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Abstract Estimating the endpoint of a distribution function is of interest in product
analysis and predicting the maximum lifetime of an item. In this paper, we propose
an empirical likelihood method to construct a confidence interval for the endpoint.
A simulation study shows the proposed confidence interval has better coverage accu-
racy than the normal approximation method, and bootstrap calibration improves the
accuracy.
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1 Introduction

Suppose X1, ..., X, are independent and identically distributed random variables
with distribution function F which has a finite right endpoint 6 and satisfies

1= F(x) =c(0 —0)% +0((60 — x)%) (1.1)
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as x 1 6, where ¢ > 0 and o > 0. Note that condition (1.1) implies that F is in the
domain of attraction of an extreme value distribution with a negative extreme value
index; see Chap. 1 of De Haan and Ferreira (2006) for details. This condition has been
employed in Hall (1982), and parameters ¢, « and 6 specify the first-order approxi-
mation to the upper tail of the distribution function F. Based on this approximation,
an approximate likelihood can be formulated and maximum likelihood estimates for
parameters ¢, «, 6 can be obtained as in Sect. 2.

Estimating the endpoint 8 is of interest in production analysis and predicting the
maximum lifetime of an item. The cases of ¢ > 2 and 0 < o < 2 are respectively
called regular case and irregular case in the literature. Estimating the endpoint for the
regular case includes Athreya and Fukuchi (1997), Dekker et al. (1989), Hall (1982),
Hall and Wang (1999), Li and Peng (2009a, 2009b) and Loh (1984). For the irregular
case, studies include Aarssen and de Haan (1994), Falk (1994), Smith (1985, 1987),
Woodroofe (1974), Zhou (2009), Peng and Qi (2009).

In this paper, we concern with the construction of confidence intervals for 6 un-
der the setup of regular case. Based on the asymptotic limit of some estimator for
the endpoint, a normal approximation confidence interval can be obtained via esti-
mating the asymptotic variance. In order to avoid estimating the asymptotic variance,
bootstrap method can be employed (see Athreya and Fukuchi 1997 and Li and Peng
2009a, 2009b). Here, we investigate the possibility of applying the empirical like-
lihood method. Like bootstrap and jackknife methods, empirical likelihood method
is a powerful nonparametric method in interval estimation and hypothesis test. Re-
cently, empirical likelihood method has been applied to extremes, see Einmahl and
Segers (2009) and Qi (2008). For overview of empirical likelihood methods, we refer
to Owen (2001). Some important features of empirical likelihood method include
Bartlett correction and self-normalization, i.e., without estimating the asymptotic
variance explicitly. A common way to formulate the empirical likelihood function
is via estimating equations as in Qin and Lawless (1994). In this paper, empirical
likelihood confidence intervals for the endpoint are constructed via estimating equa-
tions. And bootstrap calibration is proposed to improve the coverage accuracy. We
organize this paper as follows. Methodologies and results are given in Sect. 2. Sec-
tion 3 presents some finite sample investigation and real data analysis. Proofs are put
in Sect. 4.

2 Methodology and results

Let X, 1 <--- < X, , denote the order statistics of X1,..., X,. Model (1.1) is a
semiparametric one since the remainder is not specified, and all the parameters of
interest reveal the upper tail properties of the distribution F'. It is known in the liter-
ature that only a few largest observations should be employed in the estimation. For
this purpose, we define §; = I (X; > u) fori =1, ..., n, where u is a high threshold.
When §; = 1, we can approximate the distribution function of X; by 1 — c¢(6 — x)“.
When §; = 0, X; is considered to be censored so that it does not account in the estima-
tion but the only information that the observation is below the threshold u is used in
formulating a likelihood function. This results in an approximate censored likelihood
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function for {(X;, 8;)}"_, as

n

[T{ce® — X'} {1 = c0 —wy*} ™. 2.1)

i=1
Next we take the threshold u = X,, ,— for some k such that k = k(n) — oo and
k/n — 0. Then (2.1) becomes

{ca® = Xp iz H1 = c6 = Xnu)*}" ™

I

which results in the score equations

Yi(c,a,0) =0,

i1

where ¥i(c,a,0) = (Vi1 (c,,0), Yio(c,,6), ¥;3(c, e, 0)7 with
- 1 —k 0 — Xy nn)¥
T, 0) =~ " O Xont)
k 1-— C(@ - Xn,n—k)a
n—kc@— Xn,nfk)a log(0 — Xn,nfk)
k 1 —c(0— Xn,n—k)a
oa—1 n—kcot(@—X,,,n_k)"‘_l
0 — Xn,n—i+1 k 1—c(—- Xn,n—k)a -

~ 1
Yir(c,a,0) = o +1log(® — Xy n—iv1) —

’

Yis(c,a,0) =

Like Qin and Lawless (1994), we define the empirical likelihood function as
k k k
Ry(c.,0) =sup{ [ [kpi) : pi =0, X pi=1, > pi¥ilc,e.0) = 0}.
i=1 i=1 i=1
Note that Zf'(:l p,-f',»(c, a, 0) =0 is equivalent to
Y piYin(c.e.0) =0,

Sk pilYia(e, @, 0)/108(0 — Xpn—i) — c¥i1(c,, 0)} =0,
YE pit ek 7 (e, @, 6) — e¥in(c, @, 0)) =0,

which implies that

ko e Hog(0—Xpa—is1) _
Zl 1 pl{ 1Og(G_Xn n—k) - 1} - O’

o— G*Xn n—k _
Zl lpl{ o 9 —Xnn—it1 _1}_0’
ie.,

YK pillog(Gnacizty 4 1y g
Zflpl{(f)‘#_%} 0.

Xn.n i+1
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So, Ié,, (¢, a, 0) can be reduced to

k

k k
Rnw,e):sup{]"[(kpi):pi >0, pi=1Y pYil.a, 9)=0},

i=1 i=1 i=1
where Y; (a, 0) = (Yi1 («, 0), Yio (e, 0)T,

0 — Xnnit1 , 1 0 — Xy
Yii(e, 0) =log — 2" 4~ and  Yio(e, 0) = nnk_ &
0 = Xunt o 0 — Xnn—i+1 a—1

By the standard Lagrange multiplier technique, we obtain the log empirical likelihood
ratio as

k
10, 0) = —2log Ry (e, 0) =2 log(1+ A7 Yi(a,0)), (2.2)

i=1
where A = (A1, 12)7 satisfies

k

Yi(a, 6)
— =0. 2.3
; 1+A17Y(a,6) @3

Throughout we denote the true value of (6, «) by (6, «tg). Since we are interested
in a confidence interval for 8, we consider the profile log empirical likelihood ratio
1(6,a(8)), where &(0) = argmin,_,/(0, ).

In order to derive the asymptotic limit of the above profile log empirical likelihood
ratio, we assume the following second-order condition: there exist functions a(z) > 0
and A(t) — 0 such that

Ux)=U®) _ x¥—1 {

lim —® Y _H =
100 A7) y.p(X) P

x¥tP—1  x¥ -1
— ), 24
14

Yy +p

where U (¢) is the inverse function of F (1 — 1/7), y = —1/a € (—1/2,0) and p <
0. We refer to De Haan and Ferreira (2006) for details on the above second-order
regular variation. Under the above condition, we follow the procedure in Qin and
Lawless (1994) to first show that there exists &(6p) with a certain rate of convergence
and then we show the convergence of [(8g, @(6p)); see the following Proposition 1
and Theorem 1 for details. Note that the results in Qin and Lawless (1994) are not
directly applicable to our setting since {(0 — X n—i+1)/(0 — X,m_k)}f?:1 is not an
independent sequence.

Proposition 1 Assume (2.4) holds and k = k(n) satisfies
k/logn — oo, k/n— 0, «/%A(n/k)—)O asn — oo. 2.5)

Then, with probability one, 1(0y, ) attains its minimum value at some point & (0y) in

1,1
the interior of the ball |« — ag| < k% with 8o = max{%, a_l(, + 2 42_% }, and &(0y)
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and A = A(6y, & (6p)) satisfy
012(8(60),4) =0 and  02,(&(60),1) =0,

where
k

1 Y;(a, 6p)
O[’ X = — _—
Qe =¢ Z,-zl 1+ ATY; (@, 60)

and
k

0 (ak)—IZ;{dY(ae)}T
A= 1+ 7Y, (a, 60) 0

Theorem 1 Under the conditions in Proposition 1, we have 1(6y, &(60)) 4 x2(1) as
n— oo.

Based on the above theorem, a confidence interval for 6y with level d is
1§ =10:160.00) < 13.)
where X(?,l is the dth quantile of x2(1).

Remark 1 The above proposed empirical likelihood method does not apply to the
irregular case since the asymptotic limit of the maximum likelihood estimator for the
endpoint is a normal distribution when 0 < o < 2 (see Woodroofe 1974; Peng and
Qi 2009). Therefore, Wilks theorem cannot be expected for the empirical likelihood
method based on score equations.

Selection of k is of importance. Theoretically, one needs to choose k to minimize
the coverage error. Unfortunately, how to derive the coverage expansion remains un-
known. On the other hand, in general £ is much smaller than the sample size n in
analyzing extremes, which implies that calibration for the proposed empirical likeli-
hood method is quite practically useful. Indeed the simulation in next section shows
that the calibration makes the choice of &k much less sensitive. We refer to Owen
(2001) for details on calibration of empirical likelihood method. Here we propose the
following bootstrap calibration method.

Draw a random sample of size n from X1, ..., X, with replacement. Based on this
resampling, we calculate the empirical hkehhood ratio in (2.2) with 8 being replaced
by 6, where 0 is the solution to

0 — Xnnk nn —i+1
1V =1. 2.6
k+129 ik+12 8 Xk } (26)

i=1 Xn,n—l—H n,n—k

Let us denote this bootstrapped empirical likelihood ratio as / 0, a).
Note that (2.6) is the score equation for 6 after parameters ¢ and « are canceled
out, and thus 6 is the maximum likelihood estimate for 6 in Hall (1982). Moreover,
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6 and the maximum empirical likelihood estimate, arg ming (0, @(0)), are the same
since the empirical likelihood function is formulated via score equations.

Next we profile the bootstrapped empirical likelihood ratio to obtain @*(0) =
argming-., [* (0, ). Hence we obtain the bootstrapped profile empirical likelihood
ratio [ *(é , &*(é)). Repeat the above procedure M times so that we obtain M boot-
strapped profile empirical likelihood ratios. Let d* denote the [ M d]th largest value of
these M bootstrapped empirical likelihood ratios. Then a bootstrap calibration confi-
dence interval is

7€ =16:1(6,a0)) <d*}.

3 Simulation and data analysis

In this section, we first investigate the finite sample behavior of the proposed empiri-
cal likelihood confidence interval / f and the bootstrap calibration confidence interval
I fc in terms of coverage accuracy, and compare with the normal approximation con-
fidence interval and percentile-t bootstrap confidence interval given below.

Define

<>
||

k
Z 9 Xn n— l-‘rl
-1 — Xnn—k
Then y and 6 defined in Sect. 2 are estimators for y = —1/a and 0 proposed by Hall
(1982). Put

k

1 X n—i+1 Ay A—D ~ ~v1/2
=X —§ log 222 R — 1 14291172,
R g Xont {1—-yly " {1+yH{1+2y}

i=1

Q>

Then, it follows from Li and Peng (2009a, 2009b) that

f——>N(0 1

under conditions of Proposition 1. Further Li and Peng (2009a, 2009b) showed
that bootstrap method based on the pivotal statistic 7, = ﬁ{é — 0}/5 is consis-
tent. Therefore, we can construct the normal approximation confidence interval and
percentile-t bootstrap confidence interval with level d based on the pivotal statistic
T,.. Let us denote them as / év and / f.

Draw 1000 random samples with size n = 1000 from the random variable 8 —1/Z,
where P(Z <z)=1— (1 +z")™™ for z > 0. For calculating the bootstrap cal-
ibration confidence interval / 5C and the percentile-t bootstrap confidence interval
1 f, we draw 200 resamplings with size n for each sample. We consider the cases
@, t1,72) = (0,8,4/8) and (0, 40,4/40). Note that the case (t1, 12) = (40, 8/40)
gives a much faster rate of convergence for function A defined in (2.4) than the
case (11, ) = (8, 4/8), which means that a larger k can be employed for the case
(11, 72) = (40,4/40) than the other. In Fig. 1, we plot the coverage probabilities
against k = 50, 60, ..., 200 for these four confidence intervals with levels 0.9, 0.95.
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(tau1, tau2)=(8,4/8), Level 0.9 (tau1, tau2)=(8,4/8), Level 0.95
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Fig. 1 Empirical coverage probabilities for the four confidence intervals are plotted against
k =50, ...,200. Straight solid line, another solid line, dashed line, dotted line and dotted-dashed line
represent the level and intervals / zflv v f v f and / fc, respectively

From Fig. 1 we found that the proposed empirical likelihood confidence interval is
more accurate than the normal approximation confidence interval, and both are less
accurate but less computationally intensive, than the proposed bootstrap calibration
confidence interval and the percentile-t bootstrap confidence interval. The proposed
bootstrap calibration confidence interval is most accurate for most cases and least
sensitive to the choice of the sample fraction k. Moreover, confidence intervals for
the case (71, 72) = (40, 8/40) are more accurate than those for the case (71, 12) =
(8,4/8) when a large k is employed.

Next we apply the above intervals to a real data set, which consists of the total
lifespan (in days) of 10391 residents born in the Netherlands in the years 1877-1881,
still alive on January 1, 1971, and who died as resident of the Netherlands. More
detailed analysis on this data set can be found in Chaps. 3.7 and 4.6 of De Haan and
Ferreira (2006). Here we focus on the intervals / f and / 5C since the above results
show that these two intervals are much more accurate than the other two.
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B
Table 1 Intervals Iyos and

I(?gs are calculated for the

B
10.95

BC
10.95

lifespan data set with

k =100, 150, ... ., 400 k=100

k=150
k=200
k=250
k=300
k=350
k =400

(111.84, 113.49)
(112.02, 117.81)
(11242, 117.35)
(112.11, 118.36)
(112.29, 119.06)
(112.34,119.11)
(11259, 119.81)

(111.65, 121.61)
(111.92, 123.69)
(112.18, 126.02)
(112.13, 125.54)
(112.27, 124.85)
(112.27, 127.59)
(112.31, 128.61)

First we change the lifespan in days to years by dividing by 365. Then we calculate
these two intervals by drawing 1000 bootstrap samples. To approximate / 5C by an
interval, we increase and decrease 6 from 2 by step 0.01 until 1(8,&(8)). Table 1
reports these two intervals with level 95% for k = 100, 150, ..., 400. From this table,
we observe that the length of the interval / 5C is larger than that of 7?2, and I fc is
much skewed to the right.

4 Proofs

Let V1, ..., V, beii.d. random variables with distribution function 1 — 1/x for x > 1
and V1 <-.- <V, , denote the order statistics of Vi, ..., V,. Consider another in-
dependent sequence of i.i.d. random variables V¥, ..., Vk* with distribution function
1 —1/x, and denote kal <... < Vk*j « as their order statistics. It is well known that

d
Waanzitt/ Vanitizy = (Vi in Vot @.1)

The following lemma comes from Lemma 5.2 of Draisma et al. (1999).

Lemma 1 Let f be a measurable function. Suppose there exist a real parameter o
and functions a1 (t) > 0 and A1(t) — 0 such that for all x > 0

fa0—f@) _ x-1 l{xaﬁﬁl_l x“'—l}

lim —4® U =Hi(x)=—
t—00 Aq(1) Bl a1 +p ol

where B1 < 0. Then for any € > 0 there exists to > 0 such that for all t > ty, tx > 1y,
faO)—f@) _ x*1—1

ay (r) ol

A(1)

—Hix)| < E{l + x¥ +2xa1+ﬂ1ee\logx|}.

Define

3 1 &
Yo(e) =) Yile, 00)
i=1
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and

k
1
Snle) = 3 Vi@, 00) Y] (ct, 00).

i=1

Lemma 2 Under the conditions of Proposition 1,
1 k 2
sup > [|[Yi(@. 60) | = 0, (1) 4.2)
a>2 i—1

and
sup max |Yi(a 60)| = o, (k') 4.3)
forany § € (1/ag, 1/2].

. d .
Proof Since X, y—i+1 = U(Vy n—i+1), We can write

90 - Xn,n—i+1 d {90 - U(Vn,n—k) L} _ (Vn,n—i+1/Vn,n—k)yo

a(Van—i) a(Van—i) Yo Yo
Vi
~ { Uy Vi) =UVan)  (Vyneig1/ V) = 1 }
a(Vn,n—k) Y0
=Lh-hL-1 “4.4)

fori =1, ..., k. It follows from (2.4) that

0-U®) |, 1
a(r) Yo

A(t)

— Hy ,(c0) 4.5)

(see the proof of Lemma 4.2 in Ferreira et al. 2003), which implies that

GO_Xn.nfk 1

a(Vin—i) Y
W — Hy, p(00)  as. (4.6)

since an,n_k — 1 a.s. By (2.4), (4.6), Lemma 1, (2.5) and § < 1/2, we can show
that

L=0(A(n/k)=0(k™®) and L=O0(A(m/k)=0(k™®) as. (4.7
By (4.1) and yp = —1 /a9 < —6, we have

. d
min k°(Van—i1/ Vani)?® =k>Vin/ Vi) SO (VEOP — 00 as. (4.8)

1<i<k
It follows from (4.4), (4.7) and (4.8) that

00 — Xnnoi
min k62— 2mnmitl o as, (4.9)
1<i<k a(Va,n—k)

@ Springer



D.Lietal.

By (4.6) and (4.9), we have

sup max |Yij (e, 60)| = o k‘s) a.s. (4.10)

=2 <1<

for j =1, 2, which implies (4.3). If follows from (4.1) that

x| =

k
Z Vin—i+1/ Van— k)VO Z(V " — a.s. 4.11)

Hence, (4.2) follows from (4.4), (4.6), (2.4), Lemma 1, (2.5) and (4.11). O

Lemma 3 Under the conditions in Proposition 1, we have

VY (o) % N(O, V), 4.12)
[Yn(@) = Yu(ao)| = O(k™*loglogk + | — aol)  a.s., (4.13)
Ya(ao) = O(k™'*loglogk) a.s. (4.14)
and
Iafsalf)[\)sén ISn(@) = V|| -0 as. (4.15)

for any sequence 5, — 0, where

1 1
al (ap—1)?
_ 1 ap
(@p—1)?  (@o—1)?(ep—2)

Proof By (4.4), (2.4), Lemma 1, (2.5), (4.8) and Taylor expansion, we can show that

a(Vn,nfk) _ —Y0 _
90 - Xn,n—i—H (Vn,n—i+1/vn,n—k)y0

o(1/vk) as. (4.16)

max
1<i<k

1 1 . (]
Slnce mlnlflfk (Vn.nfiJrl/Vn.nfk)yO Z

—0, (4.16) implies that

IOg a(Vn,n—k) _ IOg —Y0
90 - Xn,n—i—H (Vn,n—i—i-l/vn,n—k)yo

=o(1/vk) as. (4.17)

max
1<i<k

It follows from (4.6) and (2.5) that

9 X”l’l

logﬁ logfmzo(l/ﬁ) a.s.
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By (4.16)—(4.18) and (4.1), we have

LSk Y@, 60) £ (L Y5 Tog(vym + G — )+ o/ as.,
LSk Yia(a, 60) LR (v — T = {35 — g2l +o(1/Vh)  as.

(4.19)
Hence, (4.12), (4.13) and (4.14) follow from (4.19) and the fact that
. o
Z Y —-1/2
k; (V™ — o1 = 0(k™'/*loglogk) as.,
- 1
-1/2
E Elog(vi*)yo + w0 O (k / loglogk) a.s.
and
7 i
( Z(V) 0 1 kZlog(V)O 0>—>N(0 V).
Similarly we can show (4.15). g
Proof of Proposition 1 By setting
1 1 o o T
pe =(—-- - ,
ap o a—1 og—1
we have
Yi(,0) =Yi(,0) — p(a).
Put
k
1 Yi(a,6
gha)=-3" _ Y@l (4.20)

k= 1+1"Y;(a, 60)

and D, (@) = maxj<;<k |Yi(a,0)|l. Let n = A/|[A], i.e., A = ||A|n. It follows
from (2.3) that

k

1 nTYi(a, 60) .
0=nT x,a:—§<—— TY-oe,@ +TY o),
n g( ) X L 1+)»TY1‘(O(,9()) n 1( o) n n(o)

which implies that
IM1n" Su(@)n = n" Yu (@),

where

1 i Yi(a, 60)Y! (@, 6p)

Sl = .
" = e L TR Y G )
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From 1+ ||A|nTY:(a, 6p) > 0, we get that
A" S < Inlln" Sy e (1 + max 1310 Yi (e 60)])

< [MIn" Su(@)n(1+ 1M D (@)
=1"Y, (@) (1 + M Dy(@)),
ie.,
I {n" Su(@)n — Du(@)n” Ya(e)} < Yy (). (4.21)

Denote the smallest eigenvalue of V as o7. It follows from Lemmas 2 and 3 that

min, (0" Sy(@)n) =01 (1 +o(1)) as.,

. (4.22)
miny, | D, (e)n? ¥y ()| = o(1) a.s.

uniformly for | — ag| < k% with 8y given in Proposition 1. Therefore, by (4.21),
(4.22) and Lemma 2,

IAl=0(k™®) as. (4.23)
uniformly for | — ag| < k%,

Note that

A" Yi (@, 60))* )

k
1
= — Y, («, 6 1-ATy; ,00) + ————
k; i(a 0)< i (c, 00) l—lTY,‘(Ol,Q())

Y (e, 00) ATY (e, 0p))?

— V(0) - Sylek
(@ = Su@)A + kZ T ATY, (. 6o)

i=1

By Lemma 2 and (4.23), the last term is dominated by

k
3 1Y (e, 00) 2111

= 2 o(k® 280\ _ (=8
1 — |A|| D () = 0()Dy(@) > = 0(k?) O (k720) = o(k™%) ass.

i=1
which implies that
=5, @) Yu(@) +o(k™) as. (4.24)
uniformly in |a — ag| < k7%
By (4.24) and Taylor expansion, we have, almost surely, that
1(60. a0 + k)
k

=23 MY (a0 + k7%, 60) — Y AT (o + k7%, 60) ) + o (kk2%0)
i=1 i=1

= kY] (a0 + k%) S, (g + k%)Y, (g + k%) + o (k')

=~
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= k" (a0 + k7%0) 8, (g + k%) (o + k%) + o (k' 720)

> k1=
for some constant ¢ > 0. Similarly, we can show that
1(90, oy — k_‘so) > czkl_z‘SO a.s.
and
1(60, ot0) = kY[ (00) S, (0) Yo (@0) + 0(k'720) = 0(k'72%0)  as.
Hence, the proposition follows from (4.25)—(4.27).

Proof of Theorem 1 Taking derivatives with respect to o and A7, we have

201 0)—(—i ;)T
g 2= a2’ (a—-12) "’
9 o—1§kY- 00)Y! (a, 60)
8)\,T an(a’ )__% l(av 0) [(aa 0),

i=1

d (@.0)=0 0 0) = 1 1 >
@an a,0)=0, M—TQM(% —<—;7m .

(4.25)

(4.26)

(4.27)

Expanding Q1, (@ (6y), 1) and N CICHN 1) at (g, 0) and using Proposition 1, we

have that

d N ad A
0=0jn(@0,0)+ =~ Qjnleo, 0)(&(6o) — o) + M—Tan(ao, 0)A —0) +0p(8n)

for j =1, 2, where 8, = |&(0y) — ap| + ||):||. Hence

(X, &(60) —a0)" = A7 (-0 (@0,0) +0,p(81), 0,)) ",
where

A Qun(@0,0) 55 Q1n (@0, 0)

A, = 5
WQZ" (2o, 0) 0
» -V (—ap?, (o — D727
% .
(—ap 2, (o — 1)72) 0

Since Q1 (0, 0) = O, (k~1/?), (4.29) and (4.30) imply that

8u=0p,(k1?).

(4.28)

(4.29)

(4.30)

4.31)

(4.32)
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Hence, by (4.29)—(4.32) and Lemma 3,

160, &(00)) = 2k(X . &(00) — 60)(QF, (@0.0),0)"
+k(R,@00) — 60) An (A &B0) — b0)" + o0, (k112
= —k(07,(@0.0).0)4," (07, (@0.0),0)" +0, (k1%
= —(VAYT (@0), 0) A, (VAT! (o, 0),0)" + 0, (k™'7?)
4 2. O
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