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Abstract

Free quadratic harness is a Markov process from the class of quadratic harnesses, i.e. processes with
linear regressions and quadratic conditional variances. The process has recently been constructed for a
restricted range of parameters in Bryc et al. (2010) [7] using Askey—Wilson polynomials. Here we provide
a self-contained construction of the free quadratic harness for all values of the parameters.
© 2010 Elsevier B.V. All rights reserved.

MSC: primary 60J25; secondary 46L.53
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1. Introduction

Quadratic harnesses were introduced in [3] as square-integrable stochastic processes on
[0, o0) such that forallz, s > 0O

E[X,]=0, E[X,X,] = min(,s), (1.1)

conditional expectations E[X,|F; ,] are linear functions of X and X, and second conditional
moments E[ X z2|j:s, «] are quadratic functions of X and X,

E[X?| Ful = Qrosu Xsu Xu) (1.2)
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where
2 2
Qt,s,u(X, y) = Az,s,ux + Bt,s,uxy + Ct,s,uy + Dt,s,ux + Et,s,uy + Ft,s,u, (1.3)

and A; sy, ..., Ft g, are some deterministic functions of 0 < s < t < u. Here, Fy , is the
two-sided o-algebra generated by {X, : r € (0, s]U [u, co0)}. We will also use the one-sided
o-algebras F; generated by {X, : r < t}.

It follows that foralls <t < u
E[thj:s,u] = at,s,qu + bt,s,uXu, (1.4)

witha; s, = (u—t)/(u—s)and b; 5, = (t—s)/(u—s), and, under certain technical assumptions,
there exist five parameters n,0 € R,o0,t > 0and y € [—1, 1 4+ 2,/o 7] such that

u—10)[u(l+ot)+ 71— yt]

Atisu = w—s)[u(l+os)+1—7ys]
B, — (u—0)t—s)(1+y) ’
’ (u—s)lu(l4+os)+1t—ys]
Ch .= =)t +os)+ 71— ys]
S w—2s)[u(l+os)+1t—1ys]’ (1.5)
D,.. — (u—1)(t —s)(un—0) ,
" (u—s)lu(l+os)+1t—ys]
E .. = (u—1)(t—s)©O —sn) ’
' (u—s)lu(l+os)+1t—ys]
(u—1)t—ys)
LS = u(l+os)+17—ys’
and
(u—1)(t —s) WXy —sX,)? uXs—sX,
Varl Xl Fs.ul = u(l+os)4+t7—ys <1+G (u — s)2 tn u—s
X, — X)) X,— X, X, — Xg) (sX, —uX;
K= X7 (u_s)z) PO ! (u)is)z )); (1.6)

see [3, Theorem 2.2].

Quadratic harnesses may have orthogonal martingale polynomials (see [3] for the assumptions
and [10] for some exceptions), some explicit examples of which have been worked out in
Section 4 of [3], for some of them the corresponding quadratic harnesses were constructed in
a series of papers [4-6]. A recent development in proving the existence of quadratic harnesses
is [7], where the machinery of Askey—Wilson polynomials have been used to construct the
processes for a wide range of parameters 1, 6, o, T and y.

However, in some cases, the theory developed in [7], brings some unnecessary limitations for
the values of parameters assuring the existence of the given quadratic harness. One of them is the
case of free quadratic harness defined in Section 4.1 of [3]. Free harnesses have parameter

y = —ot; (17)
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their orthogonal martingale polynomials were identified in [3, Proposition 4.3], for o, 7 > 0,
ot < land 1+ off > 0, where

_n+bo IB_nt—i—Q

On the other hand, Corollary 5.3 in [7], which discusses the range of parameters that guarantee
the existence of the free harness, requires additional assumption

24n0+207t>0 (1.9)

o (1.8)

Cl—-o0o1’ l1—o1

to be compliant with the theory developed in [7]; nevertheless, the univariate Askey—Wilson
distributions are still well defined when 2 4+ n6 + 20t < 0.

The goal of this paper is to show that free quadratic harness exists without assumption (1.9)
(this is stated in the main result of this paper — Theorem 1.1). The technique we use is similar
to the one used in the previously mentioned work ([4-6]), although various details differ. We
rely on explicit three step recurrences for the orthogonal martingale polynomials and on explicit
connection coefficients between related families of orthogonal polynomials. We also use an
operator representation to prove the quadratic harness property of the constructed process. The
paper is self-contained and does not use any results from [7].

Our main result is

Theorem 1.1. Foro,t > 0,0t < 1,y = —ot, and 1 + af > 0, there exists a Markov process
(X1)re[0,00) such that (1.1), (1.4) and (1.6) hold. The process (X;)ie[0,00) IS Unique among the
processes with infinitely supported one-dimensional distributions that have moments of all orders
and satisfy (1.1), (1.4) and (1.6) with the same parameters n, 0, o, T and y = —o0'T.

The proof of this theorem is given in Section 6 after all auxiliary technical results are
established.

It is worth mentioning that for some values of parameters, the univariate laws of free quadratic
harnesses are the first component of a two-state free convolution semigroup (for the free bi-
Poisson process case see [6]; for an extension to the case of o = 0 see [1, Proposition 5]).

2. Orthogonal martingale polynomials and ¢-commutation equation

This section presents a heuristic principle that can be used to find the recurrence for
the polynomials orthogonal with respect to the conditional law L£(X;|Xs). (For the proof of
Theorem 1.1 such a derivation is not needed, as the actual recurrence used in the proof can
be accepted as a guess.)

In [3] we defined the orthogonal martingale polynomials associated with the process (X;); as
martingale polynomials (i.e. such that

Elpn(Xt; DIFs] = pn(Xs; ), 2.1

holds, whenever 0 < s < r) that are orthogonal with respect to the one-dimensional distributions
of the process. Theorem 2.3 from [3] states that their Jacobi matrix is linear in ¢,

Yot + 8o et + ¢ 0 0
ooyt + B1 yit + 61 et + ¢ 0
C, = 0 oot + B2 yat +382 ezt + 3

0 0 oazt + B3 y3t + 83
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and for n > 1 the coefficients o, By, ¥n» On» Gn, €n satisfy

O—Z‘L'Olnoln—l—l + Ganﬁn—l—l)’ + O',Bnﬁn—l—l = O'Oln—H,Bna (22)
Bn+1Vn+1 + 00n118p = 0nt1 (Vn + Vnt+1) T+ (0Un+18n+1 + Bnt1¥n) ¥V
+ Bnt1 8y + 8py1) 0 + 010 + Buyan, (2.3)

ﬁn—i—lgn—‘f-l + Vn8n + olpYn = (Uan+18n+1 + Vnz + O'Olngn)f
+ (0ot 19n+1 + Vubn + Bnén) ¥
+ Bus1@ns1 + 85 + Bu@n)o +val + 8un+ 1, (24)

Yn—19n +0n€n = (V=1 + ¥Yn) &nT + (Vu@n + Sn—16n) ¥
+ (811—1 + 8n) Yno + enb + Onll, (25)

EnPntl = Enn1T + Ent1@nY + PnPnt10, (2.6)
with the initial values given by

a; =0, B =1, Yo =230 =0, er =1, ¢1=0. (2.7)

Now, for a fixed r > 0, conditionally on X, the process (¥, t(r)) >0

l4+or
Yt(r) = \/ ) (Xr4r — Xr)
;

1+nX,+0X

still is a quadratic harness. Therefore when one considers the conditional distribution £(X;|X;)
and the corresponding orthogonal polynomials Q, (y; x, t, r), [3, Theorem 2.3] implies that their
Jacobi matrix is again linear in ¢ and that its entries again satisfy relations (2.2)—(2.6). The only
difference is that the initial values for the sequences should be modified as follows:

1 2
a; =0, B =1, Yo =0, 8o = x, 81=M
14+or
—r (1 + nx + crxz)
— , 2.8
é1 T+ or (2.8)
as we choose the first polynomials Q,, as
O-1(y; x,1,5) =0, Qo(y; x,t,5) =1, Qi(y;x,1,8) =y —x,
and
l1+os
2
; 9t9 =
Qo(y;x,t,8) =y T
L (14+os)(14+y) A4+os)@+nt+t(m+00)— 1+ y)sn]
l+os+o(ys—r1) (1+ot)[1+os+o(ys—1)]
|2 y+ort x@—l—m’—l—s(n—l—a@)—(l—i—y)sn_ t—s
l+os+o(ys—1) l+os+o(ys—1) l+ot

One can use equations (2.2)—(2.6) with initial values (2.8) to derive the recurrences for the
polynomials Q, from several previously studied cases from [3,4,6].
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Here we are interested in the free harness case y + ot = 0. After a calculation we get

Proposition 2.1. Suppose 0,7 > 0,0t < 1, 1 +aff > 0, (see (1.8)) and y = —ot. Then
recurrences (2.2)—(2.6) with initial condition (2.8) have a solution which defines the following
three step recurrence for polynomials (Qy,) in variable y; here s > 0 and x € R are parameters.

yO1(y;x,t,5) = (1 +0t)02(y; x,1,5)
o+ox B—s(n+ox)
r+
l14+os 14+o0s
(t —s) (1 +nx +ox?)
14+o0s

)Ql(y;x,t,S)

Qo(y; x,t,s) (2.9)

Y02 x,18) = (1+00)Qs(yix,1,5) + S FIPEPHAT ) vt s)

(t+0)(1 +ap) oor
t+t + o
T T 01 ) (2.10)

(¢ +0B)t+ B +art
l—o1

Ql’l—l(y;xatas)7 nz?’a (2'11)

an()’QX’f,S) = (1 +Uf)Qn+l(y;x’f’S)+
(t+ 1)1+ af)
(1 —071)2

with Qo = 1 and Q1(y; x,t,5) =y — X.

Qn(y’ x’ t,S)

Since p,(y;t) = Q,(y;0,¢,0), it is not surprising that the above recurrence coincides
in this case with [3, Proposition 4.3] which we cite here for ease of reference in the proofs
below.

Proposition 2.2 (/3, Proposition 4.3]). Suppose (X;); is a quadratic harness with parameters
suchthato,t > 0,0t <1, 14+aB > 0,and y = —or. If for t > 0 the random variable X; has
all moments and infinite support, then it has orthogonal martingale polynomials (p,), given by
the three step recurrences

yp1(y;t) = (1 +ot)pa(y; 1) + (at + B)p1(y; 1) + tpo(y; 1),
(x+oB)t+ B+ art

ypa(yit) = (I+at)p3(y;1) + [ — ot p2(y; 1)
1
+(t+f)( +aﬂ)p1(y;t),
—O0T
yui0) = (ko puity ) + S IEREET ()
(t+0)d +ap)

with po = 1 and p1(y;t) = y.

Thus the recurrences for the polynomials (Q,), and (p,), turn out to be some finite
perturbations of the constant coefficient recurrence. Therefore (Q,), and (p;), turn out to be
Bernstein—SzE€go polynomials (see [12, section 2.6]), which are orthogonal with respect to the
probability measure with the absolutely continuous part of the form v/ ax? + bx + c¢/p(x), where
p 1s a polynomial.
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3. One-dimensional distributions

Let r; denote the orthogonality measure of the polynomials (p,(y;t)), with t > 0, given
by the three step recurrences in Proposition 2.2. The existence of m; is assured by Favard’s
Theorem. In order to examine 7; we will compute its Cauchy—Stieltjes transform G,. Recall that
the Cauchy—Stieltjes transform of a probability measure p is an analytic mapping of the upper
complex half-plane C_ into the lower half-plane C_ defined as

1
G(z) = / — wu(dx).
RZ—X
One of the properties of the Cauchy—Stieltjes transform that we shall use here is
lim iyG(@iy) =1 (3.1)
y—>00
(see e.g. [9]).

Lemma3.1. If n* > 40 > 0,02 > 4t > 0and « + o > O then

x, ((—n—\/n2—4a —77—}—\/772—40)) —0
o ’ 20 -

2

Proof. It is known (see [2], (2.10) and Theorem 2.4) that with orthogonal polynomials one can
associate a continued fraction (built from the coefficients of the three term recurrence), which,
if it converges, is equal to the Cauchy—Stieltjes transform of the orthogonality measure of the
polynomials. In the case of the recurrence from Proposition 2.2, one gets

1

Gi(z) = : (3.2)

1
1 1
z—(ar+p)— LD DATD o ()

where g; has the continued fraction expansion

1
. 1+ot
8:1(2) = (IFaB) (t+1) ’

1 _ (atop)t+ptar (1+08)(1—01)2
toi< ™ (ton(I—o7) (Tap) (D)
1 (etop+pt+ar _ (4on(l—o1)?
Ttor %™ (I+on(—o7) .

140t
so g itself is the Cauchy—Stieltjes transform of a measure and it satisfies the quadratic equation

1

g1(2) = _ (@topyt+ptar _ (+ap)(t+r)(1+0t) ( )
Z l—-01 (1—0’T)2 gt ¢

(To justify the convergence of the continued fraction expansion of g;, one can use e.g. Theorem
2.1 [2].) Hence

l—0o1
gAZ)==2(1+_aﬂ)0_+T)(1+_0t)<(1—-ar)z—-014-dﬁ)t—-ﬂ-—ar

j:\/((l —o1)z— (@ +0opB)t — B — Ot‘L’)z — 40 4+af)t + 1)1 + at)>. (3.3)
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By the square root in (3.3) we understand that

b+2 b—2
oz b 2ve Jor b rodima Z_+_¢E./Z__ﬁ
a a

wherea = 1—01 >0, b=(a+oB)t+B+at e R,c=A+af)(t+1)(1+0t) >0,
the mappings z > /z — (b £ 2./c)/a are analytic on C \ {(b £2/c)/a —t : t > 0}, and take
positive values for R 3 z > (b + 24/c)/a (so they are the principal branches of the square root,
composed with linear transformations z — z — (b +24/c)/a). Hence, by (3.1), one has to choose
the “—" sign in the “£” in (3.3).

Now, after inserting (3.3) into (3.2), a calculation that uses (1.8) gives

77 4 6t n t[(1+o01t+20t)z+1tn—0]
122+ 01z +12 2(0z2+nz+ 1) (v22 + 0tz +12)

G:(z) =

/I —o1)z — @+ 0By — B —ar —4(1 + o)t +1)(1 +ap)
- 2(0z> +nz +1) (v + 0tz + 12) '

3.4)

Stieltjes—Perron inversion formula (see e.g. [2, Theorem 2.5 and Section 2.3]) states that a
finite Borel measure v with the Cauchy-Stieltjes transform G is absolutely continuous with
respect to Lebesgue measure on the set

A={x: liil(} G(x +ie) = ®(x), afinite number with Im & (x) # 0}.
&
The atoms can only be located at simple poles of G (see [2]). A very useful result (see [11],
Chapter XIIIL.6) states that if
B={x:limG(x +i¢e) = oo},
el0
then V(R \ (A U B)) = 0 and v restricted to B is singular relative to the Lebesgue measure.

Therefore we see that the absolutely continuous part of m; is concentrated on the interval
la—(7), a4 (r)] with

(a+oB)t+B+tax2/A+ot)t+ 1)+ aB)
l1—0o7 ’

a(t) =

the atoms can be located at (at most) four points being zeros of the polynomial (62 + nz +
1) (2> + 0tz + 12):

—n+n? - 4o 0+ 62 — 4t
by = > : cx(t) = —t > ,
o} T

and mr; does not have a continuous singular part.
Hence we can establish the lemma if we prove the following claims.

Claim 3.2. The continuous part of m; does not assign any probability to the interval [b_, b ].

Proof. It suffices to check whether a_(¢) > by fort > 0. It is easy to see that

(1—-0o1)J1+ap

124
1) =
) = S e PG L0
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Note thata — o8 = 71 so
(x+0B)(1 —071) l+o7
T 20 (@—0fP—do 20
is well defined. The following bound shows that ¢, is in the domain of a_ (¢):

(1 —01)*(1 +ap)
>
n? — 4o

*

4ottt +71) = 0.

Since a’ (t,) = 0, and a_ is convex, this is a global minimum of a_. It follows that
a_(t) > a_(t,) fort > 0. Since a_(t,) = b4, the proof is complete. [

Claim 3.3. The discrete part of m; does not assign any probability to the interval (b—, b.).

Proof. If n6 < 0 then the points b1 and c4(¢) are separated by the interval (a_(t), a4+ (1)), so
ce(t) & (b—,by) forallt > 0.
Then suppose that n and 6 are of the same sign. Since by (1.8)

n(l+ot)+ 206

O<a+o0B= e

it follows that > 0 and 6 > 0. The weights p4 (¢) of the points c4 () are given by the residues
of the Cauchy—Stieltjes transform G, at the points c4 (¢) (see [2]). A lengthy calculation reveals
that

2t(—t2nt + (1 +071)(@ — V62 —47)] + 214/0% — 41)

p—(1) = ’
Vo2 — 4 Vo2 — 42 o 0t 62—47 0440741
oo T(0 0 7) (l‘ —77— _n2_40 t _n+ —
) —2t(—t[2nT + (1 +01)(0 + 02 —41)] — 21/62 —41)
p+\1) = ,
VB2 —4 /02 —a7)2 [ — 6=V -4 N
o0 (0 + 6 T) (l‘ —n—i- _n2_40 t _,7_ —
where (a)+ = (a + |al)/2. Clearly p(t) = 0, and p_(¢) > 0 only on the finite interval
21/60?% — 41
0<t<

O —+62—41)(1 +07) +2nr;

in particular,

27+4/02 — 41 0+ 02 — 41
< .
O -2 —d)(l+o0)+20T  n+Vn? — 4o

Since c_ evaluated at the right hand side of the above inequality is equal to by, we get that
the support of the discrete measure p_(t)8._(;) stays above the level b forall > 0. [

The proof of Lemma 3.1 is complete. [J

In the next lemma we briefly describe the extreme case of T = 0.

Lemma 3.4. The assertion of Lemma 3.1 holds when 772 >406 >0,7=0,02>0,and o +
of > 0.
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Proof. The proof of Claim 3.2 carries over to the case T = 0 without any changes. Next we
consider the atomic part of the measure. Instead of two lines c+, we have one

c(t) = —é

to take care of when examining the discrete part of ;. Since n> > 0 and 62 > 0, as in the proof
of Claim 3.3 it suffices to consider the case of > 0 and & > 0. The residue of G, at c(t) is

(—t[t (1 +n0) —6%]),
2002t (t/0 +b_)(t/0 +by)
It follows that p(t) > 0 for
02

p(t) =

0<t<
14+ n6

in particular
92
1+ n6
so the support of the discrete measure p(f)d.(;) stays above the level b forallr > 0. [

9

< —0b+,

4. Generating functions and connection coefficients

Our next task is to establish an algebraic relation between the polynomials (p,), and (Q,),.
In our setting, the relation takes the same form as in [6, Proposition 2.2]; a more complicated
example occurs in [4, Theorem 2.1].

Proposition 4.1. There exist polynomials (by(x, s))r and (ci(x,s))r in variable x such that
bo(x,s) =1 and

Qn(yiX.1,8) = ca(x,8) + Y by i (x, ) pr(y: 1) 4.1)
k=1

and (by)y and (ci )i do not depend on t and y.

Proof. Let Q denote the generating function of the polynomials (Q},),, that is, let

0
Q(Z’ y,X,t,S) = ZZnQn(y;xyt’S)-

n=0

From (4.1) with y = 0 and t = 0 we see that we must have c,(x,s) = Q,(0; x, 0, s).
Therefore, to prove the proposition, we need only verify that the right hand side of

/Q\(Za y’ X, ta s) - /Q\(Za 09 X, Oa s)
Q(Zs y70at’0) - 1
does not depend on variables y and ¢. Then the series expansion

E(z, X,S8) = 4.2)

o0

77\(z, x,8) = Zz”bn(x, s)

n=0

defines the appropriate sequence (b, (x, §));>0-
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To prove (4.2) we need an explicit formula for @ . Using the three step recurrence for (Q; ),
after a routine calculation one can verify that

~ F o)l + 1+t ~
y0 = yQo+yz01 +2° (it+ ;j)((l _O;'Bt)) 01+ th(Q — Q0 —201 —7202)
N ( —I—a,f)_ti—rﬂ +at (@— 00 —ZQI)
+ o)1 +aB) A
TP (0 00-201) 43)

(to save space, we dropped the arguments (z, y, x, f, s) in Q and (y; x, 7, 5) in Qp). From this
equation, after an elementary, but lengthy algebra, we first obtain a formula for Q as a rational
function of z, and then verify that (4.2) holds true with

bz, x,5) = i,

5 <z2(1 +af)s+z(1 —ot) [s(a +0B) —x(1 —o1)]+0os(l —o1)? N 1)
22t(1 + af) +z(B+at)(l —ot)+ (1 — ot)? '

Since ?9\(0, x,s) =1, we get bo(x, s) =1, as claimed. [J

5. Quadratic harness property

In [3] we developed an operator approach, related to Lie algebra techniques, to the verification
of the quadratic harness property. It uses a representation of the process under investigation
through an operator X; = X + ty, where X and y are some operators built from compositions of
the g-differentiation operator D, and the multiplication operator Z.

Here we show how to exploit this technique to prove the quadratic harness property of the
Markov process with martingale polynomials given in Proposition 2.2. Let

Q;k,s,u(X, y> = Az,s,uX2 + Bt,s,uyx + Ct,s,uy2 + Dz,s,ux + Et,s,uy + Ft,s,u (51)

be the quadratic form in the non-commuting variables X, y (a dual of (1.3)). Define the generating
function of the polynomials (p,), as

0.@)
Pr(zy) =Y " payi D),
n=0

In the free harness case, we are going to use the O-differentiation operator D, skipping the
subscript, so

D(g)(z) =

—9(0
M and  Z(9)(2) = z8(2)

(we treat them as the linear operators on formal series g(z) in the variable z).

Proposition 5.1. Let y = —o 1 and
2
x =D + BZD + MZZD 4 MZZDZ 4 MfDQ,
l—or1 l-ot1 (1 —o7)?
y=Z+aZD+0ZD? 4 LP T om0 B HOT oy oTUH ) 53y

l—ot l—ot1 (1—o01)2
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The operator X; = X + tY satisfies

XP=0r X, X)) Vs<t<u, (5.2)
with the quadratic form given by (5.1) and (1.5) . Moreover,
yPi(z, y) = (Xepo) (z, ). (5.3)

Proof. A long but straightforward calculation shows that X and y satisfy the dual version of the
g-commutation equation
[X,y], = ox* + ty*> + nx + 0y + 1. (5.4)

By [3, Proposition 4.9], (5.2) holds. The algebraic identity (5.3) follows from the three
step recurrences for the polynomials (p,), given in Proposition 2.2, by another routine
calculation. [

Proposition 5.2. If (X;); is a Markov process such that the random variables X, have moments
of all orders and (py), are orthogonal martingale polynomials of the process (X;);, then (X;);
is a quadratic harness with y = —o't.

Proof. Condition (1.1) holds true. Indeed,
EX; = E[p1(Xs; ) po(Xs; )] = 0.
For s < ¢, by the martingale property (2.1) and the first recurrence in Proposition 2.2 we get
E[X;X/] = E[XE[pi1(X:; DI Fs]]l = E[X;p1(Xs; 5)]
= E[(1 +09)pa(Xs; 5) + (as + B)p1(Xs; 5) + spo(Xs; )] = s.

An efficient way to verify (1.4) and (1.2) is to use (5.3) to represent the process through the
operator X; from Proposition 5.1 as

Xtﬁt(f, X)) =X (ﬁt(é, X1) .
This, together with the martingale polynomial property, which for the generating function p;
implies
E[ﬁt(g’ X[)|XS] == ﬁs(s, XS)’
givesfors <t <u
E (Ps(¢, X)) X:pu(&, Xu)) = E(Ds (¢, X) X: P (6, X1))
= XE (ps(¢, Xs)Ps €, X5)) = X, Gs(¢, §),
where
0.¢)
Gy(£.8) =E (B0, X)Ps(E. X)) = Y _(C8)"E (pn(Xs: 5))*,
n=0
and X; acts on G4(¢, €) as on a series in variable &. Thus we arrive at the equivalence of

E (ﬁs (¢, Xs)Xtﬁu &, Xw) = at,s,uE (ﬁs(fv Xs)Xsﬁu(S’ Xu))
+ br s u B (D5 (6, X) XuDu (€, X)) (5.5)
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and

Xth(é', S) = at,S,MXSGS (4—7 g) + bt,s,uXuGs(C’ S)

The latter (and so (5.5)) follows from the operator identity X; = a; 5., Xs + by.5.u Xy, Which is
a trivial consequence of the representation X, = X + ty, t > 0.
Now (5.5) means that

E(pn(Xs; )X pm(Xus u)) = ar 5 ulE (pn(Xs; 8) X pm (Xus u))
+ bt s B (P (X5 8) Xupm (Xu; u))

for all m,n > 0. Since the random variables X; are bounded, polynomials are dense in
L?(X,, X,) (see [8, Theorem 3.1.18]). Thus by the fact that (X;); is Markov, (1.4) follows from
(5.5).

The proof of (1.2) is similar, since (1.2) is equivalent to

E(ps (¢, X) X2 PulE, X)) = Ar s uB(Ps (C, X) X2 Pu(E, Xu))
+ Bt s uE (D5 (¢, X)X XuPu (€, X)) + Crs u B(Ds (6, X) X2 Du (&, X))
+ D15 uE (D5 (6, X) X5 Pu(Ey X)) + Er s uE (D5 (6, X9) XuDu (€, Xu))
+ Frs uB (D3 (2. X5)Pu(E, X0)) - (5.6)

Observe that if s < u then

E(ps (¢, X)Xs XuPu (&, Xu) = E(ps (&, X5) XsXupu (&, Xu))
= XuE (l/?\s (§, Xs)Xsl?s(S’ Xs))
= XuXsE (Ps (¢, X)Ps (€, X)) = XuXsGs(8,€).  (5.7)
Similarly, X2G(¢,&) = E(ps(¢, X)X2pu(£, X)) for v € [s,ul. This, (5.7) and

v

martingality show that (5.6) follows from the operator identity (5.2) applied to G(¢, &) treated
as a formal power series in variable &, proving (1.2). [

6. Construction and uniqueness

Now we are in a position to prove the main result of this paper.

Proof of Theorem 1.1. We first note that since the time inversion (1X;/;), of the quadratic
harness (X;); is still a quadratic harness with parameters n, o replaced by 6, t (see Remark
2.1 in [3]), it does not matter whether we construct (X;);~0, or its time inversion (1X1//);>0.
Secondly, we note that if n> > 40 > 0 and > > 4t > 0 then it is impossible to have
simultaneously « + o = 0 and 8 + at = 0 (recall (1.8)). So passing to time inversion if
necessary, we may assume that « + o8 # 0, and passing to (—X;) if necessary, we may assume
that @ + o8 > 0. Similarly, observe thatif o > 0, 7 = 0 and n?> > 40 then o + o8 # 0. Indeed,
if t =0and @ + 08 = 0 then n = —200; n*> > 4o implies 062 > 1 while 1 + & > 0 implies
06? < 1, a contradiction. Hence we may assume that « 4+ o8 > 0 as before. Therefore, without
loss of generality, we will consider the following list of constraints for the parameters for which
we wish to construct the quadratic harness:

e Case l: 0o, T >Oandn2§4a,

e Case2: 0,1 >0and772>4G,92>4r,anda+a,8>0,
e Case3:0 > 0,7 =0, n* < 4o,

e Case 4: o >O,r=0,n2>4a,anda—|—a,3 > 0,
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e Case 5:0 >0, 1 =06 =0,
e Case 6:0 =17 =0.

We omit Cases 5 and 6, as the full construction of the quadratic harness with o = 7 = 0
appeared in [6] and the case T = 6 = 0 is the time inversion of [5, Theorem 4.3]. In the remaining
cases, we will use polynomials (p;), = (pn(y; t)), from Proposition 2.2 to determine measures
mr; which will be the univariate laws of (X;). The orthogonality measures P; ;(x, dy) of the
polynomials (Q,), = (Q,(y; x, t, s)), from Proposition 2.1 will be the transition probabilities
of (X;), i.e. the conditional laws L£(X;|X; = x). We will verify that these probabilities satisfy
the Chapman—Kolmogorov equation, so that (X;), is indeed a well defined Markov process.

It is clear that the coefficients at Q1 in (2.10) and Q,_1 at (2.11) are nonnegative. So by
Favard’s theorem, in order to define probability measure P ;(x, dy), we only need to check that
the coefficient at Qg in (2.9) is nonnegative for x from the support of the measure 7.

The coefficient at Qg is obviously nonnegative in Cases 1 and 3, as 5> < 40. By Lemma 3.1,
the coefficient at Q¢ in (2.9) is nonnegative in Case 2. By Lemma 3.4 the coefficient at Q¢ in
(2.9) is nonnegative in Case 4.

Thus, in each case, the polynomials (Q,(y; x,t,s)), determine the probability measures
P, ;(x, dy) forall x € supp ms. Observe that both families of measures (77;); and (Py ;(x, dy))s.r x
are compactly supported and uniquely determined, as the coefficients of the three step
recurrences (2.9)—(2.11) are bounded in .

We now verify that the probability measures (P ;(x, dy)) are the transition probabilities of a
Markov process. To do so, notice that (4.1) for n > 1 implies

On(yix,t,8) =) by (x,s)[pr(y; 1) — pr(x;s)] Vx,y e R. (6.1)

n
k=1

(Observe that Q,(x; x, s, s) = 0 as a consequence of (2.9)—(2.11).) Since b =1 and pp = 1, a
recursive use of (6.1) yields

/R pn(y; DPs ¢ (x,dy) = pu(x;s) Vx € supp 7;. (6.2)
Let
—n—=Jn?2—40 -— /n2 — 4
R\ il 1 G, Nt v ? , wheno > 0,
20 20

U=1R\ (—n"" 00), when o = 0and n < 0,

R\ (—o0, n_l), when o = 0 and n > 0,

R, wheno =0 =17.

We proceed to show that for 0 < s < ¢ < u and for a set of x of my-measure one

Pyu(x, ) =fUPr,u(y,~)Ps,r(x,dy)- (6.3)

First, consider the special case s = x = 0 of (6.3), which we state equivalently as

() = /U P, (v, )i (dy). (6.4)

Define v(A) = fU P; ,(y, A)m;(dy). To prove that v(dz) = m,(dz), we only need to show
that the polynomials Q,(z; 0, u,0) = p,(z; u) are orthogonal with respect to v(dz). Since the
argument is analogous to the one developed in the general case below, we omit it.
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From the fact that (6.3) holds for s = x = 0, we deduce that
P, ;(x,U)=1 Vx € supp ;. (6.5)

Indeed, observe first that since the coefficients in the three step recurrences (2.9)—(2.11)
depend continuously on x, the same is true for the Cauchy—Stieltjes transforms of measures
P, ;(x,dy), which take the form (3.4) with parameters that depend on s, x; see (2.8). So
U 3 x + Pg;(x,U) is acontinuous function. Then, Lemma 3.1 and (6.4) imply that

| = m(U) = f P, (x, Uy (dv).
R

Therefore Py ;(x, U) = 1 on a set of x of ms-probability one. By the continuity of Py ;(x, U)
in x, the conclusion follows for all x € supp 7.

We now prove that (6.3) holds in general. Fix s > 0 and x € supp 7y, and let v(-) = |, U
P; . (v, )Ps :(x,dy). We will show that v(dz) = P ,(x, dz) by checking that the polynomials
(Qn(z; x,u,s)), are orthogonal with respect to v(dz). Since v is a probability measure
and (Q,), satisfy a three step recurrence with bounded coefficients, to verify that v(dz)
coincides with Ps,(x, dz), it suffices to prove that v(dz) integrates Q,(z; x,u,s) to zero
when n > 1. Using consecutively (6.1), (6.2) and (6.5), again (6.1), and the fact that
Jg On(y; x, 1, )Py (x,dy) = 0forn > 1, we get

/Qn(z;x,u,s)v(dz) :/
R Ut

X /R[pk(z;u)—pk(x;S)]Pt,u(y,dz)Ps,t(x,dy)

n

bl’l—k(x7 S)
1

= an_k(x,S)/ [Pr(yit) — pr(x; s)] Py (x, dy)
k=1 v

= an_k(x,S)/ [Pk (y; 1) — pr(x; )1 Py (x, dy)
k=1 R

:‘/RQn(y;X,t,s)Ps,t(x,d)’):0-

Thus (6.3) holds and Py ;(x, dy) are transition probabilities of a Markov process (X;); with
state space U. Since p,(y;t) = Qn(y;0,1,0) it follows from the construction that for fixed
t > 0 polynomials (p,(y;t)), are orthogonal with respect to m;(dy) = Py (0, dy); their
martingale polynomial property follows from (6.2). Proposition 5.2 implies that (X;); is a
quadratic harness with parameters n, 6, o, t and y, with y = —o'7.

The uniqueness of the process (X;); follows from the fact that orthogonal martingale
polynomials (p;,), determine uniquely the joint moments of the process. Recall that the measures
7, are compactly supported, so the joint moments determine the finite-dimensional distributions
of the process uniquely. [J
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