by Poisson processes limit

lim P(M}, <xy,..., M}, <xz4) = P(N(A) =0) =exp{—A(A4)}, (2.15)

n—oo

where

/T—szXdH )
A

d
a /T =M<l o

—d / max (ﬂ) dH (w). (2.16)
s, 1Si<d \ 5

Putting (2.15) and - 2.16]) together yields (2.12). Note also that for a given
A in 1’ the intensity measure A(A) comc1des with the exponent measure

V(z1,...,xq), hence following (2.16]) exponent measure V' can be written as

Viz, ... x4 :d/s max (ﬂ) dH(w). (2.17)

L 1<5<d \ @5

Now let us further describe the relationship between a spectral measure H
and an exponent measure V.

Theorem 10. If a spectral density h(w) of spectral measure H(w) exists then
1 9,

h(wl, Ce ;Wd) = —Em‘/(ﬂfl, e 7xd)|x1=w1,...,xd:wd
forwi+ - +wg=1.
Proof. See |Coles and Tawn| (1991). O
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Theorem [10| has its more powerful form that states spectral densities on sub-
spaces of Sy_1. Let

Sj—l,c = {w €S wp = 0, k ¢ C},
where
c={ir,....i;}, 1<j<d

This means that S;_;. is isomorphic to simplex S;_;. If V is differentiable,
H has density hj. on each of the subspaces S;_1.. The density h;. describes
the dependence structure for events that are extreme only in components ¢ =

{in, ... i},

Theorem 11. Let V' be a differentiable exponent measure and H corresponding
spectral measure with densities h;. as above. Then for

c={i1,. - yim}, b:inj, 1<m<d

j=1

it holds
8‘/(371, . ,Qld)

8:1:'2-1 R Ga;im

on{x€RL :x, =0ifr¢c}

— b e (S5
A\

Proof. See Coles and Tawn| (1991). O

It has been noted that the only constraint on spectral measure H is .
This is the reason why no finite parametrization exists for this measure. The
following theorem summarizes how to obtain a spectral density from a wide range
of functions defined on a simplex.

Theorem 12. If h* is a positive function on Sy_1 with finite first moments, then

d
h(w) == d(m- @) [ m; 0 (Z{w‘:, o %) , (2.18)
where
m; :/ ujh*(u) du,j=1,...,d (2.19)
Sa—1

satisfies constraint and thus h(w) is a spectral density of a valid measure
H.

Proof. See |Coles and Tawn| (1991). O

Overview of known parametric models given by either exponent measure V'(x)
or spectral density h(w) is provided in Chapter 3.
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2.4 Asymptotic dependence measures

Let H be a spectral measure that concentrates é of its mass on each of simplex
S4_1 vertices i.e on
w=e; Jj=1,....d,

where e; is a d-dimensional unit vector that has 1 in j-th dimension. Hence,

(2.12) is clearly satisfied and ({2.6) gives
V(Q?l,...,l'd) = — 4 -4+ —.

and the corresponding extreme value distribution is

1 1
G(iﬁ,.-.,xd):exp{—+---+—}

X1 Xd

1 1
=expy— X - Xexps— ¢
T Xd

This distribution corresponds to case when

X, 1<i<n, 1<j<d

are independent variables. Of course, the fact that the limiting distribution is
the distribution corresponding to independent margins does not imply that the
margins are truly independent. For example, let (Xi,...,Xy) be a d-variate
normal random vector where each pair of variables

Xy l<i<j<d

has correlation coefficient p;; < 1. Then it can be shown (see [Sibuyal (1959)))
that the limiting distribution is the one corresponding to independent variables.
However, data even at moderately extreme levels are likely to exhibit a strong
dependence, especially for p close to 1. Hence, models fitted to data are likely to
overestimate dependence in unobserved extreme levels.

The provided example shows the importance of determining whether the lim-
iting distribution is asymptotically independent or whether models for asymptotic
dependence as those in Chapter 3 should be used. Several measures have been
proposed to this purpose. First, Sibuya, (1959)) proposed a quite intuitive measure
for bivariate distributions:

X = 11}_)11% P(Fx,(X1) > u|Fx,(X3) > u).

Defining also

log P(Fx(X) <wu, Fy(Y) <u)
log(P(Fx(X) < u) ’

x(u) =2 0<u<l. (2.20)

It is straightforward to show that

x = lim x(u).

u—1
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Figure 2.1: Asympotic indeependence (left) versus asymptotic perfect dependence
(right).

In general x varies between 0 and 1. If y = 1, data are perfectly asymptotically
depend. If y = 0, data are asymptotically independent and difficulties described
above arise. The difference between these two is depicted on Figure [2.1] from
Segers| (2012)).

The function x(u) can be empirically estimated for increasing u which provides
an exploratory tool to analyse strength of dependence; see Coles, Heffernan, and
Tawn! (1999).

Dependence measure x does not provide any measure of discrimination for
asymptotically independent variables. Another measure

5= 2log(P(Fx (X > u)))
log(P(Fx(X) > u, Fy(Y) > u))

-1

has been propose for these. Details can be found for example in |Coles| (2001}
Chapter 8.4).

As data that are analysed in Chapter 4 are asymptotically dependent we shall
restrict ourselves to this class.

Measure x is suitable for analysing bivariate dependence. There is another
measure aiming to summarize the overall dependence in higher dimensions.

Definition 12. Suppose that Y is a d-variate extreme value random variable with
unit Fréchet marginal distributions and

are independent replicates of Y. Then there exists a real number 1 < 04 < A for
all non-empty A C {1,...,d} such that

. . eA
lim P (max max Yi(j)/n < y) = lim <P ( max Yi(])/n < y>>
n—00 i€A j=1,..,n n—00 Jj=1,...,n

= exp{—0a/y};

the parameter 64 is called extremal coefficient of the process for the set A.
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The extremal coefficient can be thought of as the effective number of inde-
pendent unit Fréchet random variables in the set {Y;,d € A}. If 64 = 1 then
variables corresponding to set A are perfectly asymptotically dependent. On the
other hand, 84 = |A| implies asymptotic independence. Detailed properties of
extremal coefficient can be found in [Schlather and Tawn| (2003).
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Chapter 3

Parametric models

In this chapter known parametric models for asymptotically dependent vari-
ables are summarized. These are either given via an exponent function V' (x) or
through a spectral density h(w). For models that are used for modelling in Chap-
ter 4 an algorithm how to generate random samples is also provided. Emphasis
is given on recent result by [Ballani and Schlather (2011)).

3.1 Logistic family

Logistic model described by |(Gumbel| (1960) defines the model through expo-

nent function . N
V(x) = (Z(mﬂ”“) , 0<a<l.

i=1
The model was further extended to model asymmetrical behaviours of subsets of
variables by (Coles and Tawn| (1991)).
The asymmetric logistic model is defined through

V(x) :Z{Z <9m_)}1/

ceC i€c ¢
where C'is the set of all non-empty subsets of {1,...,d} and the parameters are
constrained by
VeeCire>1; ifi¢e b, =0elset,>0i=1,.. dand Y 6;.=1.
ceC

Spectral densities h;. can be calculated through Theorem [I1} Following its no-
tation it gives for w € ;.

et ) () () {20

(3.1)
Negative asymmetric logistic model was described by |Joe| (1990). Its exponent
function is

v :i%_ > (-1 {Z (9?)}1/

. 1
1eC



with parameter constraints given by

Ve e C: TCSO1fz¢c€lc—0elseﬁwz()andz |C|9w§1
ceC

Again by Theorem [I1] we get

1 1d] j ¢ —re—1 eic re 1/re—j
i 2 I (00) {2 ()}

The similarity of spectral density with the one of asymmetric logistic model
is clear.

A parametric family of multivariate extreme value distribution is closed if its
exponent measure V' (x) is closed. The family of asymmetric logistic models is
not closed (Tawn (1990)). On the other hand, the family of negative asymmetric
logistic models is closed, see |Joe (1990)).

Nested logistic model further generalizes the asymmetric logistic model. The
family of nested logistic models allows many kinds of parametrization, for details
see Tawn| (1990). In Chapter 4 the following trivariate nested logistic model is
used for modelling:

1 1 12 —1 —1 Q13 —1 —1 Q237 @0
V(X) — 2—0(() |:(xf00‘12 + x;o“lQ) _'__ (xf‘OO‘IS + 1.510013) + (LE;OO‘Q?) _'__ x§0a23> :|
(3.2)

with
0 < ap, gz, a3, 13 < 1.

Theorem |10] can be applied to obtain spectral density h(w) - see Sabourin et al.
(2013)) for steps and exact form.

In logistic family, the dependence between a coordinates subset is a decreasing
function of the corresponding parameter. Here, g sets the overall dependence,
a;; characterizes the additional pairwise dependence.

To understand how nested logistic model can be generated let us review
the concept of stable distributions.

Definition 13. Let Z be a random variable with its independent copies ZM, Z).
Then Z is said to be stable if for any constants a > 0,b > 0 the random variable

aZW £ pz@
has the same distribution as
cZ +d, ¢c>0,deR.
If d = 0 for all choices of a,b the distribution of Z is said to be strictly stable.
The characteristic function of a stable random variable can be written as
o(t; 1, ¢, o, B) = exp {itp — [et|* (1 — iBsgn(t)®)},

where

<I>:{tam( ), a#1

—2loglt], a=1
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and 0 < a < 2 is the stability parameter, —1 < 5 <1 is the skewness parameter,
0 < ¢ < o is the scale parameter and —oo < p < oo is the location parameter.
When $ = 0 the distribution is symmetric around g and is referred to as a
symmetric alpha-stable distribution. A standardized stable random variable is
understood a such with ¢ =1 and p = 0.

An example of a stable distribution is the normal distribution (o = 2, 5 = 0).
Another example is the Cauchy distribution (o = 1,8 = 0).

The following algorithm generates random samples from model . It was
proposed by [Stephenson! (2003)) and adapted by Sabourin et al.| (2013)).

1. Generate independently standardized symmetric a-stable variables
S, S12, S13, So3 with respective index «, 12, ag3, o3 € (0,1) and take ab-
solute value from these. (Chambers, Mallows, and Struck| (1976 provides a
following method for generating standardized symmetric a-stable variables.
Let © and W be independent with © uniformly distributed on (—%, %), |44
being standard exponential. Then,

~ sin(a®) [cos ((ap —1)0) (1—ao) /a0
" eos@)™ { W }

is a standardized symmetric ag-stable variable.

2. For i€ {1,2,3}:

(a) Simulate E; ;;, F; ;, from the standard exponential distribution.

(b) Set
e [(E) 8] () ]
i) 2 Ei’ij 9 itk c— 2 Ei’ik
(3.3)
(c) Set
Xi = max(Xi;, Xiin)-
3. Now

X = (Xla X27 X3)
has unit Fréchet margins and a multivariate distribution according to (3.2)).

Now let us reason why the described algorithm works. Observe from ((3.3))
that
XZ,2J|<S =S, Sij = Sij)

are independent with distribution

Vai; /1Y (@0i)
P(ij S .Z'Z"S, Sij) = exp {—Si]’ (%) ’ (—) .
Z;

Therefore, X has conditional distribution

P(X < xls, 512,513, 523) =
s\ 1/ 1\ Y(a0aij) 1\ V/(@0aij)
- ij\ o - — . 4
exp{ Z Sij <2> ((ml) + (.27]) (3 )
1<i<5<3
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From a basic property of conditional expectation we get
P(X S X) = EP(X S X|8, 512, 513, 823). (35)
As Sp, S12, 513 and Sss are independent combining (3.5)) and (3.4)) yields

P(XSX)211XIQX]3,

1/a 1 1/(a0a12) 1 1/(a00i2)
N C O |
2 T X9

and I, I3 correspond to pairs {1, 3}, {2, 3}, respectively. Now is used a Laplace
transform property of positive a-stable variables:

where

E exp{—tS12} = exp{—t*12}.

Concretely, we get

s 1 1/(co12) 1 1/(apa12) ¥12
I =exp{ —= — + | — :
2 1 i)

Similar results for I, and I3 give

s 1\ Y(aoais) 1\ V(a0aij) @i
PX<x)= —— — — )
(X <x)=exp 2 Z <l’z) +<$’j)

1<i<5<3

Applying the Laplace transform property for s yields the desired distribution
function.
The angular components

X
_ L 1<i<3
X+ Xy + X3

Wy

follow immediately. By having a high threshold ry and keeping only the angular
points for which X; + X5+ X3 > rg one obtains a sample on the simplex, approx-
imately following angular distribution with the spectral density corresponding to
exponent function (3.2)).

For completeness, let us mention that Boldi (2004) proposed a version of
asymmetric logistic model that coincides with the classical one for d = 2 but
differs in higher dimensions. Its spectral density for the symmetric case is

I'(d—a)a®! /a1 d “1/a o
h(w):ﬁ 7 gdwi / (sz />

i=1

and simulation is done via ratio of independent Gamma variables.
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3.2 Dirichlet family

Dirichlet model was developed in [Coles and Tawn| (1991)) via Theorem [12]
Take

d -1 d d
h*(w) = {HF(aj)} r (Zaj) Hw?j_l, a; >0,j=1,...,d, we S4_.
j=1 i=1 j=1

(3.6)
Calculating
m; = —

I T —~d
Zj:l Q@
from (2.19) and substituting to (2.18)) yields

d .

r <Zj:1 o; + 1> d ajw; o

P T 1 H S ‘ ;W € Sa
(Ej:l 0@‘%’) i=1 \&i=

which is known as the Dirichlet model. The exponent measure V' has no closed
form and has to be obtained by numerical integration of ([2.17).

Dirichlet model allows for asymmetry between variables. The symmetric ver-
sion with

d
hlw) = dH sz)

=] =" =0Qq

allows total asymptotic independence by taking o — 0 and perfect asymptotic
dependence via o« — oo. This hints the interpretation of parameters: «; mea-
sures dependence between variable X; and the remaining variables, higher values
meaning larger dependence.

Jaruskoval (2009) proposed that it can be generated from the Dirichlet model
as follows. First, a sample from Dirichlet probability distribution with the same
values of parameters as in the considered spectral density is generated. Angular
component is then obtained via the acceptance-rejection method.

Boldi and Davison| (2007) explored a model where a mixture of Dirichlet den-
sities is considered instead of a single one. They used the result of|Dalal and
Hall Jr| (1980) that a distribution of any random probability vector can be approx-
imated in the weak sence by a sequence of finite mixtures of Dirichlet distribution.
They found that this property carries over to distribution functions satisfying the
mean constraint (2.12]), implying that any spectral distribution function may be
weakly approximated by a mixture of Dirichlet distributions that satisfies .
EM algorithm is used to fit mixture densities, for details see Boldi and Davison
(2007) and Boldi| (2004).

A re-parametrization of Dirichlet mixture model has been done recently by
Sabourin and Naveau (2014) in order that the Bayesian model averaging proce-
dure that will be introduced later in this chapter could be performed.
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3.3 The pairwise beta model

The pairwise beta model was described in |Cooley, Davis, and Naveaul (2010)).
It is given via spectral density

h(w|Bo, {Bij hi<icj<d) = Z hij(w|Bo, Bij),  BosBij >0, (3.7)

1<i<j<d

where each spectral density h;; is the following beta function:

. s s T2B) 5ot g
2 2 Bzg 1 Bl] 1
hij(w|Bo, Bij) = Ka(Bo) wiy® ™ (1 — wyy) @2 dHW@;)“i/ij Wijis

where

Wig = Wik Wy Wigyg = o and Ka(Bo) = d(d—1) T(28 + DI(Bo(d — 2))°
The exponent function V' (x) is obtained via numerical integration of .

Parameter 3, characterizes the overall dependence between variables, larger
values meaning higher association. Parameter §;; measures dependence between
i-th and j-th coordinates, again larger values mean higher association.

The pairwise beta model does not exhibit the exponent measure closure, see
Cooley et al.| (2010).

Cooley et al.|(2010]) generated random samples from the model via acceptance-
rejection method. |Jaruskova (2009) generated samples through conditional beta
distribution. More precisely, when 7" has a beta distribution with parameters =
and 0 and the conditional distribution of X given T" = ¢ is a symmetric beta
distribution on [0, ¢] given by density

FlT = 1) = Fr(fgf)) (%)5”_1 (1- %)B“_l % v €0,

then the joint density of (X,Y =T — X) has a form

_ I'(28y) T(v +9) ( z >B”_1 ( y
L'(Bi) T(VL(6) \z+y T +y

/Bij_l
) ) (24 9y 21—z — y)
for
0<z<1,0<y<L,0<z4+y<Ll

The simulation algorithm used in data analysis in Chapter 4 is described in
Sabourin et al| (2013) and is based on the same principle as the approach of
Jaruskovd| (2009). The notation from the definition of pairwise beta model is
used, additionally it is defined

7 B e— Wlth CU[,(Z'J‘)} = ((JJl, ey Wi, Wity - - - ,Wj_l,Wj+1, e ,(JJd>.
1-— (JJZ‘J'
Transformation

w — (Wij, Wisij, Sij)

is made. Its Jacobian is 1

wi (1 = wi)4=3
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Each beta function
hij((wija Wi/ij, Sij) |507 ﬁi,j)

can be expressed in new coordinates as
2 — — Bij—1 i —
hij (wig, Wigig 8i3)1Bo, B ) oc wiy® (1 — wi) 4Pl (1 — wygi) a1y

which corresponds to two beta distributions and one uniform distribution on the
unit simplex of dimension d — 3. Hence, the algorithm can be summarized as
follows.

1. Choose uniformly a pair i < j.

2. Generate independently vector R;; according to beta distribution Be(23, +
1,(d—2)B), vector W;,;; according to Be(f;;, ;) and vector S;; according
to uniform Dirichlet distribution Diry_o(1,...,1).

3. Define

w; = RijWiij
wj 1= Rij(1 = Wiyg;)
Wiy = (1= Rij)Sij.

Figure helps to visualize the pairwise beta model. It depicts a single Ao
spectral density on a simplex S5. Parameters of the density are 5y = 1.4 and
B2 = 1.6. Parameter (3, sets the shape of density on the line from the vertex to
the middle of the opposite site. Parameter 315 sets the shape of lines parallel to
this site. The entire pairwise beta model is then build as a normalized sum of
these densities.

0 02 04 06 08 1

omega 0

Figure 3.1: Scatter plot of pairwise beta density his with parameter [, =
1.4, B1o=1.6
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3.4 Construction principle

Theorem is a powerful result that allows to construct a spectral density
from a wide range of functions on a simplex. However, it is very difficult to
propose a new meaningful class of functions that would model dependence of
variables on a simplex. Especially, if one wants this new class of functions to be
applicable to a simplex of a general dimension. This is the reason why only three
types of models — logistic family, Dirichlet family and pairwise beta model — have
been been introduced so far.

It seems easier to propose a function on a simplex of a low dimension and
then extend it to a simplex of a high dimension. This is actually what pairwise
beta model does — its symmetric beta density with parameter 3; ; is a function on
two dimensional unit simplex: interval (0,1). The following Theorem of Ballani
and Schlather| (2011) provides conditions for extending a density on a simplex
to a simplex of a higher dimension. It also states necessary conditions for these
lower-dimensional densities. Note that in the pairwise beta model the only used
property of a symmetric beta density was its expectation 0.5.

Theorem 13. Let
2<k<d-21<i;<---<ip<dand {igs1,..-,iq} ={1,...,d}\{i1,...,ix}
and my denote the vector
{1/} = (1/k, ..., 1/k)
of length k — 1. Let p be a probability density function on the parameter space
Skt ={w € 10,00/ : o[y < 1}

with centre of mass my and p be a probability density function on the parameter
space Sq_1 with centre of mass mq_x. Furthermore, let q be a density function

on [0,1] such that
My(k,d—k—1) K
M,(k—1,d—k—-1) d (38)

where .
M, (k1) = / q(r)yr* (1 =) dr.
0
Then

hil,...,ik(w7p7ﬁ7 q) =
:i Q<wi1+”'+wik) D (wh?“"wik—l) ]5 (wikﬂ""’widfl)
VdM,(k—1,d—k—1) Sk w, 1= wg

15 a valid spectral density on Sy_1.

Proof. Without loss of generality suppose

{in, o igy = {1,... kY.
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Let

k
r = Z Wi.
i=1
The change of variables
0, =L i1, k-1,
r
W+
= = Ld—k—1
R ’

has Jacobian

Then

/ hl ~~~~~ k(w7p7ﬁ7 Q) dw =
Sa-1

Q(W1+ ) (wh?""wik—l) ~ (wik+l7"'7wid—l>
P D dw
o My(k=1,d =k —1) { SoE wi, 1= W,
/1/ / 1(1 r d—k—1
a Sk-1 Y Sq—k-1 k 1’d_k_1)
( )d k—1
/‘M'k—ld o1 &
—Ld—k—1)
B M(k: 1,d—k—1)

~—

p(0)p(p) dpdddr

=1

Now, let us verify the constraint (2.12). For i = 1,...,k — 1 using the fact that
p has the centre of mass at my we get

'Q(Wl + - ) (wiu cee 7wik—1) ~ (wik+17 s 7wid—1)
= dw
S, M(k 1,d— k—l)p{ Z;?:lwij b 1—21?:1(%5
T)d*k*l
0:;p(0)p(p) depdbdr
//SM/M Lo Eo O

)dkl 1
d
/‘M’ —1d k—DE

kd=k—-1) k1 1
_Afw lLLd—k—1) dk d

/ Wy hl ,,,,, k(wapaﬁ7 Q) dw =
Sda—1

where we have used (3.8)). For i = k realize that

k—1
W =1 — E w;
i=1

(-50)
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after change of variables. Then the same approach applies.
Similarly for i =k +1...,d — 1 we get

. Log(r)yrk Y1 —r)dk 1
/Sdlwihl,...,k(w,p,pﬁ) dw:/O My(k—T,d— k-1 d—k dr
 My(k—1,d—k) 1
C Myk-1,d—k-1)d—k
C My(k—1,d—k—1) = M,(k,d—k—1) 1

My(k—1,d—k—1) d—k

AN N
n d)d—k d

q

For 7 = d it holds

d—1
wp=1—r— g W;

i=k+1
k—1
—(1—7) (1—2@) .

and again we get
_ 1
/ Wi hl,...,k’(w7pap7 Q) dw = C_l
Sq—1

]

Although the proof was quite technical it points out a way how to obtain an
intuitive understanding of the construction principle. First, compute the distance

k
T = E Wi.
i=1

In three dimensional simplex — triangle — this would be a distance from one of
the vertices. Density ¢(r) captures the dependence of spectral density on the
distance r. Densities p and p then set dependence structures for fixed r.

Theorem (13| provides a way how to make a valid spectral density on a high
dimensional simplex via lower dimensional densities. However, as in the pairwise
beta model it is desirable to make a mixture of these in order that all lower-
dimensional simplexes of a given size are included. This is made explicit in the
following Corollary.

Corollary 1. Let 2 < k < d — 2. For all
1<y <<, <d

let p;,...;, be a probability density function on the parameter space 5/’;:1 with the
centre of mass my and

Digsrrsias Vktts---staf = {1, ..., d}\{d1, ... ix}
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P

be a probability density function on the parameter space S;_;_1 with the centre of
mass mq_k. Let g;, . ;, be a density function on [0, 1] such that (3.8) is satisfied.
Then

-----

is a valid spectral density on S;_;. The constraint (| is not needed when q
does not depend on indices 14, ..., iq4.

Proof. Let us verify that the constraint (2.12)) is satisfied.
If constraint (3.8]) holds it follows from the proof of Theorem [13| that

_ 1 . )
/ w] h(wupil ,,,,, ikupik+1 ,,,,, idvqil ,,,,, zk) - Ea J € {Zla v 7/Ld}

and hence the result clearly holds.
If constraint (3.8]) does not hold and ¢ does not depend on indices iy, ...,
then following proof of Theorem [13| we have

) Mkyd—k—1) 1 . .
i h i ig ) P iq = o PR P .
\/Sd_l w] (w7p1 ..... k pk+1 ..... d q) Mq(k . 17d— k: o 1) k j E {7/1 /Lk}

Similarly, for j € {igy1,..., %}

) M,(k,d —k — 1) 1
B D . =(1= AN
/Sdlw] ((AJ,pu ..... zkapzk_H ..... zdaQ) < Mq(k‘—l,d—k‘—l)) d—k

Now calculating the sum via counting the cases when j is or is not included
in {iy,..., i} gives

~ 1
Z h(w)pil ..... ikypik+l 77777 id7q) = TX

1<i1<...<ip<d (k)

)

K )1 M,(k, idk;i)lﬁ(d;l)dik(l_Mi\fli(f’i;f;i)l)ﬂ
AT T M AT
E

d

and the proof is complete.

Note. Defining p;, = 1,p;, = 1, Corollary [1| allows for £ = 1 and k¥ = d — 1,
respectively.
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Corollary |1} is easily interpretable. If condition holds then the centre of
each spectral density is such that it is satisfies the constraint . However, if
g does not depend on indices i1, ...,%; each individual centre of mass does not
have to satisfy as summing over all densities averages this out. Result in
Corollary [I| can be made even little stronger: g can depend on indices iy, ...,
as long as

M,(k,d—Fk—1)
M,(k—-1,d—k—-1)

remains fixed.
Let us illustrate Theorem [13| on an example.

FExample 2. One may obtain a model similar to the pairwise beta model in the
following fashion. Let ¢(r) be of a form

q(r) = ] r N1 =) o< r < L

Then we have

Ila+k)I(b+d—k—1)
Ia+b+d—1) '

1
Mghd—k—1y:/7ﬂ%u—rymkldr:
0

In order that (3.8) holds we need

My(k,d—k—-1) k&
M,(k—1,d—k—-1) d
at+k—-1 k

at+b+d—2 d

This implies
(d—k)a—d+ 2k

b=
k
Choosing
a=kla—1)+1

gives

b=(d—-Fk)(a—1)+1.
This gives

1
q(’r’) et q(T’ Oé) = rk(a71)<1 — fr-)(dfk)(afl)

Blka —k+ La(d—k) —d+k+1)

which for £ = 2 gives exponents different but quite similar to those of the pairwise
beta model. In the pairwise beta model density ¢ is

1
B(2a, (a — 1)(d—2) + 1)

q(’l") — ?“20‘71(1 . T)(d72)(a71)

and the constraint (3.8)) is not satisfied. Also, density ¢ does not depend on the
indices 7, j. Corollary (1| justifies why pairwise beta model provides a valid spectral
density.
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Ballani and Schlather| (2011) provide also new models constructed via Theo-
rem [I3} One of them is the pairwise exponential model.

FExample 3. Let
u—1
1 1
) ool ) e

1 1 1
w(t;0) = —— |zt
sh = 5 (-
where ¢, (b) is a normalizing constant such that f,(¢;b) is a probability density
function on [0,1]. This is possible for all v > 0 and b € R. If v € N then the
constant ¢, (b) even has a closed form. For instance

exp{b/2} — 1
—

(6] (b) =2

As f,(t;b) is symmetric around 1/2 it has expectation 1/2 and hence is a possible
choice for p;, ;, in case kK = 2. The pairwise beta density from the pairwise beta
model can be replaced with the density fi(¢;b). Using Corollary 1] and keeping

1
Bka —k+La(d—k) —d+k+1)

q(r) = q(r’ a) = Tk(a_l)(l — T,)(d—k)(a—l)

and p the uniform distribution provides model

(d—3)! I'(ad+1)

(@ Ta+ DI(a(d—2))

Wi
x 3 (@i w) (1w — wy)@ VD, ( - bij) .

)
wi + W
1<i<j<d ’ J

h(w, a, (bij)1<i<j<d) =

The parameter o measures the overall dependence between variables, b;; measures
dependence between variables 7, j. As in pairwise beta model, larger parameter
values indicate higher association.

This model is also modified into a weighted exponential model. In similar
fashion is modified Dirichlet model into a new weighted Dirichlet model. For
details see Ballani and Schlather| (2011)).

3.5 Variants of the pairwise beta model

In this section more properties of the pairwise model are discussed and variants
of the model are suggested.

A disadvantage of the pairwise beta model is that parameters ;; do not work
independently: adjusting a single 3;; parameter affects the level of dependence
among all pairs of components. The reason is simply the additive nature of the
model. This property is shared also by all models constructed via Corollary |1} as
these are all additive models.

A model that allows to capture various dependence structures is desirable.
Beta distribution provides a wide range of dependence possibilities and thus, it is
a good choice. However, there are restrictions on model parameters that decrease
this flexibility. The restriction that the distribution modelling the relationship
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between ¢-th and j-th variable has expectation 0.5 implying symmetric beta dis-
tribution is not overly demanding — a symmetric beta distribution can still model
both the case when variables show a high and very low level of association at
extreme levels.

Density ¢ from Theorem [13]is in the pairwise beta model the beta distribution
with parameters (20, (d —2) 5y —d+3). The influence of density ¢ is tremendous
— it captures the overall dependence of parameters and hence, it sets the overall
shape of the model. However, the imposition of relationship between the two
shape parameters decreases a lot of the flexibility of the beta distribution. This
is illustrated on Figure for case when d = 3.

4- Parameter value
=== Beta0 = 0.4
o)
= === BetaQ = 1
©
>
BetaQ =2
27 Beta0 = 4
g
/ /
>'/:_/
0 -
| | | | |
0.00 0.25 0.50 0.75 1.00

Figure 3.2: Beta density with parameters (25, o)

From the Figure it is clear that in such a setting beta distribution looses
a lot of its flexibility. Its mean is 2/3 and thus it cannot provide a model where
observations are located mostly near a simplex vertex — in a situation where the
overall dependence is low. This requirement was probably originally meant in
order that each spectral density h;; satisfies the limit constraint . However,
due to the Corollary [I] this is not needed.

In order that holds, Ballani and Schlather| (2011 suggest for k =2,d =3
a beta distribution with parameters (25— 1, o). This limits the parameter space
to By > 0.5. As Figure 3.3 shows such a distribution is able to put emphasis on
observations near vertex. However, it cannot capture well a linearly descending
dependence.

We suggest three variants of the pairwise beta model. First, as density ¢(r)
has a great influence on the model structure we suggest to model both parameters
(o1, ag) of beta distribution. We called this the double pairwise beta model. The
model is more flexible at the cost of increased number of parameters. To provide a
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model with the same number of parameters we suggest to fix one of the parameters
at a constant value. The model with ¢(r) as beta distribution with parameter
(a1, 1) we call the left pairwise beta model. This model with parameter (1, as) we
call the right pairwise beta model.

The Figure[3.4] shows possible beta distribution densities of the right pairwise
beta model for different parameter choices. Observe that the mean value is not
limited and that it allows a linearly descending densities.

For double pairwise beta model following Corollary (1| we have

1
1
Mq(k — 1, d—k — 1) — /0 m a171+k71<1 o x>a271+d,k,1
By +k—1las+d—k—1)
B(alaQQ) '

Combining with

qwi +wj) = (wi +w) 7L = wy — wy)2 !

B(Oél, 042)
we get

q(w; + w;) _ (1 —w; —wy)*! (wi + w;y)™

Mk—1,d—k—1) Blon+k—Los+d—k—1)

As k =2 and p is the symmetric pairwise beta distribution and p is the uniform
distribution we get:

h(wlon, a, {Bij hi<icj<a) = Z hij(wlag, ag, Bij), o1, 9,8 >0, (3.9)

1<i<j<d

where each spectral density h;; is:

Q(d_ 3)' o1 — ao— F(ZB,) Bij—1  Bij—1
hij(wlon, as, By ) = Kd(a1,a2)—d(d 1y H(1 =) Fz(ﬂ,].) Wisis Yifij
ij
where
+ Y and Ka(ou, as) !
Wii = Wj Wi, Wi/ij = an ap,09) = .
J I /i wi—l-wj AT T2 B(Oé1+1,062+d—3)

Similarly for the left pairwise beta model we get sum as in (3.9)), where

2(d—=3)! .1 T28y) -1 py-1

hij(wlov, Bi;) :Kd(al)mwij T2(8,y) il “ilii

(3.10)

where

1
’ d K, = )
wi+wj an d<a1) B(O[1+17d—2)

Wij = Wi +Wj, Wisij =

For the right pairwise beta model we have

2(d — 3)! vzt F2Bi)  sy-1 gy (3.11)

hij(wlag, Bi;) = Kd(CV?)m(l - wij) T2(3,,) i i
ij
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Figure 3.3: Beta density with parameters (25, — 1, )
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Figure 3.4: Beta density with parameters (1, as)
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where

1
d Ky(az) = .
bt al02) = g =)

wij = W; +Wj, wi/ij =

The double, the left and the right pairwise beta models share many prop-
erties with the original pairwise beta model. The exponent measure V(x) can
be obtained only via numerical integration of . Models do not exhibit the
exponent measure closure; disadvantages of an additive model are still present.
Simulation from these models can be done as in the original pairwise beta model;
one just sets It;; parameters according to the chosen model.

Clearly, the interpretation of parameters is different. In the original pairwise
beta model the mean was constant. The choice of 3 affected only variance. With
a high variance the distribution was less distributed around the centre of mass of
a simplex, meaning a lower overall dependence.

Now, the obtained distribution function more reflects the way how observa-
tions are truly distributed. The level of association is not that obvious as in the
original model, but conclusions based on a value of the mean and the variance
can provide in-depth diagnostics.

One can calculate the mean of the distribution as

631
(05} + (6]

The closer is the mean to the simplex centre of mass k/d, the higher is the overall
dependence between parameters. If the mean is higher than k/d this implies that
there is a high overall dependence of a subset of variables, but extremes typically
do not occur jointly in all stations. If the mean is lower then k/d it indicates that
there is often only an extreme event only in one of stations.

Interpretation of variance

1009
(a1 + ag)?(ar +az +1)

is the same as in the original model — higher variance indicates lower overall
dependence.

During our research we have considered also other shapes of density ¢. For
example, we considered ¢(r) as a linearly increasing or decreasing up to ¢ € (0, 1]
and then remaining constant. The exact form of the spectral density was then
obtained via Corollary [I These models were able to outperform the original
pairwise beta model. However, they seemed dull in comparison with the double,
left or right pairwise beta model. As these models did not bring a fundamental
improvement or idea and as we view the beta distribution with arbitrary parame-
ters as a better and more flexible way to model dependence, we have not included
these models.

3.6 Bayesian model selection

Several parametric models have been introduced in this chapter. All of them
provide a way how to fulfil the constraint (2.12)). As constraint (2.12)) does not
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imply any parametric form, the list of models is not complete. But even con-
sidering only models that were introduced so far, it seems like a Herculean task
to provide guidelines how to choose between the models based on something else
than their performance.

Provided models are predictive in their nature. In practice, the criterion
is how well models fit available data. Methods that have the same number of
parameters can be compared via maximum likelihood, i.e maximizing function

Z log(hs(w)).

Comparing models with different number of parameters is more difficult, measures
such as Akaike information criterion (AIC) or Bayesian information criterion
(BIC) that penalize the number of parameters are used.

Each model fitted a different shape of the parameter function. Hence, it might
be better not to choose one model, but to blend models together. Combining
models not only provides a shape of a function that could not be obtained by
each individual model, but blended models can also provide better predictions.
What exactly is suggested to be blended?

If a random vector Mj follows a max-stable distribution G;(x) = exp(—V (x))
with unit Fréchet margins, then the averaged distribution

J
G(x) =pi1Gi(x) + -+ psGa(x), > pj=1
j=1
in general is not max-stable anymore. However, averaging spectral measures

J
prHL() + -+ psHy (), ij =1
j=1

proves a valid spectral measure. Clearly, as each spectral density satisfies the
constraint , the constraint holds also for the averaged measure.

One would like to find a mixture of spectral measures that is based on their
performance — in the Bayesian setting it is typically the Bayesian Information
Criterion (BIC). A tool for that provides Bayesian model averaging applied by
Sabourin et al. (2013)). Bayesian model averaging can recommend a mixture of
spectral densities or if enough data is provided and differences between models are
high, it can serve as a selection tool. Below is given a brief summary of Bayesian
model averaging in the context of spectral densities. For general information
about Bayesian model averaging the reader is refered to [Hoeting et al. (1999)
or Marin and Robert| (2007, the latter concentrated more on Bayesian decision
making.

Now, suppose that we have M spectral density models such that each model

Mm = {hm(wm)aem € ®m}

has a finite dimensional parameter space ©,,. Let the statistical model M be a
disjoint union of individual models. This means that the parameter space O is
the disjoint union



Each parameter space ©,, is endowed with a prior probability measure 7,,.
Measure 7, expresses the statistician’s beliefs about 6,, e.g. arising from expert
knowledge. In the Bayesian model averaging framework there is also needed an
a priori weight p,, of each model M,,. The set of weights

M
(pla s 7pM)a Zpl =1
1=1

is typically set uniform

1
Pm=—, m=1.... M
m

for the lack of expert knowledge. Putting this together, on M we get prior

distribution
M M
7 (|_| Bm) =Y P (Bm),
m=1

m=1

for any collection of measurable sets
(By,...,By), By COp, m=1,... M.
In Chapter 4 it is described how a sample of excesses
W= (Wq,...,W,)

is obtained. Common density estimator, a Posterior predictive density averages
density estimates produced in separate bayesian models. In the disjoint union
model it is defined as

M

h(w|W) = me(W)/ hm(@0m) AW ) (Om), (3.12)

m=1 m

where

T | W

is the posterior distribution restricted to M,, and p,,(W) is the posterior weight
of M,,.

A posterior weight p,,, (W) is proportional to a marginal likelihood L,,(W) of
an observed angular sample in each model M,, multiplied by the corresponding
prior model weight:

_ pm£m<w)
Pm(W) = PLU(W) + -+ pu Ly (W)’
where
L, (W) :/ R (W 10,,) d(70) (0r)- (3.13)

In practice, for high dimensional parameter spaces, the main hurdle lies in es-
timating the parameter (3.13)). It is done either by Monte-Carlo methods or
asymptotic approximations from which the BIC is derived, see Kass and Raftery
(1995).
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Inside each single model, a Metropolis-Hastings algorithm is used to produce
a posterior sample 0y, 1, ..., 0, n. This sample is used to approximate each term

() = / o (©161) (| W)(6,0)
from (3.12)) through

1 N
= Nth (W[Grmr)-

t=1

In the Chapter 4 it is made explicit how Bayesian model averaging was used
for modelling.
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Chapter 4

Hydrological data application

In this chapter the gathered theory is used to build multivariate extreme value
models for hydrological data. First, the modelling technique is described. Then
data description follows along with models comparison. All models were build
using the statistical software R and can be find on the attached CD or downloaded
from http://artax.karlin.mff.cuni.cz/~drapall/multivariate/.

Data used for modelling consist of daily precipitation values from nine hydro-
logical stations in northern Moravia, Czech Republic.

4.1 Modelling

The first step in the modelling is the estimation of marginal distribution in
order that it can be transformed to unit Fréchet. Above a subjectively chosen
threshold it is assumed that the inference from Theorem [l holds and that an
excess can be modelled by the generalized Pareto distribution. For observations
below this threshold it is assumed that the empirical distribution function pro-
vides a good estimate. This means that observations

Xij7 izl,...,n, ]:1,,d

are transformed to unit Fréchet for each 7 =1,...,d via
. ~1
Zij = X — 0(0.95)\ "V !
[log (1 —0.95 (1 + @W) )] for X;; > ¢;(0.95),
Uj +

(4.1)
where F} is the empirical distribution function of

Xiju Z:L...,TL,

¢;(0.95) is its 95% quantile and éj, 0; are respectively estimated scale and shape
parameter of the generalized Pareto distribution estimated from top 5% of X;;, i =
1,...,n via the maximum likelihood technique.

In our model we picked a subset of stations of size p = 3 to be used for
modelling. The corresponding unit Fréchet variables

Zij7 jzlaap
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are transformed into a radial component R; and angular components w;:

P

Ry =>Zyj wij:%, j=1,....,p,i=1,...n.
j=1 ‘

Only those angular components w;; for which the corresponding radial component

R; exceeds a certain threshold 7y are kept. The mean residual excess plot is used

to choose threshold ry. From these data coeflicients of models were estimated via

maximum likelihood approach.

There are two families of models — the pairwise beta family and the nested
logistic model — for which the Bayesian model averaging was applied. None
of these models is part of the exponential family. Hence, there are no obvious
uninformative or invariant prior choices. As we would like to use the normal
distribution as a prior, the parameter space is transformed to obtain an uncon-
strained one. For the pairwise beta model the log transform is used

(B0 1B ¥rcicszy) = (o8(50). {log(Bip) hrsicics) -

For the nested logistic model the logit transform was chosen

AU PR U % _ %y
(%’ {%ghgzqu) (log (1 - Oéo) ’ {bg (1 - Oéij) }1§i<j§p) '

Then, parameters in each model are assumed to be normally distributed with
mean 0 and standard deviation 3 and a priori mutually independent. Sabourin
et al.| (2013) showed on simulated data that this prior specification does not
introduce a strong bias in estimates.

4.2 Exploratory analysis

The data of daily precipitation from nine hydrological stations were provided
by Czech Hydro-Meteorolgoical Institute and used previously by [Jaruskova, (2009)
whose approach is followed. The nine stations are Hefmanovice (HE), Karlovice
(KA), Krnov (KR), Lichnov (LI), Opava (OP), Pradéed (PR), Rejviz (RE), Vidly
(VI) and Albrechtice - Zéry (ZI) and their location is depicted on Figure [4.1| from
Jaruskoval (2009).

Data were measured from Janurary 1, 1960 to February 6, 2005. Records have
missing values, ranging from over a month to almost 7 and half year in total. This
is more than in the dataset used by Jaruskova (2009) — unfortunately, we were
unable to obtain the exact dataset.

To get a basic idea about the data, let us count the length of records for each
site, number of days with positive precipitation, quantiles of these and attained
maximum, see table 4.1.

A basic measure of dependence is correlation. The table [4.2 shows correlation
coefficients between all pairs of sites for days with positive precipitation. As for
each pair were considered days with positive precipitation on these two sites,
correlation coefficients are based on different sets of data. Sites with correlation
coefficient greater than 0.7 are connected with a line on Figure |4.1
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No. of No. of 000 095 0.9

Station observations p081t1ve. quantile quantile quantile Meaximum
observations
HE 15221 6911 13.2 20.3 41.2 196.5
KA 16407 6547 12.7 17.8 31.0 124.2
KR 16194 6304 11.3 16.8 30.2 59.2
LI 16437 6581 11.2 16.3 28.8 110.0
op 16108 6419 11.0 16.2 31.1 62.0
PR 13758 7368 14.1 20.2 37.8 139.4
RE 14730 6459 15.8 23.6 43.3 214.2
VI 15098 7934 15.2 21.4 40.5 199.3
7Y 16347 7962 11.2 16.8 30.4 125.0

Table 4.1: Number of all observations, number of positive observations, 0.90, 0.95
and 0.99 quantile of positive observations and maximum for each site

KA KR LI OP PR RE VI ZY
HE 0.70 0.59 0.57 0.56 0.68 083 0.75 0.74

KA 0.66 0.65 059 0.68 0.70 0.73 0.78
KR 0.76 0.74 0.55 0.61 0.57 0.78
LI 0.72 050 0.56 0.55 0.70
OopP 0.50 0.57 0.55 0.67
PR 0.69 0.81 0.68
RE 0.73 0.76
VI 0.72

Table 4.2: Correlation coefficients between pairs of sites for days with positive
precipitation.

A subject of our interest is the dependence between extreme events which may
or may not coincide with the general dependence. Hence, we are interested in ex-
tremal dependence indices x(u) from (2.20). Table 4.3 shows indices x(0.975) cal-
culated for each pair of stations using function taildep from R package extRemes
available from CRAN. Quantile 0.975 was chosen as it is high enough and it still
provides enough data to calculate from. However, it still measures association at
moderate extreme level not the limiting behaviour itself.

In Chapter 2 it has been mentioned that plotting x(u) for values of u close
to 1 can serve as a diagnostic tool of asymptotic dependence. Later on, stations
HE, ZY and LI will be included into a single model. Therefore we have chosen to
plot x(u) for these three stations. Figure depicts values of x(u) for different
quantiles for stations HE and ZY. The value of x(u) is decreasing. However, it
seems that as u — 1 it would still be above 0. A similar behaviour exhibits the
pair HE and LI.

On the other hand, the pair LI and ZY exhibits quite different behaviour
as shown on Figure Here, x(u) reaches 0 which corresponds to asymptotic
independence. It is shown later that this pair of stations exhibits the highest
association of the three stations.

Estimator y(u) has the disadvantage that only values of u very close to 1
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Figure 4.1: The location of the nine Moravian hydrological stations.

KA KR LI OP PR RE VI ZY
HE 052 044 040 042 048 0.67 0.55 0.56

KA 048 049 043 046 0.51 0.52 0.60
KR 0.63 0.57 038 0.46 0.42 0.60
LI 0.59 0.35 042 0.41 0.55
OopP 0.36 041 0.38 0.51
PR 0.47 0.57 0.46
RE 0.50 0.57
VI 0.51

Table 4.3: Dependence parameter x(0.975) for each of pair of sites

determine the asymptotic dependence. For such u the estimate is based on little
data. The fact that two pairs of stations suggest different asymptotic behaviour
means that it is not clear which models should be chosen — a reasoning both
for the asymptotic dependence and the asymptotic independence can be found.
Due to the described characteristics of estimator x(u) this is quite common in
the extreme value analysis. For example, for Leeds air pollution data (dataset
winterdat in R package BMAmevt) |Cooley et al.| (2010) and |Boldi and Davison
(2007) suggested models of asymptotic dependence while Heffernan and Tawn
(2004) study focused on conditional distribution that allows also independence
at extreme levels.

It seems that the data could be a mixture of both asymptotically dependent
and independent data. This could arise as a consequence of two types of extreme
precipitation: one that occurs just locally and the other associated with a weather
front. In this work models of asymptotic dependence are used as both approaches
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seem applicable and the focus of the thesis are models of asymptotic dependence.
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Figure 4.2: Estimator x(u) at different quantiles for station HE and ZY

0.6 -

0.4 -

chi

0.2-

0.0-

I I I I
0.900 0.925 0.950 0.975
quantile

Figure 4.3: Estimator x(u) at different quantiles for station LI and ZY
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4.3 Transformed data

Estimated coefficients of Generalized Pareto distribution via maximum likeli-
hood are shown in Table 4.4.

Station Threshold Scale Shape

HE 12.40  9.18 0.24
KA 11.40  6.61 0.18
KR 9.70 778 -0.05
LI 9.50 7.49 0.04
oP 9.30  7.80 0.02
PR 14.61  8.43 0.22
RE 14.40 10.12 0.21
VI 15.60  8.80 0.20
Y 11.00  7.90 0.08

Table 4.4: Threshold values and parameters of GPD fitted to excesses above
threshold for each site

A trivariate model has been built for stations HE-ZY-LI as these represent
the region: HE is in the highlands, LI is in the lowlands and ZY is located in the
slope.

To chose a radial threshold, a mean residual excess plot was computed — see
Figure 4.4 Function mrl.plot from R package ismev was used to produced the
plot. The lines were added manually — red line shows the linear relationship
between threshold excess and threshold, blue line states the threshold. This way
threshold exp{4.2} is chosen as a minimum value for which a linear relationship
holds.

The angular components for those observations whose radial component is
higher then the threshold are shown in Figure 4.5 The scatter plot shows
that there is a strong tail dependence between stations ZY and LI and a little
weaker tail dependence between stations HE and ZY. It also seems that there
is almost none tail association between stations HE and LI. The observed pair
dependences corresponds to conclusions based on the location of stations.

4.4 Models comparison

There were two families of models fitted to data from stations HE, ZY and
LI — nested logistic and pairwise beta with its original version , double
(3-9), right and left modifications. All of these models allow Bayesian
model selection.

Table 4.5 shows obtained parameters for models from the pairwise beta family
via the maximum likelihood technique and obtained log-likelihood

Z log(hi(w)).

Function maxLikelihood from package BMAmevt was used to compute these. It
calls function optim from stats package with method "L-BFGS-B" which is a
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Figure 4.4: Mean residual plot of excesses for radial component of stations HE,
ZY and LI on logarithmic scale
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Figure 4.5: Angular components of excesses above threshold for stations HE, ZY
and LI
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quasi-Newton method. As initial parameters can affect obtained parameters,
multiple runs were performed to obtain truly the best set of parameters. Table
4.6 shows obtained parameters and likelihood for the nested logistic model (3.2)).

model e%1 0% Bo Buezv Buerr Brizy log-likelihood

Original — — 1.03 1.06 0.56 5.04 046.7
Double 0.20 1.11 — 3.76 0.92 4.30 644.5
Left 0.14 1 — 3.84 0.93 4.40 643.4
Right 1 215 — 3.10 0.93 3.47 297.9

Table 4.5: Parameters of variants of pairwise beta model and their log-likelihood

model Qg Ogpzy OgpLr COLIZY log—likelihood

Nested Logistic  0.60 0.79 1.00 0.77 664.2

Table 4.6: Nested logistic model parameters and its log-likelihood

Comparing obtained log-likelihoods from table 4.5 proofs that new pairwise
beta models bring a substantial improvement. The log-likelihood of the nested
logistic model from table 4.6 makes it still preferable to pairwise beta models.
However, unlike likelihood of the original pairwise beta model, the log-likelihood
of new models is comparable to the one of nested logistic model.

It is not only the log-likelihood that makes new models preferable to the
original pairwise beta model. The original beta distribution’s beta density ¢(r)
depending on [y is not flexible enough to reflect that lots of observations are
located near a simplex vertex. In order to compensate for this, it estimates
coefficient By g 1 very low so that it can allocate enough mass to these points.
Thus, it underestimates the dependence between HE and LI. On the other hand,
it overestimates the coefficient B zy compared to the coefficient Sgg zy. The
dependence between LI and ZY is bigger than between HE and ZY. However, as
Figure shows and estimated coefficients of the nested logistic model suggest,
dependence between these two pairs of stations is of similar order.

New pairwise beta models are able to capture that dependence between LI, ZY
is only a little higher compared to dependence between HE and ZY. Coeflicient
Bue.rr does not overly underestimate dependence between HE and LI. Recall that
an estimate of a parameter depends on other parameter values. To conclude: set
of parameters of new pairwise beta models seem to better reflect dependence
between stations.

If one insists that a four parameter model should be used, picking the better
of the right and the left pairwise beta model could be an option measured merely
by the log-likelihood. However, as we will see later, for making predictions it is
better to use the double pairwise beta model. The left pairwise beta model’s log-
likelihood is very close to the one of the double pairwise beta model as estimated
a in double pairwise beta model is close to 1. Although «; = 1 is not an ideal
choice in this problem, the right beta model still clearly outperforms the original
one.
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On Figures 4.7 [4.8 [4.9] and are shown contour plots of the original,
the double, the left and the right pairwise beta model and of the nested logistic

model, respectively. The inflexibility of the original pairwise beta model is ob-
vious. Plots for the left and the double pairwise beta model are very similar as
so they are their parameters. The right pairwise beta model exhibits the same
structure as these two.

To compare models the Bayesian model selection procedure was applied. Us-
ing function posteriorWeights from R package BMAmevt we have compared
nested logistic separately with pairwise beta models that have the same num-
ber of parameters: with the left, the right and the original model. In all cases
almost entire weight was assigned to the nested logistic model. The order as-
signed to a pairwise beta model differed: ranging from 10~ for the left pairwise
beta model to 10754 for the original pairwise beta model. We conclude that the
nested logistic model should be used to model this dataset.

o
Q -
-
>_
N
~
o
o
n 4
o
0
N
o
o
o
S
0.00 0.25 0.50 0.75 1.00
HE

Figure 4.6: Contour plot of original pairwise beta model for stations HE, ZY and
LI
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Figure 4.7: Contour plot of double pairwise beta model for stations HE, ZY and
LI
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Figure 4.8: Contour plot of left pairwise beta model for stations HE, ZY and LI
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Figure 4.9: Contour plot of right pairwise beta model for stations HE, ZY and
LI
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Figure 4.10: Contour plot of nested logistic model for stations HE, ZY and LI
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Suppose that we would like to estimate exceedance probabilities, i.e. values of
survival function, for large arguments x1, x9, z3. For X, X5 and X3 transformed
to unit Fréchet variables 71, Zs, Z3 via (4.1)) it approximately holds

P(X1<w1ﬂX2<x2ﬂX3<x3)%P(Zl<zlﬂZ2<ZQDZ3<23)

where x1, xo, x3 were transformed to z1, 2o, 23 via as well. The nested logistic
model has a closed form of the exponent measure V(x). Thus V(x) is used to
estimate exceedance probabilities. The pairwise beta family does not share such a
property. Hence, we have generated samples from a pairwise beta model and used
Monte Carlo approximation. Table 4.7 shows calculated exceedance probabilities.
Values z1,x2, r3 have been chosen the same as in |Jaruskova (2009). However,
data used in our analysis are slightly different. Also a different radial threshold
was picked. There has been added a three parameters pairwise beta distribution
from |Jaruskoval (2009)) for reference. This is the original pairwise beta with fixed
Bo = 1. The three parameters are those estimated by |Jaruskova (2009).

T To T3 Nested Double Left  Right Original Three t
lOgIStIC PB PB PB PB I];)E;;'ame ers

75.00 &83.30 34.50 48.72 21.25 16.97 41.77 48.57 49.47
108.90 50.90 51.10 141.23 46.47 37.29 104.57 127.55 139.45

196.50 125.00 51.90 3.15 1.25 1.02 263 3.13 3.25
133.30 57.00 20.00 104.54 37.46 29.90 &81.16 100.85 112.68
80.90 57.70 110.00 1.35 092 0.76 135 1.36 1.35

53.70 25,50 61.00 114.07 57.16 45.04 107.36 113.32 116.49

Table 4.7: Three-dimensional survival function for nested logistic and pairwise
beta models for HE-ZY-LI. All probabilities have to be multiplied by 10~°

As the three parameters pairwise beta model gives similar predictions, it seems
that the choice of the threshold has not much affected parameters estimation.
All models of Jaruskovd, (2009) gave similar predictions. However, this is not the
case here. None of those models was flexible enough to assign weight both to
observations near the centre of mass of the simplex and to those near a simplex
vertex. New pairwise beta models do this which results in decreased estimates
of exceedance probabilities. However, the question whether the double pairwise
beta model underestimates or other models overestimate excess probability is
open. Exceedance probabilities of the left, the right and the double pairwise beta
model differ quite a bit. Imposition of fixed parameter can have a great influence
on the final structure. Thus, we recommend to use the double pairwise beta
model.

It has been noted that data may be a mixture of asymptotically independent
and asymptotically dependent data. To obtain the most reliable estimate of
excess probabilities, we would suggest to model the data as such a mixture.

o6



Bibliography

F. Ballani and M. Schlather. A construction principle for multivariate extreme
value distributions. Biometrika, 98(3):633-645, 2011.

M. Boldi. Mizture models for multivariate extremes. PhD thesis, Lausanne, 2004.

M. Boldi and A. C. Davison. A mixture model for multivariate extremes. Journal
of the Royal Statistical Society: Series B (Statistical Methodology), 69(2):217—
999, 2007.

J. Chambers, C. Mallows, and B. Struck. A method for simulating stable random
variables. Journal of the American Statistical Association, 71(354):340-344,
1976.

S. Coles. An introduction to statistical modeling of extreme values, volume 208.
Springer, 2001.

S. Coles, J. Heffernan, and J. Tawn. Dependence measures for extreme value
analyses. Extremes, 2(4):339-365, 1999.

S. G. Coles and J. A. Tawn. Modelling extreme multivariate events. Journal of
the Royal Statistical Society. Series B (Methodological), pages 377-392, 1991.

D. Cooley, R. A. Davis, and P. Naveau. The pairwise beta distribution: A flexible
parametric multivariate model for extremes. Journal of Multivariate Analysis,
101(9):2103-2117, 2010.

S. R. Dalal and G. J. Hall Jr. On approximating parametric bayes models by
nonparametric bayes models. The Annals of Statistics, pages 664—672, 1980.

L. de Haan and A. Ferreira. Fxtreme Value Theory: An Introduction. Springer
Series in Operations Research and Financial Engineering. Springer, 2006. ISBN
9780387239460.

J. Galambos. The asymptotic theory of extreme order statistics. R.E. Krieger
Pub. Co., 1987. ISBN 9780898749571.

B. Gnedenko. Sur La Distribution Limite Du Terme Maximum D’Une Serie
Aleatoire. The Annals of Mathematics, 44(3):423+, 1943.

E. J. Gumbel. Bivariate exponential distributions. Journal of the American
Statistical Association, 55(292):698-707, 1960.

o7



J. E. Heffernan and J. A. Tawn. A conditional approach for multivariate extreme
values (with discussion). Journal of the Royal Statistical Society: Series B
(Statistical Methodology), 66(3):497-546, 2004.

J. A. Hoeting, D. Madigan, A. E. Raftery, and C. T. Volinsky. Bayesian model
averaging: a tutorial. Statistical science, pages 382401, 1999.

D. Jaruskova. Modeling multivariate extremes of precipitation series in northern
moravia. Environmetrics, 20(6):751-775, 2009.

H. Joe. Families of min-stable multivariate exponential and multivariate extreme
value distributions. Statistics & probability letters, 9(1):75-81, 1990.

R. E. Kass and A. E. Raftery. Bayes factors. Journal of the american statistical
association, 90(430):773-795, 1995.

J. M. Marin and C. Robert. Bayesian Core: A Practical Approach to Compu-
tational Bayesian Statistics: A Practical Approach to Computational Bayesian
Statistics. Springer, 2007.

J. Pickands. Statistical inference using extreme order statistics. The Annals of
Statistics, 3(1):119-131, 1975.

S. I. Resnick. Fxtreme Values, Regular Variation, and Point Processes. Springer,
1987. ISBN 9783540964810.

A. Sabourin and P. Naveau. Bayesian dirichlet mixture model for multivariate

extremes: A re-parametrization. Computational Statistics & Data Analysis,
71:542-567, 2014.

A. Sabourin, P. Naveau, and A. Fougres. Bayesian model averaging for multi-
variate extremes. Extremes, 16(3):325-350, 2013.

M. Schlather and J. A. Tawn. A dependence measure for multivariate and spatial
extreme values: Properties and inference. Biometrika, 90(1):139-156, 2003.

J. Segers. Max-stable models for extremal dependence. RevStat Statistical Jour-
nal, 10:61-82, 2012.

M. Sibuya. Bivariate extreme statistics, i. Annals of the Institute of Statistical
Mathematics, 11(2):195-210, 19509.

A. Stephenson. Simulating multivariate extreme value distributions of logistic
type. Eztremes, 6(1):49-59, 2003.

J. A. Tawn. Modelling multivariate extreme value distributions. Biometrika, 77
(2):245-253, 1990.

o8



	Introduction
	Univariate extreme value theory
	Block maxima
	Peaks over thresholds (POT)
	Point processes

	Multivariate extreme value theory
	Copulas
	Block maxima
	Point processes approach
	Asymptotic dependence measures

	Parametric models
	Logistic family
	Dirichlet family
	The pairwise beta model
	Construction principle
	Variants of the pairwise beta model
	Bayesian model selection

	Hydrological data application
	Modelling
	Exploratory analysis
	Transformed data
	Models comparison

	Bibliography

